
Actuarial considerations on the impact of COVID-19 Pandemic on the preparation of upcoming Liability Reports 

 

➔  SRC Act Conditions of Licence require actuaries to opine on the outstanding claims liability, level of Guarantee, recommended excess amount, 

and financial capacity to fund that amount. 

➔  Professional obligations require actuaries to consider and disclose the implications of uncertainties in their valuation.  

➔  To do this, licensees should anticipate that their actuary will seek information on the impact of the COVID-19 disease and broader implications 

of the pandemic on your company.  

➔  While very few workers compensation claims have been lodged across the whole of Australia to date, actuaries will still consider the socio-

economic effects on the system. 

➔  As a result, the impact of COVID-19 Pandemic on your liability valuation will be considered with the exploration of various “what if” scenarios 

and, depending on circumstances, adjustments may be made based on a combination of available data, benchmarks, and judgement.  

➔  Noting that the impact will vary by industry; an initial group think of SRC Act actuarial advisors was that:- 

➢ claim numbers in the Primary Workplace may drop with fewer incidents and/or delayed reporting, while claim numbers at Home will rise 

➢ overall claim numbers may reduce, despite the potential for some claims to reopen and for more stress/secondary psychological claims 

➢ the nature of injuries is likely to change (Home v Work) 

➢ claims associated with COVID-19 Pandemic are likely to arise 

➢ Incapacity payments could increase for existing claims as the ability to offer suitable duties or upgrade opportunities is impaired 

➢ other payments (Medical cost for example) may reduce and/or be deferred as licensees find it difficult to source services and providers; this 

difficulty could also lead to adverse health outcomes 

➢ it is unclear whether provisions will increase or reduce overall as a result of COVID-19: while lower claims numbers could lead to a 

reduction in the provision, it may increase in the short term as payments are deferred (ie held in the provision until ultimately paid) and 

compensable hours increase, albeit temporarily, for partial incapacity claims. Reduced return to work opportunities may also increase the 

provision due to longer claim durations 

➢ potential exists for the AAT backlog to grow; however, the importance of this in impacting liability varies across licensees 

➢ post pandemic and the following period of economic recovery, the provision should return to more “normal” levels 

➢ the level of Guarantee will follow the direction of the provision and forecast staffing/wage levels 

➢ the possible impacts on claims handling expenses, economic assumptions, and risk margins continue to be thought through. 

➔  The type of information that actuaries may seek from licensees follows. It is generic in nature and licensees can expect that their actuary will seek 

specific information that they may require.  



Supporting information relating to the COVID-19 Pandemic that may be sought by actuaries 

 

1. Information on WHS, claims, operations, and claims management 

that can assist in the examination of potential impacts on the 

provision. Such as:- 

a. WSE procedures implemented to mitigate risk in your 

workplace 

b. BCP processes for maintaining operations  

c. the identification of all COVID-19 Pandemic-related:- 

i. incidents 

ii. early interventions 

iii. claim lodgements, and 

iv. acceptance of claims 

d. the identification of claims where potential for Incapacity 

payments to change may exist. For example:- 

i. alternate duties  

ii. in receipt of partial incapacity 

iii. ex-employees in receipt of Incapacity 

iv. reassessment of NWE 

v. interaction with JobKeeper program 

e. changes (actual or anticipated) in claims management 

processes. For example:- 

i. policy for considering eligibility of COVID-19 

Pandemic related claims  

ii. changes to current modified duties 

iii. issues such as access/interruption/delays in:- 

o RTW strategies 

o Hospitalisation and Surgeries 

o Services providers (physiotherapy, GPs, IMEs, 

carers, etc) 

o AAT matters 

2. The ability to recover from third parties and through reinsurance 

affects the net provision. Potential recovery from third parties 

should be explored in each case while the terms and conditions of 

the (re)insurance contract should be reviewed to examine whether 

there are any cover restrictions and the extent to which a 

COVID-19 claim cluster could be considered an event. Any 

discussions with your reinsurer will be relevant here. 

3. The business impact is also important for undertaking the financial 

capacity assessment. Licensees should source briefing papers that 

cover:- 

a. an overview on the general impact on business  

b. estimated impact on business volumes and revenues 

c. staffing levels and wage forecasts  

d. access to and impact of Federal Government’s JobKeeper 

package. Possible issues arising are:- 

i. degree of participation in the work force 

ii. change of duties 

iii. inclusion in wage forecasts? 

e. impact on balance sheet, profit, financing arrangements, and 

management of cash flow 

f. licensee responses to the Commission’s queries on Financial 

Performance and Operations may cover most of this 

4. These items are generic across industries. Other licensee and 

industry specific issues will also be of interest to the actuary and 

should be disclosed. 

5. Actuaries recognise that the information provided will be limited 

and probably insufficient to analyse the impact at this time. 

However, consideration of these issues will be made and possibly 

some adjustment to the provision may be considered appropriate. 


