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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: Thursday, 23 November 2017 12:39 PM
To: 'JC Somers'
Cc: Carolyn Palmer [TSY]; Emily Irwin [TSY]; Helen Anderson [TSY]; 'Kathryn MacIver'; 'Andrew Marshall'
Subject: FW: Budget 18 draft [SENSITIVE]

Hi JC, 
 
My comment is below. If there are further drafts of the report, Emily would consider whether the comment should be adapted. 
 
Treasury Comment (Performance Monitoring) 
 
Treasury’s view is that Ministers’ funding decisions could better reflect performance expectations, with funding covering costs that management are not able to control. In ACC’s case, this should consider that resources are used effectively and 
efficiently to optimise claimant outcomes and experience. We are aware of two cost pressures where we believe management could reduce costs without significantly impacting client outcomes: 
 

• Increase in average care packages (social rehabilitation). Discussions with ACC and past performance indicate that the cost expansion due to inconsistent management of seriously injured clients is at least partially recoverable. To ensure more 
consistent performance, claimants’ expectations should be well set up front and quality management information should drive effective monitoring. ACC is building this into its processes, and re-centralising the national serious injury service 
will assure a consistent approach for clients. 
 

• Increased capital expenditure (provision of equipment, training and aids) to enable client independence. Enabling independence benefits both the client and ACC, by reducing the most significant cost category on the liability (the provision of 
care hours). However, while the level of service has increased over the last three years, care hours have not reduced.  

 
ACC has once again set the right accountability by allocating a return in its management response but if this is not successful, the increased cost is added to the funding adjustment in the following year. We recommend discussing with the 
Board Chair when ACC will review its strategy, to understand whether increased investment into capital equipment is likely to deliver good outcomes for clients or for scheme sustainability. 

 
We recommend Option B of the options presented in this paper, as this budget bid is most closely linked to setting performance expectations. However, we also believe this to be a conservative estimate of the possible financial recovery due to 
performance improvements.  
 
We also recommend setting an efficiency expectation in the price inflation of services to ACC. This could be responded to by reviewing contracts with providers periodically to ensure ACC is optimising the value of services for clients. A broad 0.5% 
reduction to price inflation assumptions in each of the next two years would be consistent with the Minister of Finance’s expectations to draw efficiencies out of agencies in order to fund the government’s priorities. Monitoring would be required to 
track whether this is being achieved and Treasury could engage with ACC to understand how this would work.  
  
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.  
 
From: JC Somers 
Sent: Wednesday, 22 November 2017 6:28 p.m. 
To: Joseph Sant [TSY] 
Subject: RE: Budget 18 draft [SENSITIVE] 
 
Hey Joe,   
 
Thanks for that. Really appreciated. I will see what I can do.  
 
I think it might pay to draft a Treasury comment regardless, so we'll get that in either way. There is a possibility that it might go on Monday or even Friday. 

[39]
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Cheers 
JC 

From: Joseph Sant [TSY]
Sent: Wednesday, 22 November 2017 6:10 p.m. 
To: JC Somers 
Cc: Emily Irwin [TSY] 
Subject: RE: Budget 18 draft [SENSITIVE] 

  
Hi JC, 
  
Thanks for the opportunity to talk you through my comments earlier today. As discussed, I am away from tomorrow (noon) until Tuesday morning. I will respond to any further drafts of your report specifically on Tuesday and Emily would be your core 
contact until that time. I’m sending some high level observations on your draft paper and I have included specific comments in the attached (marked-up) version of the draft. 
  
You could consider the way a new Minister would engage into this process. The primer sent last week is useful but the following three comments could allow for drawing him in to reading the briefing: 
  

•         What does under-funding mean for ACC (you could provide a short description of the trade-offs of free capital for use across government versus how hard ACC’s financial investments has to work to keep pace with the liability).  
•         What is the overall fiscal environment for govt? Helping the Minister to understand how the bid might be received is useful context. 
•         Why the under-funded position. We suggest setting this narrative up front and should include: the effect of the funding policy on approved cost pressures (storing up cost for future years that is not driven by economic factors), tight fiscal 

management to drive incentives for efficiencies/performance improvement, changes to services (eg. sensitive claims), and the effect of discount rates since the last approved baseline.  
  
I also wanted to raise some points about two consistent themes in the paper: 
  

•         Management responses relative to the compared to the $79m pressures are not described accurately. Management responses remain from last year, while cost pressures are new – meaning the cumulative cost pressures that management 
initiatives are responding to are actually greater. 

o   Also, it would be interesting to discuss the outlay (eg. what is the net benefit of IP – return less initial investment rather than just the return).  
o   Only the Health Sector Strategy is a significant and innovative approach to delivering a better client service whilst benefiting the fiscal position – I think it is worthwhile to describe this approach as the Minister is looking to understand 

how claimant experiences are changing for the better – this is not captured in the paper. 
•         Funding policy described as an ‘offset’ – it is not an offset to the overall funding envelope Ministers are signing up to as it is delayed pain. Ministers should acknowledge the cost increase of current pressures whilst understanding the funding 

policy as a way to spread the need – where there is bias in claims experience driving up the size of the liability then this pressure becomes substantial over time. 
o   The funding policy works well for spreading cost across a period if you think that there is equal likelihood of +ve and –ve movements. Where there is bias, the danger is the true impact of cost increases are not observed through funding 

requests until significantly later.  
o   The last four years have seen a bias to cost increases through experience and policy decisions. The growth in the proposed baseline is indicative of this stored up pain. 
o   The population forecast and inflation will be a continuous cost pressure on the NEA that impact should be acknowledged now. While ACC would be expected to fund volume movements, how is it managing price/inflation growth. How 

does ACC compare with other departments/entities for each of these drivers? – this may be something that Treasury could add in its independent advice post-bid. 
  
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.  
  
From: JC Somers 
Sent: Monday, 20 November 2017 6:40 p.m. 
To: Joseph Sant [TSY]  Emily Irwin [TSY] 
Subject: Budget 18 draft [SENSITIVE] 
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Hey there,  
  
Here is the draft budget paper as promised. It hasn’t been proof-read but I’ll do that later. We are aiming to send it over on the 28th so if I can have your comments back by Wednesday COB and before if possible that would be great.  
  
Cheers 
JC 
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