Understanding CMI’s
workers compensation
premium system reforms
Coal Mines Insurance (CMI) is preparing to
implement a number of reforms to its workers
compensation premium system starting
from the 2016-17 policy year. This follows
an extensive review of the CMI Scheme’s
premium system and consultation with
policyholder groups and other stakeholders.
This guide explains the changes and what
they mean for your premium calculation.
It also provides information on CMI’s Skills
Incentive Scheme, which was introduced in
2015-16.

Why are we making these changes?
The main objective of the premium system reforms is
to ensure the CMI Scheme’s premium system is fair,
equitable, and responsive to different employers’ risk and
claims experience. The reforms will also help to ensure
the Scheme remains financially viable and sustainable
so we are able to support you and your workers if and
when you need it.

What does your workers
compensation premium pay for?
Your workers compensation premium is used to cover:

• The cost of claims
• Provision of statutory services
• Other injury prevention services provided by
•
•
•
•

CS Health and Mines Rescue
Reinsurance
All CMI operational expenses
NSW District Court contribution
State Insurance Regulatory Authority (SIRA) levy

What changes have already been
made?
CMI has already implemented the following reforms:

• Introduction of an enhanced framework for the

setting of CMI’s Scheme Target Premium Collection
Rate commenced from the 2013-14 policy year. This
ensures pricing is focused on maintaining stable
premiums and eliminating volatility.

• Exclusion of industrial deafness and lung disease
claim costs from employers’ experience premium
calculations from the 2014-15 policy year. Instead,
these costs are allocated across the Scheme as
these injuries are an issue for the coal industry
overall, rather than for individual employers.

• Introduction of the Skills Incentive Scheme

where policyholders receive an incentive payment of
$2,000 per eligible apprentice employed in the policy
year, payable at the end of the policy period. This is
effective from the 2015-16 policy year.

Our premium system objectives and principles
We believe that the CMI Scheme’s premium system should be fair and equitable and respond to different levels of risk
and claims experience across the industry. Our premium system objectives and principles form the basis of premium
system design and have been refined to help achieve these aims.

• Each employer contributes their fair share to the Scheme costs

Where practical, premium rates should match different levels of ‘risk’ so that premiums paid by ‘low-risk’ employers
are lower than those paid by ‘high-risk’ employers.

• Premium rates reward injury prevention

Premium rates should provide financial incentives for safe behaviour (which prevents injuries). This supports CMI’s
work in helping employers to be aware of the risks associated with activities and preventing injuries.

• Premium rates reward good injury management

Premium rates should provide financial incentive for getting injured workers back to work. By encouraging
employers to get involved with injured workers’ rehabilitation, CMI is helping to reduce both the industry and social
impacts of injuries (i.e. the impacts on the injured workers’ lives and those of their families and communities).

• Employers are informed

Employers should understand the cover that CMI provides, the costs involved in providing that cover and any
options that might be available.

• The Scheme is cost-effective

CMI must ensure that the Scheme is financially strong and represents value-for-money for employers and can
appropriately support injured workers.

• The premium system to be as simple as possible

The overall premium system should represent an appropriate balance between simplicity and the achievement of
other objectives i.e. it should not be unnecessarily complicated.

• The premium system to be kept up-to-date

The premium system should evolve if it is seen not to be working effectively or if there are new approaches
emerging. CMI will ensure that the system is reviewed from time to time.

Policy categories that reflect your risk
Six risk categories will be introduced from 30 June 2016 to better reflect the specific risk exposures associated with
different activities undertaken across the industry.
Your policy/policies will be mapped to the risk category that best reflects your current and predominant wages
allocation for the activities you undertake. In the case of a 50/50 split in your wages allocation your policy would be
classified under the highest risk category covered.

Risk category

Description

Open Cut Mine

All activities undertaken on an open cut mine site by operators, contractors
and labour hire not elsewhere classified.

Underground Mine

All activities undertaken on an underground mine site by operators,
contractors and labour hire not elsewhere classified.

Operational Mining Services - Onsite

Workshops, coal preparation plants, coal washeries, coal loaders on
a mine site.

Operational Mining Services - Offsite

Workshops, coal preparation plants, coal washeries, coal loaders not on
a mine site.

Administration - Onsite

Administration activities undertaken on a mine site.

Administration - Offsite

Administration activities undertaken not on a mine site.

Premium calculations based on your risk category
The premium you pay for your workers compensation policy is determined by a number of different factors.
These include:

•
•
•
•

The wages you pay to your workers
Your risk category
Claims experience (the cost of workers compensation claims)
The size of your business

The six new risk categories will be a key component in the calculation of premiums from 30 June 2016.
Your base premium will be determined by multiplying your wages by your risk category rate.
That premium will then be adjusted for your size (based on your wage roll) and finally discounted or increased based
on how your claims experience compares to the other employers in your risk category.
These changes will enable you to see how your performance compares to others in your risk category.
It will also provide you with a clearer view of how your own injury prevention and injury management performance
affects your final premium rate.
As a transition measure for introducing the new premium calculation, your 2016-17 premium rate will be based upon
your claims experience for the last two complete policy periods (i.e. claims with a date of injury 30 June 2013 to 30
June 2015). From 2017-18 the last three complete policy periods will be used in your premium calculation.
To also help ensure a smooth transition to the new premium system, CMI will limit any premium rate movements to a
cap of +/- 30 per cent over the previous year’s rate.
A detailed explanation of how your premium rate is calculated will be included with your 2016-17 policy renewal.

The minimum premium rate
The minimum premium rate ensures all employers
pay their fair share of the Scheme’s administration
costs. This includes the fixed costs of underwriting
each policy and other non-claim related expenses.
From June 30 2016, the minimum premium rate will
increase from 0.74 per cent to 0.80 per cent.
The minimum rate will increase to 0.85 per cent from
30 June 2017.

Increasing the large claim limit
From 2016-17 the large claim limit will increase to
$517,500 (currently set at $500,000).
To keep pace with increases in claims costs over
time, the large claim limit will be indexed annually.
The cost of any claim above the large claim limit is
not included in your experience rate calculation.

Skills Incentive Scheme
If you employ apprentices to work in the NSW coal industry, you may be eligible for incentive payments under the new
Skills Incentive Scheme.
The scheme has been introduced to

•
•
•
•

contribute to growing the coal industry and overall NSW skills base
encourage employers to hire apprentices
encourage and reward employers for contributing to injury prevention and mine safety
improve workers compensation outcomes over time, because trained workers are less likely to be injured at work.

Employers will receive $2,000 per eligible apprentice at the end of a policy period on receipt of actual wage
declarations. The first payments will be made after 30 June 2016 for the 2015-16 policy year.
How does it work?
To be eligible for the Skills Incentive Scheme you must:
1. Have a current CMI workers compensation policy
2. Be up-to-date with all policy premium payments
3. Employ an eligible apprentice that works in the NSW coal industry and is covered under your CMI workers
compensation policy
4. Have entered into an approved State Training Services or NSW Department of Education and Communities
Training (NSW DET) contract with the apprentice. The apprentice must be in a registered trade and be identified in
the training contract. A copy of the each apprentice’s contract is to be provided to CMI.
5. Complete an actual wage declaration form for the policy period and return it to CMI before 31 August 2016.
More information will be included with your 2016-17 policy renewal.

About us
Coal Mines Insurance (CMI) operates as an approved company under the Coal Industry Act 2001. We are a specialised
workers compensation insurance Scheme for the NSW coal industry. We provide a suite of services aimed at preventing
injury and illness in the workplace. However; when an incident of injury does occur our responsive services aim to
support recovery and durable return to work through best practice case management.
CMI is part of Coal Services; an industry-owned organisation committed to helping employers to identify, assess, monitor
and control many risks inherent in the industry. Our specialist services in the areas of occupational health and safety,
workers compensation, mines rescue and training help to deliver on our purpose, ‘to protect’.
Our purpose:

To protect

Our vision:

To partner with industry for a safe workplace and a healthy workforce

Contact us
If you have any questions or would like more information please contact us.
Sydney

Singleton

Speers Point

Woonona

Level 21, 44 Market Street
Sydney NSW 2000

1 Civic Avenue
Singleton NSW 2330

143 Main Road
Speers Point NSW 2284

558-580 Princes Highway
Woonona NSW 2517

T: +61 2 8270 3257
F: +61 2 9262 6090
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