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Now and into the future
We are pleased to release our 2014 Annual Report, which provides MIGA’s financial results
for the year and a summary of key developments and changes in the business. MIGA’s results
are again excellent and we have achieved significant growth nationally. At MIGA, our passion
is about always being there for our members and policyholders. We offer so much more than
insurance and are committed to providing the best possible service and support. We have an
absolute commitment to personal service, strong prudential management, transparency of
information and responsible corporate governance and management practices.
The reasons why the MDASA Directors
recommended the proposed Merger and
the outcomes it would have delivered to our
members were sound and valid. They were
assessed and verified by independent experts on
both sides. We saw an opportunity to create a
more competitive MDO for the future benefit of
our members. Whilst this development would
undoubtedly have been in our members’ best
interests, we have learned much and gained
significant insight that will assist us in our future
strategic planning.
MIGA continues in its own right and our focus
remains committed to doing what we do best.
We remain a very strong, financially secure and
capable national organisation with a reputation
for excellent financial management, caring for
our members and policyholders, transparency
and professionalism.

What does MIGA stand for?

Our people

Caring for and looking after our members
and policyholders – giving them the support and
advice they need when the unthinkable happens.
It may only happen once in their career, but when
it does we are there for them 24 hours a day

We have a very committed, dedicated and
enthusiastic team of expert staff who provide
insurance and membership services which we
believe are second to none.

Financial security – we will be there for our
members and policyholders in the long term
because we manage our financials conservatively
and extremely well
Defending and protecting reputations – we
are committed to defending and supporting our
members and policyholders when they have a
claim or need help. We work with them, not
against them – we are on their side
Highly personal – at MIGA our members and
policyholders talk to a person, not a computer. We
know who they are, we care about them and their
welfare. It is the core of everything we do
Expert advice – our staff are trained and qualified
to give the best professional and personal advice
when our members and policyholders need
help with their insurance or a claim. We have
experienced in house and external medico-legal
teams across all states. We are meticulous in
ensuring that these are of the highest quality
Industry leading insurance – the best protection
we can provide is our policy cover. We make sure
our policies meet the needs of our members and
policyholders and provide real value for money.
Our cover is easy to understand and gives certainty
about the past and the future.

The excellent financial results and continued
growth of MIGA would not be possible without
the contributions of our staff, Boards and key
advisors and consultants and we sincerely thank
them for their efforts during the last year.
The loyalty of our members and policyholders is
also highly valued and we would like to express
our appreciation to them and to our key stakeholders for their continued support of MIGA.

The last year and the future

At MIGA when we say we are on your side and
will support you, we really mean it.
We look to the future with confidence and with
an unwavering commitment to all our members
and policyholders.

Dr John O’Loughlin
Chairman
MDASA and Medical Insurance Australia

Across the last year we have worked tirelessly
on a proposed merger with another medical
indemnity provider in the interests of creating
an even better future for our members and
policyholders.
We were pleased that the MDASA members who
voted on the proposed Merger of MIGA and
MDA National were resoundingly in favour of it,
supporting the unanimous recommendation of
the directors of MDASA.

Mandy Anderson
Chief Executive Officer and Managing Director
20 October 2014

We were disappointed that the merger did not
proceed because a majority of MDAN members
who voted on the proposed Merger did not
support it.
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About MIGA

Our vision statement

The Group

To empower health care professionals to practise
with confidence and achieve safer, better health care
for all Australians

MIGA is a national provider of medical indemnity
insurance products and associated services to the
healthcare profession across Australia.

Our mission
To deliver high quality indemnity insurance and support
to the healthcare sector across Australia
− offering products which are innovative and progressive
and which set the benchmark for the industry,
represent real value and which are responsive to our
clients’ needs
− providing confidence through our commitment to
quality, passion for service, personal care and superior
claims and risk management services.

4
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With our Head Office in Adelaide, branch offices
in Sydney, Melbourne and Brisbane and agency
networks across the country, we have been
supporting and protecting the medical profession for
over 100 years and the broader healthcare profession
for close to 6 years.
The Group comprises the following two operating
companies, which are collectively referred to as MIGA.

About MIGA

Medical Defence Association of
South Australia Limited (MDASA)
• A medical defence organisation (MDO) formed
in 1899 which is owned by doctors and
provides a range of services and benefits to our
policyholders

Medical Insurance Australia Pty Ltd
(Medical Insurance Australia)

MIGA - Always on your side
“Always on your side” is a statement about
our commitment to providing the highest level
of personal and professional service and support
to our clients.
Bluey is the face of MIGA – he represents the
loyalty and reliability that our organisation
delivers whenever the need arises.

• A licensed general insurer which is a wholly
owned subsidiary of MDASA and is regulated
by APRA
• Medical Insurance Australia provides:
- Medical indemnity insurance to doctors and
medical students throughout Australia
- Medical indemnity insurance to corporate
entities involved in the provision of
healthcare services
- Professional indemnity insurance to
midwives, under the Federal Government’s
Midwives Insurance Scheme, and
○- Medical indemnity insurance to MDASA,
to cover its liabilities where it is required
to indemnify its members for prior claims
incurred indemnity as per its Constitution.

MIGA Annual Report and Summary Financial Report June 2014
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2014 Financial
highlights

Key achievements
This year we have again reported an
excellent financial result in line with our
budget for the year.

Commentary on the financial result

What does this mean for our
members and policyholders?
Protecting the interests of our members and
policyholders is paramount.
Managing our financial affairs well and delivering
stability in premiums are also critical. We will not
take unnecessary risks in the short term – medical
indemnity insurance is a long term business.

$1.147m
Net profit (before tax)
$2.167m (after tax)

$107.9m
Net assets

3.17
Capital adequacy
Calculated under the
APRA LAGIC regime

The Group’s robust asset position and strong
Capital Ratio support MIGA’s key aim of offering
secure and affordable medical indemnity
insurance to our clients.
Each year the net profit generated by the
Group helps build our capital base to ensure we
maintain a level of financial strength and security
that surpasses the amount of capital we are
required to hold as prescribed by the Australian
Prudential Regulation Authority (APRA). Above
this, we are able to deliver premium stability and
affordable medical indemnity insurance to our
policyholders.

Operating result
The Group reported a net profit of $2.167m for
the financial year ended 30 June 2014, after
providing for income tax. This is slightly below the
budget of $2.326m.
This year we budgeted for a lower profit than in
prior years because of the strong capital position
built in earlier years. The key benefit of MIGA’s
structure for members and policyholders is that
once our capital position reaches or exceeds our
target level we no longer need to build additional
capital via premium increases and add profit to
supplement it.
(Amounts shown as $m)
Premium Revenue
Net Incurred Claims
Underwriting Expenses

26,282
Total membership
18% increase since 2013

6

2014 Actual
44.664
(30.802)
(9.095)

Operating Expenses

(20.940)

Underwriting Result

(16.173)

Subscription Revenue

7.178

Other Income

1.380

Net Profit on Sale of Property,
Plant and Equipment

0.010

Net Finance Income

8.752

Profit before tax

1.147

Tax benefit

1.020

Net profit

2.167

MIGA Annual Report and Summary Financial Report June 2014

The 2014 result varies from budget predominantly
because of the following:
• Claims costs were higher than budget (by
$3.165m), this was a result of:
- Higher than expected net claims costs for
the 2013/2014 year
- Claims development from the 2012/2013
notification year being higher than expected.
The above is partially offset by releases from a
number of pre-2013 notification years
• Investment income was well above budget (by
$1.033m) which is a reflection of the value of
the Group’s conservative and well-managed
Investment Policy. The key driver to the above
budget result was higher than budgeted yields
returned on fixed term investments
• Reinsurance for the 2013/2014 year was
negotiated at a lower cost than expected (by
$1.763m).
• Whilst operating expenses were above budget
for the year (by $3.488m), this was as a
result of the unbudgeted costs relating to the
proposed merger of MDA National and MIGA
and costs associated with the amortisation
of the intangible Client Base. Without this,
operating expenses would have been below
budget as the costs of running the business
were well contained and carefully managed,
notwithstanding the Group’s significant growth
in recent years.

The capital adequacy of our insurer
The prudential supervision of general insurers
is the responsibility of APRA.
APRA requires that general insurers have
sufficient capital to enable their insurance
obligations to be met under a wide range of
circumstances allowing for a range of risk factors
that may threaten an insurer’s capital base.
Beyond the requirements of APRA, it is the
responsibility of an insurance company’s Board
and management to ensure that the company
has an appropriate level of capital having regard
to the size and complexity of the business.
The Board of Medical Insurance Australia has
set a target Capital Ratio taking into account
the complexity and long tail nature of medical
indemnity insurance.
Medical Insurance Australia’s Capital Ratio
as at 30 June 2014 is 3.17.

2014 Financial
highlights

Profit and net assets

MIGA

Total assets and liabilities

MIGA’s results include both MDASA and
Medical Insurance Australia.

Medical Insurance Australia
(consolidated with Invivo
Medical Pty Ltd)

Over the last 7 years, MIGA’s total assets and
liabilities have grown as follows:

The growth in the Group’s net asset position
since 2008 is as follows:

Net assets
MIGA net assets $107.996 million
$m
120

The net assets of Medical Insurance Australia,
our wholly owned insurance company are now
$106.040m.
Medical Insurance Australia’s net asset position at
June 2014, compared with the previous 6 years,
is as follows:

as at June each year

$m

400
350
300
250

100

Net assets

200

80

Medical Insurance Australia (consolidated with Invivo
Medical Pty Ltd) net assets $106.040m million

150

60
40

$m
120

20

100
2008 2009 2010 2011 2012 2013 2014

100
50
2008 2009 2010 2011 2012 2013 2014

80

Total Assets

60

Total Liabilities

40
20
2008 2009 2010 2011 2012 2013 2014
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2014 Financial
highlights

Investment portfolio

Key ratio comparisons

MIGA holds significant funds that are invested
in accordance with the terms of a comprehensive
and carefully managed Investment Strategy.

The following shows MIGA’s performance measured against key ratios. Comparisons are provided
against last year’s results and external benchmark information, where available.

The last decade has demonstrated how
important it is for insurance companies to
manage very carefully their investments. Taking
too much risk can have a direct impact on what
our clients pay in premium and possibly on the
long term-security of the company.
In line with our Investment Strategy, we sold all
equity and floating rate note investments as part
of the decision to acquire Invivo Medical Pty Ltd
in 2013. This was to ensure that we minimised
volatility in our financial results from exposure
to equity market investments.
Our investment strategy has been of significant
benefit in the last few years and helped minimise
the impact of instability in financial markets on
our portfolio and year end results. Our strategy
of predominantly investing in fixed interest
investments has proven to be sound and of
significant value for the Group.
Our conservative management strategies have
meant that in these times of financial volatility
we and our clients are less exposed to reductions
in assets and the potential for compensatory
premium increases in the future to compensate.

Our key ratios are driven by decisions we make on pricing. For the 2013/2014 year we were able to
flow through an average inflation adjustment to premiums whilst still maintaining a very conservative
investment portfolio.

2013/2014

2012/2013
actual

Actual

Comparison
with general
insurance
industry *

Net finance income /
Average investment
balance

5.3%

4.0%

5.3%

Net loss
ratio (2)

Net claims expense /
Premium plus
subscription revenue less
reinsurance expense

33.9%

70.8%

62%

Net
combined
ratio(2)

Net claims expense plus
operating expenses /
Premium plus
subscription revenue less
reinsurance expense

87.9%

120.7%

87%

Return on
equity (after
tax) (1)

Operating profit after tax
/ Average net assets

11.9%

2.0%

16.8%

Ratio

Description

Return on
investment (1)

Funds invested as at June 2014
were as follows:
(1) = Higher the ratio the better
(2) = Lower the ratio the better.

Portfolio summary
funds invested 2013/14
June amounts
%
100
90

$213.8m
$186.2m

80
70
60
50
40
30

$25.6m

20
10
2013

2014

Fixed interest

8

Nil

Nil

2013

2014

Equities and
other listed
securities

$11.5m
2013

2014

Cash and
funds at call

MIGA Annual Report and Summary Financial Report June 2014

* APRA average direct general insurer – Quarterly General Insurance
Performance Statistics – June 2014 (issued 28 August 2014)

2014 Financial
highlights

Reinsurance
Reinsurance is important to the Group and since
Medical Insurance Australia was established, 14
years ago, we have enjoyed strong support from
the worldwide reinsurance market.
Our reinsurance program is placed with a spread
of highly rated medical indemnity reinsurers
with balanced support from the Australian,
European and American reinsurance markets.
The reinsurance program is structured to protect
MIGA against large and catastrophic losses and
to assist with managing our year on year claims
exposures.

Protecting the interests of our members and
policyholders is paramount.
Managing our financial affairs well and delivering
stability in premiums are also critical. We will not
take unnecessary risks in the short term – medical
indemnity insurance is a long term business.

For MIGA, reinsurance is truly a partnership
and we place enormous value on the strength
of our reinsurance program, the quality of our
panel of reinsurers and the relationships we have
developed.

MIGA Annual Report and Summary Financial Report June 2014
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Services and
support

24 hour emergency support
Provided by our staff across Australia. We do not believe emergency support should be outsourced and
staffed by individuals who may not have a thorough understanding of our services and products.
When clients call us after normal business hours they are able to speak directly with one of our senior
staff members, no matter what time of day. This service is used extensively

Bi-monthly Bulletins
Feature articles on risk management and claims advice, case studies, insurance and membership issues,
information about MIGA and important medico-legal developments

Our commitment
We believe we are different from other medical
defence organisations (MDOs) and insurers and
we pride ourselves on the effort we put into
helping and supporting our clients when they
need it.
Our products and commitment to service support
our long term strategy of:
• Being a specialist national healthcare indemnity
insurer with a diverse client base - being the
insurer of choice for the Australian medical
indemnity market
• Offering high quality and competitively priced
insurance products, differentiating ourselves
with a broad range of benefits and services to
support our members and policyholders
• Leading the industry in a changing healthcare
environment, ahead of all competitors in
terms of our professionalism, reputation and
commitment to quality.

More than just an insurer
At MIGA we provide a wide range of services
and benefits to support our clients in everything
they do as part of their day to day practice. Our
services and products are extensive and include:

Access to an industry leading Risk Management Program
MIGA offers a range of risk management education opportunities via our Risk Management Program.
The Program is available free to our clients and is accredited by most of the Medical Colleges for
reciprocal CPD points

Risk Resources
Access via our website to a wide range of on-line risk management materials, information and tools to
assist our clients in their day to day healthcare practice

On-line services
Includes completion and submission of renewal forms, lodgement of claims notifications and
completion of our risk management activities

Practitioner’s Support Services
Doctors and midwives who are involved in a Claim can access the following services:
• Medical Support Service – provided by one of a group of psychiatrists or psychologists offering
professional clinical support
• Peer Support Service – provided by one of a group of medical practitioners offering support and
empathy

Personal advice
Available from dedicated service personnel

Doctor’s Wellbeing Program
MIGA offers a range of ways to support, encourage and promote the importance of doctors looking
after their own health.
These include information and tools to help them identify and manage their personal health risks.
We recognise that doctors’ health is becoming an increasingly important issue for the medical
profession. There is mounting evidence that a significant proportion of doctors don’t have their own
GP and that barriers such as embarrassment, fear of notification and confidentiality are contributing to
self-investigation and self-treatment.

iPhone App Technology
MIGA supports a free iPhone App offering access to the latest Australian Medicare Benefits Schedule.
The MBS Search Application enables doctors and their practices to obtain the latest Australian Medicare
Benefits Schedule free on their iPhone.
We also offer our own iPhone App which brings our animated Bluey to life via an alarm App

Starting Private Practice Package
We offer an attractive insurance Package which recognises the significant cost and time it takes to establish
a private practice for the first time and reflects our support of doctors transitioning to private practice

Premium funding
We offer a payment option using a third party funding arrangement to help manage the cost of
insurance across the year

Grants Programs
Our Grants Programs enable us to support the personal growth of students and young doctors for the
benefit of medicine and the community. Through these Programs we help students experience global
health care and assist young doctors achieve their career goals through additional training. The benefits
that flow from the efforts of these individuals are immeasurable and ongoing and we are proud to
support them in their endeavours
10
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Services and
support

Our insurance policies
The best protection we can provide our
policyholders is our policy cover. We place great
importance on making sure that our policy meets
their needs, stays ahead of industry trends and
the ever-changing health care environment. We
believe our policy leads the market and provides
real value for money for our policyholders.
Our insurance policies are underwritten by
Medical Insurance Australia Pty Ltd, our insurance
subsidiary, which is licensed and regulated by
APRA. We are a member of the Insurance Council
of Australia which is an industry body established
to serve the interests and needs of general
insurers in Australia.
Medical Insurance Australia is also a member of
the Financial Ombudsman Service (FOS) which has
been established to resolve independently and
impartially general insurance disputes between
insurers and their policyholders.

Our Claims and Advice Services

patient requests for reimbursement of fees. Our
members repeatedly advise us that the access to
this service on an emergency basis, 24 hours per
day, 7 days per week is invaluable to them.
When our members and policyholders have a
claim or need help or advice, we understand
that this is unfamiliar territory for them. We are
here to support, guide and work through the
matter with them. We support our policyholders
with a professional claims management service
including high quality and ongoing legal advice,
progress updates and comprehensive trial
preparation if necessary. We engage with our
members and policyholders throughout the
process.
This can be a difficult time for members and to
assist them we provide additional support via
our Peer and Clinical Support services if needed.
Our service is underpinned by an outstanding
panel of external solicitors across the nation
who offer the highest level of professional
support and advice.

One of the most valuable services we provide
and take pride in is our medico-legal advice and
support for our members and policyholders.
Our national claims team do an exceptional job
of managing claims and helping our members
and policyholders with a vast range of medico
legal advice and enquiries.
We respond to in excess of 2,500 calls annually
for advice on topics as diverse as practice
advertising, contract clauses or provisions from a
medico legal perspective, privacy obligations and

MIGA Annual Report and Summary Financial Report June 2014

11

Report by
Directors

The Directors present this report which is a summary of the
statutory ‘Directors’ Report’ of Medical Defence Association
of South Australia Limited (MDASA) for the financial year
ended 30 June 2014.

Australia. No membership requirements apply to
corporate entities or midwives.

The Group comprises two operating companies, MDASA and
Medical Insurance Australia, which are collectively referred to
as MIGA (Medical Insurance Group Australia).

Directors

References to the Group and MIGA throughout this Report
mean the Consolidated Entity.
Principal activities
The principal activities of MDASA during the
financial year were to provide:

The names of Directors in office at any time
during or since the end of the financial year
are outlined in the Section entitled “Directors’
Information”.

Board Committees
The Committees established to assist the Boards
of MDASA and Medical Insurance Australia with
discharging their responsibilities are outlined in
the section entitled “Board Committees”.

Review of operations

• A range of membership benefits and services
to members

The Review of Operations is outlined throughout
this Report.

• Discretionary indemnity assistance to members
in relation to indemnity granted on or before
30 June 2003.

As at the date of this Report, there are no
proceedings which have been brought, or which
are pending, against the Consolidated Entity or its
Directors.

The principal activities of MDASA’s insurance
subsidiary, Medical Insurance Australia, were
to provide:
• Medical indemnity insurance to doctors and
medical students
• Medical indemnity insurance to corporate
entities involved in the provision of health care
services
• Professional indemnity insurance to midwives,
under the Federal Government’s Midwives
Insurance Scheme; and
• Medical indemnity insurance to MDASA,
to cover its liabilities where it is required
to indemnify its members for prior claims
incurred indemnity as per its Constitution.
The indemnity provided to MDASA is via an
insurance contract which is underwritten
on a claims made basis with full retroactive
indemnity.
The Group provides claims management and
insurance advisory services on behalf of QBE,
under the terms of an Authorised Representative
Agreement, in relation to medical indemnity
insurance policies issued by QBE to Invivo clients
issued prior to MIGA’s acquisition of Invivo.
Membership of MDASA is governed by the terms
and conditions of the Constitution of MDASA
and doctors and medical students must maintain
membership of MDASA in order to access the
insurance cover provided by Medical Insurance

12

There were no significant changes in the nature
of the activities of the Company during the year
other than as a result of the acquisition of Invivo
Medical Pty Ltd, as described more fully herein.
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During the financial year, the Directors have
sought assistance from actuaries, lawyers,
accountants, auditors, reinsurance brokers and
other key advisors. The degree of consultation
was an essential component of the acquisition
of Invivo and the ongoing implementation of the
Group’s Strategic Plan.

Significant changes in state
of affairs
Other than as outlined in the Events Subsequent
to Balance Date, in the opinion of the Directors,
there were no significant changes in the state
of affairs of the Consolidated Entity during
the financial year, other than as a result of the
acquisition of Invivo and as disclosed under
Review of Operations.

Events subsequent to balance date
In March 2014, the Boards of the Company and
MDA National Limited entered into a Merger
Implementation Agreement. This proposal will be
voted on by members on 11 October 2014 and
is subject to Federal Court and APRA approval.
If approved the members of the Company will
be transferred to a new entity, Medical Defence
Australia Limited, which will become the sole
member of the Company. The Controlled Entity
Insurance Company will change its name to
MDA Insurance Pty Ltd and its ownership will be
transferred to Medical Defence Australia Limited.

Report by
Directors

Future developments

Indemnifying officers

Other than as outlined in the Events Subsequent
to Balance Date, the Directors are not aware
of any other matters or circumstances which
may significantly affect the operations of
the Consolidated Entity, the results of those
operations, or the state of affairs of the
Consolidated Entity in subsequent financial
years, other than as disclosed under Review
of Operations.

Mrs Natalie Simmons (Corporate Services
Manager) is the Company Secretary for MIGA.

During or since the end of the financial year
the Consolidated Entity has given an indemnity
or entered an agreement to indemnify, or
paid or agreed to pay insurance premiums to
insure its Directors against liability for costs and
expenses incurred by them in defending any
legal proceedings arising out of their conduct
while acting in their capacity as Directors of the
Consolidated Entity other than conduct involving
a wilful breach of duty to the Consolidated Entity.
The premium covers all Directors and officers of
the Consolidated Entity. The premium paid for
this cover for the Group in the year was $41,890.

Audit independence

Environmental Issues

Copies of the auditor’s independence declaration
as required under Section 307C of the
Corporations Act are included on page 30 of
this Annual Report.

The Consolidated Entity’s operations are not
regulated by any significant environmental
regulation under a law of the Commonwealth,
a State or a Territory.

Company secretary

Signed in accordance with a resolution of the
Board of Directors.

Director		
Dr J O’Loughlin

Director		
Mr H Botha
Adelaide
Dated this 23rd day of September 2014
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Corporate
Governance

Role of the Boards
The Boards are responsible for the overall
corporate governance of MIGA including
formulating its strategic direction, approving
and monitoring capital expenditure, setting
remuneration, appointing, removing and creating
succession policies for Directors and senior
executives, establishing and monitoring the
achievement of management’s goals and ensuring
the integrity of internal control and management
information systems.
They are also responsible for approving and
monitoring financial and other reporting.
The Boards have delegated responsibility for
operation and administration of the Company to
the CEO and management. Responsibilities are
delineated by formal delegations of authority.

Director education
The Group has a process to educate new Directors
about the nature of the business, current issues,
the corporate strategy and the expectations of
the Group concerning performance of Directors.
Directors also have the opportunity to meet with
management to gain a better understanding
of business operations. Directors can access
continuing education opportunities to update and
enhance their skills and knowledge.
The Boards have agreed that it is important that
Directors have completed or are committed to
completing the AICD Company Directors Course.

Independent professional advice
and access to company information
Each Director has the right of access to all
relevant Group information and to the Group’s
key staff and, subject to prior consultation with
the Chairman, may seek independent professional
advice from a suitably qualified advisor at the
Group’s expense. The Director must consult with
an advisor suitably qualified in the relevant field,
and obtain the Chairman’s approval of the fee
payable for the advice before proceeding with the
consultation. If this occurs, a copy of the advice
received by the Director is to be made available to
all other members of the Boards.

Risk management
Oversight of the risk management system
The Boards oversee the establishment,
implementation, and annual review of the
Group’s Risk Management Strategy. Management
has established and implemented the Risk
Management Strategy for assessing, monitoring
and managing operational, financial reporting,

14

and compliance risks for the Group. The CEO and
the Corporate Services Manager have declared
in writing to the Boards that the financial
reporting, risk management and associated
compliance and controls have been assessed and
found to be operating efficiently and effectively.
The operational and other risk management
compliance and controls have also been assessed
and found to be operating efficiently and
effectively. All risk assessments covered the whole
financial year and the period up to the signing
of the Annual Financial Report for all material
operations in the Group.

Risk profile
Each business unit is responsible and accountable
for implementing, monitoring and ensuring
compliance with the Group’s Risk Management
Strategy and Business Continuity Framework.
Major risks arise from matters such as actions
by competitors, government policy changes,
environment, occupational health and safety,
property, financial reporting, and the purchase,
development and use of information systems.

Risk management and compliance
and control
The Boards are responsible for the overall internal
control framework, but recognise that no cost
effective internal control system will preclude all
errors and irregularities. The Group’s policies on
internal control are comprehensive.
The Group has a Risk Management Strategy
(RMS) which documents the strategies adopted
by the Boards for managing risk. The RMS
defines and outlines the processes implemented
by the Group to identify and manage risks that
may affect the operations of the organisation.
It recognises the importance of corporate
governance and provides the basis by which the
Group proactively manages both strategic and
operational risks.
Comprehensive policies have been established
to ensure:
• That capital is appropriately managed and
monitored under the Internal Capital Adequacy
Assessment Process (ICAAP) approved by the
Board
• Investments, capital expenditure and other
commitments above a certain size require prior
Board approval
• Investments are controlled and monitored by
means of a comprehensive Investment Strategy
• Occupational health and safety standards
and management systems are monitored
and reviewed to achieve high standards of
performance and compliance with regulations
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• Business transactions are properly authorised
and executed
• The quality and integrity of personnel
• Financial reporting accuracy and compliance
with the financial reporting regulatory
framework
• Environmental regulation compliance.

Quality and integrity of personnel
Formal appraisals are conducted annually
for all employees. Training and development
and appropriate remuneration and incentives
with regular performance reviews create an
environment of cooperation and constructive
dialogue with employees and management. A
Succession Policy is in place for the Boards and
the CEO, and all Directors and managers are
required to comply with the Group’s Fit and
Proper Policy. In addition, the Group has a Board
Performance Review Policy which requires regular
reviews of Board and Director performance.
The Group’s recruitment strategies ensure that
competent and knowledgeable employees fill
senior positions when retirements or resignations
occur.

Financial reporting
The CEO and the Corporate Services Manager
have declared in writing to the Boards that
the Group’s financial reports are founded on a
sound system of risk management and internal
compliance and control which implements the
policies adopted by the Boards.
Monthly actual results are reported against
budgets approved by the Directors and revised
forecasts for the year are prepared regularly.

Internal audit
The internal auditors assist the Boards in ensuring
compliance with internal controls and risk
management programs by regularly reviewing
the effectiveness of the Group’s compliance and
control systems.
The Audit and Corporate Risk Committee is
responsible for approving the program of internal
audits to be conducted each financial year and
for the scope of the work to be performed.
An independent review to assess and evaluate
the quality of the internal audit function is
undertaken once every year. The Audit and
Corporate Risk Committee has the authority
delegated to it to appoint and dismiss the Internal
Auditor.

Corporate
Governance

Code of Practice

Ethical standards

MIGA is committed to providing high quality,
professional service and personal care to our
clients.

All Directors, managers and employees are
expected to act with the utmost integrity and
objectivity, striving at all times to enhance the
reputation and performance of the Group. Every
employee has a nominated supervisor to whom
they may refer any issues arising from their
employment.

As a tangible measure of this commitment,
MIGA has voluntarily adopted the General
Insurance Code of Practice (the Code) and has
also developed its own Service Commitment.
These reflect our genuine desire to be open,
caring and honest in our relationships with our
clients.
MIGA monitors compliance with the Code
by regular Compliance Reviews conducted by
MIGA’s Risk and Compliance Officer and periodic
Internal Audits by the Group’s Internal Auditor,
PWC. All Compliance Review Reports and
Internal Audit Reports are provided to the Audit
and Corporate Risk Committee. The Financial
Ombudsman Service also conducts an annual
review of MIGA’s compliance with the Code.

Conflict of interest
Directors must keep the Boards advised, on
an ongoing basis, of any interest that could
potentially conflict with those of the Group.
The Boards have developed procedures to assist
Directors to disclose potential conflicts of interest.
Where the Boards believe that a significant
conflict exists for a Director on a Board matter,
the Director concerned does not receive the
relevant Board Papers and is not present at the
meeting whilst the item is considered.

An independent internal audit by PWC in
August 2014 confirmed that MIGA materially
complies with selected standards of the Code
that are relevant to MIGA and are capable of
being objectively measured by applying audit
testing procedures for the period 1 July 2013 to
30 June 2014. PWC’s audit did not identify any
instance of non-compliance.
This is a very pleasing outcome for the Group,
particularly given the strict service standards that
underpin the Code.
The favourable outcomes from the reviews
in the last year demonstrate our genuine
commitment to the highest standards of service
and transparency in our dealings with all of our
clients.
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The Boards
and Board
Committees
Meetings of Directors

Meetings of Directors 2014

During the financial year, 13 meetings of Directors
of MDASA and Medical Insurance Australia were
held. In addition, 26 Committee meetings and a
number of strategy meetings were held.

Directors’ Meetings

The agenda for meetings of the Boards are
prepared by the Chairman and the CEO. Standing
items included financial reports, strategic matters
and governance and compliance. Information
and Papers are circulated in advance of meetings,
and Directors have a number of opportunities for
contact with a wider group of employees.
The number of meetings held during the time in
which the Directors held office during the year
and their attendance were as follows:

Note:
Mr David Henderson was appointed to the
Board of MDASA on 30 October 2013

Medical Insurance
Australia

MDASA

The MDASA Board meetings are run in
conjunction with the Medical Insurance Australia
Pty Ltd Board meetings.

Number of
meetings
held

Committee Meetings

Number
attended

Number of
meetings
held

Number
attended

Number of
meetings
held

Number
attended

Dr John O’Loughlin AO
- Chairman

13

13

13

13

26

24

Dr Martin Altmann –
Deputy Chairman

13

12

13

12

10

9

Ms Amanda Anderson

13

13

13

13

15

15

Mr Henry Botha

13

12

13

12

5

5

Dr Peter Cundy

13

11

13

11

3

3

Mr David Goodsall

N/A

N/A

13

13

5

5

Mr David Henderson

10

10

13

13

12

12

Ms Virginia Hickey

3

3

3

3

4

4

Dr Andrew Pesce

13

13

13

13

3

3

Dr Roger Sexton

13

12

13

12

14

14

Ms Juliet Brown

N/A

N/A

10

10

5

5

Ms Virginia Hickey resigned from the Board
of MDASA on 29 October 2013.
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The Boards
and Board
Committees
Board Committees

Medical Advisory Panels

To assist in the execution of their responsibilities, the Boards of Medical Insurance Australia and MDASA
have established the Committees below.

MIGA has Medical Advisory Panels in South
Australia, New South Wales and Victoria.

The Committees are governed by individual Terms of Reference which clarify their membership,
responsibilities and authorities. The Terms of Reference are reviewed on a regular basis.

The aim of these Panels is to better canvass the
views of our national doctor membership and
to facilitate engagement with a larger group of
doctors nationally, which keeps us informed of
the views of our clients.

Claims
Committee

Clinical Risk
Management
Committee

Audit and
Corporate Risk
Committee

Governance and
Remuneration
Committee

Chairman
Dr J O’Loughlin

Chairman
Dr R Sexton

Chairman
Mr H Botha

Chairman
Dr M Altmann

The Panels help to keep us informed of the
views of our clients nationally. Meetings are held
with each Panel once or twice a year. Details of
representatives on each Panel are available via our
website.
Member participation on the Panels is on a
voluntary basis and we would like to record our
thanks for their contribution and commitment on
behalf of all members.

The purpose of each Committee
The purpose of each Committee is as follows:
Committee

Purpose

Meetings

Claims
Committee

To monitor and continually review claims developments
for the Group, to review and agree estimates for and the
classification of certain matters which are either claims for
compensation or deemed likely to develop into claims for
compensation against the Group and to consider any issues
arising in relation to large claims in particular

Meets at least
monthly

Clinical Risk
Management
Committee

To review and assess the progress and effectiveness of the
Group’s Risk Management Program and consider and agree
risk management strategies for issues of significant concern
for the Group in relation to individual members and trends
identified within the portfolio

Meets at least
four times a year

Issues of significant concern are those that have the potential
to have a significant financial, legal or reputational impact on
the Group and which are identified through the Members’
Risk Management Protocol
Audit and
Corporate Risk
Committee

To monitor, review and make recommendations to the
Boards of MDASA and Medical Insurance Australia on the
Group’s financial affairs, operational and balance sheet risk
and legal/regulatory compliance

Meets at least six
times a year

Governance
and
Remuneration
Committee

To consider and agree remuneration for Directors and the
CEO, to monitor the Group’s compliance with the Board
Performance and Review Policy and to consider the Group’s
succession plan and compliance with APRA’s Fit and Proper
requirements

Meets at least six
times a year
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Directors’
Information

Dr John O’Loughlin AO

Dr Martin Altmann

Ms Amanda Anderson

Mr Henry Botha

Chairman
Obstetrician and
Gynaecologist

Deputy Chairman
GP Rural Obstetrics

CEO and
Managing Director

Chartered Accountant

Our Boards have an excellent diversity of
skill and knowledge with an important mix
of medical versus non-medical expertise.

Associate Professor
Peter Cundy

Mr David Goodsall
Actuary

Orthopaedic Surgeon

MDASA
The Constitution of MDASA requires that:
• The majority of the Directors must be medical
members of MDASA
• Three of the Directors are non-medical
Directors who are appointed by the Board and
whose appointment is subject to review every
three years (or shorter period as the Directors
may determine).
The medical Directors are elected by the
membership and are subject to re-election by
rotation in accordance with the Constitution.
The Board of MDASA comprises seven members,
four of whom are medical Directors.
The non-medical representation on the MDASA
Board ensures that we maintain an important
broad blend of expertise, given the corporate
and insurance related issues that the organisation
must consider.
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Directors’
Information

Mr David Henderson

Ms Juliet Brown

Dr Andrew Pesce

Dr Roger Sexton

General Insurance

Lawyer and Company
Director

Obstetrician and
Gynaecologist

GP - Rural

Medical Insurance Australia

Board appointments

The Board of Medical Insurance Australia
comprises eight Directors, the majority of whom
(five) are non medical with expertise in the
following areas:

The Directors of MDASA and Medical Insurance
Australia made the following appointment during
the year:

• Professional indemnity, insurance and risk
management

Mr David Henderson was appointed as a Director
of MDASA on 30 October 2013.

• Actuarial
• Legal and corporate governance

Mr Henderson is also a Director of Medical
Insurance Australia.

• Accounting.

Ms Juliet Brown

All medical Directors on the Board of Medical
Insurance Australia are also Directors of MDASA.

2013 AGM
The Annual General Meeting was held on
23 November 2013 and included the election
of Directors to the Board of MDASA.

Mr David Henderson

Ms Juliet Brown was appointed as a Director of
Medical Insurance Australia on 29 October 2013.
Ms Brown brings a wealth of experience as a
lawyer and as a professional company director.
She was also appointed as a member of the
Governance and Remuneration Committee.

As per Article 46 of the Constitution, Dr John
O’Loughlin and Dr Andrew Pesce offered
themselves for re-election.
As there were no other nominations for the two
vacancies, no election was required and Dr John
O’Loughlin and Dr Andrew Pesce were declared
by the chairman of the AGM to be elected (under
Article 48A(b) of the Constitution).
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Directors’
Information
Information on Directors Details of Directors in office as at 30 June 2014 or appointed since then.
Director

MIGA Board
Appointments

MIGA Board Committees

Qualifications

Dr John Augustine
O’Loughlin AO

Chairman – MDASA
Limited

Chairman – Claims
Committee

Obstetrician and
Gynaecologist

Chairman – Medical
Insurance Australia
Pty Ltd

Member – Clinical Risk
Management Committee

MS, MB, BS, FRCOG,
FRANZCOG, FRNZCOG
(Hon), FACOG (Hon)

Chairman – Medical
Insurance Group
Australia Pty Ltd
Chairman – Invivo
Medical Pty Ltd

Dr Martin Frank
Altmann

Deputy Chairman –
MDASA Limited

GP Rural Obstetrics

Deputy Chairman –
Medical Insurance
Australia Pty Ltd

Industry and Sector experience

Member – Medical Advisory
Panel

Dr O’Loughlin has been a consultant
Obstetrician and Gynaecologist in private
practice in Adelaide for over 30 years. He has
held teaching hospital appointments at the
Fellow – Australian Institute
Queen Victoria Hospital, the Women’s and
of Company Directors
Children’s Hospital and the Royal Adelaide
(FAICD)
Hospital. He has recently retired from clinical
practice, but continues his associations
as emeritus consultant obstetrician
and gynaecologist at the Women’s and
Children’s Hospital and emeritus consultant
gynaecologist at the Royal Adelaide Hospital.

Chairman – Governance
and Remuneration
Committee

MB, BS, (Adelaide),
DIP RANZCOG (Advanced),
MRCGP(UK), FACRRM

Member – Clinical Risk
Management Committee
(former Chair)

Fellow – Australian
Institute of Company
Directors (FAICD)

Member – Governance and
Remuneration Committee
Member – Audit and
Corporate Risk Committee

Dr Martin Altmann has been a practising
Rural Procedural General Practitioner in
Murray Bridge for 20 years with special
interests in obstetrics, paediatrics and
surgery. He maintains a strong commitment
to medical training and education at both
undergraduate and postgraduate levels.

Member – Medical Advisory
Panel
Ms Amanda Jayne
Anderson

CEO and Director –
MDASA Limited

Member – Clinical Risk
Management Committee

CEO and Managing
Director

Managing Director
– Medical Insurance
Australia Pty Ltd

Member – Governance and
Remuneration Committee
(by invitation)

Director – Medical
Insurance Group
Australia Pty Ltd

Member – Audit and
Corporate Risk Committee
(by invitation)

Director – MDASA
Limited

Chartered Accountant

Director – Medical
Insurance Australia
Pty Ltd

Senior Associate –
Australian and New
Zealand Institute of
Insurance and Finance
(ANZIIF)

Chairman – Audit and
Corporate Risk Committee

Bachelor of Commerce,
University of Natal, South
Africa
MBA, University of Cape
Town, South Africa

Associate Professor
Peter John Cundy

Director – MDASA
Limited

Member – Clinical Risk
Management Committee

MBBS (University of
Adelaide)

Orthopaedic Surgeon

Director – Medical
Insurance Australia
Pty Ltd

Member – Medical Advisory
Panel

FRACS
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Ms Anderson has in excess of 25 years’
experience in insurance, reinsurance, risk
management, general business management
and strategic planning with a specific
emphasis on professional indemnity, general
liability and medical malpractice insurance.

Business Certificate in
Insurance

Director – Invivo
Medical Pty Ltd
Mr Henry Albertyn
Botha

Bachelor of Arts, Social
Sciences – majoring in
psychology and biology
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Graduate – Australian
Institute of Company
Directors (GAICD)

Mr Botha is a Chartered Accountant
specialising in accountancy, finance and
management consulting. He also lectures
extensively across Australia for the Australian
Institute of Company Directors on the
finance modules of their Company
Directors Course.
Associate Professor Peter Cundy is a well
known Orthopaedic Surgeon in Australia
specialising in paediatric orthopaedic surgery
and general adult orthopaedics. Active in
research (University of Adelaide) and on
the Editorial Board of several peer-reviewed
Journals. Recent Senior Examiner for the
Royal Australasian College of Surgeons.

Directors’
Information

Director

MIGA Board
Appointments

MIGA Board Committees

Qualifications

Industry and Sector experience

Mr David Millington
Goodsall

Director – Medical
Insurance Australia
Pty Ltd

Member – Audit and
Corporate Risk Committee

BA – majoring in Actuarial
Studies

Mr Goodsall is a consulting actuary based in
Sydney. He has extensive experience in the
financial and risk management aspects of
a wide range of financial service companies.
He has been closely involved in many public
floats, demutualisations and corporate
restructures, as well as holding a number
of appointed actuary roles.

Actuary

CERA – Chartered
Enterprise Risk Analyst
FIAA - Fellow Institute of
Actuaries of Australia

Mr David Charles
Henderson

Director – MDASA
Limited

Member – Audit and
Corporate Risk Committee

General Insurance

Director – Medical
Insurance Australia
Pty Ltd

Member – Governance and
Remuneration Committee

Dr Andrew Francesco
Pesce

Director – MDASA
Limited

Member – Clinical Risk
Management Committee

Obstetrician and
Gynaecologist

Director – Medical
Insurance Australia
Pty Ltd

Member – Medical Advisory
Panel (NSW)

Dr Roger Allen Sexton

Director – MDASA
Limited

Chairman – Clinical Risk
Management Committee

Director – Medical
Insurance Australia
Pty Ltd

Member – Claims
Committee

GP – Urban and Rural

Senior Associate –
Australian and New Zealand
Institute of Insurance and
Finance (ANZIIF)
Fellow – Australian Institute
of Company Directors
(FAICD)

Mr Henderson has over 40 years’ experience
in the general insurance industry, including
seven years as General Manager Commercial
Insurance at SGIC and four years as CEO
of RAA Insurance.

MBBS, FRANZCOG, FAMA

Dr Pesce is an Obstetrician and
Gynaecologist in public and private practice
in Sydney and is a former Federal President
of the AMA. He has also worked on behalf
of the profession over the last 15 years on
issues to do with medical indemnity and
national disability.

MB BS (Adel), DRCOG
(UK), Grad Dip BA (Adel),
FRACGP, FACRRM

Dr Sexton has practised as a procedural
rural general practitioner for 30 years and
is currently working in both urban and rural
general practice, in executive health and as
a medical school clinical skills tutor.

Graduate – Australian
Institute of Company
Member – Medical Advisory
Directors (GAICD)
Panel

He is a past Presiding Member of the Medical
Board of SA and has a keen interest in
professionalism and ethics, undergraduate
and post graduate education and is
completing his MBA at Adelaide University.
He has been a strong advocate for improving
the health of doctors and medical students.

Ms Juliet Brown
Lawyer and Company
Director

Director – Medical
Insurance Australia
Pty Ltd

Member – Governance and
Remuneration Committee

Ms Brown has significant experience in
business and the law extending over various
industries including insurance, health,
Fellow – Australian Institute
transport and superannuation in both the
of Company Directors
public and private sectors
(FAICD)
Bachelor of Laws
(University of Adelaide)

MIGA Annual Report and Summary Financial Report June 2014

21

Directors’
Information

Information on Directors

Director

Background

Medical
Insurance
Australia
Board

Dr John Augustine O’Loughlin AO

Obstetrician and Gynaecologist

Chair

Chair

Dr Martin Altmann

GP Rural Obstetrics

Deputy Chair

Deputy Chair

Ms Amanda Jayne Anderson

CEO – MDASA
Managing Director – Medical
Insurance Australia

Mr Henry Albertyn Botha

Chartered Accountant

Associate Professor Peter John Cundy

Orthopaedic Surgeon

Mr David Goodsall

Actuary

Mr David Charles Henderson

General Insurance

Ms Juliet Brown

Lawyer and Company Director

Dr Andrew Francesco Pesce

Obstetrician and Gynaecologist

Dr Roger Sexton

GP - Urban and Rural
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The Directors present their Summary
Consolidated Financial Report of the Medical
Defence Association of South Australia Ltd
(MDASA) and the consolidated financial report
of the entity (Consolidated Entity), being MDASA
and its controlled entities Medical Insurance
Australia Pty Ltd, Invivo Medical Pty Ltd and
Medical Insurance Group Australia Pty Ltd for
the financial year ended 30 June 2014 and the
independent audit report thereon.

Statement of Profit or Loss
and other Comprehensive Income

Medical Defence Association
of South Australia Ltd
Summary Financial Report for
the Year Ended 30 June 2014

Consolidated Entity
2014
$’000

2013
$’000

Gross Written Premium

52,710

33,766

Movement in Unearned Premium

(8,046)

(3,556)

Premium Revenue

44,664

30,210

Gross Claims Expense - Risks borne in the Current Year

(58,482)

(31,678)

Gross Claims Expense - Risks borne in Prior Years

(16,075)

9,166

Reinsurance and Other Recoveries Undiscounted

42,267

11,607

1,488

986

(30,802)

(9,919)

Insurance Expense

(8,324)

(6,663)

Professional Fees Expense

(4,137)

(1,939)

Employment Expenses

(9,698)

(7,887)

General and Administrative Expenses

(7,105)

(5,322)

(771)

(645)

(16,173)

(2,165)

Subscription Revenue

7,178

5,697

Other Income

1,390

938

-

(46)

(7,605)

4,424

Discount to Present Value
Net Claims Incurred

Outward Reinsurance and Medical Indemnity

Other Underwriting Expenses

Underwriting Result

Net Loss on the Sale of Property, Plant and Equipment

Results from Operating Activities

Finance Income

9,348

12,006

Finance Costs

(596)

(1,323)

Net Finance Income

8,752

10,683

Profit Before Tax

1,147

15,107

Income Tax Benefit / (Expense)

1,020

(3,185)

Total Comprehensive Income Attributable to Members

2,167

11,922

The accompanying discussion and analysis form part of the Summary Financial Report.
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Discussion and Analysis of the
Statement of Comprehensive
Income
Consolidated Entity
Premium Revenue increased by $14.454m due to
the acquisition of Invivo Medical Pty Ltd and the
subsequent retention of their clients, growth in
new business and strong retention of renewable
business for the balance of the portfolio.	
Gross Claims Expense increased by $52.045m.
Reinsurance and Other Recoveries increased by
$30.660m and there has been a favourable
movement in the Discount to Present Value of
$0.502m. Net Claims Incurred has increased by
$20.883m. This increase reflects a deterioration
in Gross Claims Expense - Risks borne in Prior
Years, compared to releases in the year ended
30 June 2013. The increase in Gross Claims
Expense - Risks borne in the Current Year reflects
the increase in exposure from retention of doctors
from the Invivo acquisition and growth.	
This is slightly offset by an increase in Reinsurance
and Other Recoveries and a favourable
movement in the discount rate. The movement
in the Discount to Present Value represents the
movement in the Outstanding Claims Liabilities
as a result of adjusting the rate at which
these liabilities are discounted back to present
value to align with movements in investment
markets.	
Professional Fees, Employment and General
and Administration Expenses are $5.792m
higher to support the increase in members and
policyholders from the Invivo acquisition, new
business growth and merger costs.
Net Finance Income has decreased by $1.931m
which is predominantly driven by the impact of
lower market interest rates. 			
					
					
					
					
					

Statement of Financial Position

Medical Defence Association
of South Australia Ltd
Summary Financial Report for
the Year Ended 30 June 2014

Consolidated Entity
2014
$’000

2013
$’000

Current Assets
Cash and Cash Equivalents

89,626

65,558

2,833

3,874

Reinsurance and Other Recoveries Receivable

14,314

8,174

Investments

54,530

37,380

2,222

-

543

389

164,068

115,375

Trade and Other Receivables

Income Tax Receivable
Other Assets

Total Current Assets

Reinsurance and Other Recoveries Receivable

91,115

65,176

Investments

81,071

108,826

2,536

2,591

15,469

-

Total Non-Current Assets

190,191

193,105

Total Assets

354,259

308,480

7,243

17,204

33,854

25,590

Intangible Assets

Current Liabilities
Trade and Other Payables
Outstanding Claims Provision
Income Tax Payable

-

3,078

2,337

1,834

Other Liabilities

33,213

24,117

Total Current Liabilities

76,647

71,823

167,420

127,033

1,135

2,629

55

134

1,006

1,032

Total Non-Current Liabilities

169,616

130,828

Total Liabilities

246,263

202,651

Net Assets

107,996

105,829

Retained Profits

107,996

105,829

Total Equity

107,996

105,829

Employee Benefits

Consolidated Entity
Total Assets have increased in the Consolidated
Entity by $45.779m from 30 June 2013 to
30 June 2014. This movement is predominantly
due to:
• A $13.463m increase in the investment portfolio
(including Cash and Cash Equivalents and
Other Investments) after settlement of payables
at 30 June 2013
• A $32.079m increase in Reinsurance and
Other Recoverables Receivable.

Non-Current Assets

Property, Plant and Equipment

Discussion and Analysis of the
Statement of Financial Position

Total Liabilities have increased in the Consolidated
Entity by $43.612m from 30 June 2013 to 30 June
2014. This movement is predominantly due to:
• A $48.651m increase in the Outstanding
Claims Provision from policies issued by the
Controlled Entity Insurance Company
• A $9.096m increase in other liabilities which
includes, Subscription Income received in
advance, Premium received in advance,
Other Income received in advance and
Unexpired risk liability
• The income tax outcome generates income
tax receivable rather than a payable due to the
loss in the Controlled Entity Insurance Company.
The movement in Total Equity of the Consolidated
Entity of $2.167m, from 30 June 2013 to
30 June 2014, reflects the Net Profit After Tax
for the year.

Non-Current Liabilities
Outstanding Claims Provision
Deferred Tax Liabilities
Employee Benefits
Other Liabilities

Equity

The accompanying discussion and analysis form part of the Summary Financial Report.
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Statement of Cash Flows

Medical Defence Association
of South Australia Ltd
Summary Financial Report for
the Year Ended 30 June 2014

Consolidated Entity
2014
$’000

2013
$’000

Inflows (Outflows)

Inflows (Outflows)

Cash Flows From Operating Activities:
Subscriptions Received
Premium Received
Sundry Income Received
Reinsurance and Other Recoveries Received
Reinsurance Paid

8,536

5,911

52,436

31,840

557

2,528

5,663

2,856

(7,169)

(6,636)

Claims Paid

(19,627)

(13,142)

Payments to Suppliers and Employees

(19,305)

(11,299)

Cash Generated from Operations Before Tax

21,091

12,058

Income Tax Paid

(5,774)

(2,237)

Net Cash from/(used in) Operating Activities

15,317

9,821

Cash Flows from Investing Activities:
Proceeds from Sale of Property, Plant and Equipment
Acquisition of Property, Plant and Equipment
Interest Received
Dividends Received
Proceeds from Sale or Maturity of Investments

-

2

(362)

(2,307)

10,187

9,831

69

458

70,733

61,929

(71,876)

(45,867)

-

(12,808)

8,751

11,238

Net Increase (Decrease) in Cash and Cash Equivalents

24,068

21,059

Cash and Cash Equivalents at 1 July

65,558

44,499

Cash and Cash Equivalents at 30 June

89,626

65,558

Payment of Investments
Acquisition of subsidiary, net cash acquired

Net Cash (used in)/from Investing Activities

The accompanying discussion and analysis form part of the Summary Financial Report.
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Discussion and Analysis of the
Statement of Cash Flows
Consolidated Entity
Subscriptions Received and Premium Received
during the year to 30 June 2014 were $23.221m
higher than during 2012/2013. This is due to
growth following the Invivo acquisition and new
business generally. During June 2014 collections
for the 2014/2015 renewal were higher relative
to collections in June 2013.
Claims Paid during the year to 30 June 2014
were $6.485m higher than during the
2012/2013 year reflecting more large claims
settled in the period.	
Payments to Suppliers and Employees were
$8.006m higher due to the increase in operating
costs to support the growth in the business and
merger costs. This includes payments for rent of a
larger Sydney office and increased staff costs post
the acquisition.	
Net Cash From Investing is a smaller inflow in the
2013/2014 year than in the prior year. Proceeds
from the sale of the equity and floating rate notes
in May 2013 were reinvested during 2013/2014
which resulted in cash outflows from investing.	
					
				

Statement of Changes in Equity

Medical Defence Association
of South Australia Ltd
Summary Financial Report for
the Year Ended 30 June 2014

Consolidated Entity
Retained
Earnings
$’000

Total
Equity
$’000

105,829

105,829

2,167

2,167

107,996

107,996

Balance at 1 July 2012

93,907

93,907

Total Comprehensive Income for the Period

11,922

11,922

105,829

105,829

Balance at 1 July 2013

Total Comprehensive Income for the Period

Balance at 30 June 2014

Balance at 30 June 2013

Discussion and Analysis of the
Statement of Changes in Equity
The movement in Total Equity of the Consolidated
Entity reflects the movement in Profit for the
Period which is detailed in the discussion and
analysis of the Statement of Profit or Loss and
Other Comprehensive Income.

The accompanying discussion and analysis form part of the Summary Financial Report.
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Notes

Medical Defence Association
of South Australia Ltd
Notes to and Forming Part of
the Summary Financial Report
for the Year Ended 30 June 2014

Note 1
Basis of preparation of Summary
Financial Report
The financial statements and specific disclosures
have been derived from the Consolidated Entity’s
full Financial Report. The Summary Financial
Report does not, and, cannot be expected, to
provide as full an understanding of the financial
performance, financial position and financing
and investing activities as the Consolidated
Entity’s full Financial Report. A copy of the
Consolidated Entity’s full Financial Report will
be provided to members on request.
Medical Defence Association of South Australia
Limited (the “Company”) is a company limited
by guarantee and is incorporated and domiciled
in Australia. The Summary Financial Report
of the Consolidated Entity for the year ended
30 June 2014 comprises the Company and
its subsidiaries (together referred to as the
“Consolidated Entity”).
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The Summary Financial Report is presented
in Australian dollars, which is the Consolidated
Entity’s functional currency. The Consolidated
Entity is of the kind referred to in ASIC class order
98/100 dated 10 July 1998 and in accordance
with that class order, all financial information
presented in Australian dollars has been rounded
to the nearest thousand unless otherwise stated.
The Summary Financial Report is prepared on
the historical cost basis except that financial
instruments held for trading are stated at
their fair value.
A full description of the accounting policies
adopted by the Consolidated Entity is provided
in the Consolidated Entity’s full Financial Report.
These accounting policies have been consistently
applied by each entity in the Consolidated
Entity and are consistent with those of the
previous year.
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Notes

Medical Defence Association
of South Australia Ltd
Notes to and Forming Part of
the Summary Financial Report
for the Year Ended 30 June 2014

(continued)

Controlled Entity

Note 2
Regulatory Capital Compliance
Existing Prudential Standards set out the basis
for calculating the Prescribed Capital Ratio (PCR)
of licensed insurers. The PCR uses a risk-based
approach for measuring the capital adequacy
of the Company. The PCR is intended to take
into account the full range of risks to which the
company is exposed.
The PCR for a regulated institution equals
the prescribed capital amount (PCA) plus any
supervisory adjustment determined by APRA.
The PCA of the Controlled Entity Insurance
Company is shown opposite:			
					
		

2014
$’000

2013
$’000

Common Equity Tier 1 Capital
Paid up Capital

45,319

39,819

Retained Profit (APRA basis)

63,265

55,842

Current year’s earnings (APRA basis)

(2,748)

7,421

Net surplus / (deficit) relating to insurance liabilities

(2,789)

(810)

103,047

102,272

2,004

802

Other deductions

11,682

12,725

Total Tier 1 Capital

89,361

88,745

20,653

15,960

Insurance concentration risk charge

1,714

7,775

Asset risk charge

6,821

6,960

Tier 1 capital (before deductions)

Less deductions
Deferred tax assets (net of deferred tax liability)

Prescribed Capital Amount (PCA)
Insurance risk charge

Asset concentration risk charge
Operational risk charge

-

-

3,506

2,543

Aggregation benefit

(4,534)

(4,659)

Total PCA

28,160

28,579

3.17

3.11

Capital adequacy multiple
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Independent
Auditor’s Report

Summary Financial Report – Year Ended
30 June 2014
The Directors present their Summary Consolidated
Financial Report of the Medical Defence
Association of South Australia Limited (MDASA)
and the consolidated financial report of the entity
(Consolidated Entity), being MDASA and its
controlled entities Medical Insurance Australia
Pty Ltd, Invivo Medical Pty Ltd and Medical
Insurance Group Australia Pty Ltd for the
financial year ended 30 June 2014 and the
independent audit report thereon.

Report of the independent auditor on the
summary consolidated financial statements
to the members of Medical Defence
Association of South Australia Limited
The accompanying summary consolidated
financial statements, which comprises the
summary consolidated statement of financial
position as at 30 June 2014, the summary
consolidated statement of profit or loss and other
comprehensive income, summary consolidated
statement of changes in equity and summary
consolidated statement of cash flows for the year
then ended, and related notes 1 to 2, are derived
from the audited financial report of Medical
Defence Association of South Australia Limited
for the year ended 30 June 2014. We expressed
an unmodified auditor’s opinion on that financial
report in our report dated 23 September 2014.
The summary consolidated financial statements
do not contain all the disclosures required by
Australian Accounting Standards. Reading the
summary consolidated financial statements,
therefore, is not a substitute for reading the
audited financial report of Medical Defence
Association of South Australia Limited.

Medical Defence Association
of South Australia Ltd
Summary Financial Report for
the Year Ended 30 June 2014

Auditor’s responsibility
Our responsibility is to express an opinion on
the summary consolidated financial statements
derived from the audited financial report of
Medical Defence Association of South Australia
Limited based on our procedures, which were
conducted in accordance with Auditing Standard
ASA 810 Engagements to Report on Summary
Financial Statements.
Auditor’s opinion
In our opinion, the summary consolidated
financial statements derived from the audited
financial report of Medical Defence Association
of South Australia Limited for the year ended 30
June 2014 are consistent, in all material respects,
with that audited financial report.

To the Directors of Medical Defence
Association of South Australia Limited
I declare that, to the best of my knowledge and
belief, in relation to the audit for the financial
year ended 30 June 2014 there have been:
• no contraventions of the auditor independence
requirements as set out in the Corporations Act
2001 in relation to the audit; and
• no contraventions of any applicable code of
professional conduct in relation to the audit.

Paul Cenko
Partner

Paul Cenko
Partner

Adelaide
Dated 23rd day of September 2014

Adelaide
Dated 23rd day of September 2014

KPMG, an Australian partnership and a member firm of the
KPMG network of independent member firms affiliated with
KPMG International Cooperative (“KPMG International”),
a Swiss entity.

KPMG, an Australian partnership and a member firm of the
KPMG network of independent member firms affiliated with
KPMG International Cooperative (“KPMG International”),
a Swiss entity.

Liability limited by a scheme approved under Professional
Standards Legislation.

Liability limited by a scheme approved under Professional
Standards Legislation.

Directors’ responsibility for the summary
financial consolidated statements
The Directors are responsible for the preparation
of a summary of the audited financial report,
on the basis described in Note 1.
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Lead Auditor’s Independence Declaration
under Section 307C of the Corporations
Act 2001
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Obituary

The deaths of the following members in the
past year are recorded with regret

Dr Michael De Geruchy Gribble
Dr Umanand Prasad

MIGA has taken responsibility to ensure that this publication
minimises its environmental impact. It has been printed by Finsbury
Green on paper manufactured using ECF Elemental Chlorine Free
pulp, sourced from well managed forests. The paper is rated EMAS
(Eco-Management and Audit System); PEFC (Program for
Endorsement of Forest Certification Scheme) and contains certified
fibre. Inks used were vegetable based without the requirement for
isopropyl alcohol, and printed using world’s best practice ISO 14001
Environmental Management Systems.

Dr Margaret Victoria Brownlie
Dr George Owe-Young
Dr Rex Richard Ashby Brock
Dr William James Wright
Dr Robert Roger Freeman

Members who passed away
between June 2013 – June 2014
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