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Key to sections of the Official Information Act 1982 under which information has been withheld. 

Certain information in this document has been withheld under one or more of the following sections of the Official 
Information Act, as applicable: 

 

[1] to prevent prejudice to the security or defence of New Zealand or the international relations of the 
government 

6(a) 

[2] to avoid prejudice the entrusting of information to the Government of New Zealand on a basis of 
confidence by the Government of any other country or any agency of such a Government 

6(b)(i) 

[4] to prevent prejudice to the maintenance of the law, including the prevention, investigation, and 
detection of offences, and the right to a fair trial 

6(c) 

[11] to damage seriously the economy of New Zealand by disclosing prematurely decisions to change 
or continue government economic or financial policies relating to the entering into of overseas trade 
agreements. 

6(e)(vi) 

[23] to protect the privacy of natural persons, including deceased people 9(2)(a) 

[25] to protect  the commercial position of the person who supplied the information or who is the subject 
of the information 

9(2)(b)(ii) 

[26] to prevent prejudice to the supply of similar information, or information from the same source, and 
it is in the public interest that such information should continue to be supplied 

9(2)(ba)(i) 

[27] to protect information which is subject to an obligation of confidence or which any person has been 
or could be compelled to provide under the authority of any enactment, where the making available 
of the information - would be likely otherwise to damage the public interest 

9(2)(ba)(ii) 

[29] to avoid prejudice to the substantial economic interests of New Zealand 9(2)(d) 

[31] to maintain the current constitutional conventions protecting collective and individual ministerial 
responsibility 

9(2)(f)(ii) 

[33] to maintain the current constitutional conventions protecting the confidentiality of advice tendered 
by ministers and officials 

9(2)(f)(iv) 

[34] to maintain the effective conduct of public affairs through the free and frank expression of opinions 9(2)(g)(i) 

[36] to maintain legal professional privilege 9(2)(h) 

[37] to enable the Crown to carry out commercial activities without disadvantages or prejudice 9(2)(i) 

[38] to enable the Crown to negotiate without disadvantage or prejudice 9(2)(j) 

[39] to prevent the disclosure of official information for improper gain or improper advantage 9(2)(k) 

[40] not in scope   

[41] that the making available of the information requested would be contrary to the provisions of a 
specified enactment 

18(c)(i) 

[42] information is already publicly available or will be publicly available soon 18(d) 

 

In preparing this Information Release, the Treasury has considered the public interest considerations in section 9(1) and 
section 18 of the Official Information Act. 
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From: Joseph Sant [TSY]
Sent: Wednesday, 15 November 2017 5:07 PM
To: Andrew Marshall
Cc: 'Alexandra Jackson'; 'JC Somers'; Kathryn MacIver; Carolyn Palmer [TSY]; Emily Irwin [TSY]; Carolyn Palmer [TSY]
Subject: Monitoring comments for budget bid advice

Hi Andy (and team), 
 
Thanks for the opportunity for monitoring to contribute to MBIE’s advice on ACC’s Cost Pressures and budget bid. Per our discussion today I would like to propose three considerations for your advice to the Minister, detailed below. These points 
should be taken as monitoring input into MBIE’s process and do not constitute Treasury specific advice. Our Vote team will consider the budget bid and associated materials once submitted. 
 
Altogether, the rationale for the budget bid is relatively clear. The narrative as I see it is: 
 

• The funding position is broadly consistent with last year; where the benefit of the change in funding policy, introduction of management responses and movement in discount rates from June ’16 to Dec ’16 were already taken.  
• Since this time, new cost pressures on volume (population – new year claims) and social rehabilitation (OCL) are driving an increase to the budget bid. Each of these changes warrant discussion. 
• The under-funded position inherited is driven by moving discount rates since the last full re-baseline and increasing costs that have not been funded (Sensitive Claims, LOPE) or accepted but fall into the funding adjustment (GP U13s, 

Ambulance). There have been few efficiency/experience gains over this period. 
 

1) Population assumptions (+50k starting point and steeper trajectory – equates to $46-$80m impacts by year) 
 
ACC has supplied a graph illustrating the gap between the prior assumption. Therefore, there is no challenge on the assumption used being reasonable. Other things to consider: 
o Volume growth in the last 12 months in the NEA (to September 2017) is -1.1% (source: ACC Q1 report). This is important as frequency is a much stronger driver of volume/claim costs than population is (note the June ’17 valuation report –

9% average growth in payments over 5 years, 5% of which is frequency and 1% is population). Would need to understand what impacts on volume other than population for net impact. 
o Frequency also has a $2.7-$5.8m per annum pressure – Other medical (sensitive claims offsets physio, elective surgery). These are fundamentals driven and no specific change to volume expectations. 
o Input assumption was taken from December 2016. The steeper trajectory of population growth may be dampened by wider government policy; there would likely be an increase in unemployment due to minimum wage, however meaning 

an offset from wider policy. 
• Recommendation: Option to fund lower than 100% of population pressure to reflect the lower starting point for volume. This would also promote a conversation with the Minister around other volume driver assumptions. 

 
2) Cost pressures related to Social Rehabilitation Serious Injury ($8.9-$10.1m increase to new year claims and $74m down to $33m over 4 years for OCL impact) 

 
Based on experience of increasing care hours above expectations – target of ~2% growth in care packages with actuals of +3%/+3%/+4% over last three years. Considerations: 
o Monitoring conversation with ACC in May 2017 described a series of operational control failures that have contributed to the lower than expected performance. 
o Management response to reinforce core controls (national consistency panels, appropriate capability on service needs assessments, centralising serious injury service to improve monitoring) in place. 
o Recent performance to that management response = -0.5% growth in care hours over 12 months. This is not a full recovery in performance but indicates the ability to apply controls 

 Note; 4,000 hours per week saving quoted by ACC (source: attached email from ACC dated 14/11/17);  
 Making a broad assumption of 50% of saving in NEA and average $30/hour agency cost = 4,000/2 * 30 * 52 = ~$3m per annum off new year costs; 
 Social Rehab Serious Injury multiplier (per valuation report) = 39.7. 3m * 39.7 = ~$120m (or $12m per annum using funding policy). 

• Recommendation; Advise that a challenge for a further management response is warranted. 
 Conservative estimate based on 4,000 hours being sustained ($3m + $12m per annum).  
 A more aggressive estimate would be to either  

 Straight top-down cut of 50% of the cost increase (ie. $5m + $$37m in year 1; $5m + $16m in year 4) 
 Backload the management response – less challenge in year 1, increasing to, say, 100% of growth in cost in year 4)  

 
3) Management response on increased capital expenditure ($3m-$5m reduction to liability per annum; net of cost pressures in ‘other social rehabilitation’) 

 
o Investment into enabling independence through training or provision of equipment. Growth in the liability has been ~$30m per annum for Capital expenditure (SI and non-SI combined; 7.5% average growth), significantly above 

inflation.  
o The scale and success of management response to date is underwhelming and appears to carry risk – a much higher baseline of capital expenditure without the requisite impact on care hours (where the opposite has been happening).
o PwC has reverted an assumption it had for the rate of growth in capital expenditure to return to historic normal levels at some point (even though a higher base) but has now incorporated the higher growth rate (source: June ’17 

valuation report). 
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• Recommendation; Discussion with ACC management at when they would reassess the approach for its success and what would a reversal look like? What impact does the provision of equipment have on client satisfaction and is the 
~$110-120m investment in the last four years worthwhile? How would this be assessed? 

 
We discussed these three points at length in our meeting today. However, I’m available for any further questions. 
 
Kind regards, 
Joe 
 
Joseph Sant | Senior Analyst | The Treasury 

    
CONFIDENTIALITY NOTICE 
The information in this email is confidential to the Treasury, intended only for the addressee(s), and may also be legally privileged. If you are not an intended addressee: 
a. please immediately delete this email and notify the Treasury by return email or telephone (64 4 472 2733); 
b. any use, dissemination or copying of this email is strictly prohibited and may be unlawful.  
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