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Your Ref: ~ ~ C Office of Executive
Our Ref: GJM
Direct LIne: 08 9264 2202

48 C&In St
5 February,2003 WEST PERTH WA 6005

GPO Box M929 PERTH WA 6843
Telephone: (06) 9284 2222
F~çsmile:(08) 9264 2898

Ms CherylSearlctt
InquirySecretary,House ofRepresentatives
StandingCommitteeon EmploymentandWorkplace
Relations
ParliamentHouse
CANBERRA ACT 2600

DearMs Scarlett

JNQULRY INTO ASPECTS OF WORKERS’ COMPENSATION~ PAUL
O’IfALLORAN SUBMISSION

Thankyoufor theopportunityto respondto commentsreferringto Mr Daryl Cameronand
myselfcontainedin Mr Paul O’Halloran’s oral submissionto the current enquiryof the
House of RepresentativesStanding Committeemadeon Employmentand Workplace
Relationsinto aspectsof Workers’CompensationinAustralia.

At the outsetI refute the suggestionour presentationto the Law Society regardedthe
actionsofanyworkeror lawyeras fraudulent. Insteadthepresentationconcentratedon the
easewith whichinjuredworkerscouldaccesscommonlawrightsvia thesecondgateway.

By wayof background,I am ableto providethe following accountof thepresentationto
the PersonalInjury Committeeof the Law Societyreferredto by Mr O’Halloran in his

submission.

Daryl CameronandI attendedthe meetingon behalfof the Insurancerndustryto explain
the significantproblemsfacedby the Workers’ Compensationsystemin WA dueto the
unintendedconsequencesof the socalledsecondgateway. Commonlawrestrictionswere
introducedin 1993 in responseto ablow outin commonlaw claimscosts.

While theprimarygatewayinvolved a 30%disability, a secondgatewaywas introduced
for injuredworkerswho hadnot sufferedaseriousinjury but weresign~ficant1yfinancially
disadvantaged.Thesecondgateway,therefore,allowedworkersto obtainleaveto pursue
acommon law claim if they could establish a poLential pecuniaryloss of greaterthan
S100,000(theprescribedamountat thetime). The numberof claimswasnot expectedto
belargewith theestimatedcostto the systembeingactwniallynsse~s~edataround$2M.

Unfortunatelythe secondgatewaydid not operateas intendedand commonlaw claims
numbersincreasedfrom about400 in 1995 to around2,000 in 1999 dueto the caseof
obtainingleave via the secondgateway. Prior to thegatewaybeing closedin October
1999,recommendedpremiumratesincreasedby around35% andthecost to thesystemof
thesecondgatewaywasestimatedat around$150M.
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M~Cheryl Sc~rIett
5 Fcbru~ry.2003

At our meetingwith the PersonalInjury Committeeof the Law Society, we briefed the
Committeeon the problemsfacing the Workers’ Compensationsystemandprovided a
numberof examplesof minor accidentsthat had led to common law acticmsriot in the
spirit of the legislation. I recall offering a confidentialviewing of a numberof ourclaims
by anominatedmemberof the Committee,but thiswasnot takenup dueto concernsabout
confidentiality.

We gavethe Committeeexamplesof how easyit was for injured workers to access
commonlaw via the secondgatewaybut atno stagedid we indicatethatwe regardedthe
actionsof anyworker or lawyeras fraudulent. Workersandplaintiff lawyers werequite
within their rights to takeactionvia thesecondgatewayandin eacheaserequiredleaveto
pursuea commonlaw claim. The gist of ourmessageto the Committeewasthatthehuge
increasein the volumeof commonlaw claimswasmerelytheunintendedconsequenceof
theuscofthesecondgateway.

The eventualclosureof the secondgatewayand its consequentimpact on systemcosts
supportedourcommentsto theCommittee.

It is importantto notethat Mr O’Halloran hasbeenrunningan advertisingcampaignon
Perth radio over several months andmany of his broadcastmessagescontaingrossly
misleadinginformationin relationto Workers’ Compensationin WesternAustralia.

The Committee should also be aware of serious inaccuraciesand misrepresentations
containedin Mr O’Halloran’s oral submissionto theCommittee. I notefromthe Hansard
(page228)thatMr O’Halloranpresentedatablecomparingpremiumscollectedandclaims
paid in the WA Workers’ Compensationsystemalleginga $1 ~8Bsurplusover 21 years
coveredby thetable. Thetableis extractedfrom the2002 WorkCoverAnnual Reportand
ignores the explanatorynotesand a further table which includesall relevant costs for
assessingthe financialposition of the scheme. For your information I haveattacheda
letter from the actuarialfirm, PriceWaterhouseCoopers,whichputs the table in context.
Alsoattachedis an extractfrom theWorkCoverAnnualReport.

It is interestingto note the advicefrom PnceWaterhouseCooperssuggeststhe material
presentedby Mr O’Halloran “producesa materiallymisleading5706M net resultfor the
period1994/95to 2000/01. Notesin theWorkCoverAnnualReporthighlightthe dangers
of inappropriateuseofthesetwo tables.”

If yourequireanyfurtherinformationor clarification,do riot hesitateto contact me.

Wouldyou pleasetreatthisletteras asubmissionandmaketheattachmentspublic.

Yourssincerely

GARRY MOORE
StateManagerWA
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PRICEWATERHOUSLCWPERS ~
Pricewaterhousecoopers
Actuarial FtyLimited
ACN 003562696
ABN 29 003562 696

QV I
Mr Garr” Moore 250 St GeorgesTerrace

PERTh WA 6000
StateManager o~oBox D198
SGIO Insurance PERTH WA 6840

DX 77Perth46 Coim Street Aralia
WESTPERTH WA 6005 www.pwcglobaLcozWau

Telephone-4-61 8 92383000
Facsimile+61892383999
DirectPhone(08) 92383319
DirectFax(08)92-383366

23 December2002

DearMr Moore

Table of Western Australian Workers’ CompensationPremium
Income and Claim Payments

Thankyou for referringtheattachedtableto usfor commentregardingthevalidity of
comparingpremiumsreceivedin ayearwith claim paymentsin thesameyearfor a long
tail classofbusinesslike workers’compensation.

Weunderstandthatthis tablehasbeenraisedin evidencegivento theHouseof
RepresentativesStandingCommitteeon EmploymentandWorkplacerelations.

Wenotethatthetablecombinespremiumincomeand claimpaymentsfrom two separate
andunrelatedtablesin Workcover’s2001-2002annualreport(onpages13 and 14) and
producesamateriallymisleading$706Mnetresultfortheperiod1994/95to 2000/01.
Notesin theWorkCoverannualreporthighlight thedangersofinappropriateuseofthese
twotablesin particular(seebelow).

Ontheotherhand,thetableon page15 ofWorkCover’s2001/02annualreportaddresses
issuesofinterpretationandconsistencyand showsanetprofit ofonly $48.2Mforthe
period1994/95to 2000/01.This is significantly lower thanthe$706Mnetresultimplied
by the attachedtable,whichfails to addresstheseissuesandis hencematerially
misleading.
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PRICLWATERHOUSFCWPERS ~

Mr Garry Moore
23 December2002

A furtherrelevantissueis thatestimatedfuturepaymentsfrom pastclaim eventsare
uncertainandaresubjectto futureuncertaineconomic,socialandlegislativeconditions
andhencetheactualultimateoutcomemaybedifferent from whatthecurrentconditions
imply.

Forexample,prior to theOctober1999Act amendmentstheworkers’ compensationcost
trendsweresignificantly adversedueto arapidescalationin commonlaw frequency.The
numberof 93D applicationsto theDistrict Courtincreasedfrom around400in 1 995/96to
over2,000in 1998199,translatinginto around1,800commonlaw claimsperannum.

TheAct wasamendedto limit accessto commonlaw andthenumberandcostofcommon
law claimsreducedsignificantly. Thissavingalsoaffectedthecostofthe 1998/99and
earlieryears.

Thesecommentsandthediscussionbelowgo to showthatlong tail classeslike workers’
compensationarecomplexsystemswhich requirecarefulandconsistenttreatmentofall
relevantfactorsin orderto obtainaproperassessmentoffinancialperformance.

Thecomparisonbetweenpremiumincomeandclaimpaymentsis subjectto thefollowing
limitationsin WorkCover’s2001-2002annualreport:

• In assessingtheworkers’compensationschemepeiformanceit is importantto notethat
workers’compensationclaimsarelongtail in naturewhichmeansit maytakeup tofiveto
sevenyearsfor themoreseriousclaimsto reachfinalisation.

Consequentlypremiumcollectedby insurersin anygivenunderwritingyearis requiredfor
thepaymentofall claimsincurreddur(ngthatyearfor the4feoftheseclaims.

• Actualpremiumincomereceivedin theyearshowndoesnot necessarilyreflectthe
premiumearnedin theyearie. it mayincludepremiumoutstandingfromthepreviousyear
orprepaidforthefollowingyear.

• Claimpaymentsrepresentthe actualpaymentsfor all accidentyearsanddo notreflect
liabilities incurredbut notyetpaid.

~
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PRICEWATERHOUSECWPERS ~

Mr Garry Moore

23 December2002

Comparinggrosswrittenpremiumandaggregateclaimpaymentsby yearcanbe
significantlymisleadingsinceit fails to recognisethat:

• partofthegrosswrittenpremiumcoversrisksbeyondthe30Junebalancedate

• thepremiumearnedin ayearcoversthecostofworkplaceaccidentswhich occurin
thatyear,irrespectiveofwhentheresultingclaimsarereported,paidandclosed

• workerscompensationis a longtail classofinsuranceandit cantakeup to 10 years
for theultimatecostofthecurrentyear’s claimsto becomeknown

• wageinflation andsuperimposedinflation (ie. realescalationoverandabove
normalinflation) actto increasefutureclaimpaymentsarisingfrom claim events
occurringin ayear

• theobligationto meetfutureclaim paymentsfor pastclaimeventstranslatesinto
theneedto holdasignificantbalance.sheetprovisionto meetthesefutureexpected
payments

• acquisition,administrationandclaimshandlingcostsneedto beaccountedfor

• investmentearningson theremainingbalanceoffundsneedsto becredited

• thecostofservicingthecapitalsupportingthesolvencyoftherisksunderwritten
needsto beincluded

• theimpactofpastandfuturepotential legislativechangesneedsto beconsidered

• changesin socialandeconomiccircumstancescancausebehaviouralchanges
which impacttheultimatelyrevealedincurredcostofclaims.

~
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J)RICEWATERHOUSE(JWPERS Q

Mr GarryMoore

24December2002

Whileinvestmentearningsmaybesumcientto coveradministrationcostsin timesof
moderateto highratesof investmentreturn,thisis notalwaysthecase.Fmthex,theimpact
oftheremainingitemsis generallymaterialin relationto thepremiumcollected,in
particular

• theoutstandingclaimprovision
• theinfluenceofnormalandsuperimposedinflation
• thecostofraising/borrowingthecapitalto meetAPRA’ssolvencyandcapital

adequacystandards.

Carefulconsiderationofall thesecomplexissuesis requiredin formingaview aboutthe
financialperfoimanceoftheparticipantsin. theWesternAustralianworkers’compensation
system.

This letteris providedin thecontextofthebriefreceivedanddatatablesupplied.
Judgementsbasedon thecontentsofthis lettershouldbemadeonlyafterstudyingthe
letter,attachmentandreferencesin theirentirety.We acceptno responsibilityto anyother
personorentityin relationto thisletterandnooneelseshouldrelyon it for anypurpose.
Exceptsmaynotbemadewithoutourpriorapproval.

PleasecontactusifwecanbeofanyfUrtherassistance.

~~p123i,w.d00

23/12/200212:07

Yourssincerely

PeterLurie
Actuary
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•:.NORKCOVER(WA) ANNUAL REPORT

WORKER’S COMPENSAT~ONSURPLUS MADE BY THE
INSURANCE INDUSTRY AND SELF INSURERS

TOTAL SURPLUS:JULY ~98O JUNE 2002 = $BILUON L8O~3~2

Year
:

Total Workers
Compensation
Payments Received
by Self-Insurers&
InsuranceIndustry

Total Workers
CompensationCosts
Payedby Self-
Insurers& Insurance
Industry

SurplusMadeby Self-
Insurers& Insurance
Industry

1.7.2001—30.6.2002 $ M 661.653 $M 388.352 $ MiLLION 273.301
1.7.2000—30.6.2001 $ M 698.994 $ M 400.373 $ MILLION 298.621
1.7.1999—30.6.2000 $ M 667.670 $ M 475.510 $ MILLION 192.160
.L7.1998—30.6.1999 $ M 511.630 $ M 448.433 $ MiLLION 63.197
.7.1997—30.6.1998 $ M 438.033 $ M 406.938 $ MILLION 31.095

1.7.1996—30.6.1997 $ M 408.725 $ M 374.349 $ MILL1ON 34.376
1.7.1995—30.6.1997 $ M 372.371 $ M 326.065 $ MILLION 46.306
1.7.1994—30.6.1995 $ M 365.328 $ M 324.783 $ MILLION 40.545
1.7.1993—30.6.1994 $ M 347.994 $ M 318.104 $ MILLION 29.890
1.7.1992—30.6.1993 $ M 299.026 $ M 290.298 $ MILLION 8.728
1.7.1991—30.6.1992 $ M 285.036 $ M 253.613 $ MILLION 31.423
1.7.1990—30.6.1991 $ M 305.074 $ M 232.192 $ MILLION 72.882
1.7.1989—30.6.1990 $ M 324.984 $ M 219.894 $ MILLION 105.090
1.7.1988—30.6.1989 $ M 323.189 $ M 212.345 $ MILLION 110.844
1.7.1987—30.6.1988 $ M 299.179 - $ M 199.138 $ MILLION 100.041
1.7.1986—30.6.1987 $ M 264.755 $ M 176.771 $ MILLION 87.984
.1,7.1985—30.6.1986 $ M 245.071 $ M 158.976 $ MILLION 86.095

c~’ 1.1984—30.6.1985 $ M 199.546 $ M 142.501 $ MILLION 57.045
1.7.1983—30.6.1984 $ M 173.356 $ M 117.343 $ MILLION 56.013
1.7A982—30.6.1983 $ M 140.221 $ M 111.406 $ MILLION 28.815
l.7L1981—30.6.1982 $ M 103.523 $ M 80.483 $ MILLION 23.040
1.7.1980—30.6.1981 $ M 87.581 • $ M 63.760 $ MILLION 23.821

TOTALS Billion $6,861,286 $ Billion 5,333,275 $ Billion 1,801,312

On 20th November 2001, the Hon John Kobdke MLA was
quoted as saging ‘ThE surpEus shown here.do not indude
insurancecompangovErheads;HOWEVEr~the interest madebg
investing theseprofits would.more than cover the cost of- the
insurancecompangoverheads’~’.



The statutory obligations of the State Government as an
employer are managed by RiskCover through the
Insurance Commission of Western Australia.

In assessing the workers’ compensation scheme
performance it is important to note that workers’
compensation daims are long tail in nature which means it
may take up to five to seven years for the more serious
daims to reach linalisation.

Consequently premium collected by insurers in any given
underwriting year is required for the payment of all claims
incurred during that yearfor the life of these claims.

Premium Income 2001/02
In the annual determination of the recommended premium
rates, the Premium Rates Committee includes an
allowance forthe:

• Target loss ratio which is the expected cost of all
claims for each respective underwriting year;

• Claims administration expenses;

• Statutory charges; and

• Profit.

The premium dollar collected by insurers (as reported iii

this section) incorporates all these expenses. It does not
represent the premium dollar collected solely for the
purpose of paying for the cost ofclaims.

The premium income of the scheme is derived from
contribution returns provided by insurers and seff insurers
under section 109 of the Workers’ Compensation and
Rehabilitation Act 1981. Insurers declare actual premiums
received whilst self insurers declare a notional premium
based on the gross wages paid and the industry premium
rate.

7~e bo~áe~4ee~e~&~#tøte~r2

In the following section, statistics should be interpreted in
conjunction with the explanatoiy notes which accompany

the data.

Average
Recommended
Premium Rate

The average recommended premium rate provides an
indication of the average rate for the scheme based on the
gazetted recommended premium rates. Recommended
premium rates are set for the privately underwritten
market, inclusive of State and Local Government

The following graph demonstrates the decreasing trend in
the average recommended premium rate over the past
four years.

3430
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Premium Income
The Western Australian workers’ compensation scheme is
operated by insurers in the private marketapproved by the
Workers’ Compensation and Rehabilitation Commission.
The legislation also provides the Workers’ Compensation
and Rehabilitation Commission with the ability to approve
employers who wish to self insure. As at the 30 June
2002 there were 10 insurers and 27 self insurers in the
State.

54

WorkCover WesternAustralia



593.951
636.415
610.733

401.007

374 289
346.531

~347~25~
323.500

258.734
2l&O32~
297.525
298:5t6
280.125
:24?g13.
228.437
185.90&
160.936

•131.650
90.951
75.645

67.702 • 661.653
62.519 698.994
56.937 667.670

• 48.344 51.1.63&
37.026 438.033
34.435 408,725
25.840 372.371

• - • 18.130 365.328
24.494 347.994

• - 23.025 • 299.&26-
26.302 285.036
27.042 305.074
27.459 324.984
24.683 323.189
19.054 - 299.179
16.942 264.755
16.634 245.071
13.638 199.546
12.420 173.356

8.571 140.221
12.572 103.523
11.936 87.581

7~e~Uo~%e’~d~’~o~fte~f4aec~t&u~e~te.,

The premium income of the scheme, for the year ending
30 June 2002, as reported in the contribution returns
lodged by insurers, the Insurance Commission of Western
Australian and self insurers was as follows:

Premium Income of the Scheme 2001/2002

lnsurers(1) $593.951

Self Insurers (notional) $67.702

Total • • • • • • • • • $661653

0) The premiumincomefor thetnsuranceCommissionofWA is includedin

thecategoryfor insurers.

Premium Income History
The following table shows a history of premium income
and notional premium income for the scheme from
1980/1981 to 2001/2002.

2001/02
2000101
1999/00
1998/99
1997/98
1996197
1995/96
1994/95
1993/94
1992/93

Claims Payments
Claims payments information includes expenses for all
workers’ compensation claims reported by approved and
former insurers under section 161 of the Workers’
Compensation and Rehabilitation Act 1981, by the
Insurance Commission of Western Australia in relation to
insurance arrangements for State Government workers
and industrial diseases, and by self insurers.

Claims payments are the actual expenses incurred during
each financial year regardless of the claim’s date of
accident for the cost of unfinalised claims. The payments
~j~t relate to claims incurred in each Ilnancial year.

Claim payments do not include the cost of claims not yet
incurred and of other expenses which are allowed within
the determination of recommended premium rates.

ClaimsPaymentsby Category
2001/02
In 2001/02 the total cost of claims incurred against all
accident years was $388.352 million, 3.0% lower than the
total payments made in 2000/01.

Iii 2001/02 weekly payments accounted for 30.9% and
common law and other acts for 12.8% of the total claim
payments. In 2000/01, these payments accounted for
30.9% and 20.1% respectively of the total claim payments.

These two categories of payments accounted for 43.7% of
the total scheme payments in 2001/02; 51.0% in 2000/01;
and for 60.5% of total payments in 1999/00.

The category relating to redemptions has continued to
increase now representing 14.7% of total payments
compared to 8.6% in 2000/01 and 2.9% in 1999/00. This
payment pattern indicates payments are corredily being
made within the provisionsof the statutory scheme.

Medical practitioner and specialist payments has
increased as a total accounting for 11.4% of the total
payments.

Legal expenses have reduced by 7% but still account for
8.0% of the total cost of claims, compared with 8.3% in
2000101 and 7.0% in 1999/00.

- SM
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1989/90
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1981/82
1980/81
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Workers’ Compensation Scheme — Claims Payments
made in 2001/02

Notes:
(a) comprisedof paymentsmade under clauses17(1),(3). (4). (5) and(6)of

Schedule1 of the Workers’ compensationandRehabilitationAct 1981
(‘Act’) otherthanmedicaland hospitalexpenses.

(b) comprisedof paymentsmadeunder Clause17(la) of Schedule1 of the
Act in respectof counselling,occupational training,work assessment,aids
andappliances.

(c) Comprised of Insurers’ and self insurers’ cost of legal advice and
represenlafion,witnessfeesandthecostsof theseservicesIncurredby the
workerwheretheinsurerorselfinsurerIs orderedto meetthesecosts.

(1) These arecastsreportedasat 30 June2002 and may be subiectto
changedue to paymentvariations subsequently reportedby approved.
formerapprovedinsurersandself insurers.

(2) Claims payments representsthe actual paymentsand do not reflect
llabilities incurredbut not yetpaid.

Claims Payment History
Claims payments represent the actual payments for all
accident years but do not reflect liabilities incurred but not
yet paid. Actual claims payments amounts (with no
adjustment for inflation) are provided in the following table
for all years.

Notes:

1. The term ‘Insurers’ for premium income comprisesthoseapprovedand
formerly approvedundersection 161 of the Workers’ Compensationand
RehabilitationAct 1981and theInsuranceCommissionofWesternAustralian
(formerly the State Government Insurance Commission) in relation to
insurancearrangementsforGovemmentworkersandindustrial diseases(ie.
mining).

2. Actual premium incomereceived in the yearshowndoes not necessarily
reflect thepremiumeamedin theyearIn. it mayIncludepremiumoutstanding
from thepreviousyearorpm paidfor the following year.

3. Claimspaymentsrepresenttheactualpaymentsforall accidentyearsanddo
notreflect liabilities incurredbut notyetpaid.

4. The notional premium Income of self InsurersIs calculated by applying
recommendedpremium rates to declared wages. The premiumincome
statisticsofinsurersareactualandaccountforsurchargesanddiscounting.

5. Actual premiumIncomeand claimpaymentsrepresentreturnsasat30 June
each year and may be subject to changedue to income and payment
variationssubsequentlyreportedby approved,formerapprovedinsurersand
selfinsurers.

6. From 1998/99onwardsthe Insurancecommissionof WesternAustralia’s
claimspaymentsdatais includedunderSelfInsurers.

~edernplions

or Specificln~unes(2ndSctwdale)

atal fincludingIsneratexpenses)

lospltalExpenses

~lOtherTi~h1ment(a)

locationalRehabilitation(b)

illscallarleous(egtranspOrt,maatenance)

.egalExpenses(c)

57,009,729 14.7°/

16,694,915 • .- 4.3°!

2,055,000. 0.530!

44,145,01ST, fj4’y

12,895,163 3.3°/

23,~4o,s3r •

15,126,975 3.9~

16,268c -

31,091,71~ 8.0°!

49,789,494 12.8°!

2001/02 314.929

2000I01 323.898

1999/00 393.857
1998/99 367.232

1997/98 389.451
1996/97 359.924

1995/96 312.127

1994/95 309.494
1993/94 304.451

1992/93 278.553
1991/92 242.977

1990/91 221.733
1989/90 : 211.565
1988/89 204.860

1987/88 192.770
1986/87 170.530

1985/86 154.131
1984/85 137.901

1983/84 113.734
1982/83 : 108.120
1981/82 77.669

1980/81 : 61.734

73.423
• 76.475

81.653
• 81.200

17.487
14.425
13.938

• i5~289~
13.653

11.145
10.636

•10.459
8.329
7.485
6.368

• 6.241
4.845
4600
3.609
3,286
2.814
2.026

388.352
400.373
475.510
448.433
406.938
374.349
326.065
324.783
318.104
290.298
253.613
232.192

219.894
212.345
199.138
176.771
158.976
142.501
117.343
111.406
80.483
63.760

F411 WorkCoverWesternAustralia



An accurate appraisal of the financial health of the
Western Australian workers’ compensation is illustrated in
the table below commencing with the 1994/95 financial
year. The table provides an outline of the precise state of
the workers’ compensation system.

All data items in this table are adjusted annually to reflect
all transactions relating to each specific financial year,
whereas the premium income and claims payment
information (previous) reflect the actual outcome as of 30
June each year.

349.126 . 312.646 393.570 4..,...~- I,.... .. 633.134

335.705 • 345593. • 378.726 354.885 • 279268 190.607 • • 74.596
20.546 29,138 • 63.577 115.652 190.527 • 277.703 566.105

356.250 374 731 442.304 470.537 469.590 468.310 4-40.501

(7.124) (30.536) (69.658) (77.166) (2281) 134.643 192.633

10.474 • 10.326 • 11.179 11.801 14.019 18089 18.594
48878 54.039 60.741 • 62.939 64.021 • 67.757 79.536
56.003 58.908 69.530 73.968 68.835 68.035 55.224

(10.473) (35.993) (72.049) (77,938) (11.487) 195.833 149.328
-3% .10% -19% -20% .2% • 18% 24%

102% 109% 119% 120% 100% 78% 70%

• • • • -•‘.
GWPonoazetteRates(an)
EstEPonGa5etteRates(o)

499034
499.034 •

483085
487,869

498497 497774 576085 700280 699925
493874 497.991 552.592 663.029 • 700.034

657821
670.452

Differenceis.EP (o) 149907 143 674 121.228 104621 85.283 60076 66.500 33523

Estimatedprotltltoss onGazetterates(p)
• • • •

139 435
28%

107651
75%

49180 26 tra3 13796 166908 233.228
• 10% :. • s% • 13% • 25% • • 31%~— 149 811

22%~

7~e~e’c4~~e~~ø~fte~td6tc~ 6~me~e

The data in the table is the combined experience of
insurers, past insurers, the Insurance Commission of
Western Australia and the Municipal WorkCare Scheme.

The source of the below table is PricewaterhouseCoopers;
Premium Rates Committee of Western Australia —

Actuarial Assessment of the Recommended Premium
Ratesfor 2002/2003 — March 2002, Page 14.

turn (a)

C ntis (b)
C
1’

U,,dorwritiu~gprofitilosa (o)

Comt,,ission (I)
Oliver eopc’nses(‘j)
Ecti,n.,t-zdinvest,nciitincome (I,)

Eslirnrttndptof,uro~(i)

Lossratio (1)

630.930

86.737
395.135
481.872

159,068

19.108
80.013
60.411

116.349
la%
76%

Notes: (a( (b)f,orn section5.5 ofthis report,estimatedforthe2002acctdentyear.Assumeda5%~summton Gazette,ateshr2002.

(c)o(tICS Item9,))/ 1.05fromthisreport,entreatedasinflatedaerrageclaimsizexmaeterIncurredfor2002 accidentyear,seth 18% assumedpaid hi060

(d) (b). (C)

(e)(a).(d)

(90 0.03x (a)estimated

(9) (tutuleapense%from92.4in this reporteta))-(1)

(h) = ,4rta1998,(1-0.8428)x(d)estimatedusing arangeofCcromorrweelthbond yield navesover(hepored,actedratesappliedror 1999 anwards

fr)o (e) -(t)- (at’ (h) wherethe%Intherowbelowis of (a)

= Id) I(a)%

(k) sumof(i)in SM

(I) (k) l~omof(a)%

(re) gresswriltenpremiumon theGaZe8erateswhich appliedfor theyear

(n) estimatedearnedpremiumor, Gazetteratesallowing for 30%ofGWPto beunearnedateach3~June.(0) = (m)lor1955

(e)= (n).(a)InGazetteearnedpremiumminus insurerearnedpremium
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Claim Statistics

Claims data represents information on lost time workers’
compensation claims by the financial year in which the
claim was lodged. This is in contrast to claims payments,
which reflect actual payments during a financial year.

Claims data is analysed based on average costs, with
costs attributed to the financial year the claim was lodged.

It should be noted that no adjustments have been made to
costs to account for inflation, as costs are grouped
according to the year the claim was lodged, and expenses
may span more than one year.

While claims payments represent the total cost, claims
data includes many other claim details, such as worker
demographics and details of the incident (arranged by
year of lodgement), enabling detailed analysis.

WorkCover continuously updates its lost time claims
database as information is received from insurers and
self-insurers.

Claims data provided by insurers is subject to a
comprehensive validation process. As claims information
is dynamic in nature, this information should be
considered as a snapshot in time of the workers’
compensation system in Western Australia. The claims
data for the report was extracted in February 2002.

It should be noted that over time a greater proportion of
lost time claims become finalised and subsequent
snapshots of the system provide more up-to-date claims
information.

For example, when data used for the present report was
extracted, 85.5% of claims lodged in 2000101 were
finalised, and 94.4% of claims lodged in 1999/00 were
finalised.

To maintain consistency the following claims were
excluded from descriptions of lost time claims:

o Journey claims between home and work (this
provision was removed from the legislation in 1993);

• Asbestos-related diseases, including mesothelioma
and pneumoconiosis;

• Duplicated or disallowed daims;

o Claims with less than one working day absence from
work; and

• Claims with less than one whole shift absence from
work.

Number of Cbims Lodged

Number of Claims Lodged
1997/98 -2000/01
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In 2000101, 20,678 lost time workers’ compensation
claims were lodged. The number of claims lodged
between 1997/98 and 2000/01 decreased over each
successive year, indicating an overall decrease of 25.0%
in the four-year period.

In 2000101, 72.7% of all lost time claims were reported by
male workers, representing a decrease in claims lodged
since 1997/98 of 27.9%.

In 2000/01, 27.3% of all lost time claims were reported by
female workers, representing a decrease in claims lodged
since 1997/98 of 15.9%
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Proportion of Claims and Cost: 2000/01

Proportion of Claims and Costs
2000I01
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Long duration lost time claims (claims of 60 or more
working days absence from work) accounted for 17.9% of
reported claims, and 75.7% of the reported cost in
2000/01.

Frequency Rate by Gender
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Frequency rates for male workers have declined more
rapidly than for female workers. Over the period 1997/98
to 2000/01 the frequency rate for male workers decreased
by 34.3%. In the same period the frequency rate for
female workers decreased by 30.0%

Claims Active in 2000/01

Active Claims
2000/01

Prior Years
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In 2000/01, 46,615 active lost time claims were reported.
Of these, 20,678 were lodged in 2000/01 and 25,937 were
lodged prior to 2000/01. - Of claims active in 2000101,
31.6% were lodged in or prior to 1998/99.

The frequency rate represents the number of lost time
claims per million hours worked. There has been an
overall decrease of 33.6% in the frequency rate of total
lost time claims over the tour-year period.
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Note: Only claims lodgedafter 1991/1992 havebeeninduded.
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