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Statement of Comprehensive Income 
for the year ended 31 December 2012

RACQ Group

Note
2012 

$’000
2011 

$’000
3

Insurance claims expense 2(a) (399,895) (600,348)
Outwards reinsurance premium expense (77,161) (75,716)

(69,791) (68,626)
Advertising and promotions (6,861) (4,707)
Communication and information technology (23,220) (14,997)
Personnel expenses 4(b) (111,538) (99,949)
Motor vehicle expenses (4,115) (3,653)
Payments to contractors for roadside assistance and provision of other member services (52,516) (48,884)
Property and related costs (10,505) (11,301)
Amortisation of intangible assets 4(a) (20,392) (22,508)
Other expenses (23,453) (45,928)

Finance expenses (1,667) (1,978)

5 (7,881) (18,316)

2,677 (213)
70 292

5 (825) (220)

Other comprehensive income for the period, net of income tax 1,922 (141)
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Balance Sheet  
as at 31 December 2012

RACQ Group

Note
2012  

$’000
2011  

$’000

Cash and cash equivalents 6 60,002 37,478
Trade and other receivables 7 145,287 132,944
Reinsurance and other recoveries receivable 8 78,021 111,018
Investments 10 559,224 514,312
Deferred insurance assets 9 67,389 62,498
Inventories 11 715 713
Current tax receivable - 10,842
Other current assets 12 6,233 3,615

Investments 10 707,134 689,830
Investment property 13 7,783 13,767
Property, plant and equipment 15 80,180 81,448
Intangible assets 16 391,065 352,043
Reinsurance and other recoveries receivable 8 78,388 104,306
Deferred tax assets 14 11,768 -
Other non-current assets 12 206 -

Trade and other payables 17 60,726 61,224
18 394,152 364,317

Outstanding claims liability 19 259,433 297,496
Current tax payable 177 -

21 26,684 21,381

Outstanding claims liability 19 510,042 502,034
21 3,548 3,430

Deferred tax liabilities 14 - 3,888

Reserves 22 6,971 5,049
Retained surplus 931,662 855,995
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Statement of Cash Flows  
for the year ended 31 December 2012

RACQ Group

Note
2012

$’000
2011

$’000

Subscriptions and entrance fees received 140,211 129,768
Insurance premiums received 713,439 671,406
Outwards reinsurance premiums paid (75,327) (81,044)
Reinsurance and other recoveries received 85,608 157,251
Claims paid (483,056) (537,507)
Other cash receipts in the course of operations 23,143 39,382
Cash payments in the course of operations (322,107) (286,388)
Income taxes paid (12,147) (61,024)

31(ii)

Interest received 64,358 66,445
Dividends received 1,001 1,147
Rental income received 1,763 2,314
Payments for investments (1,517,033) (1,250,083)
Proceeds from sale of investments 1,471,185 1,220,810
Payments for intangible assets (61,251) (69,981)
Payments for property, plant and equipment (8,790) (4,022)
Proceeds from sale of property, plant and equipment 1,527 918

Net increase/(decrease) in cash held 22,524 (608)
37,478 38,086

31(i)
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Statement of Changes in Equity  
for the year ended 31 December 2012

RACQ Group

2012

Investment 
revaluation 

reserve 
$’000

Retained 
surplus 

$’000

Total 
accumulated 

funds 
$’000

Balance at beginning of year 5,049 855,995 861,044
Surplus for the year - 75,667 75,667
Other comprehensive income for the year 1,922 - 1,922

RACQ Group

2011

Investment 
revaluation 

reserve 
$’000

Retained 
surplus 

$’000

Total 
accumulated 

funds 
$’000

Balance at beginning of year 5,190 786,697 791,887
Surplus for the year - 69,195 69,195
Other comprehensive income for the year (141) - (141)
Foundation Fund prior year retained earnings - 103 103
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The Royal Automobile Club of Queensland Limited (the Company) is a company limited by guarantee that is domiciled in Australia.   

statements of the Company as at and for the year ended 31 December 2012 comprises the Company and its subsidiaries (together 

statements, and have been consistently applied by consolidated entities.   Certain comparative amounts have been restated to conform to  

the presentation of the current year.

(a) Statement of compliance

adopted by the Australian Accounting Standards Board and the Corporations Act 2001

International Financial Reporting Standards adopted by the International Accounting Standards Board.

(b) Basis of preparation

following assets that are measured at fair value:

Assets backing general insurance liabilities

The Company is of a kind referred to in ASIC Class Order 98/100 dated 10 July 1998 and in accordance with that Class Order, amounts in 

(c) New standards and interpretations not yet adopted

in the period of initial application.   They are available for early adoption at 31 December 2012, but have not been applied in preparing this 

AASB 9 (2010 and 2009) are effective for annual periods beginning on or after 1 January 2015 with early adoption permitted.   

 

AASB 2011-9 Amendments to Australian Accounting Standards – Presentation of Items of Other Comprehensive Income is mandatory for 

The RACQ Group does not intend to adopt these standards early and has not yet determined the potential impact of these standards.

Notes to the Financial Statements  
for the year ended 31 December 2012
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that affect the application of policies and reported amounts of assets and liabilities, income and expenses.   Actual results may differ from 

these estimates.   

These estimates and associated assumptions are based on historical experience, external advice and other factors that are believed to 

be reasonable under the circumstances.  Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 

estimates are recognised in the period in which the estimate is revised and in any future periods affected.

Estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting estimates are recognised in the period in 

which the estimate is revised and any future periods affected.

Provision is made at 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 to the RACQ Group.

The estimated cost of claims includes direct expenses to be incurred in settling claims gross of expected reinsurance and other recoveries.

The RACQ Group takes all reasonable steps to ensure that it has appropriate information regarding its claims exposures.  However, given 

Claims reported to the RACQ Group at balance sheet date are estimated with due regard to the claim circumstance as reported by the 

insured, legal representative, assessor, loss adjuster and / or other third party and then combined, where appropriate, with historical evidence 

on the cost of settling similar claims.  Case estimates are reviewed regularly and are updated as and when new information arises.  

reported (IBNER).  IBNR and IBNER claims typically may not be adequately reported until many years after the events giving rise to the 

claims have occurred.  Personal Insurance claims are generally reported within a short timeframe following the claim event and therefore 

estimates are more certain.  Compulsory Third Party claims display increased complexity and longer settlement periods, which typically result 

in greater uncertainty in estimation.  

A number of actuarial techniques are employed to estimate the future ultimate claims cost.   These techniques are based upon statistical 

analyses of historical experience, which assume that the development pattern of current claims will be consistent with past experience and/

is used to calculate the ultimate claim cost.   An allowance is made, including relevant industry issues faced by the RACQ Group, for changes 

or uncertainties in the underlying assumptions derived from historical data, which might cause the cost of unsettled claims to increase or 

reduce compared with the cost of previously settled claims.   The ultimate net outstanding claims provision also includes an additional margin 

to allow for the uncertainty within the estimation process.   

at Note 2(c).

Estimates for potential reinsurance and other recoveries are also computed using the above methods.   These calculations are also based on 

past recovery experience or relevant industry benchmarks and include adjustments to these assumptions where appropriate.  In addition, 

received, taking into consideration factors such as counterparty and credit risk.  Impairment is recognised where there is objective evidence 

that the RACQ Group may not receive amounts due to it and these amounts can be reliably measured. 

Reinsurance and other recoveries receivable on paid claims, reported claims not yet paid, claims incurred but not reported, and claims 

incurred by not enough reported are recognised as revenue.   Reinsurance and other recoveries receivable are assessed in a manner similar 

to the assessment of outstanding claims.

Notes to the Financial Statements  
for the year ended 31 December 2012
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The RACQ Group tests annually whether goodwill has suffered any impairment.   The recoverable amounts of cash generating units have 

been determined based on value in use calculations.   These calculations require the use of assumptions.  Details of the assumptions are 

described in Note 16.

(e) Basis of consolidation

date that control ceases.   

Intra-group balances, and any unrealised income and expenses arising from intra-group transactions, are eliminated in preparing the 

 

gains, but only to the extent that there is no evidence of impairment.  

(f) Business combinations
The acquisition method of accounting is used to account for the acquisition of subsidiaries by the RACQ Group.   

The cost of an acquisition is measured as the fair value of the assets given and liabilities assumed by the RACQ Group at the date of 

acquisition.   Transaction costs that the RACQ Group incurs in connection with a business combination, such as legal fees, due diligence fees, 

and other professional and consulting fees, are expensed as incurred.   

(g) Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and call deposits.  Bank overdrafts that are repayable on demand and form an integral  

part of the RACQ Group’s cash management are included as a component of cash and cash equivalents for the purpose of the statement 

(h) Trade and other receivables
Trade and other receivables are recognised initially at fair value plus any directly attributable transaction costs.   Subsequent to initial 

recognition, receivables are measured at amortised cost using the effective interest method, less any impairment losses.   

existing at each balance date.

discounted at the original effective interest rate.  Receivables with a short duration are not discounted.  Losses are recognised in the 

(i) Financial instruments
Financial assets are recognised initially on the trade date at which the RACQ Group becomes a party to the contractual provisions of the 

Notes to the Financial Statements  
for the year ended 31 December 2012
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(i) Financial instruments (continued)

they are measured at fair value and changes therein, other than impairment losses, are recognised directly in other comprehensive income 

and presented within equity in the investment revaluation reserve.  When an investment is derecognised, the cumulative gain or loss in equity 

recognised in the statement of comprehensive income is the difference between the acquisition cost and the current fair value, less any 

impairment loss previously recognised in the statement of comprehensive income.   

recognition, transaction costs are recognised in the statement of comprehensive income when incurred.  Financial assets at fair value through 

or loss as they are managed and their performance evaluated on a fair value basis in accordance with the documented investment 

receivables due from policyholders, intermediaries and reinsurers as they arise.

Insurance receivables are recognised at the amounts due and are subsequently measured at fair value, which is approximated by taking 

the initially recognised amount and reducing it for impairment as appropriate.  Reinsurance receivables are individually assessed for 

impairment.  Other recoveries receivable are not individually assessed.  Instead, a collective assessment of impairment is performed based on 

objective evidence from historical experience adjusted for any effects of conditions existing at each balance date.

A provision for impairment of receivables is recognised when there is objective evidence that the RACQ Group will not be able to collect 

amounts due according to the original terms of the receivables.   The amount of the provision is the difference between the asset’s carrying 

Commonwealth Government Bonds.  Reinsurance receivables are individually assessed for impairment.   The impairment charge is recognised 

in the statement of comprehensive income.

 

investment portfolios.   

The external investment manager is required to regularly report on compliance with the use of derivatives.

Notes to the Financial Statements  
for the year ended 31 December 2012
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Acquisition costs incurred in obtaining and recording general insurance contracts are deferred and recognised as assets when they can 

be reliably measured, and where it is probable that they will give rise to premium revenue that will be recognised in the statement of 

comprehensive income in subsequent reporting periods.

Deferred acquisition costs are amortised systematically in accordance with the expected pattern of the incidence of risk under the  

general insurance contracts to which they relate.   This pattern of amortisation corresponds to the earning pattern of the corresponding 

premium revenue.

Deferred acquisition costs are recognised as assets to the extent that the related unearned premiums exceed the sum of the deferred 

acquisition cost and the present value of expected future claims, including an appropriate risk margin.  Where there is a shortfall, the 

The amortisation of deferred reinsurance premiums is in accordance with the pattern of reinsurance service received.   The amount 

(k) Inventories
Inventories are measured at the lower of cost and net realisable value.

Net realisable value is the estimated selling price, less the estimated costs of marketing, selling and distribution expenses.

(l) Investment property
Investment property comprises investment interests in land and buildings held for the purpose of either capital appreciation or to earn 

rental income, or both.   The RACQ Group has chosen the cost model approach in accounting for investment properties.   Accordingly, 

investment properties are recorded at cost less any accumulated depreciation and any accumulated impairment losses.

Investment properties are depreciated on a straight line basis at 2.5% per annum.  External valuations by independent valuers are obtained 

every three years and, on an annual basis, management assesses the properties for impairment.

(m) Property, plant and equipment

Items of property, plant and equipment are measured at cost less accumulated depreciation and impairment losses.  Cost includes 

expenditures that are directly attributable to the acquisition of the asset.

equipment are recognised in the statement of comprehensive income as incurred.  

Depreciation is recognised in the statement of comprehensive income on a straight-line basis over the estimated useful lives.   

Land is not depreciated.   The depreciation rates used for each class of asset in the current and comparative periods are as follows:

Buildings 40 years

Plant and equipment 2.5-25 years

Depreciation methods, useful lives and residual values are reassessed at the reporting date.

Notes to the Financial Statements  
for the year ended 31 December 2012
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(n) Intangible assets

Goodwill is measured at cost less accumulated impairment losses.   

amortisation and accumulated impairment losses.   

relates.   All other expenditure, including expenditure on internally generated goodwill and brands, is recognised in the statement of 

comprehensive income as incurred.

runoff basis or a straight-line basis over the estimated useful lives of intangible assets.   The amortisation bases used for each class of asset for 

the current and comparative years are as follows:

Customer contracts DCF 1 year

Software and licensing costs Straight line 4 years

Customer relationships DCF 10 years

Net fair value of claims reserve Claims Runoff 19 years

Amortisation methods, useful lives and residual values are reassessed at the reporting date.

Customer contracts represent the insurance policies that were in-force as at the date of acquisition.  Software represents the software 

that was operating at the date of acquisition.  Customer relationships represent the expected retention of current customers beyond the 

expiration of the existing insurance contract terms.   The fair value of the claims reserve represents the difference between the book value 

and the fair value of the outstanding claims provision at the acquisition date.   The fair value of the claims reserve is net of the deferred 

acquisition costs at the date of acquisition.

(o) Income tax
Income tax expense comprises current and deferred tax.  Income tax is recognised in the statement of comprehensive income except to 

the extent that it relates to items recognised directly in accumulated funds, in which case it is recognised in accumulated funds.

Current tax is the expected tax payable on the taxable income for the year, using tax rates enacted or substantially enacted at the balance 

sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the carrying amounts of assets and 

expected to be applied to the temporary differences when they reverse, based on the laws that have been enacted or substantively enacted 

by the balance sheet date.   

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate to 

income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend to settle current tax 

liabilities and assets on a net basis or their tax assets and liabilities will be realised simultaneously.

A deferred tax asset is recognised to the extent that it is probable that future taxable surplus will be available against which the asset can be 

utilised.  Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related 

Notes to the Financial Statements  
for the year ended 31 December 2012
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(o) Income tax (continued)
In determining the amount of current and deferred tax, the RACQ Group takes into account the impact of uncertain tax positions and 

whether additional taxes and interest may be due.   This assessment relies on estimates and assumptions and may involve a series of 

judgements about future events.  New information may become available that causes the RACQ Group to change its judgement regarding 

the adequacy of existing tax liabilities.  Such changes to tax liabilities will impact tax expense in the period that such a determination is made.

The Company and its wholly-owned Australian resident entities are not a part of a tax-consolidated group.   As a consequence each entity is 

taxed separately.

(p) Trade and other payables
Trade and other payables are recognised initially at fair value less any directly attributable transaction costs.  Subsequent to initial recognition, 

they are measured at amortised cost using the effective interest method.   Trade and other payables are unsecured, non-interest bearing and 

are usually settled within 30 days.   

(q) Unearned revenue

The 365-day method is used to calculate the amount of unearned member subscriptions.   This involves the spread of subscription income 

using a time based method so as to calculate the portion of the subscription applicable to the unexpired period of a membership term.

The proportion of premium received or receivable not earned in the statement of comprehensive income at the reporting date is 

recognised in the balance sheet as an unearned premium liability.   The unearned premium liability represents premium revenue that will be 

earned in subsequent reporting periods.   

(r) Outstanding claims liability
The liability for outstanding claims is measured as the central estimate of the present value of expected future payments relating to claims 

incurred at the reporting date, with an additional risk margin to allow for the inherent uncertainty in the central estimate.   The liability is 

measured based on the valuations performed by, or under the direction of, the Appointed Actuary.

The expected future payments include those in relation to claims reported but not yet paid, claims incurred but not reported (IBNR),  

claims incurred but not enough reported (IBNER) and the direct and indirect costs of settling those claims.   The expected future payments 

are discounted to present value using a risk-free rate based on Commonwealth Government bonds as at the balance date.

central estimate of the outstanding claims liability.   The details of the risk margins applied and the process of determining the risk margin is 

set out in Note 19.

(s) Unexpired risk liability

performed separately for each group of contracts subject to broadly similar risks and managed together as a single portfolio.   The RACQ 

Group has one portfolio of contracts, being personal lines, which incorporates personal insurance and CTP insurance.

uncertainty in the central estimate, exceeds the unearned premium liability less any related deferred acquisition costs and deferred 

deferred acquisition costs, with any excess being recorded in the balance sheet as an unexpired risk liability.

Notes to the Financial Statements  
for the year ended 31 December 2012
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to pay, resulting from employees’ services provided up to the balance date and which are expected to be settled within 12 months of the 

balance date.   The provisions have been calculated at undiscounted amounts based on wage and salary rates that the RACQ Group expects 

to pay as at reporting date, including related on-costs, such as workers compensation insurance and payroll tax.

A liability is recognised for the amount expected to be paid under short-term cash bonus plan if the RACQ Group has a present legal or 

constructive obligation to pay this amount as a result of past service provided by the employee and the obligation can be measured reliably.

income as incurred.   

to meet payments due to employees.  Employees’ contributions are based on various percentages of their gross salaries.

assets to meet payments due to employees.

and certain related entities.

conditional upon the continued membership of the plan or any factor, other than resignation from the plan.

present value; any unrecognised past service costs and the fair value of any plan assets are deducted.

The discount rate is the yield at the balance sheet date on Commonwealth Government bonds that have maturity dates approximating the 

costs and the present value of any future refunds from the plan or reductions in future contributions to the plan.

 

comprehensive income.   

expected future increases in wage and salary rates, including related on-costs and expected settlement dates, and is discounted using the 

rates attaching to the Commonwealth Government bonds at the balance sheet date that have maturity dates approximating the terms of 

the RACQ Group’s obligations.  

Notes to the Financial Statements  
for the year ended 31 December 2012
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date to determine whether there is any indication of impairment.  If any such indication exists, the asset’s recoverable amount is 

estimated.  For goodwill, the recoverable amount is estimated at each reporting date.   

The recoverable amount of an asset is the greater of its fair value less costs to sell and value in use.  In assessing value in use, the estimated 

amount is determined for the cash generating unit to which the asset belongs.

Intangible assets that are not ready for use at the reporting date are tested for impairment.   

An impairment loss is recognised if the carrying amount of an asset (or its cash generating unit) exceeds its recoverable amount.  Impairment 

losses are recognised in the statement of comprehensive income.  Impairment losses recognised in respect of cash generating units are 

the other assets in the unit on a pro rata basis.

An impairment loss in respect of goodwill is not reversed.  In respect of other assets, impairment losses recognised in prior periods are 

assessed at each reporting date for any indications that the loss has decreased or no longer exists.   An impairment loss is reversed only to 

the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or 

amortisation, if no impairment loss had been recognised.

(v) Revenue

Member subscriptions comprise amounts received from members net of GST.   The earned portion of subscriptions received is recognised 

as revenue evenly over the membership period (365 days).

Entrance fees are recognised as revenue upon receipt.

Member services comprise revenue from the provision of member-related services to members that is recognised as it accrues.

Rental income from investment property is recognised in the statement of comprehensive income on a straight-line basis over the term of 

the lease.  

Gains or losses on disposal of property, plant and equipment are determined by comparing the proceeds from disposal with the carrying 

amount of the asset and are recognised net within other income or other expenses in the statement of comprehensive income.   

Premium revenue includes amounts charged to policyholders, including applicable levies and charges, but excluding stamp duty and GST 

collected on behalf of third parties.

Premium revenue, including that on unclosed business, is recognised in the statement of comprehensive income when it has been 

earned.  Premium revenue is earned from the date of attachment of risk over the period of the related insurance contracts in accordance 

with the pattern of the incidence of risk expected under the contracts.   The pattern of the risks underwritten is assumed to be even over 

the policy period.   

Premium on unclosed business is brought to account based on the pattern of processing renewals and new business.

Notes to the Financial Statements  
for the year ended 31 December 2012
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(v) Revenue (continued)

Reinsurance and other recoveries receivable on paid claims, reported claims not yet paid, claims incurred but not reported (IBNR),  

and claims incurred but not enough reported (IBNER), are recognised as revenue.  Reinsurance and other recoveries receivable are  

assessed in a manner similar to the assessment of outstanding claims.

comprehensive income.   

Interest income is recognised as it accrues in the statement of comprehensive income using the effective interest method.  Dividend income 

is recognised in the statement of comprehensive income on the date that the RACQ Group’s right to receive payment is established which, 

in the case of quoted securities, is the ex-dividend date.  Distributions from listed and unlisted trusts are recognised on the date the unit 

value is quoted ex-distribution.

Other revenue is recognised as it is earned.

(w) Claims expense
Claims expense represents claim payments adjusted for the movement in the outstanding claims liability.  Claims expense is recognised in the 

statement of comprehensive income as losses are incurred, which is usually the point in time when the event giving rise to the claim occurs.

(x) Outwards reinsurance premium expense
Premium ceded to reinsurers is recognised as outwards reinsurance premium expense from the attachment date over the period of 

indemnity of the reinsurance contract in accordance with the expected pattern of the incidence of risk.   The unearned portion of outwards 

reinsurance premium is treated as a deferred insurance asset and a corresponding liability has been recognised in payables.

(y) Operating leases
Payments made under operating leases are recognised in the statement of comprehensive income on a straight-line basis over the term of 

the lease.

(z) Finance expense
Finance expense comprises interest expense on borrowings and is recognised in the statement of comprehensive income using the effective 

interest method.

(aa) 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 

acquisition of the asset or as part of the item of 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.

Notes to the Financial Statements  
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Consolidated

2012
$’000

2011
$’000

(a) Insurance result 
Premium revenue 634,116 598,563
Outwards reinsurance premium expense (77,161) (75,716)

Claims expense (399,895) (600,348)
Reinsurance and other recoveries revenue 9,491 243,009

Acquisition costs (62,313) (59,412)
Other underwriting expenses (70,321) (63,167)

Consolidated 2012

Current
Year

$’000

Prior
Years
$’000

Total
$’000

(b) Net incurred claims

Gross claims incurred – undiscounted 510,246 (124,620) 385,626
Discount movement (17,424) 31,693 14,269

Reinsurance and other recoveries revenue – undiscounted (52,002) 45,692 (6,310)
Discount movement 2,680 (5,861) (3,181)

Notes to the Financial Statements  
for the year ended 31 December 2012
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Consolidated 2011

Current
Year

$’000

Prior
Years
$’000

Total
$’000

(b) Net incurred claims (continued)

Gross claims incurred – undiscounted 673,851 (111,112) 561,991
Discount movement (22,073) 60,430 38,357

Reinsurance and other recoveries revenue – undiscounted (246,137) 7,719 (238,418)
Discount movement 5,273 (9,864) (4,591)

During the year the payment and incurred cost movements attaching to CTP large claims experienced downwards revisions.   Additionally, 

due to continued stabilisation, the assumed cost per policy for recent accident years were also revised downwards.   These two revisions 

pertaining to CTP are the key drivers of the overall release from prior years.  Offsetting these downwards revisions was an increase in the 

The Appointed Actuary has not changed the model from the previous analysis of the Queensland CTP Industry experience.   This model 

looks at the actual emerging cost per policy experience by injury severity level and also splits the analysis between small and large 

claims.  For year 2003 and earlier, the Appointed Actuary uses a methodology for valuing the outstanding claims liability based on RACQ 

Insurance Limited’s own reported incurred development experience.

(c) Actuarial assumptions and methods
The RACQ Group uses different valuation approaches for Personal Insurance (PI) and Compulsory Third Party Insurance (CTP).   The RACQ 

Group utilises valuations performed by external and internal actuaries to value the outstanding claims and related recoveries.   The actuarial 

methods used are based on the underlying attributes of the claims portfolio.   The process for determining the value of outstanding claims 

liabilities in respect of these classes is described below.

Personal Insurance

reported.   The main actuarial valuation model used is the Chain Ladder model on claim cost.   This model determines the underlying  

ratios of the claims cost in each successive time period and uses these ratios to project the current cost to the estimated ultimate  

cost.  For recoveries and home liability claims where there is greater uncertainty due to their longer term nature, a method that blends 

CTP Insurance

reported.   Two valuation methods are used to model gross outstanding claims.

1.  For accident periods up to and including 2006, RACQ Insurance Limited’s case estimates were adopted with a development margin 

added based on an analysis of case estimate trends.  For accident periods beyond 2006 large and small claims cost per policy were 

modelled separately.  Reference is also made to industry data in setting these costs.

2.  For large claims a model was used that blends the expected initial large claims cost per policy with the emerging case experience.   

For the small claims the model examines and selects a cost per policy based on groupings on the Abbreviated Injury Scale (AIS).

Notes to the Financial Statements  
for the year ended 31 December 2012
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(c) Actuarial assumptions and methods (continued)

money.  Discount rates have fallen over the course of the year and this has increased the size of the provisions required to cover future 

claims cost.

The actuarial assumptions used in determining the outstanding claims liability are:

2012 
Personal Lines

2011  
Personal Lines

Discount rate 2.83% 2.86% 3.41% 3.38%
- 4.00% - 4.00%
- 3.50% - 3.50%

Weighted average expense rate 4.66% 5.75% 3.71% 5.75%

The process used to determine these assumptions is provided below:

Discount rate

Commonwealth Government bonds as at the balance date.

claims cost development patterns.

 

weekly earnings. 

implicit in the claims cost development patterns.

 

 

Expense rate
Future claims handling costs were selected with reference to industry benchmarks and the experience of claims handling costs as a 

percentage of past payments.  Claim handling expense rates are expressed gross of all recoveries for CTP insurance in the table above.   

Claim handling expense rates for PI are expressed gross of reinsurance and non-reinsurance recoveries, but net of input tax credit recoveries.

Sensitivity analysis – insurance contracts
The RACQ Group conducts sensitivity analyses to quantify the exposure to risk of changes in the key underlying variables.   The valuations 

included in the reported results are calculated using certain assumptions about these variables as disclosed above.   The movement in any key 

basis.   The variables presented in the table have been selected based on their materiality within the respective classes of business.
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(c) Actuarial assumptions and methods (continued)

Variable Impact of movement in variable

Non-reinsurance recovery rate

Motor non-reinsurance recoveries are deducted from gross outstanding claims to calculate a 

net outstanding claims provision.  Future recoveries are derived using a model based on actual 

experience.   An increase or decrease in the non-reinsurance recovery rate per claim for the most 

recent periods would have an opposing impact on the outstanding claims provision.

Development factor 

The outstanding claims provision for Personal Insurance is calculated using a Chain Ladder model.   

This model determines the underlying ratios of the incurred claims cost in each successive time 

period and uses these ratios or development factors to project the current claims cost to the 

estimated ultimate cost.   An increase or decrease in the initial Chain Ladder development factor  

would have a corresponding increase or decrease in the outstanding claims provision.

Discount rate

The outstanding claims liability is calculated by reference to expected future payments.   

These payments are discounted to adjust for the time value of money.   An increase or decrease  

in the assumed discount rate will have an opposing impact on the outstanding claims provision.

increases.   An increase or decrease in the assumed levels of either economic or superimposed 

reference to longer tail business.

Cost per policy

The valuation model uses a cost per policy to calculate the net outstanding claims provision for 

CTP.   An increase or decrease in the cost per policy would have a corresponding increase or decrease 

in the outstanding claims provision.

the prima facie rate of 30%.

RACQ Group 2012 Financial impact

Impact of changes in key variables
Movement 
in variable

Increase / 
(decrease) to 

central estimate 
in net outstanding 

claims

surplus / 
(deficiency) 

after tax
Accumulated 

funds

$’000 $’000 $’000

Personal insurance

Non-reinsurance recovery rate
-$10 223 75,511 938,477

+$10 (223) 75,823 938,789

Development factor
+10% 2,453 73,950 936,916
-10% (2,453) 77,384 940,350

Compulsory third party

Discount rate
-1% 10,824 68,090 931,056

+1% (10,438) 82,974 945,940
+1% 8,964 69,392 932,358
-1% (8,644) 81,718 944,684

Cost per policy for 2011 and 2012
+10% 13,984 65,878 928,844
-10% (13,927) 85,416 948,382
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RACQ Group

2012
$’000

2011
$’000

Investment income
Dividend income 1,001 1,147
Interest income 64,462 66,883

(70) (292)

4,757 23,304
 Realised gains / (losses) (316) (3,437)

Other revenue
Rent received from other parties 1,860 2,314
Other income 13,240 7,241
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(a) Surplus before tax has been arrived at after charging / (crediting) the following items:

RACQ Group

2012
$’000

2011
$’000

Depreciation expense:
 Buildings 418 392
 Plant and equipment 8,640 7,661
 Depreciation – investment property 216 325

Amortisation expense:
 Software and licensing costs 6,354 6,810
 Customer relationships 6,570 6,229
 Customer contracts - 2,369
 Outstanding claims fair value adjustment 9,305 9,534
 Expenses allocated to underwriting and acquisition cost and insurance claims expenses (1,837) (2,434)

Impairment losses
Impairment loss on receivables 1 14

82 639
 Impairment loss on non-reinsurance recoveries receivable 1,138 341

642 (54)
3,444 -

(b) Personnel expenses

Wages and salaries 102,206 91,796
8,941 7,680

391 473
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RACQ Group

2012
$’000

2011
$’000

Recognised in the statement of comprehensive income

- Current year 26,559 20,039
- Adjustments for prior years (2,197) (2,678)

- Origination and reversal of temporary differences (16,481) 955
- -

9 -
816 (220)

Prima facie tax expense calculated at 30% (2011:  30%)  on operating surplus before tax 25,064 26,253

Movement in income tax expense due to:
- Non-deductible expenses (766) (701)
- Mutual income and related deductions (5,557) (7,527)
- Tax offset in franked dividends (278) (308)
- Prior year under / (over) provision for research and development amendments (10,660) -
- Prior year under / (over) provision other 78 599

Trade receivables 3,284 2,390
Instalment insurance premiums 138,824 119,546
Other 3,179 11,008

The RACQ Group’s exposure to credit risk and impairment loss is disclosed in Note 24.

Notes to the Financial Statements  
for the year ended 31 December 2012

52



RACQ Group

2012
$’000

2011
$’000

Reinsurance recoveries
Expected future reinsurance recoveries undiscounted
 On paid claims 4,506 7,937
 On outstanding claims 66,575 124,259

Discount to present value (4,372) (6,923)

Other recoveries
Expected future other recoveries undiscounted
 On paid claims 55,520 46,867
 On outstanding claims 56,425 65,053

Discount to present value (5,224) (5,986)
Provision for impairment (17,021) (15,883)

Current 78,021 111,018
Non-current 78,388 104,306

RACQ Group

2012
$’000

2011
$’000

Deferred acquisition costs
30,518 28,166
63,572 61,764

Amortisation expense (62,313) (59,412)

Deferred reinsurance asset
31,980 10,426

Reinsurance premiums expensed during the year (77,161) (75,716)
Reinsurance premiums taken up during the year 80,793 97,270
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RACQ Group

2012
$’000

2011
$’000

Available for sale
Debt securities 12,223 15,775
Interest bearing deposits 102,740 133,094

Debt securities, deposit and bills 444,261 365,443

Available for sale
Equity securities 19,670 17,861
Debt securities 17,858 25,730
Interest bearing deposits 13,566 -
Other unlisted investments 8,268 8,268

Debt securities, deposit and bills 647,772 637,971

The RACQ Group’s exposure to credit and interest rate risks related to investments is disclosed in Note 24.

Prepayments 6,233 3,615

206 -
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13 INVESTMENT PROPERTY RACQ Group

2012
$’000

2011
$’000

Cost 16,167 16,167
Disposals (6,851) -
Accumulated depreciation (1,533) (2,400)
Balance at 31 December 7,783 13,767

Balance of accumulated depreciation at 1 January 2,400 2,075
Depreciation expense 216 325
Accumulated depreciation related to disposal (1,083) -
Balance of accumulated depreciation at 31 December 1,533 2,400

The fair value of the investment property has been determined by an independent valuation carried out as at 13 December 2012 by 

McGees AAPI to be $14,220,000.   The basis of valuation was open market value for existing use.  Based on current circumstances there  

is no evidence to suggest that the carrying value of investment property is impaired.

14 TAX ASSETS AND LIABILITIES

Recognised deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

Assets Liabilities Net

RACQ Group
2012

$’000
2011

$’000
2012

$’000
2011

$’000
2012

$’000
2011

$’000
Property, plant and equipment - - (12,560) (1,311) (12,560) (1,311)
Acquisition adjustment - - (10,875) (16,096) (10,875) (16,096)
Investments 355 593 (8,258) (7,694) (7,903) (7,101)
Claims handling costs on outstanding claims 10,017 9,793 - - 10,017 9,793

6,010 5,776 - - 6,010 5,776
Provisions 544 400 - - 544 400
Other items 3,309 1,217 (69) (159) 3,240 1,058
Tax losses recognised 23,295 3,593 - - 23,295 3,593
Tax assets / (liabilities) 43,530 21,372 (31,762) (25,260) 11,768 (3,888)
Set off of tax (31,762) (21,372) 31,762 21,372 - -
Net tax assets / (liabilities) 11,768 - - (3,888) 11,768 (3,888)
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RACQ Group

2012
$’000

2011
$’000

Freehold land
At cost 20,830 20,963

Buildings
At cost 16,728 16,664
Accumulated depreciation (4,108) (3,701)

Plant and equipment
At cost 90,230 86,072
Accumulated depreciation (45,589) (40,463)

Capital works in progress
At cost 2,089 1,913

Reconciliations of the carrying amounts for each class of property, plant and equipment are set out below:

Freehold land
Carrying amount at beginning of year 20,963 20,963
Disposals (133) -
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RACQ Group

2012
$’000

2011
$’000

Buildings
Carrying amount at beginning of year 12,963 13,355
Disposals (34) -
Additions 109 -
Depreciation (418) (392)

Plant and equipment
Carrying amount at beginning of year 45,609 40,162
Additions 6,147 5,167
Transfer from capital works in progress 2,358 8,860
Disposals (833) (919)
Depreciation (8,640) (7,661)

Capital works in progress
Carrying amount at beginning of year 1,913 2,109
Additions 2,534 8,664
Transfers (2,358) (8,860)

An independent valuation of freehold land and buildings was carried out as at 13 December 2012 by McGees AAPI.   The basis of valuation 

was open market values for existing use and resulted in a valuation of $60,970,000.   As the RACQ Group adopts the cost basis for land and 

suggest that the carrying value of land and buildings is impaired.
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RACQ Group

2012
$’000

2011
$’000

Goodwill
Carrying amount at beginning of year 238,927 238,927

Software and licensing costs
Carrying amount at beginning of year 13,059 7,169
Transfer from capital works in progress 4,093 9,287
Other acquisitions 1,281 979
Amortisation (6,354) (4,376)

Customer relationships
Carrying amount at beginning of year 20,868 27,097
Amortisation (6,570) (6,229)

Outstanding claims fair value adjustment
Carrying amount at beginning of year 30,570 40,104
Amortisation (9,305) (9,534)

Customer contracts
Carrying amount at beginning of year - 2,369
Amortisation - (2,369)

Capital works in progress
Carrying amount at beginning of year 48,619 5,120
Additions 59,970 52,786
Transfer (4,093) (9,287)

The amortisation of software and licensing costs, customer relationships, outstanding claims fair value adjustment and customer contracts is 

recognised in the amortisation of intangible assets in the statement of comprehensive income.

Notes to the Financial Statements  
for the year ended 31 December 2012

58



 

RACQ Group

2012
$’000

2011
$’000

RACQ Insurance Limited 238,208 238,208
719 719

Capital works in progress software 103,167 49,168

 

was recognised for 2011).   The assessment for 2011 was based on the independent valuation that was conducted for the purpose of  

the acquisition.

Key assumptions used in the calculation of recoverable amounts are discount rates, terminal value growth rates and EBITDA growth.   

These assumptions are as follows:

Discount Rate
Terminal Value 
Growth Rate

Budgeted Average 
EBITDA Growth Rate

2012 
%

2011 
%

2012 
%

2011 
%

2012 
%

2011 
%

RACQ Insurance Limited 10.0 11.0 2.5 2.5 4.6 11.4

The RACQ Insurance Limited discount rate is a post-tax measure estimated based on past experience and industry average weighted 

average cost of capital.

A long-term growth rate into perpetuity has been determined, which does not exceed the long term average growth rate for the industry.

 

with adjustments where future activities are expected to differ materially from past performance.   A reasonably possible change in any of 

these assumptions would not cause impairment.
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RACQ Group

2012
$’000

2011
$’000

Trade payables 50,483 47,617
Other payables and accruals 10,243 13,607

Unearned insurance premium liability
300,736 289,398

Insurance premiums written during the year 661,693 610,413
Insurance premiums earned during the year (634,116) (599,075)

Unearned member subscriptions 65,839 63,581

Central estimate 647,001 690,937
Claims handling costs 35,250 35,596

Discount to present value (44,488) (53,328)
Risk margin 131,712 126,325

Current 259,433 297,496
Non-current 510,042 502,034

taking into account potential uncertainties relating to the robustness of the various valuation models and the underlying assumptions, 

reliability and volume of data available, past claims experience, characteristics of the classes of business written, and industry and market 

conditions.  In respect of catastrophe claims breaching the reinsurance retention for the Personal Insurance class of business, no risk margin 

has been applied against the net outstanding claims provision.   This methodology has been applied as the ultimate cost to RACQ Insurance 

Limited will not be greater than the reinsurance retention.

The assumptions regarding uncertainty for each class of business were applied to the net central estimates, and the results were aggregated, 
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RACQ Group

2012
%

2011
%

Risk margins applied
Personal insurance 20.7 20.4
Compulsory third party 28.0 28.0

27.1 27.1

$’000 $’000

Opening net outstanding claims liability 584,206 559,657
Prior periods
 Claim payments (158,263) (132,834)
 Discount unwind 13,116 20,179
 Margin release on prior periods (36,615) (26,503)
 Incurred claims due to changes in central estimate basis (61,012) (83,972)
 Change in discount rate 4,441 13,203
 Change in reinsurance on paid claims 233 (3,799)
Current period
 Net central estimate for current period 209,775 191,546
 Net change in reinsurance on paid claims 3,196 (2,533)
 Risk margin on current period net outstanding claims 53,989 49,262

Reinsurance and other recoveries receivable 156,409 215,324
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The following table shows the development of undiscounted outstanding CTP claims relative to the ultimate expected claims for the  

10 most recent accident years.   Amounts are net of reinsurance and third party recoveries.

Accident 
year

2003 
$’000

2004 
$’000

2005 
$’000

2006 
$’000

2007 
$’000

2008 
$’000

2009 
$’000

2010 
$’000

2011 
$’000

2012 
$’000

Total 
$’000

At end of 
accident year

83,995 89,297 87,431 84,625 96,835 117,735 145,608 142,819 149,350 157,712

One year later 73,847 79,742 72,598 81,279 102,930 115,858 134,086 122,314 132,391 -
Two years later 66,288 72,010 76,326 91,318 103,165 110,733 120,140 100,274 - -
Three years later 62,226 72,725 67,200 80,038 90,179 100,875 118,249 - - -
Four years later 52,762 66,138 64,611 75,020 86,897 101,682 - - - -
Five years later 52,122 63,141 60,453 72,761 87,890 - - - - -
Six years later 50,081 60,532 59,597 75,365 - - - - - -
Seven years later 51,447 58,098 58,493 - - - - - - -
Eight years later 49,491 57,470 - - - - - - - -
Nine years later 48,879 - - - - - - - - -
Current estimate 
of cumulative 
claims cost

48,879 57,470 58,493 75,365 87,890 101,682 118,249 100,274 132,391 157,712 938,405

Cumulative 
payments

(48,261) (54,491) (55,451) (63,893) (79,049) (74,840) (73,733) (41,550) (15,410) (758) (507,436)

Discount (31,962)
Claims handling 
expenses

27,412

2002 and prior 276

Outstanding 
claims – Personal 
Insurance 

54,659

Risk margin 131,712

As other personal insurance (comprising motor, house and pleasurecraft) is all short tail, the majority of claims are settled within a 12-month 

period and therefore there is no material claim developments beyond a one-year timeframe that require disclosure.
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RACQ Group

2012
$’000

2011
$’000

328,313 300,736
Related deferred acquisition costs (31,777) (30,518)
Related reinsurance asset (32,817) (23,985)

from future claims 245,778 244,089
Risk margin 21,116 19,798

(9,480) (23,723)

The risk margin adopted in 2012 is 8.9% (2011 was 9.0%).   The risk margin applied in the calculation of present value of expected future 

personal lines basis given the broadly similar risks between personal insurance and CTP classes of business.

In calculating the related reinsurance asset, the deferred reinsurance asset is adjusted for future risk, which is consistent with the APRA 

capital calculations.

RACQ Group

2012
$’000

2011
$’000

Salaries and wages accrued 7,563 4,963
Liability for annual leave 11,451 9,781
Liability for long service leave 7,670 6,637

Liability for long service leave 3,548 3,083
- 347

Details of contributions into the employee superannuation plan during the year and contributions payable are as follows:

RACQ Group

2012
$’000

2011
$’000
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Plan 
assets at

net 
market

value
$’000

Total
accrued
benefits

$’000

Surplus/
(deficit)

$’000

Total
vested

benefits
$’000

RACQ Superannuation Fund 2012 18,286 18,080 206 13,900
RACQ Superannuation Fund 2011 16,587 16,934 (347) 12,300

2012 2011

Discount rate                                                                                                  3.3% pa 3.7% pa
Rate of investment returns 6.2% pa 6.2% pa
Rate of salary increase 5.0% pa 5.0% pa
Over the long term credited interest rates will approximate the investment returns of the assets 

Rates of death and disablement and early retirement and resignation based on documented  
past experience
Contributions tax of 15% on employer contributions including members’ packaged contributions

The major categories of plan assets as a percentage of total plan assets are as follows:
Australian equities 22.0% 22.0%
International equities 19.0% 19.0%

46.0% 46.0%
Alternative assets 4.0% 4.0%
Property 9.0% 9.0%

RACQ Group

2012
$’000

2011
$’000

Investment revaluation reserve 6,971 5,049

Balance at the beginning of year 5,049 5,190
1,922 (141)

As a result of the nomination of ‘other investments’ being as available-for-sale assets, cumulative net changes in fair value of these assets other 

than impairments are adjusted through this reserve.

Notes to the Financial Statements  
for the year ended 31 December 2012

64



RACQ Group

2012
$’000

2011
$’000

Within one year 3,341 3,184
10,528 5,688
2,284 2,704

The RACQ Group leases property under operating leases that expire within 2 to 10 years.  Some lease payments are increased at  

 

local price index.  During the year operating lease expense of $1,850,000 was recognised in the statement of comprehensive income  

(2011: $1,589,000).

Contracted but not provided for and payable:
Within one year 11,121 42,042

Within one year 1,387 2,364
2,546 7,048

for additional rent receipts that are based on changes in a local price index.  During the year rental income of $1,861,332 was recognised in 

the statement of comprehensive income (2011:  $2,171,000).

Direct operating expenses including repairs and maintenance associated with holding these investment properties were $244,000  

(2011:  $314,000).

instruments.

This note presents information about the RACQ Group’s exposure to each of the above risks, its objectives, policies and processes for 

measuring and managing risk, and the management of capital.  

The Board of Directors has overall responsibility for the establishment and oversight of the risk management framework.   The risk 

oversight as distinct from the risks which exist in other controlled entities.   External regulatory oversight applies to wholly owned 

subsidiaries, Club Insurance Holdings Pty Limited (CIH) and RACQ Insurance Limited (RACQ Insurance).   CIH has been established for 

the sole purpose of holding the consolidated entities interest in RACQ Insurance and monitoring its operational performance.  CIH and 

RACQ Insurance form a Level 2 Insurance Group for the purpose of prudential regulation.   As such the information for these entities is 

consolidated for regulatory and management purposes.     

Notes to the Financial Statements  
for the year ended 31 December 2012

65

A
N

N
U

A
L 

R
E

P
O

R
T

 2
01

2



Based on the framework established, risk management within the RACQ Group is therefore the responsibility of the Boards of the Royal 

Automobile Club of Queensland Limited, CIH and RACQ Insurance.   Each Board has established Committees, which assist the respective 

Boards in developing and monitoring risk management policies.   These Committees report regularly to their Boards of Directors on  

their activities.

Risk management policies are established to identify and analyse the risks faced by the RACQ Group, to set appropriate risk limits and 

market conditions and the RACQ Group’s activities.   The RACQ Group, through its management standards and procedures, has developed 

a control environment in which all employees understand their roles and obligations.

The Committees responsible for risk management oversee how Management monitors compliance with relevant risk management policies 

and procedures, and review the adequacy of the risk management framework in relation to the risks faced by the respective activities.   

The Committees are assisted in their oversight roles by the RACQ Group Internal Auditors.   The Internal Auditors undertake both regular 

and ad hoc reviews of risk management controls and procedures, the results of which are reported to the relevant Committees.

All insurance activities conducted by the RACQ Group are carried on by RACQ Insurance and CIH (the Level 2 Insurance Group),  

which is subject to prudential standards issued by the Australian Prudential Regulation Authority (APRA).   

In accordance with Prudential Standard GPS 220 Risk Management and GPS 221 Risk Management: Level 2 Insurance Groups issued by APRA, 

the Boards of Directors of CIH and RACQ Insurance, in conjunction with the responsible Management, have developed, implemented and 

maintained a Risk Management Strategy (RMS) for both RACQ Insurance and the Level 2 Insurance Group.

The RMS’s aim to ensure that both RACQ Insurance and the Level 2 Insurance Group have in place prudent risk management systems to 

effectively identify, evaluate, mitigate and monitor all key risks that the RACQ Group faces through its insurance operations.

The Board and Management have the responsibility to ensure the assets of the RACQ Group are safeguarded from risk, provide employees 

with a safe working environment and ensure that RACQ Insurance Limited is able to meet its obligations to policyholders as and when they 

fall due.

The RACQ Insurance Limited’s Board Audit Risk and Compliance Committee oversees how management monitors compliance with the 

Risk Management policies and procedures. The Committee is assisted in its oversight role by Internal Audit who undertakes regular reviews 

of Risk Management controls and procedures, the results of which are reported to the RACQ Insurance Limited’s Board Audit Risk and 

Compliance Committee.

The CIH and RACQ Insurance Boards of Directors are responsible for reviewing their respective RMS annually to ensure that they provide 

Insurance certify each year to APRA that the respective entities have systems in place to ensure compliance with legislative and prudential 

risk management arrangements.

The key components of the RMS that aim to mitigate insurance risk include:

monitoring of operations.  Each individual policyholder pays a premium that is based on their relative risk in comparison to other 

policyholders;

Claims operations are managed in accordance with claims handling rules and guidelines, with regular quality assessment and monitoring 

of operations.   These include, among other factors, delegations of authority for acceptance and approval of claims, review processes for 

claim payments and processes for accurate initial and ongoing claims provisioning; and

A Liability Valuation Strategy ensures that the RACQ Group’s insurance liabilities are measured in accordance with the Insurance Act 

1973 and the provisions of APRA prudential standard GPS 310 Audit and Actuarial Reporting and Valuation.
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In addition to the RMS, both the Level 2 insurance group and RACQ Insurance Limited have developed, implemented and maintained 

Reinsurance Management Strategies (REMS).   The REMS have been developed in accordance with GPS230 Reinsurance Management issued 

by APRA.

The Level 2 insurance group REMS incorporates the operational elements of the RACQ Insurance Limited REMS and introduces additional 

Level 2 insurance group and they enable the Level 2 insurance group to monitor and manage the adequacy of the reinsurance arrangements 

for the Level 2 insurance group as a whole.     

RACQ Insurance Limited has in place comprehensive reinsurance arrangements to increase the capacity to underwrite new insurance 

business and, at the same time, reduce the volatility of operating performance.

The REMS documents the reinsurance processes and arrangements that RACQ Insurance Limited has in place to provide the necessary 

security and liquidity to meet its obligations to policyholders and hence provide protection to the assets of RACQ Insurance Limited and 

ultimately the RACQ Group.

The key components of the REMS that aim to mitigate insurance risk include:

the purchase of adequate reinsurance, up to the maximum policy limitations, for each distinct product line.  In respect of catastrophic 

events, actuarial modelling is used to calculate the Probable Maximum Loss (PML) with a return period of 1 in 250 years.   This is 

modelled on a ‘Whole of Portfolio, All Perils’ basis;

in respect of the retention levels of the respective reinsurance placements, consideration is given, among other factors, to current 

reinsurance pricing and past claims experience;

consideration is given to the credit ratings of reinsurers, with an annual review of minimum allowable ratings and regular monitoring of 

current participants to ensure compliance with minimum standards; and 

the reinsurance program is spread across major reinsurance markets to avoid over dependency on any one market and to generate 

innovation and competition for business.

From 1 January 2013 APRA requires all insurers to hold reinsurance for catastrophic events that have a PML over a return period of 1 in 

200 years, at a minimum ( ).  RACQ Insurance Limited’s 2012/2013 Catastrophe 

Reinsurance Program was placed in accordance with its REMS requirement of covering a PML with a return period of 1 in 250 years,  

and therefore RACQ Insurance Limited has reinsurance coverage above the new APRA minimum.

RACQ Insurance Limited has developed and maintains a standard insurance contract for all insurance policies.   The terms and conditions of 

these insurance contracts are based upon legislative requirements as stipulated within the Insurance Contracts Act 1984.  RACQ Insurance 

Limited utilises these standard contracts for all insurance policies entered into between RACQ Insurance Limited and its policyholders.   

across both short tail (Personal Insurance) and long tail (Compulsory Third Party) classes of business.   

The largest risk faced by RACQ Insurance Limited in respect of concentration is the risk of natural catastrophes.   As documented within the 

REMS, all risks are aggregated via postcode and then modelled with commercial catastrophe modelling tools to evaluate the single largest 

risk, or PML.

The largest insurance risk faced by RACQ Insurance Limited is tropical cyclone wind induced damage in the south-east corner  

of Queensland.   The PML, as calculated by the catastrophe models for this event, is used as the minimum level of catastrophe  

reinsurance required.
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contractual obligations, and arises principally from the RACQ Group’s investment securities and receivables from reinsurers and other 

insurance related recoveries from third parties.  

The RACQ Group manages credit risk through the use of a Credit Management Strategy.   This strategy aims to reduce the exposure to 

 

owed on a timely basis.  Exposure to credit risk is monitored on a regular basis.   

The RACQ Group has investment policies in place that detail the investment strategies and the investments the RACQ Group is allowed to 

invest in, as well as the investment portfolio structures that detail the share of each investment class in the investment portfolio.   According 

to the policy the RACQ Group invests in:

Equity securities;

Fixed interest securities; and

Investment properties.

rating exposure limits that are reviewed on a regular basis.  Given these exposure limits management does not expect any counterparty to 

fail to meet its obligations.   

The credit risk associated with the reinsurance arrangements is managed within RACQ Insurance Limited and is regularly monitored by 

a Senior Executive Committee of RACQ Insurance Limited and by specialised reinsurance brokers operating within the international 

reinsurance market.   The credit risk to reinsurers is managed through RACQ Insurance Limited having a pre-determined policy on the 

appropriate credit rating a reinsurer must have to participate in the reinsurance program.   

RACQ Insurance Limited does not expect any counterparties to fail to meet their obligations given their credit ratings.  Reinsurance is placed 

with companies with Standard and Poor’s credit ratings of A minus or better.  Over-concentration of credit risk is avoided by placement 

of cover with a number of reinsurers.  Reinsurance contracts include a provision that protects RACQ Insurance Limited in the event of a 

downgrade below A minus whereby that individual reinsurer can be replaced.

The credit risk from other insurance-related recoveries with third parties arises from the issuing of recovery action against individual 

recoveries.  

Refer to Note 28 regarding deed of cross guarantee.

 

impairment.   
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& Poor’s credit rating:

AAA
$’000 

AA+ to 
AA-

$’000

A+ to 
A-

$’000

Below 
A- 

$’000

Not 
rated
$’000

Total
$’000

Cash and cash equivalents - 15,437 44,561 - 4 60,002
Debt securities 554,516 287,803 79,846 9,127 - 931,292
Trade and other receivables - - - - 145,287 145,287
Reinsurance recoveries - 30,832 35,877 - - 66,709
Other recoveries 46,597 - - - 43,103 89,700
Deposits and bills - 199,681 92,043 14,202 1,202 307,128

Cash and cash equivalents - 8,620 28,795 - 63 37,478
Debt securities 586,454 289,190 76,996 10,593 1,172 964,405
Trade and other receivables - - - - 132,944 132,944
Reinsurance recoveries 1,065 56,210 67,998 - - 125,273
Other recoveries 55,399 - - - 34,652 90,051
Deposits and bills - 186,345 19,052 6,531 1,680 213,608

The following table shows an analysis of the age of receivables that are past due as at the reporting date and any provision for impairment.  

Gross
Provision for 
impairment

$’000 $’000

Not past due 262,188 -
Less than 6 months overdue 12,902 (2,289)
More than 6 but less than 12 months overdue 6,337 (3,215)
More than 12 months but less than 24 months overdue 13,681 (2,337)
More than 24 months overdue 23,628 (9,199)

Not past due 316,530 -
Less than 6 months overdue 10,586 (2,520)
More than 6 but less than 12 months overdue 16,835 (1,809)
More than 12 months but less than 24 months overdue 7,709 (2,824)
More than 24 months overdue 12,509 (8,748)
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The movement in the allowance for impairment in respect of receivables during the year was as follows:

RACQ Group

2012
$’000

2011
$’000

Balance at 1 January 15,901 15,583
Impairment for the year 1,139 318

both normal and stressed conditions, without incurring unacceptable losses or risking damage to the RACQ Group’s reputation.

employee and supplier obligations at all times.   This is achieved by ensuring that investments held to match policyholder and other liabilities 

minimum levels of cash are held within the trading bank accounts.   These accounts are reviewed daily, in conjunction with obligations to 

Less than 
1 year 
$’000

1 – 3 years
$’000

3 – 5 years
$’000

More than 
5 years

$’000
Total
$’000

Outstanding claims liability 259,433 298,943 123,814 87,285 769,475
Trade and other payables 60,726 - - - 60,726

394,152 - - - 394,152

Outstanding claims liability 297,496 363,922 107,114 30,998 799,530
Trade and other payables 61,224 - - - 61,224

364,317 - - - 364,317

Market risk is the risk that changes in market prices, such as interest rates and equity prices, will affect the RACQ Group’s income or the 

within acceptable parameters, while optimising the return.

The RACQ Group manages market risk through the use of various Investment Management Strategies.

RACQ Insurance Limited’s investment portfolio is managed by an external third party investment manager, in accordance with the 

investment guidelines approved by the RACQ Insurance Limited Board of Directors.  However, $120m of the cash investment for its 

Shareholders’ Funds portfolio is managed by The Royal Automobile Club of Queensland Limited.   The investment guidelines are stipulated 

within an Investment Mandate, which provides the investment rules for asset selection, credit worthiness, maximum exposures to single 

counterparties, and performance benchmarks.
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The RACQ Group, through its Investment Committee, reviews and approves the Investment Strategies and Investment Mandates at 

least annually.   The performance of all investment managers (both external and internal), including compliance with investment guidelines 

stipulated within the Investment Strategies and Mandates, is reviewed on a regular basis by both management and the Boards of Directors.

Interest rate risk arises from the revaluation of interest-bearing securities held by the RACQ Group.   The underlying objective of the 

insurance investment portfolios is to immunise the insurance operating result from volatility arising from interest rate movements, noting 

that the insurance liabilities are discounted using the risk-free rate.   

credit, compared to the liabilities.   To mitigate this risk, the investments are held at an average duration that broadly matches the average 

duration of a corresponding liability provision.  Within the insurance business, the use of an average duration can expose investment 

portfolios to dispersion risk, where the underlying components of the assets and liabilities are not matched.   To reduce dispersion risk,  

the investment manager provides comparison of assets and liabilities across annual time series.   This is monitored on a monthly basis to 

ensure that there is a minimal exposure due to duration and/or dispersion risk.

liabilities is set out below:

Weighted 
Average 
Interest 

Rate

Floating 
Interest 

Rate
$’000

Less 
than  

1 year
$’000

1 – 2 
years
$’000

2 – 3 
years
$’000

3 – 4 
years
$’000

4 – 5 
years
$’000

More 
than  

5 years
$’000

Total
$’000

Financial Assets
Cash 2.83% 60,002 - - - - - - 60,002
Investments 5.27% 176,144 452,623 167,522 156,246 87,467 66,889 131,529 1,238,420

Financial Assets
Cash 2.89% 37,478 - - - - - - 37,478
Investments 5.66% 119,999 468,140 169,059 195,977 109,326 39,821 75,691 1,178,013

assets held at the balance date is shown in the table below.   This analysis assumes that a change in interest rates results in a parallel shift in 

the yield curve and that all other variables remain constant.   The analysis is performed on the same basis as in 2011.

technical reserves portfolio representing the most material impact.   The corresponding impact on the CTP outstanding claims provisions of a 

1% decrease in interest rates is a strengthening of $10.8M as detailed in Note 2 (c) General insurance activities - Actuarial assumptions and 

not move equally the resulting impact on the outstanding claims provision and / or investment portfolio would differ, leading to an adverse / 

favourable impact on surplus.   
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The investments of RACQ Insurance Limited comprise three separate investment portfolios.

Technical Reserves (Personal Insurance) – The Personal Insurance portfolio supports the technical liabilities of RACQ Insurance Limited’s 

estimated liabilities;

Technical Reserves (Compulsory Third Party) – The CTP portfolio supports the technical liabilities of RACQ Insurance Limited’s CTP 

and

The Shareholders’ Funds portfolio supports the working capital and retained earnings of RACQ Insurance Limited and is invested in 

of factors, including market conditions, capital position and future market outlook.

Movement 
in variable

Impact to 
investment 

income 
before tax

$’000

Surplus/
(deficiency) 

after tax
$’000

Impact 
on equity 
after tax

$’000

75,667 938,633

CTP technical reserves 15,024
Personal Insurance technical reserves 1,687
Shareholders’ funds 2,646

4,216
Total

69,195 861,044

CTP technical reserves 14,093
Personal Insurance technical reserves 225
Shareholders’ funds 1,077

4,429
Total

Equity price risk is the risk of loss in current and future earnings from adverse moves in equity prices and arises from available-for-sale 

equity securities.   Any overall downturn in the equities market may impact on the current and future results of the RACQ Group.  Equity 

risk is managed by incorporating a diverse holding of blue-chip equities.   98.7% (2011:  98.6%) of the market value of the equity securities 

 

a 1% increase in the ASX 200 index at the reporting date would have increased equity reserves by $196,700 (2011: $178,608); an equal 

change in the opposite direction would have decreased equity reserves by $196,700 (2011: $178,608). 
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24 FINANCIAL RISK MANAGEMENT (CONTINUED)

Market risk (continued)

(iv) Credit spread risk
The outstanding insurance claims provisions are discounted at the risk-free rate while the insurance investments are benchmarked against 

an index comprised of government, semi-government and corporate interest-bearing securities.   Where these two distinct series of interest 

rates or yield curves move in different proportions any offsetting adjustment will not be matched, leading to an adverse or favourable impact 

(v) Other market price risks
Investments in property are restricted to direct property investments or unlisted property trusts with listed property trusts included in the 

equity securities portfolio.   All property investments have to adhere to Board-approved investment property guidelines that are reviewed on 

a regular basis.

Capital management
The Board of Director’s policy is to hold the level of capital that is judged to be prudent and sustainable within the bounds of the 

Group aims to achieve a balance between:

The Level 2 Insurance Group is subject to prudential standards issued by APRA, which set out the basis for calculating the minimum capital 

requirement (MCR).   The MCR is the minimum level of capital that the regulator deems must be held to meet policyholder obligations.    

The Level 2 Insurance Group uses the standardised framework for calculating the MCR in accordance with the relevant prudential standards.   

deductions and adjustments.  Goodwill and other intangible assets are required to be deducted from Tier 1 capital.  Provisions for outstanding 

It is the RACQ Group’s policy to hold regulatory capital levels in excess of the MCR as required by APRA.   The current agreed trading range 

for capital for the Level 2 Insurance Group at 31 December 2012 is 1.75 to 2.25 times the MCR.   The Boards of Directors monitor the 
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The regulatory capital position of the Level 2 Insurance Group is set out below.

RACQ Group

2012
$’000

2011
$’000

Tier 1 capital
Paid-up ordinary shares 470,890 470,890
Retained earnings brought forward 60,182 8,056
Current year’s earnings 45,704 52,126
Excess technical provisions (net of tax) 50,204 62,720

Less goodwill and other intangible assets 274,470 291,964

Tier 2 capital
Subordinated notes 60,000 60,000

Total Tier 2 capital 60,000 60,000

Minimum capital requirement
Investment risk charge 30,761 29,476
Insurance risk charge 124,145 114,936
Concentration risk charge 25,000 25,000

The value of technical provisions required by GPS 310 Audit and Actuarial Reporting and Valuation and GPS 311 Audit and Actuarial Reporting 

and Valuation: Level 2 Insurance Groups for prudential reporting purposes differs from those adopted for accounting purposes due to the fact 

The Level 2 Insurance Group has adopted the new Internal Capital Adequacy Assessment Process (ICAAP) for application from 1 January 

2013.   The ICAAP will replace the existing capital management plan for the Level 2 Insurance Group but will still provide for a capital target 

of 2.0 times the prescribed capital requirement (PCR).   The trading range has been heightened to be 1.75 to 2.15 times the PCR, with the 

capital injection trigger point increased from 1.6 times MCR to within $5 million of 1.75 times PCR.   The increase in the trigger point for a 

toward the cost of new insurance policy management systems.
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(i) Valuation approach

market.   The fair values of these investments, except convertible notes, are determined by valuing them at the current quoted market bid 

price.   The fair values of convertible notes are determined by valuing them at the current quoted market offer price, with the debt and 

equity conversion option component parts separately valued.

Cash and cash equivalents

Trade and other receivables

Trade and other payables.

(ii) Fair values versus carrying amounts

RACQ Group

31 December 2012 31 December 2011

Carrying 
amount

$’000

Fair  
value
$’000

Carrying 
amount

$’000

Fair 
value
$’000

Equity securities available-for-sale 19,670 19,670 17,861 17,861
Debt securities for sale 30,081 30,081 41,505 41,505
Interest bearing deposit available-for-sale 116,306 116,306 133,094 133,094
Other unlisted investment available-for-sale 8,268 8,268 8,268 8,268

1,092,033 1,092,033 1,003,414 1,003,414

Trade and other receivables 145,287 145,287 132,944 132,944
Cash and cash equivalents 60,002 60,002 37,478 37,478
Trade and other payables (60,726) (60,726) (61,224) (61,224)

(iii) Fair value hierarchy

Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities 

Level 2:  inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly  

(i.e., as prices) or indirectly (i.e., derived from prices) 

Level 3:  inputs for the asset or liability that are not based on observable market data (unobservable inputs).  

Level 2 and level 3 investments have been recorded at cost, which approximates its fair value.
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(iii) Fair value hierarchy (continued)

RACQ Group
Level 1

$’000
Level 2

$’000
Level 3

$’000
Total
$’000

166,057 799 7,469 174,325
1,092,033 - - 1,092,033

Financial assets held for trading - - - -

- - - -

RACQ Group
Level 1

$’000
Level 2

$’000
Level 3

$’000
Total
$’000

192,460 799 7,468 200,727
1,003,414 - - 1,003,414

Financial assets held for trading - - - -

- - - -

RACQ Group

2012
$’000

2011
$’000

Auditors of the RACQ Group – KPMG Australia
285,350 280,900

 Other regulatory audit services 75,750 80,680

Auditors of the RACQ Group – KPMG Australia
 Actuarial services 56,000 53,000

Auditors of the RACQ Group – KPMG Australia
 Tax compliance services 491,139 346,060
 IT Advisory 285,178 166,029
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Interest held

Particulars in relation to the controlled entities
2012

%
2011

%

The Royal Automobile Club of Queensland Limited

 RACQ Operations Pty Ltd 100 100
  The Road Ahead Publishing Co Pty Ltd 100 100
  RACQ Investments Pty Ltd 100 100

 RACQ Investments No.2 Pty Ltd 100 100
  Club Insurance Holdings Pty Ltd 100 100
  RACQ Insurance Limited 100 100

 AAA Rewards Pty Ltd 100 100

 RACQ Foundation Pty Ltd (Previously RACQ Community Fund Pty Ltd) 100 100
  RACQ Foundation Fund (Previously RACQ Charitable Trust Fund) 100 100
  RACQ Foundation Trust (Established on 31 March 2011) 100 100

The parent entity, The Royal Automobile Club of Queensland Limited, is a company limited by guarantee and has no share capital.   

In the event of winding up, members are liable to the amount of $2.10 per member.   The Company has 1,291,952 (2011: 1,359,807) 

guaranteeing members.

Shares in RACQ Operations Pty Ltd and RACQ Investments No.2 Pty Ltd are held directly by the parent entity, The Royal Automobile 

Club of Queensland Limited.  RACQ Investments Pty Ltd, and The Road Ahead Publishing Co Pty Ltd are held indirectly by the parent entity, 

The Royal Automobile Club of Queensland Limited, through its 100% interest in RACQ Operations Pty Ltd.

50% of the shares in Club Insurance Holdings Pty Ltd are held by RACQ Investments Pty Ltd, and 50% of the shares in Club Insurance 

Holdings Pty Ltd are held by RACQ Investments No.2 Pty Ltd.   The shares in RACQ Insurance Limited are held by Club Insurance  

Holdings Pty Ltd.

Notes to the Financial Statements  
for the year ended 31 December 2012

77

A
N

N
U

A
L 

R
E

P
O

R
T

 2
01

2



Pursuant to ASIC Class Order 98/1418 (as amended) dated 13 August 1998, RACQ Operations Pty Ltd is relieved from the Corporations 

Cross Guarantee. RACQ Investments Pty Ltd, RACQ Investments No. 2 Pty Ltd and The Road Ahead Publishing Co Pty Ltd are parties to 

the Deed but do not require relief from the Class Order. The effect of the Deed is that the Company guarantees to each creditor payment 

in full of any debt in the event of winding up of any of the subsidiaries under certain provisions of the Corporations Act 2001. If a winding 

up occurs under other provisions of the Corporations Act 2001, the Company will only be liable in the event that after six months any 

creditor has not been paid in full. The subsidiaries have also given similar guarantees in the event that the Company is wound up.

The subsidiaries subject to the Deed are:

RACQ Operations Pty Ltd

RACQ Investments Pty Ltd

RACQ Investments No.2 Pty Ltd

The Road Ahead Publishing Co Pty Ltd.

RACQ Insurance Limited, RACQ Foundation Pty Ltd and Club Insurance Holdings Pty Ltd are not parties to the Deed.

Consolidated parties
to the Deed

2012
$’000

2011
$’000

Current assets 189,704 232,552
Non current assets 739,945 679,827

Current liabilities 90,486 105,058
Non current liabilities 2,481 6,617

Reserves 6,971 5,049
Retained surplus 795,655 776,697
Current year surplus 34,056 18,958

Revenue 227,729 223,318
Expenses 193,673 204,360
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No key management personnel have entered into a material contract with the Company or the RACQ Group since the end of the 

Key management personnel of the Company and RACQ Group may obtain membership and insurance services from the Company  

and / or its controlled entity, RACQ Insurance Limited, on the same terms and conditions as those obtained by Company employees and 

are trivial or domestic in nature.  Key management personnel may also obtain other services and products from the Company on terms  

and conditions no more favourable than those available to members and are immaterial in nature.

There are no loans to / from key management personnel.

RACQ Group

2012
$

2011
$

Key management personnel compensation comprised:

6,212,914 5,614,235
408,980 399,324
500,107 389,715

The remuneration paid by RACQ Insurance Limited to RACQ Directors, for their services as an RACQ Insurance Limited Director during 

the year totalled $549,450 (2011: $523,980).  

Directors of all other subsidiary companies within the RACQ Group are not separately remunerated for their services to those  

subsidiary companies.

Limited and Club Insurance Holdings Pty Ltd as the nominee for The Royal Automobile Club of Queensland Limited.  

During the year non-executive Directors received the following fees for their service as Directors on the Boards described above.   

Fees are inclusive of the services delivered for Board and Committee responsibilities.

2012
$

2011
$

Geoffrey Leddy * Chairman since 25 May 2011 150,000 109,286
Richard Pietsch * Chairman until 25 May 2011 75,000 93,393
Nigel Alexander * 75,000 67,500
Stephen Maitland * 75,000 67,500
Anthony Gambling 75,000 67,500
Fay Barker 75,000 67,500
Dennis Howe 75,000 67,500
Elizabeth Jameson 75,000 67,500
Bronwyn Morris 75,000 67,500
Karl Morris 75,000 67,500

* Director of Club Insurance Holdings Pty Ltd
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29 RELATED PARTIES (CONTINUED)

Key management personnel compensation (continued)

2012, in aggregate, amounted to $41,316 (2011: $58,218).

Director compensation for RACQ Insurance Limited

Directors of the Company who are also directors of RACQ Insurance Limited, are paid fees by RACQ Insurance Limited.   This remuneration 

is supplementary to the remuneration paid by the Company.  RACQ Insurance Limited Directors receive, as at 1 January 2012, $88,600 

per annum (2011: $85,200).   Additional fees are paid for Committee work and Chairman responsibilities.  Fees paid are inclusive of 

superannuation.

During the year non-executive Directors received the following fees for their service as Directors.  Fees are inclusive of the services 

delivered for Board and Committee responsibilities.

RACQ Group

2012
$

2011
$

Geoffrey Leddy 110,750 106,500
Richard Pietsch Chairman 190,490 183,180
Nigel Alexander 128,600 119,280
Stephen Maitland 119,610 115,020
Vyn Tozer 119,610 115,020
Neville Ide 146,190 151,124
Raymond Jones 119,610 115,020

934,860 905,144

2012, in aggregate, amounted to $7,726 (2011: $4,898).

30 DIVIDENDS

Dividend Franking Account

Balance of franking account adjusted for franking credits that will arise from the payment of income tax provided for in the  

RACQ Group

2012
$’000

2011
$’000

72,715 70,188
174,948 152,730

247,663 222,918

The Royal Automobile Club of Queensland Limited is a company limited by guarantee and is unable under the Corporations Act to pay 

dividends and accordingly is unable to utilise or distribute the franking account credits.
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RACQ Group

2012
$’000

2011
$’000

Surplus for the period 75,667 69,195

(4,086) 214
Dividends received (1,001) (1,147)
Rent received (1,860) (2,314)
Interest received (64,472) (66,445)

Add / (less) non-cash items:
Impairment charge on investments 82 639
Depreciation and amortisation 31,503 30,887
Gain on sale of investments (4,371)      (19,576)

Change in assets and liabilities:
Inventory (2) 118
Trade and other receivables (12,343) (14,342)
Reinsurance and other recoveries 58,915 (85,758)
Prepayments (2,618) (2,465)
Deferred insurance asset (4,891) (23,906)

29,835 14,018
Trade and other payables (498) 24,303
Outstanding claims liability (30,055) 110,307

5,421 2,720
Deferred tax balances (15,656) 735
Increase / (decrease) in income tax payable 10,194 (5,339)
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RACQ Group

2012
$’000

2011
$’000

Surplus for the year 25,905 24,616
Other comprehensive income - -

Current assets 549,105 514,327
Total assets 625,140 590,144

Current liabilities 167,929 159,387
Total liabilities 168,161 159,071

Investment revaluation reserve - -
Retained surplus 456,979 431,073

Nil (2011: Nil)

Contracted but not provided for and payable:
Within one year 11,121 42,042

The parent entity has entered into a Deed of Cross Guarantee with the effect that the Company guarantees debts in respect of  

its subsidiaries.

Further details of the Deed of Cross Guarantee and the subsidiaries subject to the deed are disclosed in Note 28.

arising from ex-Tropical Cyclone Oswald.   The net cost to RACQ Insurance Limited, after allowing for reinsurance recoveries of this 

weather-related event, will be in the order of $21.5 million and an additional $3.5 million reinstatement premium to reinstate parts of the 

catastrophe reinsurance program.
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Directors’ Declaration

1. In the opinion of the Directors of The Royal Automobile Club of Queensland Limited (the “Company”):

including:

the year ended on that date; and

  (ii)  complying with Australian Accounting Standards (including Australian Accounting Interpretations) and the Corporations 

Regulations 2001; and

 (b)  there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and 

payable.

obligations or liabilities to which they are or may become subject to by virtue of the Deed of Cross Guarantee between the 

Company and those controlled entities pursuant to ASIC Class Order 98/1418.

International Financial Reporting Standards.

Signed in accordance with a resolution of the Directors:

Geoffrey Leddy
Chairman

Dated at Brisbane 

this 27th day of March 2013
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Independent Auditor’s Report 
to the members of  The Royal Automobile Club of Queensland Limited 

the consolidated balance sheet as at 31 December 2012, and consolidated statement of comprehensive income, consolidated statement 

 

with Australian Accounting Standards and the Corporations Act 2001 and for such internal control as the directors determine is necessary  

 

the directors also state, in accordance with Australian Accounting Standard AASB 101 Presentation of Financial Statements, that the  

Auditing Standards. These Auditing Standards require that we comply with relevant ethical requirements relating to audit engagements and 

due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation of 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 directors, as well as evaluating the overall presentation 

Corporations Act 2001 and Australian Accounting Standards, a true and fair view which is consistent with our understanding of the  

Independence 
In conducting our audit, we have complied with the independence requirements of the Corporations Act 2001. 

Auditor’s opinion 
In our opinion: 

 Corporations Act 2001, including: 

on that date; and 

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001. 

Liability limited by a scheme approved under 
Professional Standards Legislation.

KPMG Scott Guse 

Partner 

Brisbane, 27 March 2013
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Lead Auditor’s Independence Declaration
under Section 307C of the Corporations Act 2001 

To: the directors of The Royal Automobile Club of Queensland Limited 

 

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. 

KPMG 

Scott Guse 

Partner 

Brisbane  

27 March 2013

Liability limited by a scheme approved under 
Professional Standards Legislation.
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