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Section 1 

Australian Capital Territory Scheme Performance 

Workers’ Compensation scheme performance across Australia has deteriorated over the last 12 months, 

driven by headwinds created by claims duration rates increasing, high inflation and broader economic 

conditions. This had varying impacts on the individual Workers’ Compensation schemes that operate 

across each state and territory in Australia.  

All Government run schemes (Victoria, New South Wales, Queensland, and South Australia) have 

reported losses or performance deterioration across the last 12 months which is driving increases in the 

average industry rate. These schemes have set premium formulas where rates are determined by a 

premium gazette and are not negotiable. The scheme is run more like a community fund where there is 

a subsidy as policyholder premiums are aggregated across the scheme with some individual 

performance taken into account. In Privately Underwritten schemes such as the Australian Capital 

Territory, Northern Territory, Tasmania & Western Australia, employers benefit from competition and 

negotiable rates; however, there is minimal cross-subsidy and each employer pays based on claims 

performance. In addition to this, each insurer determines rates based on their own underwriting model, 

interpretation of the risk, portfolio performance and expenses required to manage the risk, i.e. provide 

the insurance and manage the claims.  

The ACT has experienced challenges over a number of years, largely because it is heavily impacted by 

unfettered access to Common Law, with no thresholds on eligibility and uncapped damages. Whilst 

there has not been a material increase in the number and size of common law claims, the costs have 

been elevated since 2015/16 due to several drivers, including rising medical costs.  Further, there is 

discretion allowed in the Limitation Act 1985 (ACT) to extend a 3-year limitation period where it is 

considered in the interests of justice, whereas this discretion is not extended to other types of personal 

injury claims (public liability, motor vehicle) in the ACT. The Civil Law Wrongs Act 2002 (ACT) does not 

allow a reduction for contributory negligence when there is found to be a breach of statutory duty (e.g. 

Work Health and Safety Act 2011 (ACT). In contrast to this, other jurisdictions have legislated to allow a 

reduction for contributory negligence from common law damages. Common law costs are further fuelled 

as the ACT does not have any restrictions on personal injury claim advertising by plaintiff law firms. 

The recent introduction of the Motor Accident Injuries Act 2019 (ACT) restricts access to entitlements to 

benefits for workers’ compensation applicants, increasing workers’ compensation claim costs for 

Journey claims. Restrictions placed on access to benefits under the Motor Accident Injuries Act 2019 

(ACT) further reduces the ability for workers’ compensation insurers to seek recovery of payments in 

circumstances where another driver was at fault in an accident. 

In addition to the challenges from claims in the ACT, the ACT scheme premium pool is small at around 

$255 million; for comparative purposes, the NSW premium pool is greater than $3.3b. Smaller schemes 

place insurers under pressure because they don’t have the ability to use the scale to manage claims and 

maintain performance when they have large losses because the scheme is too small. Inflation also 

impacts insurers in the ACT, where medical costs have risen far greater than in other Australian 

jurisdictions, and mental health claims are increasing. The duration of claims in the ACT is also 

becoming longer, which has put an additional strain upon insurers. 

The 2022/23 Scheme Review, undertaken by Finity Consulting,1 noted that the number of workers’ 

compensation claim payments per year remained steady in the three years prior to 2018/19. Payments 

increased by $12 million to $149 million in 2019/20, attributable to wage costs. Payments increased by 

 

1 https://www.cmtedd.act.gov.au/__data/assets/pdf_file/0018/2006307/ACT-Workers-Compensation-Review-of-Scheme-

Performance-Finity-Consulting-2021-22.pdf 
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$14 million to $163 million in 2020/21, driven predominantly by lump sum and common law benefits. By 

comparison, the largest privately underwritten premium state in Australia, Western Australia, Scheme 

Review (FY23 Actuarial Report undertaken by PwC), noted the majority of claim payment types in the 

financial years between 2019-2021 to be Weekly (39.8% of costs) followed by Lump Sum payments 

(27.2% of costs), a lower risk landscape than that of the ACT.  In Western Australia, the greatest 

increase to claim costs between the period of 31st December 2020 to 31st December 2021 was lump 

sum no election registered payments which increased by $23.8 million (25.8% increase), followed by 

legal costs increasing by $5 million (16.7% increase), weekly cost comparatively increased by 9.3% 

($18.3 million). 2 

Despite the Northern Territory having the highest average claim size in 2021 of $54,000 per claim, the 

scheme reported the actual weekly benefit payments between 2020/21 and 2019/20 were reduced by 

14.6% (from total payments of $35.5 million to $30.6 million)3, however similarly to that of Western 

Australia and the Australian Capital Territory, lump sum payments in the Northern Territory increase 

18.6% (from $37.5 million to $31.6 million), indicating the cost of lump sum payments is trending 

upwards, heavily impacting scheme performance. 

The latest ACT 2022/23 Finity Scheme Report notes the average claim cost for the 2022/23 period is 

projected to be $48,800 or 7.1% higher than the selected size in the 2021/22 scheme review, which is 

$44,000.  The Western Australian 2022/23 PwC Scheme Report reported the average adopted claim 

size to be comparatively lower at $46,809 for the 2022/23 period, increasing from $43,816 (at 30 June 

2021).  In Western Australia, during the 2021/22 financial year, $1.07 billion was paid for claims, of this 

$960 million payments were made to the benefit of workers (68.4% of payments were income payments 

and common law, lump sum settlements, 21.5% of payments were medical and the like, 10.1% of 

payments relate to legal).   

 

2 https://www.workcover.wa.gov.au/wp-content/uploads/2022/04/Actuarial-Assessment-of-the-Recommended-Premuim-Rates-

2022-23.pdf 

3 https://worksafe.nt.gov.au/__data/assets/pdf_file/0005/1117913/Attachment-A-2021-Actuarial-Report-NT-WorkSafe-June-

2021.pdf 
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Of the electricity, gas, water and waste services classification, SafeWork Australia noted that the 

Australian average premium rate was 1.22%6 of payroll in the 2019/20 financial year, which remains 

largely unchanged over the prior five-year period. The ACT is a clear outlier in the stable rates and 

incurred a 20% increase to the average premium rate for the 2019/20 financial year with the rate being 

2.62% of payroll, as shown in Figure 2. 

Figure 2 Standardised workers’ compensation premium rates for the Electricity, gas, water and 
waste services by jurisdiction7 

 

SafeWork Australia reported that in 2019/20, the electricity, gas, water and waste services industry 

sector frequency rate was 3.8 claims per million hours worked nationally.  In stark comparison, the ACT 

had 13.5 claims per million hours worked for the same period, the highest recorded rate of all 

jurisdictions, as shown in Figure 3. Between the periods of 2014/15 and 2019/20, the ACT recorded the 

highest frequency rate of all jurisdictions.8 

Electricity, gas, water and waste services are in the top ten industries regarding fatality reports having 

reported three fatalities in the 2021 period, a rate of 2.1 per 100,000 workers.9 When considering serious 

injuries in 2021, Electricity, gas, water and waste services are in the top fifteen with 1,313 serious claims 

a frequency of 8.8 per thousand employees, trending downwards since the peak in 2018. By 

comparison, Agriculture, forestry and fishing is number 1 in both categories, with 33 fatalities and a 

frequency rate of 10.4 per 100,000 workers, 4,159 serious claims and a frequency of 20.2 per thousand 

employees.  Australian Capital Territory has reported the lowest fatality rate per 100,000 of workers at 

0.4.  Nationally the trends in worker fatalities have decreased by 35% in the last ten years, attributed to 

increases safety requirements, controls and measures.  

 

6  23rd Edition Comparative Performance Monitoring Report 23 / Workers’ Compensation Premiums 

7  23rd Edition Comparative Performance Monitoring Report 23 / Workers’ Compensation Premiums 

8 https://www.safeworkaustralia.gov.au/sites/default/files/2021-11/CPM%2023%20-%20Work%20Health%20and%20Safety%20Performance.pdf  

9 https://www.safeworkaustralia.gov.au/sites/default/files/2022-11/key_whs_stats_2022_22nov2022.pdf  
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Figure 3 Frequency rates of serious claims for Electricity, gas, water and waste services by 
jurisdiction 

 

Claim frequency rates impact the recommended industry rates produced by governing authorities and 

insurers alike. 

In direct comparison to frequency rates, SafeWork Australia, for the same 2019/20 period, published the 

standardised average premium rates (including insured and self-insured sectors by jurisdiction), noting 

that the ACT continues to record the highest average premium rate in the nation.10  

Marsh acknowledges that there are numerous impacts on the comparability of premium rates across the 

jurisdictions, which include but are not limited to the listing below and outlined in SafeWork Australia’s 

report.11 This should be considered when comparing the ACT scheme rates with other jurisdictions. 

- Benefit structures 

- Journey claim coverage 

- Claims management 

- Funding arrangements of work health and safety services 

- Claims excess and deductibles (including variance year to year within a single jurisdiction) 

- Definition of rateable remuneration for the purposes of premium setting 

- Self-insurance 

- Industry combinations 

- Premium calculation methodology 

- Actuarial assumptions 

 

10 Comparative Performance Monitoring Report 23rd Edition, Worker’s Compensation Premiums 

11 23rd Edition Comparative Performance Monitoring Report 23 / Workers’ Compensation Premiums 
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Section 3 

Premium Calculation Methodology 

In the government-controlled schemes (NSW, SA, VIC and QLD), the claims and policy functions are 

managed internally or outsourced to insurers, also known as agents in some states. The premiums are 

determined by a set calculation and are, therefore, non-negotiable. 

The privately underwritten schemes (ACT, NT, TAS and WA) are rated in accordance with the licensed 

insures own rating methodology. The licensed insurer utilises their own premium models to determine 

the premium rate applied to the policy based on the employer’s industry, incurred claim costs, scheme 

performance and targeted profit margin. 

New South Wales 

The premium is calculated using the employer’s remuneration, claims performance adjustment, dust 

disease contribution, mine safety fund adjustment, catastrophic claim contribution, premium adjustment 

contribution and deductions for safety incentives, performance and apprentices.  Premiums in NSW are 

capped at 30% rate changes for experience-rated employers. The premium rate is calculated by dividing 

the employer’s premium payable by wages and compared to the premium rate for the expiring period of 

insurance. The cap will only be applied if the increase or decrease results from a change in the 

employer’s claims experience or due to amendments in the methodology of the premium calculation.   

Queensland 

The premium is calculated using the employer’s remuneration, claims experience and industry rate. The 

premium payable is discounted based on workplace injuries; the lower the cost of claims, the better 

rated the policy is in addition to an incentive via discounted premiums for employed apprentices. In QLD, 

the claims experience, which is utilised to calculate an experienced-based rating for larger employers, 

includes the cost of statutory claims, common law damages claims and the estimated cost of managing 

the claims to completion. Claim costs excluded in the premium calculation are journey, recess away from 

work and individual claim costs greater than $185,000 incurred. 

South Australia 

The premium is calculated using the employer’s remuneration, industry premium rate and the income 

support costs paid to workers with lost time claims. The premium formula includes wages, industry rate, 

discount factor (based on premium size), supplementary underwriting rate (to allow adjustment of 

premium), and work health and safety registration fee (collected on behalf of SafeWorkSA).   

Victoria 

The premiums are calculated using remuneration, industry classification rate, capping and buy-out for 

claims excess, equal to 10% of the premium.  Premium changes are capped by 30% in VIC. Therefore, if 

the wages, industry average or claim costs lift significantly, employers are afforded pricing stability via a 

maximum 30% capped increase. As with SA, claims costs influence VIC premiums. The claims history is 

given a rating, which affects the premium if wages are greater than $200,000 per year; the stronger the 

rating, the greater the premium reduction applied based on claims performance. For employers with 

wages less than $200,000, the premium will be based on the industry rate and the employer’s claims 

history. 
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Privately Underwritten (ACT, NT, TAS and WA) 

The premiums are calculated utilising the employer’s own performance (five years or available incurred 

claim costs, which include all accepted, declined, medicals only and lost time claims) against past 

premiums collected by the insurer on risk for the period. The insurers utilise past claims information to 

ascertain the loss ratio and project future claim costs. In privately underwritten jurisdictions, the insurer 

needs to ensure adequate premium is collected to offset future and past losses, maintaining an optimum 

profit margin. 

In addition to varying recommended premium rates, the remuneration utilised to calculate the premium 

differs in each jurisdiction.12 

 

12 Refer to Appendix for Remuneration Matrix  
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Section 5 

Summary of Findings 

When considering the data outlined in the SafeWork Australia report and jurisdiction performance, it is 
clear that from all Australian jurisdictions, the ACT workers’ compensation scheme is the highest costing 
to employers in relation to claims frequency, costs and premium rates.  

Based on the data supplied in this report, Marsh is of the opinion that if ActewAGL Distribution were to 
be located in a managed fund jurisdiction such as Victoria, the premium payable for workers’ 
compensation based on industry and risk would be less than that of the current ACT premium 
(ascertaining the exact variance in premiums between jurisdictions due to the impacting factors as noted 
in Section 2).  

 
   

  









     

Businesses of Marsh McLennan 

Marsh Pty Ltd 
Collins Square 
727 Collins Street 
Melbourne, VIC Australia 3008 
GPO Box 1229 
MELBOURNE VIC 3001 
www.mercermarshbenefits.com 

 

Mercer Marsh Benefits™ is the global brand name for our network of Mercer and Marsh offices providing employee benefits solutions for clients 

around the world. In Australia we are Marsh Pty Ltd trading as Mercer Marsh Benefits™. The business is a collaboration between Marsh Pty Ltd 

and Mercer Consulting (Australia) Pty Ltd. Together we represent one of the largest employee benefits consultancy and brokerage businesses in 

Australia, with more than 50 years’ combined experience in employee benefits broking, consulting and HR outsourcing. With the shared 

experience of over 350 clients and 30 consultants, we place more business in the corporate life market than any other broker in Australia. Marsh 

Pty Ltd trading as Mercer Marsh Benefits™, ABN 86 004 651 512 AFS Licence #238983 (“Mercer Marsh Benefits™”) 

Copyright © 2022 Marsh Pty Ltd. All rights reserved. 

 

    




