


Briefing to the incoming
Minister for ACC

December 2011







-

ACC — leading the world in injury prevention, care and recovery

This page provides you with an overview of the information you require as incoming Minister for ACC

Where further information is included in the briefing, page numbers are given

Further information is included in ACC’s Statement of Intent 2011-14, ACC’s Annual Report 2011, the 2011 Financial Condition Report
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ThelSchemelprovidesiarangelofientitlementsiasisetioutlin!

thelAccident:Compensation/Acti2001

ThelActichargeslACClwithlthreelcorelfunctions:

-I Injury prevention—promotingmeasuresithatireducel
thelincidencelandiseveritylofipersonaliinjury

-I Rehabilitation-Ispecificlprovisionsiprescribe’thel
entitlements’thaticlientsicanlaccessiwhen’alclaimlhas!
cover

- Compensationfinanciallcompensationlisiprovidedito!
clientsiforllosseslattributableltolpersonallinjury

ACC’s strategy
(page19)

Firstlratelrehabilitationloflinjuredipeople
Operatingiwithfinancial’confidence’andldeliveringivalue
Makinglitieasieritoldolbusinessiwith!ACC
Excellencelinlinjury’prevention

2010/11 highlights

Unfundedliabilitylreducedifrom$10.3Mbillion’to’$6.7:billion
ACClreturnedialsurplusiof$3.50billion

Rehabilitationlratesiimproved

Thelnumberloflong-termiclientslisatiitsllowestlsince1994
Investmentiincome’haslsignificantlyloutperformed'marketlbenchmarksiforll6lyears
Administrationicosts(thelcostsiofirunning!ACC)iwerel$24million’better’thanlbudget
ACClachievedlai$4.4]billionlactuarialreleaselbyJune201llagainst’thel$3billion’target’setiforl
30 June 2012
ACC’slratioloflengagedistaffitoldisengagedistaffiwas’s.22:1,placinglitiinitheltopl25%ofl

New Zealandstate’sectoriorganisations,land’theltopl45%oflorganisationsiworldwide
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Coverlunder’thelSchemelisimanagedthroughifive’Accounts:!\Work/Account, Earners”Account,’
Non-Earners’’Account,/MotorVehiclelAccountandTreatmentiInjurylAccount
All'taxpayers,lemployers,self-employedipeopleland’motorivehiclelownersicontributeltofunding!
thelSchemelby payingllevies..GovernmentifundsipartiofithelSchemeforipeoplelwholarelnotiin
thelworkforce!
LeviesiarelsetlbylGovernmentiannually’basedlonirecommendationsifrom’the]ACCIBoardwhich!
arelinformedbylpubliciconsultationlonlproposedilevylrates
ACC'slfinanciallpositionlisibestunderstoodiinitermslofiits’Outstanding!ClaimsILiability!(OCL)~!
thislislanlestimatelofithefuturelcostlofiall’claimsion/ACC’s’books. ThelOCLIcanlbellooked’atfor!
thelSchemelasiaiwholelor’bylindividual’Account

Therelisiallegislativelrequirementfor’/ACCltolbelfully’fundedi(ie, havelassetsitoimeetlits!
estimatedlliabilities)by:30:June2019

ACCImanageslover${7billionlinlinvestmentfunds. Theselareluseditoloffset’thelfuturelcostslof]
currenticlaims
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Accountability

PREVENTION. CARE. RECOVERY.

Te Kaporeihana Awhina Hunga Whara

26lbranches,’approximatelyi2,800'staff

1.6Imillion’claims:1410,000(clientsireceivedimorefrom’/ACClthanionlyl
medicalfees;!358,650werelweeklylcompensationirecipients;,615]
werellong'termiclientslofiwhich4,900were’seriouslylinjured

ACC spentl$2.6lbillionioniclaimicosts,lincluding:

-1 $770Imillionloniweekly’compensation

-1 $408millionlonisociallrehabilitation

-1 $42millionlonivocationallrehabilitation

-1 $27Imillionlonlinjury’prevention

ACC received:

-1 $3.6lbillionlinlleviesifromliemployers,lemployeeslandimotorists

-1 $L.2billionifromigovernmentiappropriations!(non-earners’and!
treatmentlinjury)

ACClhadi$24.5billionliniclaimslliability’andi$17.6billionini

investments

ACC has a Board, appointediunder’the’/Accident.Compensation!
Actl2001,whichlislaccountableltoithelMinisterifor’/ACCIforithel
performancelofithelorganisation

The BoardlconsistsiofialChair,/alDeputy Chairiand’sixlother!
members,leachiwithlaitermlofithreelyears,withlanloptionitolbe!
reappointedfor’aseconditerm

The Chief Executivelof/ ACClislappointediby’theBoardiandis!
responsibleiforithelday-to-dayloperationiof/ACC

ThelBoard’slaccountability’to’thelMinisterifor/ACCIisIsubjectitol
thelCrownEntities’Actl2004/andisIsetlout’annuallylinialsuite’of]
documents:IStatementloflintent,'Serviceland!Purchase/Agreement]
withlthelMinister:for/ACC,INon-Earners’lAccountPurchasel
Agreement,landithelAnnuallFinancial:ConditionReport

The Department of LabourimonitorslACC’slperformanceland!
compliancelwithllegislation

Christchurch earthquakes

ThelChristchurchlearthquakes!duringl2010-1’hadla’devastatinglimpactionithelcity. Thoseloccurringlin’Februarylandijune’201lpresented alsignificant'challengefor’/ACC
AslatlearlylOctober2011/ACClhadreceived(12,642/earthquake-related claims./Thelmajoritylofitheselwerellow-severitylclaimsiattributeditothel22/February’earthquake. Thellow-severityclaimsionlyirequiredishort-termisupport’andihavelnot’hadalsignificantiimpaction!
thelScheme./ACClcontinuesitolprovidelcareland supportitolclientswhowerelmorelseriouslylinjuredinithelearthquakes

Many!ACClstaffiwerelpersonallylaffectedlby’thelevents./ACClprovidedisupportiinithelimmediatelaftermathlof thelearthquakesiandlion’aniongoingbasis
ACClpremiseslinicentral’Christchurchiwerelaffectedlbyithelquakes./They havelbeenldeclaredunsafelandiarelnotireopening./Alnew officelwaslopenediin/AddingtonliniMayi2011.

Pike River

ThelPikelRiver.CoalMinetragedyloccurredion19INovember2010./ACClisimanagingthelclaimsiforthel29'menikilledlin’thelPike RivelMineldisaster’and’hasiworkediwith’theirfamiliesitoldeterminelentitlements./ACClrespondedimmediatelylbylprovidingisupport’toithel
affectediminersiand’theirifamilies,lincludinglexpediting’thelclaimsiprocessibyllodgingclaimsiforithelminersibasedonlinformationisuppliedibylthelNZPoliceland PikeRiver/Coal..Supporticontinues tolbelprovidedtolthelsurvivorsiandifamiliesiofithoseminersiaffectediby!

the tragedy.
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Message from the Chair

CongratulationslonlyouriappointmentlasMinisterfor’ACC.

NewiZealand’s/AccidentiCompensationScheme (Scheme) hasan’influential’rolelinlimprovingINew!
Zealand’sleconomiclperformance.’ACCldirectlylcontributesitoimaintainingithelproductivitylof/NewZealand:
throughlourlpreventionlandirehabilitationlactivities. Itislalsola’cost’tolbusinesses,lindividualsiand’the!
Crown.

In12009,thelGovernmentiappointedialnew Board toladdress'thelsignificantfinancial’challengesthat!
threatenedthelScheme’sllongitermisustainability./Alcomprehensive,[fivelyear’programmelofichangewas!
implementedin2009toladdress’theselchallenges. Thisichange’has'set/ACClon’alpositivelpathlandiled!
tolalsignificant’turnaroundlin’financial’performance.Prudentiplanning’andlsolvencytargetsihavelbeen!
introduced,’and thelfuturelofithelSchemelisllookingiImuchmorelassuredithanlitiwasitwolyearsiago.

Thelresultsideliveredlby’thelchangelprogramme’toldatelhavelexceededlexpectation.[Thelinitiallactuariall
releaseltarget,'set’for’2011, was’actually’achievediwithinll2’months./In’2010/11,/ACClrecordedianioperating!
surpluslof$3,500'million, ' whichlenabled’thelnetldeficitto’be’reduced:fromi$10,300'million’to’$6,700million.

Thelmainlreasonsfor'thelimprovementslarelgreateriunderstanding.andlbettermanagementlofithelfactors!
influencing’pastiinflationarypressures,landlaniincreased:focus’on/ACC’sllegislativelmandate, claims!
managementiand’Schemelsustainability./In‘addition,/fewericlaimslhavelbeenllodgedwith’ACClduelto!
theleconomiclenvironment,/media’coveragefocusinglonithelpastipoor performancelof/ACC,lthelresultingl
threat’tolthelScheme’sllong-termisustainability,’andlegislativelchanges.

ACClisitwolyearslintolitsjourneyand.continuedleffortiwillbelrequireditolensurelitibuildsion’thelsound:
platformlofichangelthat’haslbeen’established./ACCImusticontinue’tolfocusionienhancing/performance!
acrossthelbusinessiandlon’providing’betterivalue’formoney.

Therelarelproactivelstrategiesiiniplaceltolensure!ACClcontinuesitodeliverhighiqualityrehabilitation,]
compensationiandinjurylprevention’whilelmanagingrisk'andisupportingicontinuousiimprovement./These!
strategiesifallintofouriareas:

o, firstiratelrehabilitationlofiinjured’people

. operatingiwith’financial’confidenceland'deliveringvalue

. makinglitieasieritoldobusinessiwith]ACC

ol excellencelinlinjuryprevention.

Major’projectsiare’underiway whichiwilllhelplaugmentithelprogressiachieveditoldate,’and/ACCstaff have!
provenithemselveswillinglandiableltolsuccessfully tackle'theltaskslahead.

Thisldocumentlprovideslyouwithlanloverview!of thelScheme..Immediateland’medium-term’issuesiforiyour!
attentionlare’highlightediinishadedlboxes'throughouttheldocument.

I'am’happytomeetiwithlyoulat'thelearliest’availablelopportunity’andialsolextendawarmiinvitationltolyou!
tolvisitlourloffices tolfurtherlacquaintlyourselfiwithlouriorganisationandiour’people.

Oncelagain,’congratulationsionlyouriappointmentland.Illook forward tolworkingiwithlyou.

A
Johnludge | :
Chair 1
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PART 2

Scheme overview

Scheme cover

ACClistheCrownlentity’thatimanagesNew Zealand’sluniversal,’24/7,/no-fault’ Accident’:Compensation!
Scheme. ThelSchemelprovidesicovertopeoplelinjurediin’New Zealand,lincludingloverseaslvisitorsiand,in
somelcases,New Zealanderslinjuredloverseas. Thelmajority of claimsifor/ACClcoveriarellodged'throughl
almedicallpractitioneriat’algeneral’practice,;,emergency.department,’oriaccident’andimedical’centre./Tol
establishleligibility’for’cover,/ACCIdeterminesiwhetherithe'claimantlhasisuffered’alpersonallinjury,’the!
causelofithelinjury,land:wherelthelinjuryloccurred.

Theltypeslofiinjuriesicoveredlbyithe’Schemelare:

. nonwork-relatedlpersonaliinjuries

. motorlvehiclelinjuries

. work-relatedpersonallinjuries

. work-related/graduallprocessidiseaselandiinfectionlinjuries
o/ sensitivelclaims](sexuallabuse)

. injuriesithat/occurlasia’resultiofimedical’treatment (treatmentinjury).

IniImosticases determiningleligibility’isirelatively'straightforward; specialist teamsiwithinZ/ACCldeterminel
eligibilityfor’more.complexiinjuries.

Rehabilitation, compensation and injury prevention

ThelAccident.Compensation/Act’2001isetslout’threelkeyrolesfor’ACC:

I injury prevention-JACCIlislresponsibleforjpromoting'measuresithatireducelthelincidence’andiseverity!
oflinjuries./Theselmeasuresicanionlylbelimplemented.if theylarelexpecteditolleaditolalcost-effective!
reductionlinllevies

. rehabilitation'—if ACClacceptsiaiperson’siclaim,littmustiprovidelentitlementsito’thellevelprescribed!
inllegislation,lwith’thelgoallofrestoring’thelperson’sindependenceltoithelmaximumlextent!
practicable. Entitlementslinclude:

-1 contributionsito’thelcosts ofitreatment

-1 rehabilitationl(helpiwithigettinglback'tolworklorlindependentlliving)

. compensation-/ACClalsolprovidesifinanciallcompensation’topeoplelforilossesitheylincurlbecauseofl
theirlinjuries.Thislincludes:

-1 weeklylcompensation(incomelreplacement)forlearners,/at’:80%Iof theirannuallearningslifithey!
arelinjured’and’donotreturnitolworkiwithinlalweek, uptolaimaximumlofi$l,750.28 per’week/(to!
301unel2012)

-1 lump-sumicompensationi(one-offilpayments)foripeoplelwhoselinjuries’havelleftithem!
significantly’andpermanentlylimpaired,lupitolamaximumIlumpisumlpaymentiof $128,642.56](to!
301unel2012)

-1 compensationifisomeoneldiesin’an’accident,’such’asifuneraligrants,'survivors’lgrantsiand!
weekly.compensationifor’their’spouseloripartner,ichildrenlandiotheridependants.

Alsummary.ofientitlementslisiincludediinlfAppendixL.




Financial position

ACCImustlholdisufficient/fundsitoimeetiitsistatutorylobligations topayforientitlementsiforlinjuredpeople!

wholhavelcover,lasiwelllasitheladministrativelinfrastructurelrequired:toldeliverthelScheme.

ThelScheme’sifinanciallpositionlislbestunderstoodiinitermslofiitsiOutstanding!ClaimsILiabilityl(OCL)and:

solvency:

. thelOCLlislanlactuarial’estimatelofithelnetipresentivaluelofallfuturelcostsiofalllof thelclaimsion!

ACC’slbookslatia’particular’pointinitime,lincludinglaniallowancelforiclaimslincurredbutinot'reported,’

andre-openediclaims

. solvencylisithelratiolof ACC’slassets!tolitslliabilities-whetherthelSchemelhassufficientlassetsto!

meetlthelOCL.

Funding requirements

Fundingiforithe’Schemelisimanaged throughfivelAccounts:

. levied Accounts](collectedithrough’ACCllevies)—the!Work'Account,/MotorlVehicle!Account,’and:

Earners’/Account

. non-levied Account!(collectedithrough!Governmentiappropriation)—thelNon-EarnersTAccount

o mixed-funded Accountl(collectedthrough!ACClleviesiand:Governmentlappropriation)—the!

TreatmentInjurylAccount.

Theltablelbelow presentsithe keylfeaturesiofithelfive’Accountsiasiforecastifor’301June’2012, basedonithel

Pre-ElectionlEconomiclandFiscal'Update!(PREFU).

ACC Account

Work
Total Income: $1,296m
Solvency Ratio: 98.2%

Who funds it?

Employers, based on the wages or
salaries they pay their employees
in afinancial year (called ‘liable
earnings’).

What’s covered?

Work-related injuries affecting
employees, self-employed people
and private domestic workers
(excluding most motor vehicle

Total Income: $1,746m
Solvency Ratio: 100.7%
(30 June 2012 forecast)

and private domestic workers,
based on their earnings

(30 June 2012 forecast) Self-employed people and private injuries). The continuing cost of
domestic workers, based on their work-related injuries that happened
earnings before 1]July 1999 and non work-

related injuries to earners that
happened before 1 July 1992
Earners Employees, self-employed people Non-work related injuries that

happen to people in the paid
workforce when they are at home or
during sport and recreation

Motor Vehicle

Total Income: $1,282m
Solvency Ratio: 69.4%
(30 June 2012 forecast)

Motor vehicle owners, users and
motorists through a levy collected
from petrol sales (the petrol levy)
and a levy collected when licensing
a vehicle (the licence fee levy)

Injuries involving moving motor
vehicles on public roads

Non-Earners

Total Income: $1,038m
Solvency Ratio: 69.4%

(30 June 2012 forecast)

The Government, funded on a
pay-as-you-go basis (the amount
needed to cover the costs due to be
paid during the levy year)

Injuries suffered by people not

in the paid workforce (such as
students, beneficiaries, children and
retired people)

Continued ...




ACC Account Who funds it? What’s covered?

Treatment Injury Earners (through the Earners’ Injuries caused by medical
Total Income: $344m Account) and the Government treatment
through a contribution for non-

Sol Ratio: 55.2%
owvency ratio ’ earners. The Account is funded

(30 June 2012 forecast) | pased on the amount needed to

cover the costs due to be paid
during the levy year

EachlAccountcoversionelor’morelsections.of thelcommunity,/as'shown’initheltablelbelow.

ACC Account Children Employed Unemployed Superannuitants

Work v
Earners v
Motor Vehicle V4 v

Non-Earners

Treatment Injury Ve v




PART 3

Claims Management

® Claims profile

Eachlyear/ACClcollectslinformationon:

o/ newiclaimsiregisterediinithatlyear.[Thislis'theltotal.lnumberioficlaimsiacceptedasicovered; morelthan!
90%ofitheselarelfor primarylcarelonlyl(eg/GPs,/emergency room’treatment,/physiotherapy)

o/ newiclaimsireceivinglentitlementslbeyondprimaryicare. Thislisialsubset ofithelnew claimsiregistered!
inthatlyear,’andlincludes’thoselreceivingweekly.compensation,land/orisupportforireturningito!
independenceland/orlelectivelsurgery.

Theltablelbelow shows,lby/Account,/theltypeland.numberloficlaimsforithell2Imonthsitol301June’201L.

Motor Non- Treatment

Work Vehicle Earners’ Earners’ Injury

Account Account Account Account Account

(% of (% of (% of (% of (% of

total new total new total new total new total new
Claim Type claims) claims) claims) claims) claims) Total
Total new 189,117 34,484 585,858 860,456 5,192 1,675,107
{ET o o o o o
e (11.29%) (2.06%) (34.97%) (51.37%) (0.31%)
New 24,092 4,334 44,992 22,848 1,493 97,759
il’;ti'tn::"‘e“t (1.44%) (0.26%) | (2.69%) (1.36%) (0.09%) | (5.83%)

In12010/11,/53,8571(3.22%) oflthe’totallnew claimsiregistered received weeklylcompensation.

® Claims Management

ThelClaimsIManagementifunctioniof ACClencompasses.claimsiprocessingandicaselmanagement./Claims!
arelcurrently'managedby:

o/ processinglandiassessinglalllnewclaims

. specialistiservices (includingldental,’accidentaldeath, treatmentlinjury,lelectivelservices)andmedical
feelpayments

o/ providing'telephone-based’supportland.managementofllow-complexityclaims/(80%lof entitlement!
claims)

o/ providingiface-to-facelclaimsmanagementiforlhigherineedsclaimsi(20%oflentitlementiclaims).]
Certain’typesioficlaimsireceivelspecialistmanagement.

() Claims Management effectiveness

Theleffectivenessiof.ClaimsIManagementiisimeasuredbyithelrate’atwhichlitreturnsiclientsitolwork
and/orlindependence.[Thetablelbelowlsetslout’thelimprovementlinirehabilitationlrateslbasedonithe!
numberlofweekly.compensationldaysipaidiforkeyduration’periodsisince’2008-09.




Weekly 2010-11

Compensation Actual 2010-11 2009-10 2008-09
rates (as at 30 June 2011) Target Actual Actual
70 Days 70.8% 71.1% 70.0% 67.1%
182 Days 89.7% n/a 88.0% 85.9%
273 Days 93.6% 92.3% 91.8% 90.6%
365 Days 95.3% n/a 93.7% 93.3%

While'theltrend’haslbeenioneloflongoingiimprovementinirehabilitationrates,/ACC’sishortitermiclaims]
performancelhaslbegunitolplateau. Thislislassociatedwithlalgradual'shiftlin‘thelmixloficlaimsitowards!
morelcomplicated cases,’including:

. anlincreasinginumberloficlaimsiwithlapreviousicase’history
. thelageing’ACClclient’base,/mirroring'thelageinglpopulation

. afallliniclaimsinumbers,resultingliniallargeriproportionloficlaimsiwhichitakellongeritolrehabilitate.

Inispitelofitheselfactorsimakinglitmoreldifficult’for/ACCtolmaintainiitsirate’ofimprovement,]ACC!
continues’tolseekloperationallefficiencies.

[Withheldunderisection’9(2)(g)(i)]:

Sensitive claims

InlOctoberi2009/ACClimplementedialnew(clinicallpathwayfor’sensitivelclaims./Widespreadiconcerniwas!
expressedbylclientsiandtreatmentiprovidersiregarding’thelnew pathway. Following’anlindependent!
review,’ACClislworking'withlkeystakeholdersitolimplementithelrecommendationsifrom’thelreview. This!
workladdresseslissuesirelatingtoldelaysiandiaccessitoservicesiwhichifollowed thelintroductionlofithe!
pathway./AlBoard-initiatedlindependentreview of progresslini]May 2011 ,commentedpositively’onthe!
improvedlrelationshiplbetween’ACClandiits'stakeholders./Alsecondlindependent/progressireview will takel
placeliniMarchi2012.

Treatment

Somelof/ACC’slperformancelimprovementicanialsolbelattributeditolitslapproach’toifundingitreatment.
Generally,/ACCIfundsitreatmentiunder’regulationsiorithroughicontracts..However,JACCImust purchase!
acute’treatment/fromipubliclhospitalsithrough’thelPublic’HealthlAcute Services!(PHAS)lagreement.

Public health acute services agreement

ThelPHASlagreementlisibetweenlyoulandithelMinisteriof Health’andlcovers/ACC’s purchaselofiacute!
hospital-basediservices’fromDistrict’HealthBoards. Ini2010/11/ACC paid’$421imillionifor’these’services.!
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Elective surgery

Between’2002/and2009'ACC expenditurelonelectivelsurgerylincreasedby151%. Iniresponse,/ACClrevised!
itslapproach’tolassessingiapplicationslbylincreasingithelamountloficlinicallresourcelinithisiarea. This!
resultedlinimoreldeclinediapplications, ' whichlin‘turn’increasedlpubliciscrutiny’of/ACC’sldecision-making.

ACClthenlundertookla'reviewlofitsielectivelsurgery.decision-making,\whichfoundithat'thelmajorityof]
clients’believed'theylhadbeen’treatedifairly’andiinia’timelylmanner. Thelreview findingsiwerewelllreceived!
bylthelsector..However, thelreviewmadelainumberiofrecommendationsiforiimprovement,which!ACClis]
implementingliniconjunctioniwithistakeholders.

Hearing loss

Inluly’2010]ACClimplementedlalthreshold’whereby clientsionlylreceivelACClcoveriifitheirlinjury-related!
hearinglosslisi6% orimore./In‘addition,/inlJanuary’2011/ACClbegan’funding’supportiforlhearinglloss'throughl
regulationsiratherthan’contract./Thelchangesimeant:

o/ supportiforithoselwithlhearingllosslisinow!deliveredithrough’alcombinationlof ACC(injury-related)!
andMinistrylof Health(noninjury-related)'subsidiesiusing’aniapportionment'model
o/ hearingllossiexpenditurelisiconsiderablyllower’than’previouslyears.

Medium-term issues

Hearing loss entitlements

Thelintroductionlofla’6%linjury-related’hearingllossithresholdlislbeing’challenged’throughithelHuman!
RightsiCommission./Alnumberoficlients, withisupportfromithelNationalFoundationiforithe’Deaf,/arguel
that’thelthresholdldiscriminatesionithelbasislofidisability.




PART 4

Injury prevention

ACClisioneloflalnumberlof Governmentiandinon-Governmentiorganisationsiwithlalmandate’to’reducel
thelincidencelandiseverityloflinjurylin/NewZealand.’Althoughlthislarealislhigh-profile, reportinglontotal
Government’spend’andloutcomes’isinotiparticularlyrobust./ACClislaiminoriplayerlinlinjury’prevention’and!
hasialimitediability’toldeterminelinvestmentiacross'thelsector.

ACCldeliversialnumberloflinjury’preventioniprogrammesitargetediatiareasiof highicostitolthelScheme.!
Theselfocusionireducinglinjuriesiinithelhome,linisportlandirecreation,lon’thelroadsiandinithelworkplace.
Theselconstitute’alsmalllportioniofithe’totallinjury’prevention’activityland’spendiiniNewiZealand.

ACC’slkeyprioritylareaslin’injurylpreventionlare:

o/ fallslin’thelworking-age’population

. sportlandirecreation

. alcohollasiacontributingfactor’tolinjury

. motorcycleland’scooterlsafetylanddriving'practice
. workplacelinjury’prevention.

Issues for your immediate attention

Community Injury Prevention Forums

ACClintends’tolholdia’serieslof.CommunityInjuryPreventionlForumsifocusedionfallslinjuriesiinithe!
working-agelpopulationinithreellocationsiaroundiNew ZealandlinlFebruarylor’March’2012.[There’arel
opportunitiesiforlyoutolbelinvolvediinithelforums:

¢l inlDecember,bypubliclylannouncing’ACC’slintention/to’host’thelforums
[ bylparticipatinglinionelorimoreforumsithrough’aniopeningloriclosingladdress
ol throughithelexpected'medialinterestlinithelforums.

Theselopportunitiesiwill’lbe’scopedfurtherlinidiscussioniwithiyourloffice.

Motor vehicle injury prevention initiatives

ACChas’anumberiofinitiativesitolimprove driversafety. Theselinclude:

. Scooter Survivall-Hwhich’aims’tolreducelthe’seriousnessiofiaccidentsforscooteriridersibylincreasing!
safelriding practicesiand’thelnumberiofridersiwearing:appropriatelclothing

. Ride Forever—whichlaims'tolreduce’seriouslinjuriesiinimotorcyclistsioveri40yearsiold

o/ Practice programmel-inlpartnership:withithe!New Zealand TransportlAgency,\whichlaimsitol
increase’thelproportionloflyounglearnerldriversidoingl120.hourslofisupervised practicelinialrange of]
conditionslandsituations.




Motorcycle Safety Advisory Council

ThelMinisterialMotorcyclelSafety’Advisory!Councilladviseslon/ACClexpenditurelfrom’thelMotorcycle’Levyl
Fund.[ThelCouncilland/ACCreportitolyoulregularlylonicurrentiactivities.

Issues for your immediate attention

Motorcycle Safety Advisory Council

ThelCouncilwilllreleaselalRequestiforlProposalsiforimprovingimotorcyclelvisibilitylbefore’thelend!
of 2011.

Thisiworkiwilllbeldiscussedifurtheriwithlyourloffice.

New Zealand Injury Prevention Strategy

ACClleads’thelNewiZealandlInjury PreventionStrategy!(NZIPS),/alwhole-of-Governmentlinitiativelwhich!
seeksltolreducelinjury’andifatalitylratesinationwidelbypromotinglgreatericollaborationinithelinjury!
preventionisector.

AsINZIPSllead,/ACClhousestheINZIPSISecretariatand alsolhasispecificresponsibility forleadingthelfalls!
preventionlanddrowninglpreventioniworkstreams.

TheINZIPSiSecretariat‘monitorsithelperformancelofithelprioritylarea’strategiesiandreportsiannuallylon!
outcomes,trendsland.Governmentlexpenditureloniinjury prevention.Currentireportinglof.Government!
expenditurelisiatialhighllevellandldoesinot’assess thelGovernment’sireturnionlinvestment..The!Secretariat]
isllookinglatithisTmatterwithinlthelwidericontext’oflimprovingloutcomesireporting:for/NZIPS.

Issues for your immediate attention

New Zealand Injury Prevention Strategy Joint Work Plan

TheINZIPSJointWork Planiwillineed’tolbe’agreedby thellnjury PreventionMinisteriallCommitteelinithel
firstlhalflof2012.

Medium-term issues

Safety 2012 World Conference

In'October2012/ACCIislhostinglthe!Safetyl2012]WorldIConference,liniconjunctioniwithithelSafel
CommunitiesiFoundationlandithelUniversitylof Otago’slinjuryPreventioniResearch!Unit./ACCIis!
sponsoring’thelconferencelalongiwithithe!World/HealthiOrganisation./Thelconferencelwilllraise’ACC’s]
globallprofileliniinjury’prevention’andlbring'togetherithelworld's/leadinglinjurylandiviolencelprevention!
andisafetylresearchers,practitioners,land’policy/makers.




PART 5

Scheme funding

Financial position

ThelACCISchemelinl2009'waslinlalcritical financial’condition,withlburgeoninglliabilitiesiofi$27,100imillion!
butionly’$14,300'million’infassets. ThelSchemelwaslinideficitlby$12,800Imillion. Thelsituation’came’about!
becauselofiallong’period duringiwhichiSchemelcostslincreased,butincomelfailed’to’keeppacelwith’thosel
costs. Overithellastitwolfinanciallyears,/ACClhasifocused onicontrollinglgrowthlin’thelOCL.[This,’along!
withlsubstantiallinvestmentiearnings,’hasresultediin’a’significantlylimprovedifinancialposition./Over!
thellasttwolfinanciallyears, thelnet/deficit(unfundediliability) hasireduced:from’$12,800milliontol$6,700!
million.

Issues for your immediate attention

2011 Financial Condition Report

UnderthelAccidentiCompensation/Act’2001,/ACClislrequireditolpreparelaniannuallreportioniitsifinanciall
conditionlasisoon’aslpracticablelafter’thelendofithelfinanciallyear’anditolprovidelthisireport'tothel
Ministerifor’/ACC. Itlislintended thatlyoulreceivelthel201lFinanciallConditionReportishortlylafterithel
newlGovernmentlisiformed.’Alcopylmustibelprovidedto’thelMinisteroflFinancelandlpresentedito!
thelHouselof Representativesiwithinfiveldayslor,lifithislisinotifeasible,las'soonlasipossiblelafterithel
commencementlofithelnext’sessionlofiParliament.

Levies

PrioritollJuly1999leviesiwere collected onla ‘pay-as-you-go'basis,whichimeantithat’leviesionly covered!
thelcostsithatineeded tobelpaidduring’thellevylyear.Sincelthen,llevieslhavelbeenicollectedionlal
fully-fundedibasis.[Full-funding’meansithat’thelleviesicollectedleachlyear’should’besufficient’tolmeet!
boththellifetimelcostslofiinjuriesioccurringlinthatlyearlandlalso’thelresidualliabilitylassociatediwith!
pre-July1999.claims.Full-fundingalso’supportsilevylstabilitylby providingia’streamlofiinvestmentlearnings!
thatlhelplreduce’the’solvencylgap.[This, alongsidelimprovementsiiniclaimsimanagement,hasiresulted!
in‘thelreductionlinithelWork’Account’levylby22%andlin’thelEarners Accountilevybyil7%forithe’2012/13!
levy year.

Medium-term issues

Levy impact of reaching full-funding

After2019thellevied/Accountsiwilllbelfully-fundediandithelresidual’portioniwilllhavelbeenifully!
collected.\Dependinglon’thefundinglpolicy’andithelfinancial’statusiofithe’Schemelthat’appliesiatithat!
time,levies'shouldireduce.
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ThelNon-Earners’land TreatmentlInjury’Accountsidonot’havelafull-funding’target..Sincel2001all’fundsin!
thelNon-EarnersTAccount (which’fundslapproximately’two’thirdslofthe TreatmentlInjury’/Account) havel
beenlappropriatedionialfully-fundedbasisiandlinjuriesiprioritol2001continueltolbe fundedionial
‘pay-as-you-go’basis.

Funding policy

In2011'the Boardiresetiits:funding’policylbasedion’thelobjectivesioflongoinglevy stability’andiminimising!
thelriskloflunder-lorlover-fundingithelAccounts..Changesito'thelfundinglpolicy wereldriven’bylanalysislin!
thel2010FinanciallConditionReportland’are’basedlonicapitallmanagementlbestipractices.

Thelfundinglpolicy’establishesa‘targetedlrangeoflacceptablelsolvencyloutcomesithatibestireflectsithe!
variabilitylassociatedwithleachlAccount./Alpointiestimate’target, whichlwaspreviouslylused, exposed:
thelSchemeltolunwarranted.changesiinifundingirequirementsicaused by thelvolatilitylininvestmentsiand!
theleconomy.’Applyingia‘targetedirangelreducesilevyvolatilitylbylallowingichangeslinlexperienceltolbe!
smoothedloverlainumber ofiyearsiandlallowslotherichangesitolbelimplementedwithoutlhaving'toladjust
levies,’eg'changesiiniinvestmentistrategy’oriinjuryprevention.

Under currentllegislation,/ACC’siBoard(isiresponsiblelforisetting-funding’policylfor'the’Schemeland!
recommendingllevylratesitoitheIMinister.. ThelMinister’lhas’thelfinal'saylon’thellevies, butidoesinot!
determinelfundingpolicy.

[Withheldlundersectionl9(2)(g)(i)]




Issues for your immediate attention

Funding Policy Review

WhenICabinetlagreed'to'thel2012/13/levylratesiitdirectedithatlareviewlofthelfundinglpolicyfor’thelACCI
Accounts’belundertaken.[Withheldlundersection9(2)(g)(i)]!

ThelAustralian’Workplace'Relations!Ministers Councillpublishes’a:Comparative’PerformanceMonitoring!
Report’that'provideslaicomparisonlofiworkersicompensationischemeslin‘Australialand’New Zealand. The!
tablelbelowpresentsiaicomparison’ofithelstandardisediratiolofiassetstolnet/OCL,/aslinthell2th Edition of!
thelReportipublishedlin'December2010./Theltablelillustratesithat'Schemelpeersitypicallyretainia’capitall
reservelanditarget/a’funding’ratio’above’100%.

Thelfundingratio’for’ACClincludes’thelunder-fundediresidual’portions(including’thelpre-2001]
Non-Earners’’Accounticlaimsiwhichlarelfundedonlalpay-as-you-go’basis)..South’Australialhaslhad’a’
numberiofifundinglissues:forimanylyearsiwhichlhavelbeenicompounded’by/pooriinvestmentireturnsiand,tol
allesseridegree,/legislativelchanges.

COMPARISON OF STANDARDISED RATIOS OF ASSETS TO NET OCL (WORK ACCOUNT ONLY)

Financial Year Ending

Country Territory 2005 2006 2007 2008 2009
AUS QLD 158% 232% 222% 195% 146%
AUS TAS 152% 168% 145% 131% 134%
AUS WA 124% 113% 128% 135% 128%
AUS VIC 113% 129% 146% 138% 120%
AUS Comcare 104% 114% 118% 117% 117%
AUS NT 102% 103% 110% 112% 112%
AUS NSW 80% 104% 121% 119% 98%
NZ 81% 88% 95% 93% 81%
AUS SA 63% 66% 66% 61% 56%

Medium-term issues

Forecast performance of the ACC Scheme for 2011/12

In‘thelPREFU,'ACC’s forecastisurplusforithelyearitol30Junel2012\waslrevisedifrom $1,999millionto’$61]
million.[Thisllowerforecastiresultiwasldriveniprincipallylby:

o/ alreductionlin’theldiscountirate,\whichlincreasedthelclaimsiliabilityl(aniadditionali$,407Imillion)

[ thelunexpirediriskiliabilityl(anladditionali$121million)

o[ theldeteriorationlinlforecastiinvestmentlincomeldueltogloballeconomiciconditionsi(alreductionof
$238Imillion)

o[ lowerllevylrevenuelinithelWorkland!Earners’/Accountsiduetollowerlleviesifori2012/13 (alreduction’of!
$193/million).

[Withheldlundersection9(2)(g)(i)]!

15



Work-related gradual process disease and infection (WRGPDI)
funding policy

Graduallprocessiclaimslarise/fromsituationsiwhere’therelhas’beeniworkplacelexposureltolanelement,]
theldamagelfromwhichimaynot'manifestiitselflasian’injuryluntillyearsilater./Theselclaimsicanlbefunded!
eitherlonla'claims-madeloriclaims-incurredibasis./Alclaims-madelbasisirecognisesthellifetimelliabilitylofial
claimlonly'when(that'claimlisireported./A’claims-incurredlbasis’recognisesiaportionlofithellifetimelliability]
corresponding’toithelexposureldate. Theldifferenceliniclassificationlis’determinedlbythe’timelwhenclaims!
arelrecognised.

ACClcurrently’fundsWRGPDI onlaclaims-madelbasisibecausethellengthlofitimelbeforelanlinjury/manifests!
itselfimeansithat’estimates.of datelofexposureland.claimicostsiatithat’timelarelhighlyluncertain.lFunding’
thelcostlof WRGPDI claimsifromiwhen’thelinjury'manifestslitselflandthelclaimlisireportedigreatlyreduces!
thelcostlofithisluncertainty,’and thelcorrespondinglimpactionithellevylpayer.However,litmaylresultin!
businessesithat'did'notlexist:during'thelexposurelperiodlhaving'tolmeetithelcostiofitheselclaims.

Thelmainlareaofrrisklassociated' with WRGPDIclaimslisithatfuture’types ofitheselclaimsicannotibe!
predicted./Onlalclaims-madebasis, thisicanbelmitigatedlbyladjustinglleviesat'the nextirenewal./Onlal
claims-incurred’basis,litlisinotlpossible’tolaccurately/quantifylnew typesioficlaimsiandlpastileviesicannot!
beladjusted.

[Withheldunderisectioni9(2)(g)(i)]

Government appropriation

ThelNon-Earners’Accountifundinglisiappropriatedieverylyeariand:thellevellof fundinglis’set’foriafourlyear!
periodlbylCabinetithroughithelannual’Budgetiprocess./ACCprovidesirecommendations’tolyoulon'thellevel
oflfundinglrequiredinthelAccount, based.onithelresultsiofithelDecembervaluationlof ACC’sIOCL..DoL!
providesyoulwithlindependentiadvicelon’/ACC’slrecommendations.[TheTreasuryalsoprovidesiadviceltol
theMinisterlof Financelinirelationitolthelappropriation.

ACClhaslcompletedialpreliminarylreviewlof thelestimatedfundingirequired:forithelNon-EarnersAccount,’
basedlonthelresultsiofithelJunel20llivaluation.

For2011/12/ACClwas’able’toreduce’thelfundingrequirediforithelNon-Earners’JAccountlbyi$177/million.

[Withheldlundersectionl9(2)(g)(i)]




[Withheldunderisectioni9(2)(g)(i)]

Investment income

Alongsidelleviesiand:Governmentlappropriation,‘thelthird’principal’sourcelof ACCfundinglisiinvestment!
earnings./ACClislonelofithellargestiinvestorsiiniNew Zealandicompanies,/owninglabout/4%lofltheltotall
capitalisation’ofitheldomestic’sharelmarket./Thelfollowing'tableshowsthelInternational Financiall
ReportinglStandards(IFRS) Investment Income’for'the’2010/1l/financial’year bylasset'class.

Cash Portfolio: 31.2
Reserves Portfolios by Asset Class:

Reserves Cash 234
NZ Index Linked Bonds 74.8
NZ Bonds 673.0
NZ Equity 261.9
NZ Private Equity 0.6
NZ and Australian Property and Infrastructure 59.4
Australian Equity 208.4
Overseas Bonds 51.0
Global Equity 250.5
Interest Rate Derivative Overlay 72.0
Futures Overlay 48.4
Total Reserves: 1,723.4
Total Investment Income: 1,754.7




ACC’slreservesiportfoliosiincreasedlinivaluelby’36%from’$12,883Imillion’as’at’30June’2010,t0’$17,557!
millionlby’301June’201L. Thisigrowth:comesifromialcombinationlofiinvestmentireturnsiand/ACCladding!
extralfundsifromithelsurplusioflevylincomeloveriSchemelexpenditure.

Medium-term issues

Scale and performance of ACC’s investment fund

Investmentiperformancelhasisignificantlimplicationsifor’theloverallfinancial’healthlofithelScheme.lAs!
ACC'sltotallinvestmentifundsigrowlit'willnotlbelpossibleltolmaintainicurrentlpercentagelallocationsiof]
fundsitolNewZealand'investmentimarkets:without’holding’albiggeriand.biggerislicelofithoseImarkets.!
However, i ACClownslaimorelsignificant’percentageloflNewiZealandlinvestmentimarkets,liticould!
becomelincreasingly!difficultifor/ACCItolout-performithemarketlasiawhole./ACCiwillitakethislintol
accountiwhenldeciding’howits’allocationitolinvestmentimarketsishouldlevolveloveritime.

ACClwilllneedtolcontinue’toloperatelinisurplusiuntillitihasisufficientfunds'tolcoverithelOCL.[Thelclaims!
liabilitiesIforleachlAccountiarelprojecteditolgrow roughlylinlline’withigrowthlin’thelsizelof thelNewlZealand!
economylinithellong-term./Asla’result, itlislexpected that’ACC’slinvestmentifundsiwillroughly’doublelover!
thelnextsevenlyears.




PART 6

Delivering ACC’s strategy

ACC’slcurrentstrategicdirectionlisisetiout’inlitsiStatementioflintent’2011-14’andlcanlbedescribedlas threel
outcomes:

. deliveringllevyistabilitylbylachievingllong-termifinancialisustainability
. rehabilitating’injuredipeopleliniNew Zealandlefficiently

. reducing’thelincidenceland’severity oflinjury’wherelitlisicost-effectiveltoldo’so.

Theseloutcomes, whichldescribelhowlthe’Scheme’benefitsisociety,/arelachieved'throughithe'deliverylofithe!
followingloutputs:

o, levysettinglandicollection

/. investment'management

I claimsimanagement

. injurylprevention.

Withithelappointmentlofiainew!Chief Executivelin'September2011,JACChaslbegun’tolrefocuslitsistrategic!
direction./Inlordertolensure’ACClcontinuesitoldeliver-high-qualityrehabilitation,.compensationandiinjury!
prevention, whilelmanaging riskandsupportingcontinuousiimprovement,’/ACCIisiproposing tolfocusion!
fourlkeyareas:

. firstiratelrehabilitationlofiinjured’people

. operatingiwithifinancialconfidenceland!deliveringlvalue
. makingitieasier’toldolbusinessiwith]ACC

ol excellencelinlinjuryprevention.

Youlwilllbelprovidedwithfurtherlinformationlonlhow!ACClplans’tolprogressiinithesefouriareas.
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APPENDIX 1

Summary of entitlements

Treatment

Treatment costs Contribution to a range of treatment costs, including visits to the
general practitioner and other health professionals, for example,
physiotherapist, dentist, specialist, surgeon, radiologist

Prescription medicine Reimbursement of the cost of certain pharmaceuticals

Ambulance and emergency Full payment of ambulance service fees and emergency care at a public
care hospital

Managing at home

Home help Help with general housework such as cleaning, vacuuming, laundry
Attendant care Help with personal care such as showering, bathing, getting dressed
Childcare Help with care of children, including taking them to and from school
Equipment Personal aids to help a client cope better at home, for example, shower

stool, kitchen trolley

The work situation

Weekly compensation Payment of a weekly amount (usually up to 80% of the client’s average
weekly income) while they are off work because of injury

Rehabilitation plan This caninclude a fitness programme, guidance on gradually returning
to work, workplace equipment and retraining if necessary

Travel subsidy Payment towards public or private transport costs to and from work or
treatment
Accommodation Help with accommodation costs for out-of-town treatment

More serious injury

Lump sum payment A tax-free, one-off payment for permanent impairment resulting from
injury

Car and home modifications | Contribution to the purchase of a car (and/or modification) and home
modifications such as ramps, widening doorways

When someone dies as a result of an injury

Funeral grant A fixed amount to help cover burial, cremation and related ceremonies

Survivor’s grant One-off payment to the surviving partner, children and other
dependants

Weekly compensation for Weekly payments based on the deceased person’s average weekly

the family income, shared between the surviving partner and dependants for a
fixed period

Childcare payments A contribution towards childcare costs, paid to the surviving partner for

a fixed period
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