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The CHAIR — | welcome Mr John Lenders as Minister for WorkCover and the TAC; Mr Andrew
Fronsko, director, financial risk management and policy, Department of Treasury and Finance; Mr Stephen Grant,
chief executive officer, Transport Accident Commission; and Mr Greg Tweedly, chief executive officer, Victorian
WorkCover Authority. Minigter, | call on you now to make abrief presentation.

Mr LENDERS — The core responsihilities as Minister for WorkCover and the TAC are obvioudy a
ministeria oversight of both those bodies. The VWA includes WorkSafe Victoria, which you are very familiar
with; and the accident compensation and conciliation services, the medical panels and the Transport Accident
Commission. They are probably the four areas across the portfolio | would like to touch on. The VWA clearly
ddiversthe state-based reinsurance scheme, as you are aware, through its WorkSafe division, and as | said before it
regul ates workplace safety through WorkSafe. The TAC, which manages the compulsory third party transport
accident insurance scheme, is akey participant with VicRoads and Victoria Police on issues of road safety.

My responsibility centres on ensuring sound financial management of these two schemes with a strong focus on
accident prevention and the provision of fair and equitable benefits to injured workers and personsinjured in
transport accidents while keeping premiums at affordable levels. That isabig responsibility and obviousy looks at
issues of balance that need to be done through that. The overheads will provide a summary of where both bodies
significant achievements are in 2004-05 and where we want to go in 2005-06.

Wewill very quickly go through the sound financial management issues. It is probably something that once upon a
time aminister could not have done with both these bodies — to quickly go through sound financial

management — because it was something that we used to seek rather than have. The graph up thereisacritical
one. The PFIO, the performance of insurance operations, isthe first oneto look at. We are talking here of the
WorkCover authority and the significant thing isthat in its half-yearly reportsit has a positive return on
performance of insurance operations over that period. The purple oneis one which you cannot ignore— it isthe
total operations of the body — but given that so much of that is based on investment returns, that isonewhichin
the current year we would like to focus on alot, but you need the historical perspective. We need to focus on what
isin the control of government and the board, which are the green bars, and a so the yellow bars which represent
the actuarid release and which essentially means that we make a calculation on what the costs are going to be of
claims management into the future. With the actuary we make a determination that we have over-alocated for that.
Thelong and the short of it means either changing trends in the community or better claims management, or both.

So that graph is an important one because it takes out investment return volatility, which are to alarge degree out of
our control, but looking at what is under control — insurance operations and the actuarial releases that arise from
good management. That isavery sound graph.

The next dide looks at our premiums. Again, obvioudy for al of us out in the community, from small businessin
particular but also large business, premiums are too high. What we see there is under the management of the VWA
board our premiums have come down the last two yearsin arow, with two 10 per cent cuts. We compare with
other jurisdictions: welook a New South Waleswhich is significantly higher; welook at South Austrdiawhichis
higher; we look a Western Australiawhich is higher; and Queensand islower, but | would not recommend
anybody beinjured in aworkplace in Queendand. So essentially what we are seeing is that our premiums are
coming down. Added to that we have actually improved benefits and restored common law in arange of areas
there.

Moving forward to the next dide, as| said, we have improved benefits for injured workers. There has been an
increase in the reform package of last year and outlined there are the areas where the improvements have been
legidated for or acted on.

We move on then to safer and healthier workplaces — again the dide sumsit up. Everybody in thisroomis
familiar with the act introduced last year and what it sought to do, and that is now law and takes effect on 1 July.
We have an advisory committee in place with stakeholders so we get the guidelines to come through that correctly.
Transforming WorkSafe, which isthe other important part, isall well and truly in progress.

We have our transformation roadshows— and thisis an amazing story. In the first range of roadshows more than
5000 people have come to forumsto find out what the changes to the OHS act will mean. The second round of
forums are on at the moment. There was onein Mr Baxter' s home town yesterday, so that is presumably where he
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isnow. We have had these roadshows in metropolitan and regiona Victoria, and in the second wave we are getting
nearly 12 000 registrations of people wanting to find out how the new act affects them — the transformation.

So going to the focus for the forthcoming year, we need to support employers and workers with the transition to the
new act. We need to develop guidance materials for new stakehol ders so they have certainty. Whether people agree
or disagree with the law, it is our obligation to make sure the law is clear to them so they know what their
obligations are and they can keep their costs down by not having to guesswhat it is. Knowing what it isis one of
the key and important thingsin arollout. Also thereisawholelist of areas there about improving servicesto
workers and employers.

Moving on to the Transport Accident Commission, we again have sound financial management, which is adot
point there. It is something we are taking as a given now, but we have not got to there without alot of blood, swesat
and tears over aperiod of time. We are improving benefits and service delivery. Again, they roll off the tongue very
eadly, but there isavery deep story behind al of that, to in adignified way provide benefitsto people and service
ddivery. Therecord levels of client and staff satisfaction are very important, and theinitiatives of road safety and
lifetime support are critical there. It isavery, very complicated interlocking series of arrangements and it has been
done very well. Again, the graph isnot dissmilar to the VWA one — the same principles go through there. This
has annua reporting under the act. The VWA has haf-yearly reporting but through the years the performance of
insurance operations is solid and there have been actuarial releasesin every year.

The next dide is about improving benefits and service delivery under TAC: We separate the serious long-term
injured from the shorter-term injured. The independence and self-determination for the severely injured isacritical
thing, and that whole sense of empowerment about where a person can make choices in the form of care; they have
choices for what actually suits them and their needs, rather than someone else making all those choicesfor them.
Thisisasgnificant move of direction of the TAC under Stephen’ sleadership. It isgreat to see that some of the
clients of the TAC can now start to make those choicesthemselves. Thereis avery good story behind that. | know
that | have avery short timein this presentation, but it may be onethat if | have an opportunity in questioning | will
develop upon further.

We are improving income, impairment, home services and childcare benefits — there isarange of thingsin
there — and streamlining access. Thereisaso anew alternative dispute resol ution service, o if there are areas of
contention, which thereinevitably will be in ascheme like thiswith benefits and the like, if we can streamline that
as much as possible with ADR, so you are actuadly not sorting these things out on the steps of the courthouse, you
are actualy dealing with them in adignified and civilised fashion as early on in the piece as possible, that has got to
be agood thing for clients.

As| am receiving the wind-up from the Chair | will go into the focus for the coming year. It redly is acontinued
focus on road safety, client recovery times focus and lifetime support and how we can get this done in the best way
possible. That is my opening presentation and | would welcome any questions.

MsGREEN — The new Occupationa Health and Safety Act, which you referred to, Minister, and which
was aso outlined in budget paper 3, page 19, under strategic policy advice, the new occupational health and safety
lawsin Victoria, what are the latest efforts by the VWA to make workplaces safer?

Mr LENDERS — There are anumber of thingsin there and | could go for my full allocated hour in
answering this one question, but | am sure you will not let me Chair.

The CHAIR — You have 4 minutes.
Mr FORWOOD — We have hdf an hour for these two portfolios. It isridiculous!

Mr LENDERS — There are anumber of ways that we can make safer workplaces through WorkSafe.
Oneisthat we have the legidative tools a our disposal, which are: an ingpectorate service; the information service;
and even thingslike thelevel of insurance premiums which reflect an unsafe workplace — higher or lower. The
biggest challengefor usisto get information out to al the peoplein aworkplace — whether they be the employer
or the employees or the representative employees — and whether they together have the common sense to look
around the workplace and say, ' What can we do to make this workplace safer? . That isthe ultimate tool and the
best way that we can do to make aworkplace safe.

31 May 2005 Public Accounts and Estimates Committee 3



Clearly, when you have rogues at the end of the spectrum who do crazy things, you deal with them under the law,
but the vast mgjority want a culture in aworkplace where people make informed decisions, look out to what they
can do, and what isthe best and safest practice. That could even be when you are walking through afactory and
thereis an assembly line and an unguarded machine, and you have a discussion with somebody in the workplace
and say, ‘What can we do to improve this? Y ou have equipment that is not good; people arelifting and using bad
methods of lifting.” If you have a process and a policy inside the organisation, then you can ded with that.

To change workplace culture is the single most powerful tool we have, and so much of the work of WorkSafe and
VWA isdl amed around that workplace culture and to make a safer workplace. | think that isthe main thing. The
act, whether it bein aconsistent inspectorate, whether it be in penalties or whether it bein arequirement to share
information — all those sort of things— it isdl geared to that goa of a collaborative workplace.

Mr FORWOOD — | just want to put on the record my strong objection to the fact that we only have half
an hour for WorkCover and the TAC. Minister, | refer you to page 40 of your annua report. The fourth line of the
statement of cash flow shows recoveries for the year 2004 were $64 million, and the year before they were
$35 million. Thisaso relates to note (g) on page 42 which is third-party recoveries primarily under section 138.
Theissueis: why have third-party recoveries gone up by $30 million? | could put it to you that thereis some
serious gouging going on. Y ou may or may not be aware of the case in Gippdand of Mrs Krupjak who has disabled
children, Dylan and Joshua, who both attend the Traralgon Special Development School. Sherefersin her |etter to
‘difficulties dealing with medicd problems, constant funding issues for equipment such as wheel chairs, standing
frames, lifting equipment, cotton supplies and funding for home servicesincluding home care' . They had ahome
care worker vidt their house as part of their normal routine. Apparently the person in question was hitten by a dog.
We now have a situation 14 months later where they get alegal |etter from Wisewoulds on behaf of your
department and the VWA demanding that they pay back $15 000 — nothing prior to that, nothing at al. Why has
the amount of recoveries gone from $35 million to $65 million? What is the process by which you decide when a
third-party recovery is appropriate? Surely there is some mechanism for informing people in these circumstances
rather than sending them aletter out of the blue 14 months after the incident.

Mr LENDERS — | will take acouple of parts of that and then ask the chief executive officer to address
thefinal part about the process for making third-party recoveries or take it on notice. | have been briefed on the
particular case Mr Forwood raises, and | take his point that we have to deal with these matters very sensitively. |
think the outcome isthat it has been settled to the satisfaction of the family involved — that isthe advice | had last
week. Brendan Jenkins, the member for Morwell, intervened and | think there was a satisfactory outcome for the
family involved.

However, going to the principle of third-party recoveries and the like, thisis one that hasto be handled sensitively
by the VWA. | absolutely take that on board, it has to be an important performance criterion. However, having said
that, the VWA cannot afford not to seek third-party recovery whereit is appropriate to do so to protect the scheme,
particularly in cases where people have insurance or third-party recovery is an gppropriate mechanism. In the
example Mr Forwood used there was public ligbility insurance which the family had access to and which has been
drawn onin amanner satisfactory to all involved other than presumably the public liability insurance provider.

Mr FORWOOD — They were not aware of that.

Mr LENDERS — We will get back to you with the exact details of the case Mr Forwood used. However,
itisillustrative of the fact that our obligation isto handle things sensitively — | take that completely on board.
Having said that, we cannot shirk from trying to have third-party recovery if we are going to have aviable scheme
which is generous enough to provide benefits to the people who are injured, which aviable scheme needs to do,
and which does not put an onerous burden on employers because we are not getting that. The balance isthe issue
there. | will certainly take on notice that particular case and whether we got the balance right, but the balanceisthe
issue there, not the third-party recovery, because otherwise we would not have a viable scheme that can either
provide generous benefits or reasonable premiums. | might ask the chief executive officer whether he wishesto
comment on the third part, or we will takeit on notice.

Mr TWEEDLY — | will cover it to apoint and then if we need more detail we can get it. The normal
process when aworker is put into a place that is subsequently deemed not to be safe isthat the obligation to have
that workplace safe falls on the occupant and/or the other employer. In terms of the carer, when they go onto a
particular site the obligation is that they go into a safe workplace. Thereis an obligation on their own employer and
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wherethey are going. Asyou get to larger employers and larger obligations, our processis that where weidentify a
claim that has features which identify someone else as being partialy responsible but not in their own workplace,
that isthetrigger to say, ‘Let us consider recovery’. That processis done by outsourced legal providers. In the case
in quegtion, to do it in the manner we did it, we admit outright that it was not as sengitive asit ought to have been.

MsROMANES — On page 302 in budget paper 3 there isatable of output initiatives. A new initiative
there is the increased monitoring role of the Ombudsman, with $500 000 allocated for that new and commendable
initiative for thisyear. How will thisinitiative to involve the Ombudsman in monitoring the VWA and TAC
schemes improve services for clients?

Mr LENDERS — There are two separate issues — there istheissue of claims and the legal procedure for
dealing with them and then there are the administrative issues and how a client who comesto an organisation as
large asthe TAC or the VWA fedls. Often they are incredibly disempowered when up againgt such large
organisations. These organisations deal very well in the vast mgjority of cases with their clients, but there will bea
time when either the client does not understand or the organisation is not good at communicating with the client
and then you run into that genuine problem. People feel unbelievably frustrated because they have avaid case but
nobody will listen to them, and they get the run-around.

Both organisations have been very supportive of the Ombudsman process being set up, firstly because if nothing
elseit feeds back to the organisations through an Ombudsman’ sreport or through an Ombudsman’ s office how
things could have been done better. | think it is critical for that to happen. Secondly, it in effect provides that
one-stop shop for someone who has those administrative complaints. At the moment they may go tothe TAC or
the VWA, they may go to your eectorate office or to my minigterid office, they may go to their union or to anyone
inasensetotry to get aform of redress. If we actualy have a consolidated administrative dispute handling process,
it will make that better for everybody concerned — for the client and the organisation.

In asense the Ombudsman is another person who at the moment has some jurisdiction in thisarea. In fact he
arguably hasjurisdiction over amost dl of it other than some of the VWA agents, particularly agents going back to
the WorkCover days. It makes a streamlined, resourced, one-stop shop which will not only deal with the clients but
also send avery strong message to both organisations as to how these internal processes can be handled, so we are
not dealing correctly with only thelegal side of the claim when things are not working well but also the
administrative side.

Mr FORWOOD — In September 2004 the Minister for Small Business announced a government policy
that Victorian government departments and agenciesthat failed to pay suppliers within 30 dayswould start to pay
interest. | would be interested to know the track record of these two agenciesin paying their bills on time and how
you monitor that. However, more particularly | am concerned to take it to the next step. | received some
correspondence from a guy whose business is modifying houses for disabled people. He has resolved that he will
not do any more work for the VWA.. He faxed me alist of invoices that shows 180 daysto pay, 350, 80, 85, 45, 50,
45, 45, 90, 150, 120 plus. Thetotal isonly $13 000 or $14 000 — he does a couple of grand here, a couple of grand
there, but he waits avery long timeto be paid for doing thiswork on behalf of the VWA through itsinsurance
companies such as CGU, Alliance and others. | put the question to you: firstly, are you paying your own billson
time according to the government’ s desire? Secondly, what are you doing to ensure that your agents, who run the
scheme on your behalf, are looking after the small business people who do the work?

Mr LENDERS — I think thefirst thing to say in general termsisthat al of government supports what the
then Minister for Small Business put forward — that is, that our objective needsto beto pay our bills on time and
properly, particularly to smal organisations. If you asked me this question in the next session, Mr Forwood, on
procurement, | would answer at greater length, but | will not take that time in the WorkCover/TAC area. Thefirst
objectiveisto do that. Some of the areas with electronic commerce for procurement and others enable that to
happen more quickly. On the specific one, clearly | am not aware of the details there. While the overarching
objectiveisto pay on time, we aso need to be sure we are paying for the right thing. However, | might again invite
the chief executive officer of WorkCover to respond to that or to takeit on notice.

Mr TWEEDLY — We monitor our agents payment performance to al providers every month and
measure it against a 30-day time line. We have a benchmark that 95 per cent or more have to be paid within the
30 days as aminimum standard. If agents do not do that over a protracted period, there are financia penatieson
them for not meeting that target. We do monitor it. In terms of the last few months, my recollection iswe have
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provided payments well over 95 per cent. If you want any more specific details, | am happy to take that on board.
For the particular provider in question, | would be very happy to look at that one offline aswell.

Mr SOMYUREK — Miniger, | refer you to budget paper 3, page 219 and the strategic policy advice. No
doubt these resources oversee VWA’ s activities aimed at making work places safer. Can you advise the committee
what efforts are being made to the VWA to reduce the injuries we see on farms?

Mr LENDERS — Farm-related injuries are quite horrendous. | can remember asa child at primary school
when the father of one of my mateswaskilled in atractor accident. It was not uncommon in afarming community
to hear about those injuries and accidents because farming is avery unsafe profession. Using my West Gippsland
experience, the hills there are very steep and the tractors drive up and down the sides of the hillswhere there are
creeks, waterholes, mine shafts, you nameit — al of those things. It is not surprising that those sort of accidents

happen.

In asense | guess one of the toughest things for the VWA and for WorkSafe isto get the message out into farming
communitiesthat it is an unsafe profession, particularly when, aswe al know, farmers are very resilient,
independent-minded people who assess these risks themsel ves and do not want anyone else telling them that what
they aredoing isunsafe. That is certainly the culturethat | grew up in on adairy farm and it is fill strongly out
there. So how WorkSafe gets that matter out is critical. We cannot | et this huge area go unchecked on the basis that
people are saying, ‘ Do not crowd us, we will make the correct decisions ourselves' . So alot of thisis about
information and visiting farms regularly to promote what needs to be done and done in amanner that complieswith
our legidation. We give farmers education and training. WorkSafe al so goes out to primary schoolsto try and talk
through how to do some of the things. There have even been programs to provide free occupationa health and
safety consultation on machine guards and a range of thingsto show that those things make it safer and are some of
the things that farmers can do.

Thereisalot of advertising in regiona Victoria showing the effect that fatalities have on communities and
individuals and what you can do to protect yourself and take safer measures. Again, going back to my childhood
the biggest issue at that time was safety bars and seatbelts on tractors. Anybody trying to say that dairy farmersin
Gippdand should have rollbars, and seatbelts were seen as strange aliens. Farmers said, ‘How dare you even
suggest that'. Now it is accepted that that iswhat you do to be safe on afarm.

We have taken steps on silos and other issues; they are dl safety issues. Again, | remember in my childhood being
engaged to sweep out awhest silo. The horror of climbing in and sweeping it out when you knew what could
happen to people who get caught in silos! They were just things that happened in country communities. So our
challenge is both by carrot and stick, in going out and informing so people can make their own informed decisions
and can see that the things they thought were not dangerous, actually are dangerous, and the easy solutionsto fix
the problem.

The CHAIR — In theinterests of time could you take this on notice? Could you give the committee
information on the key performance indicatorsin relation to information. Itisal very well to provide information,
do in-services at schools and advertising, but what are the key performance indicators to asses whether it isvaue
for money?

Mr LENDERS — We will take that on notice. Mr Forwood knows that WorkSafe was present at alot of
field days— 12 last year. He asked a question in the upper house about it. Heis very supportive of it, Chair.

The CHAIR — Good. | support it, too. | just want to know how we assess how effectiveitis.

Mr FORWOOD — Minister, | wonder if you could provide the committee with details of the total
amount of tax equivalent payments (TEP) that were made by the TAC in 2004-05 and budgeted to pay in 2005-06,
thetotal amount of dividends for the same period, and in relation to the VWA the tota amount of TEP for those
two years.

Mr LENDERS — | can certainly provide that either here or on notice. Mr Forwood would be well aware
of the commonwealth government’ sincome tax equivaent regime when there are sate-owned enterprises, and
what they are required to do. Also, be very aware that the Sate of Victoria makes very good use of the resources,
like the work we do on roads and the work we do generally to make roads a safer place. Obvioudy there areissues

31 May 2005 Public Accounts and Estimates Committee 6



like fatigue and behavioura issues, whether it be drink-driving or drugs and driving. One of the other areasisto
make roads safer. These resources can be used for arange of things.

Intheinterests of time | will certainly take on notice the amounts that he asked for. | also advise the committee that
these are important things. | also advise the committee that if former Premier Kennett had had hisway and
privatised the TAC — —

Mr FORWOOD — He made the choice not to.

Mr MERLINO — Minigter, | refer you to budget paper 3, table A on page 291 and the output initiative
‘Safer roads infrastructure program’ . Can you inform the committee what benefits are anticipated from this
program?

Mr LENDERS — The fundamental benefit is that we make our roads safer and by doing so we reduce
accidents. The critical benefit iswhat it does socidly in the Victorian community. There are families who are not
losing aloved one on the road, and other families who do not have aloved one who is either severely incapacitated
or disadvantaged in the short or the long term. Clearly there are huge economic benefits to the state in addition to
those socid ones. The government hasin place the Arrive Alive program. As| said earlier, alot of thesethingsare
collaborative. A lot of the programs are not done inisolation by TAC aone. They are programs wherethe TAC, the
police and VicRoads work in avery strong partnership.

We have provided alot of money dready — $110 million through TAC to improve safety a high-risk
intersections, particularly ones with a history of serious casualty crashes. That is one measure. We based alot of
this on the Monash University Accident Research Centre which highlights the positive impact of us putting money
into some of these areas. It might be things like the installation of infrastructure. 1t might be roundabouts; it might
betraffic lights; it might be dedicated right-turn lanes; it might be skid-resistant road surfaces— alot of things that
are absol ute commonsense investments that essentially make that particular road, or that particular place less
dangerous. So that isthe program. We draw on the resources of the Transport Accident Commission to do that. Itis
acore activity, becausein the end if the roads are safer, in addition to the issues of fatigue and some of the other
issues that we talked abot, it is one of the key ingredients to reducing trauma and death. The budget is an ongoing
and practical way for usto seein our own communities that roads are being made safer.

The CHAIR — When you work on that program, do you a so factor in pedestrians and cyclists?

Mr LENDERS — Yes. And that isdonein collaboration with VicRoads which hasthe grid of where
there are problems, and then TAC makes the assessment.

Mr FORWOOD — Both the TAC and the VWA have asubstantial promotiona and marketing budget.
In the past we have crossed swords with the organisations over how much information they are prepared to make
public. | must say that | was very pleased to see the Richmond Football Club lose its sponsorship. | wonder if you
could outline for the committee the various sponsorships— and you might like to take this on notice aswell — that
each of these mgjor clubs have? For example, | am not sure that anybody actualy knows how much money the
Collingwood Football Club gets each year from the TAC. My understanding isthat the contract was just recently
renewed. It would be useful for the committee to have that information. How do you eval uate the effectiveness of
the funds? For example, the VWA sponsors the Western Bulldogs Football Club. What are the key performance
indicators for that? How do we know that the substantial amount of funds, which | understand are public funds —
$250 000-odd ayear, | think it is— is actualy delivering sensible outcomes?

Mr LENDERS — | will take anumber of things, and then | will refer to the respective CEOs. Firdtly, the
issuefor us— and it will beinteresting perhaps for PAEC itsdlf initsreport to deal with thisissue — when the fact
isthat both organisations sponsor things like afootball club or country netball or whatever and that is on the public
record, isthat traditionally discussions as to what the amount is and what the terms are have been commercial in
confidence. That isadifficult onefor us. | would appreciate an ongoing dial ogue and any recommendations PAEC
givesthe government. We will certainly consider, though, how we come through that quandary of the commercia
issues that the clubs we are sponsoring have versus the public’s need to know. We are happy to have that ongoing
diaogue. | do not have an answer to that now.

Asto how we choosg, it goes back to the KPIs, and | would invite the respective CEOs to answer on that, but
certainly the driver for usisthat if we are aiming to get a message out — such asfarm safety, which we talked
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about earlier, for example — clearly we seek to find the best medium to get there. | launched in Shepparton
recently some funding from the VWA for country netball. That was clearly targeted to credible community support
organisations and it was saying safety on farmsis an important thing. Country netball was away of getting the
message through in arural community to do that. Country football similarly. I would speculate that the Bulldogs
aim to ademographic of young men, who are the ones who are most serioudly injured both on roadsand in
workplaces.

I will pass on to both CEOs and ask whether they wish to respond or take it on notice in respect of those KPI issues.

Mr GRANT — To reiterate what the minister said, you are aware of the TAC' s objectives: they are
clearly to reduce road trauma. We desigh our campaigns to make certain the messages are delivered to the most
at-risk groupsin the mogt effective way, and from time to time we review our arrangements. In my opinion the
single mogt effective sponsorship we have in the sports arenawe have at the moment in terms of impact for the
dollar spent is probably the under-18 cup. | do not know if you are all aware of that, the TAC Cup. That isavery
effective sponsorship, because it isreaching families, it is reaching young men at 15 and 16 and 17, when you can
gtill change attitudes. It involves families, it involves coaches and it is across Victoria— it hits country Victoria
too. That is an example of avery effective sponsorship.

Sponsorship only forms about 10 per cent of our total road safety communication budget, so it isnot amgjor part,
but it is an important part, and we continually review the most effective way to reach our target audiences.

Mr FORWOOD — Y ou are spending $500 000 ayear on the Richmond Football Club. Can you say how
many lives were saved because you spent $500 000 on the Richmond Football Club?

Mr GRANT — It isvery difficult to attribute alife or an injury saved to a particular dollar spentina
particular area. | would liketo say it wasthat scientific, but | cannot. What | can say is, if | go back and pick a
year — the year | happened to join the TAC, 2000 — in that year we had 22 000 claims, and to bea TAC claimant
you have to be reasonably serioudy injured. Thisyear we will have about 17 500. That is4500 lessinjuriesin
terms of TAC claims each year, and that isahell of an achievement. And the whole program achievesthat. Itis
very difficult to say exactly which part, but we test each part, and collectively it isworking.

Mr TWEEDLY — | have smilar commentsto that on the Western Bulldogs, in that the Western
Bulldogs are situated on a site in an area where there are alarge number of manufacturing industries where thereis
alargeinjury base and there are alarge number of people who support the Bulldogsin thet area. It isaway of
getting into those organisations to sell the message and to have the brand recognised. When the WorkSafe brand is
identified, when our ingpectors go onto those sites they have a connection, people know what they arein therefor.
It actualy opens many doors and assists usin our safety message. Soit isvery similar, and in terms of the
economics of our sponsorship it isvery smal dollarsin the scheme of our overall expenditure. They are very
similar sorts of issues to the ones Stephen mentioned.

The CHAIR — My question goes to bicycle safety and it isin relation to the TAC. There has been alot of
advertising about road safety. There has not been, to my knowledge, alot of advertising informing drivers of the
importance of being aware of cyclists. Could the minigter or Mr Grant outline some of the work that has either
occurred or isunder way to address that?

Mr LENDERS — | am certainly happy to take that — —
The CHAIR — You might like to take it on notice.

Mr LENDERS — | will take some on notice. Thereisavery collaborative relationship between
VicRoads, Victoria Policeand TAC, and alot of thisisin that area, but | guess the Wipe Off 5 campaignisa
classic one about dealing with speed and how alot of that actually deals with cyclists and pedestrians and speed.
Wipe Off 5, if you have seen the ads, they are very graphic as most TAC ads are, and again it isall about what
happensto acyclig. If we go to the absolute core of the safety of acyclist on the road as opposed to what the
cyclist isdoing, if you are driving at 60 kilometres an hour and you brake, it takes 45 metresto stop. If you drive at
65 kilometres an hour, after 45 metresyou are ill travelling a 32 kilometres an hour. Things like that and how
they affect the cyclist are ahuge part of this. We will take that on notice, given thetime.
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Mr FORWOOD — Minister, we have anew premium system. We have done away with the F factors
and we have cometo anew dtatistical calculation model. Thereis, | think itisfair to say, some disquiet about the
datistical model amongst many employerswho look at their history and say, ‘How can this possibly be? . Thefirst
part of my question is. how confident are you that the system isrobugt, that it does not creste anomalies that are
serioudly injurious to people who look at their track record and say, ‘ How can this possibly be? . The second part of
my question is. how isthe VWA planning to implement the latest round of cuts through the system?

Mr LENDERS — | will perhaps start off and seeif Greg wishes to supplement that. Firgtly, | am
confident in the VWA and in our premium system. With premiums there will dways, particularly when you are
dealing with small businesses, be difficulties around the edges. That isno surprise a all; it dways has been the
case. | guess our measureis: are we improving and reducing those levels of difficulty? Are we providing greater
certainty and accountability in the premium reflecting a person’ s actions? And | think where VWA is a the
moment, we are probably in one of the best positions we have been on that. It isflexible, it isresponsive and we are
addressing alot of thoseissues. Isit asflexible and responsive as everybody wants? The answer isno. But isit
heading in the right direction in afinancialy sound manner?| think the answer isyes. We have seen PFIO going
down. We have seen the premiums two years in arow going down, and arange of changesin there. | think,
firstly — —

Mr FORWOOD — They are going up.

Mr LENDERS — Sorry?

Mr FORWOOD — The PFIO are going up.
Mr LENDERS— Yes. Touché.

Isit heading in the right direction? Y es. That balance between premium charged and services delivered, we think
that is certainly in the right direction. Can you improveit further and isthe model the best way of doing it? Again, |
am very confident that is the case, but | am happy to either have Greg respond or take the question on notice.

Mr TWEEDLY — | can comment on the statistical case estimates. That method was introduced last year
and will continue, and the F factors are gone. Individua employers would see an estimate, go and speak to their
agent and in the past negotiate it down to afigure they thought was reasonable, and then the F factorswere put in,
and the average was to multiply them all back up by 4, soit wasabit of anillusion, the correctness of the old
estimates. The new estimate processis cdibrated to the actuaria vauation every year, to ensurethat it adds up to
the sametotal asthe pricing that is put in place. It makes sure that estimate is objective across all employers. The
way inwhich the pricing worksisthat it isthe relative position of that number, not the absolute value of that
number, which calculates the premium, therefore the fairness across al employersisin place.

Mr FORWOOD — Only if someone has had an accident.
Mr TWEEDLY — Correct.

Mr FORWOOD — The problem is that there are people who are saying, ‘ Hang on, this claim never came
to fruition, but it has been calculated in the SCE'.

Mr TWEEDLY — The SCE process— let me just understand the question.
Mr FORWOOD — It only worksinto the future, based on the accidents that have occurred in the past.
Mr TWEEDLY — Correct.

Mr FORWOOD — Yes, well, somebody is saying, ‘ Hang on, this claim might have been made but
nothing was ever paid, and therefore this claim could never come back’ or * The person who had the accident is
dead, and this claim can never come back’, so why isthe SCE into the future?

Mr TWEEDLY — Inthe casein question, | do not understand the set of circumstancesyou are referring
to, but in terms of the estimates, they are estimated based on the full experience across al clamsin the scheme, and
they are reasonable averages of claims with those characteristics and they are being calibrated each year by the
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actuarial valuation so that they are as accurate as they can be made, and there is no gaming between employersin
the negotiation sense.

Mr FORWOOD — | understand the principle behind it. My question is how robust isit. The other
guestion | am keen to ask is: what are you going to do about the 10 per cent? How are you going to factor in this
year's cuts?

Mr TWEEDLY — In terms of the 10 per cent cut thisyear, the total yield of the whole scheme will be
1.8 per cent. Each industry will be looked at, as has been the practice in the past, based on the last five years of
experience, which isthe same asit has been for anumber of years— —

Mr FORWOOD — You aregoing to reset all the industry rates?
The CHAIR — Hang on, let him finish.

Mr TWEEDLY — All theindustry rateswill be reset to ddliver ayield of 1.8. Those people who have
claimswill be above or below the industry rate, depending on their performance, and it will deliver a 1.8 outcome.

Mr LENDERS — So somewill go up, but it will certainly be alot better funded than New South Wales
and South Austrdia. It is much better than there anyway.

The CHAIR — Thank you very much to the minister, to the witnesses who had the opportunity to speak,
and to those who have been here to enjoy the experience. | thank the departmental people who have put together
copious briefing notes. They are of benefit not only to those here as witnesses, they help our PAEC secretariat with
follow-up questions. Again, many thanks.

Witnesses withdrew.
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