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Stocktake of ACC Accounts: Amendments o the Terms of Reference

Portfolio: ACC

On 27 October 2009, Cabinet:

1
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noted that in July 2009 the Cabinet Social Policy Committee:
1.1 approved the terms of reference for the Stocktake of ACC Accounts;

L2 noted the intention of the Minister for ACC to appoint the following people to the
Stocktake Steering Group: -

1.2.1 Hon David CAYGILL as Chair;

1.2.2 Dr Neil QUIGLEY as an independent advisor;

1.23 Gordon SMITH as an independent advisor;
[SOC Min. (09) 15/2]

agreed that the terms of reference for the Stocktake of ACC Accounts be amended to
include investigation of the introduction of competition and choice into the Work Account;

agreed to the revised terms of reference for the Stocktake of ACC Accounts, attached to this
minuie;

noted that the Steering Group for the Stocktake will require additional members to ensure
that appropriate expertise is represented;

noted that an appointment process for these additional members will be undertaken shortly,
and that the appointments will be submitted to the Cabinet Appointments and Honours-
Committee; .

noted that additiona] funding will be made available as required to cover the extension to
the Stocktake terms of reference;




- CAB Min (D9) 38/14 '

7 noted that an interim report outlining progress is to be provided to the Minister for ACC on
or before 1 February 2010 and the final report with recommendations for the Scheme as a
whole is to be delivered by the end of June 2010,

Secret-ary of the Caﬁin;t

Reference: CAB (09) 630
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Appendix: Terms of Reference for the Stocktake of ACC Accounts

Purpose

These terms of reference outline the scope of the Stocktake of ACC Accounts (the Stocktake)
project.

The overall purpose of the Stocktake Is to provide an assessment of the performance of each
of the ACC accounts, an analysis of how the Scheme could be improved to deliver value for
money to levy payers and taxpayers, and identification of potential financial savings.

Background

The Stocktake is the government's top priority for the ACC portfolio because it will provide the
information on which to base future decisions that improve the efficiency and affordability of
the ACC Scheme.

Scope

The Stocktake steering group will commission work to achieve a serles of succinct reports that
inferm the government. This work is likely to include:

A: analysis of each active Account, covering:

. its underlying cost drlvers (these are likely to vary for each Account) and strategies
to address them .

) how many people come Into the Account, how long they receive entitlements under
~ the Account; the entitlements they get, how the interpretation of legislation impact
when providing those entitlements: haow and whether injury prevention works in the
Account

. any subsidisation occuring within the Account or across other Accounts

. options for funding policy (eg, change In balance of funding sources, such as funding
the Motor Vehicle Account from petrol as opposad to licences etg)

. the nature of major risks (eg, underwriting, investment performance, lability
valuation risks) - who bears these risks and options for managing them

. the constraints on achieving value for money and a steady-state financia! position
(for example administrative factors or fegislation}

. the potential for, and cost effectiveness of, introducing experience rating or risk-
sharing.

Note that background information will be made available to the steering group from ACC on
financial forecasts for each Account covering 2008/09 and subsequent financiat years, and
trends in funding (levies and appropriations) if no change is made to policy settings. ACC will
also make available ta the steering group its own analysis and Account funding plans, and
information on claims duration and case management practice.

B: monitoring of ACC’s performance: including the performance of the monitoring
agency and the usefulness of existing performance indicators. The results from the
government-wide review of monitoring of Crown agencies being led by the Treasury will be
made available to the Stocktake steering group once Ministers have considered the proposals,
The Stocktake will also consider the performance information available, whether the existing
performance indicators will provide the information needed for rabust monitoring, and
proposals for different or better performance indicators as appropriate.
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C: assessment of:

» current employer programmes, and incentives to encourage more businessas to
focus on heaith and safety In return for levy discounts

. how injuries sustained outside the workplace by workers can be efficiently managed
and paid for by employers to promote rehabilitation

. who is best placed to provide effective rehabilitation services.,

b: a review of ACC’s $10 billion investment portfolio, to examine its contribution to the
goals of scheme sustainability and levy stability. The ACC Board's review report will be
made available to the steering group. The steering aroup will also comment, and as
necessary make recommendations, on how the reserves are being managed (in a quality
of processes sense) and the appropriateness of the current level and form of scrutiny of
this function from the ACC Board.

E: analysis of key changes in legislation over time and thejr impact on claimant
entitlements. _

F:

h
in a way thai resolves anv significant outstanding Issues. This work will also include an

exploration of other areas in which the private and non-government sectors (including iwi) can
be involved in injury management and compensation.

In addition, the steering group is able to raise with the Minlister additional areas of worl jt

considers are necessary.

Process

The project is expected to commence in August 2009 and will be completed by the end of June
2010. '

One or more Independent consultant(s) will be appointed by the steering group through a
procurement process according te State sector guidelines.

The steering group will ensure that there Is opportunity for key stakehaolders such as Business
NZ and the Counci! of Trade Unions to have Input at appropriate junétures of the Stocktake
process, such as following receipt of the initial reports from external consuitants and before
formal advice s provided to the Minister for ACC.

Timing and deliverables
It is expected that the project will begin in August 2009.
An interim report outlining progress with the Iinvestigation of ¢ oice and competition In the

Work Account will be provided to the Minister for ACC by 1 February 2010 and the final report
with recommendations for the Scheme as a whole will be delivered by the end of June 2010.

Governance

The Minister for ACC will be the sponsor for the project.
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Steering group

A steering group with an independent Chair, and comprising additional independent advisorg
supported by senior officials, will pravide oversight of the project, commission the work,

monitor progress, and assess and report the resuits.

The steering group will ensure that the advice provided meets the stated objectives of the
prejact. .

The steering group will determine its own schedule and pregramme. Members will be expected
to meet as directed by the Chair, during the cotrse of the project. Work will alsc be
undertaken using, as nacessary, teleconferencing and email contact.

Consultants

The steering group will ensure that the consultants appoinied:
. have the requisite skill sets and competence to undertake the work commissioned

. will be mindful of the considerable public interest this project wilt generate, and will
conduct the work in such a way as to be sensitive to this interest

» have no conflicts of interest that may influence the independence of the advice being
provided

. are able to deliver the work within the set timeframes.

Assumptions

Background material and data will be made available to the consultani(s) as needed.

Key peopie within ACC and the Department of Labour will be made available to the
consultant(s) as appropriate and necessary, for interviews or as part of a group consultative
process. Meetings with key people in central agencies may also be required,

Budget

The overall budget will be overseen by the steering group.

The budget for undertaking specific pieces of work and for individual parts of the project will be
agreed with the consultant(s) through the initial procurement process and on confirmation of

the approach.

Payments will be phased according to delivery of the main pieces of work and meeting of time
and quality performance measures as agreed between the partias.

Communications

The Stocktake steering group will ensure relevant parties are kept informed about progress
with the Stocktake as necessary and as the Chair deems appropriate,
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