Auditor General

INDEPENDENT AUDITOR’S REPORT
To the Parliament of Western Australia
WORKCOVER WESTERN AUSTRALIA AUTHORITY

Report on the Financial Statements
| have audited the accounts and financial statements of the WorkCover Western Australia
Authority.

The financial statements comprise the Statement of Financial Position as at 30 June 2011, the
Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows for the year then ended, and Notes comprising a summary of significant accounting
policies and other explanatory information.

Authority’s Responsibility for the Financial Statements

The Authority is responsible for keeping proper accounts, and the preparation and fair
presentation of the financial statements in accordance with Australian Accounting Standards
and the Treasurer's Instructions, and for such internal control as the Authority determines is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
financial statements based on my audit. The audit was conducted in accordance with
Australian Auditing Standards. Those Standards require compliance with relevant ethical
requirements relating to audit engagements and that the audit be planned and performed to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Authority’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the appropriateness of the accounting
policies used and the reasonableness of accounting estimates made by the Authority, as well
as evaluating the overall presentation of the financial statements.

| believe that the audit evidence obtained is sufficient and appropriate to provide a basis for my
audit opinion.

Opinion

In my opinion, the financial statements are based on proper accounts and present fairly, in all
material respects, the financial position of the WorkCover Western Australia Authority at
30 June 2011 and its financial performance and cash flows for the year then ended. They are
in accordance with Australian Accounting Standards and the Treasurer's Instructions.
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Disclosures and Legal Compliance
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WorkCover Western Australia Authority

Report on Controls

| have audited the controls exercised by the WorkCover Western Australia Authority. The
Authority is responsible for ensuring that adequate control is maintained over the receipt,
expenditure and investment of money, the acquisition and disposal of public and other
property, and the incurring of liabilities in accordance with the Financial Management Act 2006
and the Treasurer’s Instructions, and other relevant written law.

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
controls exercised by the Authority based on my audit conducted in accordance with Australian
Auditing Standards.

Opinion

In my opinion, the controls exercised by the WorkCover Western Australia Authority are
sufficiently adequate to provide reasonable assurance that the receipt, expenditure and
investment of money, the acquisition and disposal of property, and the incurring of liabilities
have been in accordance with legislative provisions.

Report on the Key Performance Indicators

| have audited the key performance indicators of the WorkCover Western Australia Authority.
The Authority is responsible for the preparation and fair presentation of the key performance
indicators in accordance with the Financial Management Act 2006 and the Treasurer's
Instructions.

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
key performance indicators based on my audit conducted in accordance with Australian
Auditing Standards.

Opinion

In my opinion, the key performance indicators of the WorkCover Western Australia Authority
are relevant and appropriate to assist users to assess the Authority’s performance and fairly
represent indicated performance for the year ended 30 June 2011.

Independence
In conducting this audit, | have complied with the independence requirements of the Auditor
General Act 2006 and the Australian Auditing Standards, and other relevant ethical
requirements.

ety

COLIN MURPHY
AUDITOR GENERAL
7 September 2011
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Disclosures and Legal Compliance

Certification of Financial Statements

The accompanying financial statements of WorkCover Western Australia Authority have been
prepared in compliance with the provisions of the Financial Management Act 2006 from proper
accounts and records to present fairly the financial transactions for the financial year ended 30
June 2011 and the financial position as at 30 June 2011.

At the date of signing we are not aware of any circumstances which would render any particulars
included in the financial statements misleading or inaccurate.

-

Greg Joyce
Chairman
WorkCover Western Australia Authority

2 September 2011

Michelle Reynolds
Chief Executive Officer
WorkCover Western Australia Authority

2 September 2011

s

John Hull
Chief Finance Officer
WorkCover Western Australia Authority

2 September 2011
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Statement of Comprehensive Income for the year ended 30 June 2011

INCOME

Revenue

Insurer contributions

Interest revenue

Other revenue

Employers’ Indemnity Supplementation Fund
Total Revenue

Gains
Decrease in net outstanding claims liability
Total Gains

Total Income

EXPENSES

Expenses

Employee benefits expense

Supplies and services

Depreciation expense
Accommodation expenses

Loss on disposal of non-current assets
Other expenses

Total Expenses

Profit/(Loss) before grants and subsidies from State

Government

Grants and subsidies from State Government

Profit/(Loss) for the period

OTHER COMPREHENSIVE INCOME
Changes in asset revaluation surplus

Total other comprehensive income for the period
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD

Note

© o0 N

10

12
13
14
15
11
16

17

27

2011 2010

$000 $000
18,809 18,112
3,426 2,495
166 282
7,518 5,867
29,919 26,756
3,146 1,897
3,146 1,897
33,065 28,653
14,407 14,151
2,907 2,501
516 565
436 399
3 14
1,169 1,071
19,438 18,701
13,627 9,952
138 79
13,765 10,031
- 2,035
- 2,035
13,765 12,066

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Statement of Financial Position as at 30 June 2011

ASSETS

Current Assets

Cash and cash equivalents
Restricted cash and cash equivalents
Receivables

Other financial assets

Other current assets

Total Current Assets

Non-Current Assets
Property, plant, equipment and vehicles

Total Non-Current Assets
Total Assets

LIABILITIES

Current Liabilities
Payables

Provisions

Total Current Liabilities

Non-Current Liabilities
Provisions
Total Non-Current Liabilities

Total Liabilities
NET ASSETS
EQUITY
Reserves

Retained earnings/(accumulated losses)
Total Equity

Note

18
19
20
21
22

23

25
26

26

27

2011 2010

$000 $000
7,450 2,621
57,265 47,614
1,172 1,003
5,398 10,796
- 23
71,285 62,057
24,175 23,547
24,175 23,547
95,460 85,604
719 1,011
6,235 6,915
6,954 7,926
26,791 29,728
26,791 29,728
33,745 37,654
61,715 47,950
19,732 19,732
41,983 28,218
61,715 47,950

The Statement of Financial Position should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity for the year ended 30 June 2011

Balance at 1 July 2009
Change in Prior Period @

Restated balance at 1 July 2009

Total comprehensive income for the year
Balance at 30 June 2010

Balance at 1 July 2010

Total comprehensive income for the year
Balance at 30 June 2011

@ Refer to Note 42

Note

27

Reserves Retained
earnings
$000 $000

17,697 18,573 36,270
- (386) (386)
17,697 18,187 35,884
2,035 10,031 12,066
19,732 28,218 47,950
19,732 28,218 47,950
- 13,765 13,765
19,732 41,983 61,715

The Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Statement of Cash Flows for the year ended 30 June 2011

Note 2011 2010
$000 $000

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts
Supplementation Fund receipts 7,518 5,872
Insurer contributions 18,809 18,112
Provision of services 33 28
Interest received 3,296 2,187
GST receipts on sales 86 30
GST receipts from taxation authority 378 443
Other receipts 173 326
Payments
Workers’ Compensation claim payments (451) (3,914)
Employee benefits (14,314) (13,978)
Supplies and services (3,029) (2,500)
Accommodation (436) (400)
GST payments on purchases (526) (38%5)
Other payments (1,308) (1,675)
Net cash provided by/(used in) operating activities 28 10,229 4,146
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts
Proceeds from sale of non-current physical assets 1 102 93
Proceeds from sale of investments 5,399 -
Payments
Purchase of non-current physical assets (1,250) (588)
Purchase of investments - (1,677)
Net cash provided by/(used in) investing activities 4,251 (2,172)
Net increase/(decrease) in cash and cash equivalents 14,480 1,974
Cash and cash equivalents at the beginning of the period 50,235 48,261
Cash and cash equivalent assets at the end of period 28 64,715 50,235

The Statement of Cash Flows should be read in conjunction with the accompanying notes.

54 WorkCover WA Annual Report 2010/11



Notes to the Financial Statements for the year ended 30 June 2011

1. Australian Accounting Standards
General

The Authority’s financial statements for the year ended 30 June 2011 have been prepared in
accordance with Australian Accounting Standards. The term ‘Australian Accounting Standards’
includes Standards and Interpretations issued by the Australian Accounting Standards Board
(AASB).

The Authority has adopted any applicable, new and revised Australian Accounting Standards from
their operative dates.

Early adoption of standards

The Authority cannot early adopt an Australian Accounting Standard unless specifically permitted
by Tl 1101 Application of Australian Accounting Standards and Other Pronouncements. No
Australian Accounting Standards that have been issued or amended but not operative have been
early adopted by the Authority for the annual reporting period ended 30 June 2011.

2. Summary of significant accounting policies
(a) General statement

The financial statements constitute general purpose financial statements that have been
prepared in accordance with the Australian Accounting Standards, the Framework, Statements
of Accounting Concepts and other authoritative pronouncements of the Australian Accounting
Standards Board as applied by the Treasurer’s Instructions. Several of these are modified by the
Treasurer’s Instructions to vary application, disclosure, format and wording.

The Financial Management Act 2006 and the Treasurer’s Instructions are legislative provisions
governing the preparation of financial statements and take precedence over Australian Accounting
Standards, the Framework, Statements of Accounting Concepts and other authoritative
pronouncements of the Australian Accounting Standards Board.

Where modification is required and has a material or significant financial effect upon the reported
results, details of that modification and the resulting financial effect are disclosed in the notes to
the financial statements.

(b) Basis of preparation

The financial statements have been prepared on the accrual basis of accounting using the
historical cost convention, except for land and buildings which have been measured at fair value.

The accounting policies adopted in the preparation of the financial statements have been
consistently applied throughout all periods presented unless otherwise stated.

The financial statements are presented in Australian dollars and all values are rounded to the
nearest thousand dollars ($'000).

The judgements that have been made in the process of applying the Authority’s accounting
policies that have the most significant effect on the amounts recognised in the financial statements
are disclosed at note 4 ‘Judgements made by management in applying accounting policies’.

The key assumptions made concerning the future, and other key sources of estimation uncertainty
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at the end of the reporting period that have a significant risk of causing a material adjustment to
the carrying amounts of assets and liabilities within the next financial year are disclosed at note 5
‘Key sources of estimation uncertainty’.

(c) Reporting entity
The reporting entity comprises WorkCover Western Australia Authority.

The financial statements represent transactions of the Workers’ Compensation and Injury
Management General Account established under Section 106 of the Workers’ Compensation and
Injury Management Act 1981, and the Supplementation Fund established under Section 5 of the
Employers’ Indemnity Supplementation Fund Act 1980.

Trust Accounts under Section 110 of the Workers’ Compensation and Injury Management Act 1981
are administered independently of the General and Supplementation Fund. See note 37 ‘Workers’
Compensation and Injury Management Trust Account’ for transactions relating to the Trust Account.

(d) Income

Revenue recognition

Revenue is recognised and measured at the fair value of consideration received or receivable.
Revenue is recognised for the major business activities as follows:

Insurer contributions and supplementation fund levies
Revenue is recognised when the amount becomes due and payable.
Provision of services

Revenue is recognised on delivery of the service to the client or by reference to the stage of
completion of the transaction.

Grants, donations, gifts and other non-reciprocal contributions

Revenue is recognised at fair value when the Authority obtains control over the assets comprising
the contributions, usually when cash is received.

Other non-reciprocal contributions that are not contributions by owners are recognised at their fair
value. Contributions of services are only recognised when a fair value can be reliably determined
and the services would be purchased if not donated.

Recoveries from uninsured employers

Revenue is recognised on receipt of the recovered monies.
Interest

Revenue is recognised as the interest accrues.

Gains

Realised and unrealised gains are usually recognised on a net basis. These include gains arising
on the disposal of non-current assets and some revaluations of non-current assets.

The effect of an Actuarial assessed decrease in the outstanding claims liability is included in
the Statement of Comprehensive Income as a Gain. Refer Provisions — Employers’ Indemnity
Supplementation Fund and General Fund.
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(e) Property, plant and equipment and vehicles

Capitalisation/expensing of assets

Items of property, plant and equipment and vehicles costing $5,000 or more are recognised as
assets and the cost of utilising assets is expensed (depreciated) over their useful lives. ltems of
property, plant and equipment and vehicles costing less than $5,000 are immediately expensed
to the Statement of Comprehensive Income (other than where they form part of a group of similar
items which are significant in total).

Initial recognition and measurement
All items of property, plant and equipment and vehicles are initially recognised at cost.

For items of property, plant and equipment and vehicles acquired at no cost or for nominal cost,
cost is their fair value at the date of acquisition.

Subsequent measurement

Subsequent to initial recognition as an asset, the Authority uses the revaluation model for the
measurement of land, buildings and infrastructure and the cost model for all other property, plant
and equipment. Land, buildings and infrastructure are carried at fair value less accumulated
depreciation on buildings and infrastructure and accumulated impairment losses. All other items
of property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses.

Where market-based evidence is available, the fair value of land and buildings is determined on
the basis of current market buying values determined by reference to recent market transactions.
When buildings are revalued by reference to recent market transactions, the accumulated
depreciation is eliminated against the gross carrying amount of the asset and the net amount
restated to the revalued amount.

The revaluation of land and buildings is an independent valuation provided on a triennial basis.
The current report as at 30 June 2010 is provided by the Western Australian Land Information
Authority (Valuation Services) and recognised to ensure that the carrying amount does not differ
materially from the asset’s fair value at the end of the reporting period.

The most significant assumptions in estimating fair value are made in assessing whether to apply
the existing use basis to assets and in determining estimated useful life. Professional judgment by
the valuer is required where the evidence does not provide a clear distinction between market type
assets and existing use assets.

Derecognition

Upon disposal or derecognition of an item of property, plant and equipment and infrastructure, any
revaluation surplus relating to that asset is retained in the asset revaluation surplus.

Asset revaluation surplus

The asset revaluation surplus is used to record increments and decrements on the revaluation of
non-current assets as described in note 23 ‘Property, plant, equipment and vehicles’.

Depreciation

All non-current assets having a limited useful life are systematically depreciated over their
estimated useful lives in a manner that reflects the consumption of their future economic benefits.
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Depreciation is calculated using the straight line method, using rates that are reviewed annually.
Estimated useful lives for each class of depreciable asset are:

* Buildings 25 years

« Plant and equipment 5to 15 years
» Information technology — Hardware 3 to 5 years
* Motor vehicles 6 to 7 years

Land is not depreciated.
(f) Impairment of assets

Property, plant and equipment assets are tested for any indication of impairment at the end

of each reporting period. Where there is an indication of impairment, the recoverable amount

is estimated. Where the recoverable amount is less than the carrying amount, the asset is
considered impaired and is written down to the recoverable amount and an impairment loss is
recognised. As the Authority is a not-for-profit entity, unless an asset has been identified as a
surplus asset, the recoverable amount is the higher of an asset’s fair value less costs to sell and
depreciated replacement cost.

The risk of impairment is generally limited to circumstances where an asset’s depreciation is
materially understated, where the replacement cost is falling or where there is a significant change
in useful life. Each relevant class of assets is reviewed annually to verify that the accumulated
depreciation/amortisation reflects the level of consumption or expiration of asset’s future economic
benefits and to evaluate any impairment risk from falling replacement costs.

The recoverable amount of assets identified as surplus assets is the higher of fair value less costs
to sell and the present value of future cash flows expected to be derived from the asset. Surplus
assets carried at fair value have no risk of material impairment where fair value is determined

by reference to market-based evidence. Surplus assets at cost are tested for indications of
impairment at the end of each reporting period.

(g) Leases

The Authority has not entered into any finance lease arrangements.
The Authority has not entered into any operating lease arrangements.
(h) Financial instruments

In addition to cash, the Authority has three categories of financial instrument:
* Loans and receivables;

* Longer term investments; and

» Financial liabilities measured at amortised cost.

These have been disaggregated in the following classes:

Financial Assets

« Cash and cash equivalents

* Restricted cash and cash equivalents

* Receivables

« Term deposits
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Financial Liabilities
+ Payables

Initial recognition and measurement of financial instruments is at fair value which normally equates
to the transaction cost or the face value. Subsequent measurement is at amortised cost using the
effective interest method.

The fair value of short-term receivables and payables is the transaction cost or the face value
because there is no interest rate applicable and subsequent measurement is not required as the
effect of discounting is not material.

(i) Cash and cash equivalents

For the purpose of the statement of Cash Flows, cash and cash equivalent (and restricted
cash and cash equivalent) assets comprise cash on hand and short-term deposits with original
maturities of three months or less that are readily convertible to a known amount of cash and
which are subject to insignificant risk of changes in value, and bank overdrafts.

(j) Accrued Salaries

Accrued salaries (refer to note 25 ‘Payables’) represent the amount due to staff but unpaid at the
end of the financial year. Accrued salaries are settled within a fortnight of the financial year end.
The Authority considers the carrying amount of accrued salaries to be equivalent to its net fair
value.

(k) Receivables

Receivables are recognised at original invoice amount less an allowance for any uncollectible
amounts. The collectability of receivables is reviewed on an ongoing basis and any receivables
identified as uncollectible are written-off. The allowance for uncollectible amounts (doubtful debts)
is raised when there is objective evidence that the Authority will not be able to collect its debts. The
carrying amount is equivalent to fair value, as it is due for settlement within 30 days.

() Investments and other financial assets

The Authority classifies its investments into the following categories: financial assets at fair

value through profit or loss, loans and receivables, longer-term investments, and available-for-
sale financial assets. The classification depends on the purpose for which the investments were
acquired. Management determines the classification of its investments at initial recognition and
re-evaluates this designation at each balance sheet date. Investments not at fair value are initially
recognised at cost being the fair value of consideration given, including directly attributable
transaction costs.

Loans and receivables and longer-term investments, such as commercial bills, are subsequently
measured at amortised cost using the effective interest method. Amortised cost is calculated

by taking into account any discount or premium on acquisition, over the period to maturity. For
investments carried at amortised cost, gains and losses are recognised in the Statement of
Comprehensive Income when the investments are derecognised or impaired, as well as through
the amortisation process.

The Authority assesses at each balance date whether there is objective evidence that a financial
asset or group of financial assets is impaired.
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(m) Payables

Payables are recognised at the amounts payable when the Authority becomes obliged to make
future payments as a result of a purchase of assets or services. The carrying amount is equivalent
to fair value, as they are generally settled within 30 days.

(n) Provisions

Provisions are liabilities of uncertain timing or amount and are recognised where there is a present
legal or constructive obligation as a result of a past event and when the outflow of resources
embodying economic benefits is probable and a reliable estimate can be made of the amount of
the obligation. Provisions are reviewed at the end of each reporting period.

Provisions - employee benefits

All annual leave and long service leave provisions are in respect of employees’ services up to the
end of the reporting period.

Annual leave

The liability for annual leave expected to be settled within 12 months after the reporting period is
recognised and measured at the undiscounted amounts expected to be paid when the liability is
settled.

Annual leave not expected to be settled within 12 months after the reporting period is recognised
and measured at the present value of amounts expected to be paid when the liabilities are settled
using the remuneration rate expected to apply at the time of settlement.

When assessing expected future payments, consideration is given to expected future wage and
salary levels including non-salary components such as employer superannuation contributions,
as well as the experience of employee departures and periods of service. The expected future
payments are discounted using market yields at the end of the reporting period on national
government bonds with terms to maturity that match, as closely as possible, the estimated future
cash outflows.

The provision for annual leave is classified as a current liability as the Authority does not have an
unconditional right to the defer settlement of the liability for at least 12 months after the reporting
period.

Long service leave

The liability for long service leave expected to be settled within 12 months after the reporting
period is recognised and measured at the undiscounted amounts expected to be paid when the
liability is settled.

Long service leave not expected to be settled within 12 months after the reporting period is
recognised and measured at the present value of amounts expected to be paid when the liabilities
are settled using the remuneration rate expected to apply at the time of settlement.

When assessing expected future payments, consideration is given to expected future wage and
salary levels including non-salary components such as employer superannuation contributions,
as well as the experience of employee departures and periods of service. The expected future
payments are discounted using market yields at the end of the reporting period on national
government bonds with terms to maturity that match, as closely as possible, the estimated future
cash outflows.
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Unconditional long service leave provisions are classified as current liabilities as the Authority does
not have an unconditional right to defer settlement of the liability for at least 12 months after the
reporting period. Conditional long service leave provisions are classified as non-current liabilities
because the Authority has an unconditional right to defer the settlement of the liability until the
employee has completed the requisite years of service.

Superannuation

The Government Employees Superannuation Board (GESB) administers public sector
superannuation arrangements in Western Australia in accordance with legislative requirements.

Eligible employees contribute to the Pension Scheme, a defined benefit pension scheme closed to
new members since 1987, or to the Gold State Superannuation Scheme (GSS), a defined benefit
lump sum scheme closed to new members since 1995.

Employees commencing employment prior to 16 April 2007 who were not members of either

the Pension or the GSS Schemes became non-contributory members of the West State
Superannuation Scheme (WSS). Employees commencing employment on or after 16 April

2007 became members of the GESB Super Scheme (GESBS). Both of these schemes are
accumulation schemes. The Authority makes concurrent contributions to GESB on behalf of
employees in compliance with the Commonwealth Government’s Superannuation Guarantee
(Administration) Act 1992. These contributions extinguish the liability for superannuation charges
in respect of the WSS and GESBS Schemes.

The Pension Scheme and the pre-transfer benefit for employees who transferred to the GSS
Scheme are defined benefit schemes. These benefits are wholly unfunded and the liabilities

for future payments are provided at the end of the reporting period. The liabilities under these
schemes have been calculated separately for each scheme annually by PricewaterhouseCoopers
Actuaries using the projected unit credit method.

The expected future payments are discounted to present value using market yields at the end of
the reporting period on national government bonds with terms to maturity that match, as closely as
possible, the estimated future cash outflows.

The GSS Scheme, the WSS Scheme, and the GESBS, where the current service superannuation
charge is paid by the Authority to the GESB, are defined contribution schemes. The liabilities

for current service superannuation charges under the GSS Scheme, the WSS Scheme, and the
GESBS Scheme are extinguished by the concurrent payment of employer contributions to the
GESB.

The GSS is a defined benefit scheme for the purposes of employees and whole-of-government
reporting. However, from the Authority’s perspective, apart from the transfer benefits, it is a defined
contribution plan under AASB 119.

Provisions - Other

Employment on-costs

Employment on-costs, including workers’ compensation insurance and payroll tax, are not
employee benefits and are recognised separately as liabilities and expenses when the
employment to which they relate has occurred. Employment on-costs are not included as part of
the Authority’s ‘Employee benefits expense’ and the related liability is included in ‘Employment on-
costs provision’.
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Provisions — Employers’ Indemnity Supplementation Fund and General Fund

Liability for future claims

The liability for outstanding claims is measured as the central estimate of the present value of
expected future payments against claims incurred at the reporting date, with an additional risk
margin to allow for the inherent uncertainty in the central estimate. The expected future payments
include those in relation to claims reported but not yet paid, claims incurred but not reported
(IBNR), claims incurred but not enough reported (IBNER) and anticipated claims handling costs.

Claims handling costs include costs that can be associated directly with individual claims, such as
legal and other professional fees, and costs that can only be indirectly associated with individual
claims such as claims administration costs. The expected future payments are discounted to
present value using a risk free rate.

The effect of an Actuarial assessed increase in the outstanding claims liability or changes in
the discount rate are included in the Statement of Comprehensive Income under workers’
compensation claims. The effect of an Actuarial assessed decrease in the outstanding claims
liability is included in the Statement of Comprehensive Income under Gains.

(0) Superannuation expense
The superannuation expense of the defined benefit plans is made up of the following elements:

» Current service cost;

* Interest cost (unwinding of the discount);
* Actuarial gains and losses; and

+ Past service cost.

Actuarial gains and losses of the defined benefit plans are recognised immediately as income or
expense in the Statement of Comprehensive Income.

The superannuation expense of the defined contribution plans is recognised as and when the
contributions fall due.

(p) Comparative figures

Comparative figures are, where appropriate, reclassified to be comparable with the figures
presented in the current financial year.

(q) Resources received free of charge or for nominal cost

Resources received free of charge or for nominal cost, that can be reliably measured are
recognised as revenues and as assets or expenses as appropriate at fair value.

Where assets or services are received from another State Government agency, these are
separately disclosed under Income from State Government in the Statement of Comprehensive
Income.

(r) Provision for uninsured claims pursuant to Section 174

Provision is made to meet payments required under Section 174 of the Workers’ Compensation
and Injury Management Act 1981 where the Dispute Resolution Directorate has made an order
and the worker has not received the compensation due from the General Fund at the end of the
reporting period.
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3. Segment information

In accordance with AASB 8 and T1 1101, the Authority has provided summary information at note
43 for each of the Authority’s services and the two funds.

4. Judgements made by management in applying accounting policies

The preparation of financial statements requires management to make judgements about the
application of accounting policies that have a significant effect on the amounts recognised in the
financial statements. The Authority evaluates these judgements regularly.

The judgements that have been made in the process of applying accounting policies that have the
most significant effect on the amounts recognised in the financial report include:

i. The Authority uses the services of an actuary for the purpose of determining the liability for
workers’ compensation claims for asbestos and non-asbestos claims for the General and
Supplementation Funds.

ii. The Authority has adopted a policy of obtaining actuarial assessment of employee entitiements.

5. Key sources of estimation uncertainty

Key estimates and assumptions concerning the future are based on historical experience and
various other factors that have a significant risk of causing a material adjustment to the carrying
amount of assets and liabilities within the next financial year.

Long Service Leave

Several estimations and assumptions used in calculating the Authority’s long service leave
provision include expected future salary rates, discount rates, employee retention rates and
expected future payments. Changes in these estimations and assumptions may impact on the
carrying amount of the long service leave provision.

Defined benefit superannuation plans

In determining the Authority’s ultimate cost of its defined superannuation plans, actuarial assumptions are
required to be made. The principal actuarial assumptions used are disclosed in note 26 ‘Provisions’.

Assessment of supplementation fund and general fund future claims liability

The Authority’s risk in relation to outstanding claims liability arising from future claims liability
in respect to the Supplementation Fund and General Fund has been determined by actuarial
assessment. The principal actuarial assumptions used are disclosed in note 26 ‘Provisions’.

6. Disclosure of changes in accounting policy and estimates

Initial application of an Australian Accounting Standard

There were no changes in the Australian Accounting Standards effective for annual reporting
periods beginning on or after 1 July 2010 that impacted on the Authority.

Future Impact of Australian Accounting Standards not yet operative

The Authority cannot early adopt an Australian Accounting Standard unless specifically permitted
by Tl 1101 Application of Australian Accounting Standards and Other Pronouncements.
Consequently, the Authority has not applied early any of the following Australian Accounting
Standards that have been issued that may impact the Authority. Where applicable, the Authority
plans to apply these Australian Accounting Standards from their application date.
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Operative for
reporting periods
beginning on/after

AASB 2009-11

Amendments to Australian Accounting Standards arising from AASB 9 1 January 2013
[AASB 1, 3, 4, 5,7, 101, 102, 108, 112, 118, 121, 127, 128, 131, 132, 136,
139, 1023 & 1038 and Interpretations 10 & 12].

The amendment to AASB 7 requires modification to the disclosure of
categories of financial assets. The Authority does not expect any financial
impact when the Standard is first applied. The disclosure of categories of
financial assets in the notes will change.

AASB 2009-12

Amendments to Australian Accounting Standards [AASBs 5, 8, 108, 110, 1 January 2011
112, 119, 133, 137, 139, 1023 & 1031 and Interpretations 2, 4, 16, 1039 &
1052].

This Standard introduces a number of terminology changes. There is
no financial impact on the Authority resulting from the application of this
revised Standard.

AASB 1053
Application of Tiers of Australian Accounting Standards 1 July 2013

This Standard establishes a differential financial reporting framework
consisting of two tiers of reporting requirements for preparing general
purpose financial statements. The Standard does not have any financial
impact on the Authority. However, it may affect disclosures in the financial
statements of the Authority if the reduced disclosure requirements apply.
Department of Treasury and Finance (DTF) has not yet determined the
application or the potential impact of the new Standard for agencies.

AASB 2010-2

Amendments to Australian Accounting Standards arising from Reduced 1 July 2013
Disclosure Requirements

This Standard makes amendments to many Australian Accounting Standards,
including Interpretations, to introduce reduced disclosure requirements

into these pronouncements for application by certain types of entities. The
Standard is not expected to have any financial impact on the Authority.
However, this Standard may reduce some note disclosures in financial
statements of the Authority. DTF has not yet determined the application or the
potential impact of the amendments to these Standards for agencies.
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Operative for
reporting periods
beginning on/after

AASB 2010-5

Amendments to Australian Accounting Standards [AASB 1, 3,4, 5, 101, 1 January 2011
107, 112, 118, 119, 121, 132, 133, 134, 137, 139,140, 1023 & 1038 and
Interpretations 112, 115, 127, 132 &1042] (October 2010)

This Standard introduces a number of terminology changes as well as
minor presentation changes to the notes to the Financial Statements. There
is no financial impact on the Authority resulting from the application of this
revised Standard.

AASB 2010-6

Amendments to Australian Accounting Standards — Disclosures on 1 July 2011
Transfers of Financial Assets [AASB 1 & AASB 7]

This Standard makes amendments to Australian Accounting Standards,
introducing additional presentation and disclosure requirements for
Financial Assets. The Standard is not expected to have any financial impact
on the Authority. DTF has not yet determined the application or the potential
impact of the amendments to these Standards for agencies.

AASB 9
Financial Instruments 1 January 2013

This Standard supersedes AASB 139 Financial Instruments: Recognition and
Measurement, introducing a number of changes to accounting treatments.

The Standard was reissued on 6 Dececember 2010 and the Authority is
currently determining the impact of the Standard. DTF has not yet determined
the application or the potential impact of the Standard for agencies.

AASB 2010-7

Amendments to Australian Accounting Standards arising from AASB 9 1 January 2013
December 2010) [AASB 1, 3, 4, 5,7, 101,102, 108, 112, 118, 120, 121,

127, 128, 131, 132, 136, 137, 139, 1023 & 1038 and Interpretations 2, 5,

10, 12, 19 & 127]

This Amending Standard makes consequential adjustments to other
Standards as a result of issuing AASB 9 Financial Instruments in December
2010. DTF has not yet determined the application or the potential impact of
the Standard for agencies.
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Operative for
reporting periods
beginning on/after

AASB 1054
Australian Additional Disclosures 1 July 2011

This Standard, in conjunction with AASB 2011-1 Amendments to Australian
Accounting Standards arising from the Trans-Tasman Convergence Project,
removes disclosure requirements from other Standards and incorporates
them in a single Standard to achieve convergence between Australian and
New Zealand Accounting Standards.

AASB 2011-1

Amendments to Australian Accounting Standards arising from the Trans- 1 July 2011
Tasman Convergence Project [AASB 1, 5, 101, 107, 108, 121, 128, 132 &

134 and Interpretations 2, 112 & 113]

This Amending Standard, in conjunction with AASB 1054 Australian
Additional Disclosures, removes disclosure requirements from other
Standards and incorporates them in a single Standard to achieve
convergence between Australian and New Zealand Accounting Standards.
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201 2010

7. Interest revenue $000 $000
General Account 690 603
Employers’ Indemnity Supplementation Account (see note 29) 2,736 1,892

3,426 2,495

8. Other revenue
General Account

Recoveries from uninsured employers 18 170
Other 148 112
166 282

9. Employers’ Indemnity Supplementation Fund

Surcharge 0 373 633

Recovery ® 7,145 5,234
7,518 5,867

@ Represents funds collected from the Supplementation Fund Levy.
@ Dividends received from the liquidation of HIH, CIC and FAI Insurance.

10.Decrease in net outstanding claims liability
Workers’ compensation claims — Employers’ Indemnity Supplementation

Fund (see note 26 and 29) 2,561 1,788
Uninsured claims — General Fund (see note 26) 585 109
Total Decrease in net outstanding claims liability 3,146 1,897

11. Net gain/(loss) on disposal of non-current assets
Proceeds from Disposal of Non-Current Assets

Equipment - -

Vehicles 102 93
102 93

Costs of Disposal of Non-Current Assets

Equipment (3) (13)

Vehicles (102) (94)

(105) (107)

Net gain/(loss) (3) (14)
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2011 2010

12.Employee benefits expense $000 $000

Wages and salaries @ 12,652 12,713
Superannuation — defined contribution plans ® 1,163 1,075
Superannuation — defined benefit plans (see note 26 ‘Provisions’ ) 592 363

14,407 14,151

@ Includes the value of the fringe benefit to the employee plus the fringe
benefits tax component, leave entitlements including superannuation
contribution component.

®) Defined contribution plans include West State, Gold State and GESB
Super Scheme (contributions paid).

Employment on-costs such as workers’ compensation insurance are
included at note 16 ‘Other expenses’ .

The employment on-costs liability is included at note 26 ‘Provisions’ .

13.Supplies and services

Communications 148 152
Consultants and contractors 1,482 1,278
Consumables 944 664
Insurance 97 78
Training 107 147
Travel 47 71
Other 82 111

2,907 2,501

14.Depreciation expense

Buildings 346 464
Plant, equipment and vehicles 170 101
516 565

15. Accommodation expenses

Outgoings 193 182
Repairs and maintenance 211 189
Other 32 28

436 399
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201 2010

16.Other expenses $000 $000
General Account

Joint initiative with WorkSafe 250 250
Employment on-costs @ 731 701
Seminars 13 19
Doubtful debts expense 49 -
Sitting fees 90 86
Write-off storm damaged vehicle 22 -

Employers’ Indemnity Supplementation Fund (see note 29)

Administration fee paid to Insurance Commission of WA 14 15
1,169 1,071

@ |Includes worker’s compensation insurance, payroll tax and other employment on-costs. The

on-costs liability associated with the recognition of annual and long service leave liability is

included at note 26 ‘Provisions’. Superannuation contributions accrued as part of the provision

for leave are employee benefits and are not included in employment on-costs.

17.Grants and subsidies from State Government

Revenue received during the reporting period:

Resources received free of charge from the State Solicitors Office 138 79
138 79

18.Cash and cash equivalents

Bank account 1,557 611
Cash on hand 1 1
Term deposits @ 5,892 2,009

7,450 2,621

@ Term deposits are held in order to fund payments as they become due
and payable. The term deposits range from 30 days to 3 months.

19.Restricted cash and cash equivalents

Employers’ Indemnity Supplementation Fund (See note 29)

Cash balance at Treasury 57,264 47,596
Commonwealth Funding — Christmas and Cocos Keeling Islands

The Commonwealth Government provides funding in accordance with

the Service Delivery Arrangement. Under the arrangement the Authority

provides a range of workers’ compensation related services.

Unspent funds for Christmas and Cocos Keeling Islands 1 18

57,265 47,614
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2011 2010

20.Receivables $000 $000
Current
General Account
Receivables 171 158
Allowance for impairment of receivables (73) (23)
Fines and penalties 78 57
Accrued revenue — Trust Fund 2 2
Accrued interest 171 206
GST receivable 79 24
428 424
Employers’ Indemnity Supplementation Fund (see note 29
Accrued interest 721 557
GST receivable 23 22
744 579
Total current receivables 1,172 1,003
Non-current
General Account
Receivables 418 418
Allowance for impairment of receivables (418) (418)
Total non-current receivables - -
Total receivables 1,172 1,003
Reconciliation of changes in allowance for impairment of receivables
Balance at start of year 23 59
Doubtful debts expense recognised in the income statement 50 -
Amounts written off against the allowance account during the year - (36)
Amount recovered during the year - -
Balance at end of year 73 23

The Authority does not hold any collateral as security or other credit enhancements relating to
receivables.
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21.0Other financial assets
Current

At Cost:

Term deposits @

@ The term deposits range from 90 days to 365 days.

22.0ther current assets
Employers’ Indemnity Supplementation Fund (see note 29
Sundry debtors

23.Property, plant, equipment and vehicles
Land
At fair value @

Buildings
At fair value @
Accumulated depreciation

Plant, equipment & vehicles
At cost

Accumulated depreciation

Work in Progress
At cost

@ Land and buildings were re-valued as at 30 June 2010 by the Western Australian Land

2011

$000

2010
$000

5398 10,796
5398 10,796
- 23

- 23
15,384 15,384
15,384 15,384
7617 7617
(346) -
7,271 7,617
1,053 982
(423) (445)
630 537
890 9
890 9
24175 23,547

Information Authority. The valuations were performed on 24 June 2010 and recognised at 30
June 2010. The fair value of all land and buildings have been determined by reference to recent

market transactions.
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Reconciliations

Reconciliations of carrying amounts of property, plant, equipment and vehicles at the beginning
and end of the reporting period are set out in the table below.

2011

Carrying amount at start of year
Additions

Transfers

Disposals

Revaluation Increments /
(Decrements)

Depreciation
Carrying amount at end of year

2010

Carrying amount at start of year
Additions

Transfers

Disposals

Revaluation Increments /
(Decrements)

Depreciation
Carrying amount at end of year

24.Impairment of assets

Buildings Work in Plant, Total
Progress equipment
& vehicles
$000 $000 $000 $000
7,616 9 538 23,547
- 899 392 1,291
- (18) - (18)
- - (129) (129)
(1 345) - (171) (516)
7,271 890 630 24,175

Buildings Buildings Plant,
under con- equipment

struction & vehicles

$000 $000 $000

7,040 25 545 21,596

- 387 201 588

403 (403) - -

- - (107) (107)

637 - - 2,035
(464) - (101) (565)
7,616 9 538 23,547

There were no indications of impairment to property, plant and equipment as at 30 June 2011.

The Authority held no goodwill or intangible assets with an indefinite useful life during the reporting
period and at end of year there were no intangible assets not yet available for use.

All surplus assets at 30 June 2011 have been written-off.

-

WorkCover WA Annual Report 2010/11



25.Payables
Current

General Account
Trade payables
Accrued expenses
Accrued salaries

GST payable
Other payables

Employers’ Indemnity Su
Claim payments

GST payable
Other creditors

26.Provisions
Current

General Account

lementation Fund (see note 29

Employee benefits provision

Annual leave @

Long service leave ®
Superannuation @

Uninsured Workers
Other provisions

Employment on-costs ©

Employers’ Indemnity Su

lementation Fund (see note 29

Liability for estimated future claim payments

Total current provisions
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2011

$000

2010
$000

- 36

224 422
358 419
107 109
30 24

- 1

719 1,011
793 1,074
1,802 1,658
683 400
3,278 3,132
754 1,131
754 1,131
157 159
157 159
2,046 2,493
2,046 2,493
6,235 6,915




201 2010

$000 $000
Non-current

General Account
Employee benefits provision
Long service leave ® 799 704
Superannuation @ 4,183 4,277
4,982 4,981
Uninsured Workers 2,935 3,332
2,935 3,332
Other provisions
Employment on-costs © 48 42
48 42
Employers’ Indemnity Supplementation Fund (see note 29)
Liability for estimated future claim payments 18,826 21,374
18,826 21,374
Total non-current provisions 26,791 29,729

@ Annual leave liabilities have been classified as current as there is no unconditional right to
defer settlement for at least 12 months after the reporting period. Assessments indicate that
actual settlement of the liabilities will occur as follows:

Within 12 months after the reporting period 677 699
More than 12 months after the reporting period 116 375
793 1,074

® | ong service leave liabilities have been classified as current where there is no unconditional
right to defer settlement for at least 12 months after the reporting period. Assessments indicate
that actual settlement of the liabilities will occur as follows:

Within 12 months after the reporting period 1,013 1,403
More than 12 months after the reporting period 1,588 959
2,601 2,362

©The settlement of annual and long service leave liabilities gives rise to the payment of
employment on-costs including workers’ compensation premiums and payroll tax. The provision
is measured at the present value of expected future payments. The associated expense, apart
from the unwinding of the discount (finance cost), is included at note 16 ‘Other expenses’.
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@ Defined benefit superannuation plans

The amounts recognised in the Statement of Comprehensive Income are as follows:

Pension scheme

Pre-transfer benefit

Gold State
Supernannuation
scheme
2011 2010 2011 2010
$000 $000 $000 $000
Current service cost 30 33 - -
Interest cost (unwinding of the discount) 192 180 55 40
Net actuarial losses/(gains) recognised 253 93 32 22
Total, included in ‘Employee benefits
expense’ (see note 12) 475 306 87 62

The amounts recognised in the Statement of Financial Position are as follows:
Present value of unfunded obligations 3,876 3,580

989 1,097

Liability in the statement of financial

position 3,876 3,580

989 1,097

Reconciliation of the unfunded liability recognised in the Statement of Financial Position

is as follows:

Liability at start of year 3,580 3,358 1,097 731
Restatement at 1 July 2010 83 304
Current service cost 30 33 - -
Interest cost (unwinding of the discount) 192 180 55 40
Net actuarial losses/(gains) recognised 253 93 32 22
Benefits paid (179) (167) (195) -
Liability at end of year 3,876 3,580 989 1,097

Reconciliation of the fair value of plan assets is as follows:
Pension scheme

Fair value of plan assets at start of year -
Employer Contributions 178

Benefits Paid (178) (167)

Pre-transfer benefit
Gold State
Supernannuation

scheme
2011 2010
$000 $000

Fair Value of plan asset at end of year -
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The principal actuarial assumptions used (expressed as weighted averages) were as follows:
2011 2010 2009 2008

Discount rate 520% 550% 550% 6.50%
Future salary increases 450% 4.50% 4.50% 4.50%
Future pension increases 3.00% 3.00% 3.00% 3.00%

2011 2010 2009 2008
$000 $000 $000 $000
Historic summary
Pension scheme:
Present value of unfunded obligation 3,876 3,580 3,358 2,944
Fair value of plan assets - - - -
Surplus / (Deficit) 3,876 3,580 3,358 2,944
Pre-transfer benefit — Gold State Superannuation Scheme:
Present value of unfunded obligation 989 1,097 731 873
Fair value of plan assets - - - -
Surplus / (Deficit) 989 1,097 731 873
Experience adjustments arising on plan liabilities:

Pension Scheme 111 92 (33) (68)
Pre-transfer benefit — Gold State Superannuation Scheme 20 22 11 31

Employer funding arrangements for the defined benefit plans

Employer contributions of $168k are expected to be paid to the Pension Scheme for the
subsequent annual reporting period.

Employer contributions of $377k are expected to be paid to the Gold State Superannuation
Scheme for the subsequent annual reporting period.

Movements in other provisions

Movements in each class of provisions during the reporting period, other than employee benefits,
are set out below.

2011 2010
$000 $000
Employers’ Indemnity Supplementation Fund
Liability for estimated future claim payments
Carrying amount at start of year 23,866 29,419
Additional increase/(decrease) in provisions recognised (3,683) (2,716)
Unwinding of the discount 1,122 928
Payments/other sacrifices of economic benefits (434) (3,765)
Carrying amount at end of year 20,871 23,866

76 WorkCover WA Annual Report 2010/11



Uninsured claims

Carrying amount at the start of year

Additional increase/(decrease) in provisions recognised
Unwinding of the discount

Payments/other sacrifices of economic benefits
Carrying amount at the end of year

Employment on-costs provision

Carrying amount at start of year

Additional provisions recognised

Unwinding of the discount

Payments/other sacrifices of economic benefits
Carrying amount at end of year

27.Equity

2011 2010

$000  $000
4,463 4,984
(559)  (268)
191 159
(406)  (412)
3,689 4,463
201 160
92 103
10 7
(98) (69)
205 201

Equity represents the residual interest in the net assets of the Authority. The Government holds
the equity interest in the Authority on behalf of the community. The asset revaluation surplus
represents that portion of equity resulting from the revaluation of non-current assets.

Reserves

Asset revaluation surplus:

Balance at start of year

Net revaluation increments/(decrements):
Land

Buildings

Balance at end of year

Retained earnings/(accumulated losses)
Balance at start of year
Result for the period

Balance at end of year

Total Equity
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19,732 17,697
- 1,398
- 637
19,732 19,732
28,218 18,187
13,765 10,031
41,983 28,218
61,715 47,950
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28.Notes to the Statement of Cash Flows
Reconciliation of cash

Cash at the end of the reporting period as shown in the Statement of Cash Flows is reconciled to
the related items in the Statement of Financial Position as follows:

2011 2010

$000 $000
Cash 7,450 2,621
Cash equivalents and restricted cash 57,265 47,614

64,715 50,235

Reconciliation of profit/loss to net cash flows provided by/(used in)
operating activities

Profit/(loss) 13,765 10,031

Non-cash items:
Depreciation and amortisation expense 516 565
Net (gain)/loss on sale of property, plant and equipment 3 14

(Increase)/decrease in assets:

Current receivables 45 112
Other current assets (130) (308)

Increase/(decrease) in liabilities:

Current payables (292) (1,104)
Current provisions (446) 1,028
Non-current provisions (3,171) (6,279)
Net GST receipts/(payments) @ (94) 175
Change in GST receivables/(payables) ) 33 (88)
Net cash provided by/(used in) operating activities 10,229 4,146

@ This is the net GST paid/received, ie. cash transactions.
® This reverses out the GST in receivables and payables.
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29.Employers’ Indemnity Supplementation Fund (EISF)

The EISF was established by the Employers’ Indemnity Supplementation Fund Act 1980 (the Act)
to provide for payment of workers’ compensation claims in Western Australia:

* in the event an approved insurer collapses.

» to waterfront workers suffering from asbestos related diseases under the Waterfront Workers’
(Compensation for Asbestos Related Diseases) Act 1986.

The most recent insurer collapse was HIH Insurance, which was officially placed into provisional
liquidation on 15 March 2001. All claims up to and including that date are required to be paid from
the EISF.

The Authority’s claim costs for the EISF (including HIH Insurance) are actuarially assessed each
financial year and the values disclosed in the financial statements. The actuarial estimates are
based on inflated and discounted values including a 75% prudential margin. The liability for
outstanding claims is measured as the central estimate of the present value of expected future
payments against claims incurred at the reporting date under general insurance contracts issued
by the company, with an additional risk margin to allow for the inherent uncertainty in the central
estimate.

The expected future payments include those in relation to claims reported but not yet paid, claims
incurred but not reported (IBNR), claims incurred but not enough reported (IBNER) and anticipated
claims handling costs.

Claims handling costs include costs that can be directly associated with individual claims such as
legal and other professional fees, and costs that can only be indirectly associated with individual
claims such as claims administration costs.

EISF Act Liabilities

The outstanding liabilities for claims in run-off (including clients of the HIH Insurance Group) are
assessed by an independent actuary using models applicable to the nature of the incident by
which the liability under the fund has been incurred. Claims under the EISF Act are assessed
under the categories of Asbestos-Related Claims (which includes incidents of mesothelioma, lung
cancer and other diseases of the reparatory system) and Non Asbestos-Related Claims.

Workers’ Compensation — Asbestos-Related Claims

Asbestos-Related Claims are assessed using actuarial models, based on those developed by
Professor Geoffrey Berry, utilising Insurance Commission General Fund (ICGF) data. The models
predict the total number of claims likely to emerge over time and also determine likely average
cost per claim.®

Workers’ Compensation — Non Asbestos-Related Claims

The majority of these claims are long tail in nature and the actuarial models rely heavily on the
case estimates placed on each claim to determine the total outstanding liabilities.
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Actuarial Assumptions

The following tables provide key actuarial assumptions made in determining the outstanding

claims liabilities:

EISF Act: Asbestos-Related Claims

Inflation Rate

2011
5.0% for 2011 and later

2010
4.25% for 2011 and later

Discount Rate

4.8% for 2012, 4.9% for
2013, 5.0% for 2014,
5.2% for 2015, 5.5% for
2016, 5.7% for 2017,
5.8% for 2018-19, 5.7%
for 2020-21 Onwards

4.5% for 2011, 4.7% for
2012, 5.0% for 2013,
5.3% for 2014, 5.5% for
2015, 5.6% for 2016,
5.7% for 2017-18, 5.8%
for 2019-20 Onwards

Claims Management Expenses

10.5% for claim payments

10.5% for claim payments

Superimposed Inflation

2%

2%

Risk Margin

EISF Act: Non Asbestos-Related Claims

Inflation Rate

Risk margin at the 75%
sufficiency level

2011
5.0% for 2011 and later

Risk margin at the 75%
sufficiency level

2010
4.25% for 2011 and later

Discount Rate

4.76% for 2012, 4.8%

for 2013, 4.9% for 2014,
5.03% for 2015, 5.22%
for 2016, 5.47% for 2017,
5.73% for 2018, 5.84%
for 2019, 5.78% for 2020,
5.73% for 2021 Onwards

4.5% for 2011-12, 4.7%
for 2013, 5% for 2014,
5.3% for 2015, 5.5%
for 2016, 5.6% for
2017, 5.7% for 2018-19
Onwards

Claims Management Expenses

10.5% of claim payments

10.5% of claim payments

Superimposed Inflation

4.00%

4.00%

Risk Margin

Risk margin at the 75%
sufficiency level

Risk margin at the 75%
sufficiency level

M “Prediction of mesothelioma, lung cancer, and asbestosis in former Wittenoom asbestos
workers”, British Journal of Industrial Medicine; 48 793-802
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The actuarial estimates from June 2001 are as follows:

Year $000

2001 122,312
2002 49,923
2003 31,717
2004 24,090
2005 23,421
2006 17,239
2007 26,957
2008 27,487
2009 29,419
2010 23,866
20M 20,872

The actuarial estimates from 2001 to 2005 provide for current known asbestos related claims.

From 2005 the actuarial assessment makes allowance for current known asbestos related claims
and for claims incurred but not reported claims. Prior to 2007 the estimates did not include
provision for Non-HIH liabilities.

In accordance with Accounting Standard AASB 1023 General Insurance Contracts the outstanding
claims liability at 30 June 2011 was assessed at $20.872 million and a provision for this amount
has been included in the financial statements (see note 26).

The actuary’s assessment of outstanding claims liability does not recognise that money may be
recovered from HIH’s liquidator.

For the purpose of addressing the outstanding claims liability, a surcharge was imposed on
employers’ insurance policies on previous years. From 25 June 2008 the surcharge was
discontinued. The revenue collected previously from the surcharge will be used to pay this liability.
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30. Commitments

2011 2010
$000 $000
Capital expenditure commitments
Capital expenditure commitments, being contracted capital expenditure
additional to the amounts reported in the financial statements, are
payable as follows:
Within 1 year 39 705
Later than 1 year and not later than 5 years - -
Later than 5 years - -
39 705
The capital commitments include amounts for :
Electronic Data Management System (Scoping Only) - 75
IT Infrastructure Upgrade - 390
Car Park Upgrade - 240
- 705

31.Contingent liabilities and contingent assets
Contingent Liabilities

There were no contingent liabilities in existence at 30 June 2011 and up to the date of this report.
Contingent Assets

There were no contingent assets in existence at 30 June 2011 and up to the date of this report.

32.Events occurring after the end of the reporting period

On 18 August 2011, State Parliament passed the Workers’ Compensation and Injury Management
Amendment Bill 2011. The amendments remove age-based limits on workers’ compensation
entitlements and extend the workers’ compensation safety net to enable workers employed by
uninsured employers to receive common law entitlements, under certain circumstances. Planning
is underway for most of the amendments to come into effect on 1 October 2011. However, at this
stage the potential impact on the Uninsured Claims provisions is uncertain.

33.Explanatory statement

Significant variations between estimates and actual results for income and expense as presented
in the financial statement titled ‘Statement of Comprehensive Income’ are shown below:
Significant variations are considered to be those greater than 10% and $200,000.
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Significant variances between estimate and actual results for the financial year

2011 2011
Actual Estimate Variation

$000 $000 $000
Income
Interest Revenue 3,428 2,583 845
Employers’ Indemnity Supplementation Fund 7,541 - 7,541
Expenses
Employee Benefits Expenses 14,407 14,107 (300)
Supplies and Services 2,907 2,572 (33%5)
Workers’ Compensation Claims - 1,265 1,265
General Fund Claims - 519 519

Interest Revenue

The increase in interest revenue is due to higher than expected investment balances, primarily
due to a combination of larger recoveries received from HIH Insurance Liquidators and a lag in
capital expenditure.

Employers’ Indemnity Supplementation Fund

The increase largely reflects higher than expected Liquidator’s dividends received for insurers, and
levies received from insurers regarding prior year policy adjustments.

Employee Benefits Expenses

The increase primarily relates to higher than expected actuarially assessed superannuation liability
undertaken at 30 June 2011.

Supplies and Services

Actual expenditure included a component of capital projects that did not meet the criteria for an
asset and were subsequently expensed.

Workers’ Compensation Claims

There was an unexpected decrease in the actuarial assessment relating to claims liability resulting
in a corresponding gain.

General Fund Claims

There was an unexpected decrease in the actuarial assessment relating to claims liability resulting
in a corresponding gain.
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Significant variances between actual results for prior and actual year

2011 2010 Variance
$000 $000 $000
Income
General Fund Contributions 18,809 18,112 697
Interest Revenue 3,426 2,495 931
Employers’ Indemnity Supplementation Fund 7,518 5,867 1,651
Expenses
Employee Benefits Expense 14,407 14,151 (256)
Supplies and Services 2,907 2,501 (406)

General Fund Contributions

The contributions received from insurers and self-insurers increased in line with WorkCover WA’s
increase in operating budget.

Interest Revenue

The increase in interest revenue is due to higher than expected investment balances, primarily
due to a combination of larger recoveries received from HIH Insurance Liquidators and a lag in
capital expenditure.

Employers’ Indemnity Supplementation Fund

The increase largely reflects higher than expected Liquidator’s dividends received for insurers, and
levies received from insurers regarding prior year policy adjustments.

Employee Benefits Expenses

The increase primarily relates to higher than expected actuarially assessed superannuation liability
undertaken at 30 June 2011.

Supplies and Services

Actual expenditure included a component of capital projects that did not meet the criteria for an
asset and were subsequently expensed.

34.Financial instruments
(a) Financial risk management objectives and policies

Financial instruments held by the Authority are cash and cash equivalents, term deposits and
receivables and payables. The Authority has limited exposure to financial risks. The Authority’s
overall risk management program focuses on managing the risks identified below.

Credit risk

Credit risk arises when there is the possibility of the Authority’s receivables defaulting on their
contractual obligations resulting in financial loss to the Authority. The maximum exposure to credit
risk at end of the reporting period in relation to each class of recognised financial assets is the
gross carrying amount of those assets inclusive of any provisions for impairment as shown in the
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table at note 34(c) ‘Financial instruments disclosures’ and note 20 ‘Receivables’.

The Authority has policies in place to ensure that sales of products and services are made to
customers with an appropriate credit history. In addition, receivable balances are monitored on an
ongoing basis with the result that the Authority’s exposure to bad debts is minimal. At the end of
the reporting period there were no significant concentrations of credit risk.

Liquidity risk
Liquidity risk arises when the Authority is unable to meet its financial obligations as they fall due.
The Authority is exposed to liquidity risk through its trading in the normal course of business. The

Authority has appropriate procedures to manage cash flows by monitoring forecast cash flows to
ensure that sufficient funds are available to meet its commitments.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest
rates, will affect the Authority’s income or the value of its holdings of financial instruments. The
Authority does not trade in foreign currency and is not materially exposed to other price risks (for
example, equity securities or commodity prices changes). Other than as detailed in the interest
rate sensitivity analysis table at note 34(c), the Authority is not exposed to interest rate risk
because apart from minor amounts of restricted cash, all other cash and cash equivalents and
restricted cash are non-interest bearing and have no borrowings.

(b) Categories of financial instruments

In addition to cash, the carrying amounts of each of the following categories of financial assets and
financial liabilities at the end of the reporting period are as follows:

2011 2010

$000 $000
Financial Assets
Cash and cash equivalents 7,450 2,621
Restricted cash 57,265 47,614
Receivables 1,070 957
Other financial assets 5,398 10,796
Other current assets - 23

Financial Liabilities
Payables 719 1,011
®The amount of receivables excludes GST recoverable from the ATO (statutory receivable).
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(c) Financial instrument disclosures

a) Credit risk and interest rate exposures

The following table discloses the Authority’s maximum exposure to credit risk, interest rate
exposures and the ageing analysis of financial assets. The Authority’s maximum exposure to credit
risk at the end of the reporting period is the carrying amount of financial assets as shown below.
The table discloses the ageing of financial assets that are past due but not impaired and impaired
financial assets. The table is based on information provided to senior management of the Authority.

The Authority does not hold any collateral as security or other credit enhancement relating to the
financial assets it holds.

The Authority does not hold any financial assets that had to have their terms renegotiated that
would have otherwise resulted in them being past due or impaired.

Interest rate exposure and ageing analysis of financial assets ("

Interest Rate Exposure Past Due But Not Impaired

Weighted “Carrying Variable  Fixed Non Up To 1 1to 3 3to6 6to 12 More  Impaired
Average Amount” Interest Interest Interest Month  Months Months Months than1 Financial

Effective Rate Rate Bearing Year Assets
Interest Maturity
Rate Less
than 1
Year
2011 % $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Financial
Assets
Cash and cash 548 7,450 1,558 5,892 - - - - - -
equivalents
Restricted Cash 5.03 57,265 57,265 - - - - - - - -
Receivables @ - 1,070 - - 1,070 932 48 74 5 11 -
Other financial 6.18 5,398 - 5,398 - - - - - - -
assets
Other current - - - - - - - - - - -
assets
71,183 58,823 11,290 1,070 932 48 74 5 11 -
2010
Financial
Assets
Cash and cash 5.08 2,621 612 2,009 - - - - - - -
equivalents
Restricted Cash 3.99 47614 47,614 - - - - - - - -
Receivables @ - 957 - - 957 151 699 98 9 - -
Other financial 6.03 10,796 - 10,796 - - - - - - -
assets
Other current - 23 - - 23 - - - - - -
assets
62,011 48,226 12,805 980 151 699 98 9 - -

@The amount of Receivables excludes GST recoverable from the ATO.
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b) Liquidity Risk

The following table details the contractual maturity analysis for financial liabilities.

Interest rate exposure and maturity analysis of financial liabilities ("

Interest Rate Exposure Maturity Date
Weighted “Carrying Variable Fixed Non Up To 1 1to0 3 3to6 6to 12 More
Average Amount” Interest Interest Interest Month Months  Months  Months than 1
Effective Rate Rate Bearing Year
Interest Maturity
Rate Less
than 1
Year
2011 % $000 $000 $000 $000 $000 $000 $000 $000 $000
Financial
Liabilities
Payables 719 - 719 719 -
719 719 719 - -
2010
Financial
Liabilities
Payables 1,011 1,011 1,011 - -
1,011 1,011 1,011 - -

) The amounts disclosed are the contractual undiscounted cash flows of each class of financial

liabilities.

c) Interest rate sensitivity analysis

The following table represents a summary of the interest rate sensitivity of the Authority’s financial
assets and liabilities at the end of the reporting period on the surplus for the period and equity for
a 1% change in interest rates. It is assumed that the change in interest rates is held constant

throughout the reporting period.

2011
Financial Assets

Cash and cash equivalents
Other financial assets

Total Increase/(Decrease)
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Carrying -1% change +1% change
amount Profit Equity Profit Equity
($000’s) ($000’s) ($000’s) ($000’s) ($000’s)
1,558 (15) (15) 15 15
57,265 (572) (572) 572 572
(587) (587) 587 587

-



Carrying -1% change +1% change

amount
Profit Equity Profit Equity

2010 ($000’s) ($000’s) ($000’s) ($000’s) ($000’s)
Financial Assets
Cash and cash equivalents 612 (6) (6) 6 6
Other financial assets 47,614 (476) (476) 476 476
Total Increase/(Decrease) (482) (482) 482 482
d) Fair value

All financial assets and liabilities recognised in the Statement of Financial Position, whether
they are carried at cost or fair value, are recognised at amounts that represent a reasonable
approximation of fair value unless otherwise stated in the applicable notes.

35.Remuneration of members of the accountable authority and senior officers
Remuneration of members of the accountable authority

The number of members of the accountable authority, whose total of fees, salaries,
superannuation, non-monetary benefits and other benefits for the financial year, fall within the
following bands are:

) 2011 2010
0-10,000 3 1
10,001 - 20,000 3 4
20,001 - 30,000 1 1
The total remuneration of members of the accountable authority 78 88

The total remuneration includes the superannuation expense incurred by the Authority in respect
of members of the accountable authority.

No members of the accountable authority are members of the Pension Scheme.
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Remuneration of senior officers

The number of senior officers, other than senior officers reported as members of the accountable
authority, whose total fees, salaries, superannuation, non-monetary benefits and other benefits for
the financial year, fall within the following bands are:

$ 2011 2010

10,001 - 20,000 -

20,001 - 30,000 -
30,001 - 40,000 - -
80,001 - 90,000 - 1
90,001 - 100,000 - 1
100,001 - 110,000 - 2
120,001 - 130,000 1
140,001 - 150,000 3
150,001 - 160,000

- 1

&~
1

160,001 - 170,000
180,001 - 190,000 - 1
200,001 - 210,000 1 -
$000 $000
The total remuneration of senior officers 1,020 1,170

The superannuation included here represents the superannuation expense incurred by the
Authority in respect of senior officers other than senior officers reported as members of the
accountable authority.

No senior officers are members of the Pension Scheme.

36.Remuneration of auditor
Remuneration payable to the Auditor General for the reporting period is as follows:

2011 2010

$000 $000
Auditing the accounts, financial statements and performance indicators 72 76
72 76
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37.Workers’ Compensation and Injury Management Trust Account

The purpose of the Trust Fund is to hold funds paid into the custody of the Authority pursuant to
Section 110 of the Workers’ Compensation and Injury Management Act 1981. These funds are
not consolidated as they are funds that are administered on behalf of dependants of deceased

workers.
2011 2010
$000 $000
Income
Amounts paid to the custody of the Authority 252 334
Interest on Investments 50 31
302 365
Expenditure
Payments by the Authority 307 254
Administration Fee 13 8
320 262
Surplus/(Deficit) (18) 103
Balance 1 July 819 716
Balance 30 June 801 819
Balance of funds held represents:
Cash and cash equivalents 801 816
Add Accrued interest - 3
Less Accrued expenses - -
801 819

38.Supplementary financial information
Potential Claims Recoveries Written Off

In relation to the General Fund, WorkCover WA may have a statutory obligation to pay a workers’
compensation claim. For uninsured claims where the employer has not maintained a workers’
compensation insurance policy, or the employer is not able to be identified or located or an
employer is in breach of the insurance contract, WorkCover WA seeks to recover the costs of the
claims from the employer.

Potential recoveries receivable are assessed with regard to the ability of the debtors to meet their
obligation. These recoveries have not been recognised as income because the amount to be
recovered could not be reliably measured and consequently the write-off of these debts have not
been charged as an expense in the Income Statement. The General Fund debt write-offs outlined
below for the 2010 financial year are net of recoveries received from employers.
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In accordance with Section 48(2) of the Financial Management Act 2006, potential recoveries were

written off from the following fund:

Write-Offs

Debts written off by the Authority during the financial year
Uninsured claims

General account

Amounts Written Off by the Board
Amounts Written Off by the Minister

Number of Individual Recovery Write-offs with Values Between:
$0-$100,000 6

Losses Through Theft, Defaults and Other Causes

Losses of public money and public and other property through theft,
default and other causes

Amount recovered

Gifts of Public Property
Gifts of public property provided to the Authority

39.Related bodies

The Authority does not have related bodies.
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2011 2010
$000 $000

38 598

. 36

38 634

38 195

- 439

38 634

30 -

(44) -

(14) -




40. Affiliated bodies

The Authority does not have affiliated bodies.

41.Indian Ocean Territories

The Commonwealth Government has a Service Delivery Arrangement with the Authority for the
provision of services to Christmas Island and Cocos Keeling Islands.

2011 2010
$000 $000
Opening balance 18 25
Funding received from the Commonwealth - 7
Revenue received from insurers 1 9
19 41
Payments by Program
Community Awareness Program 3 13
Statistical Database 3 3]
Scheme Development 2 -
Dispute Resolution - 1
Compliance 3 2
Support 7 2
Total Payments 18 23
Balance carried forward 1 18

42.Prior Period Adjustment

A review of the annual actuarial assessment of superannuation liabilities has identified a prior
period error in relation to the liability to be recognised.

Previous actuarial assessments have disclosed that WorkCover WA's superannuation liability was
partially offset by a liability covered by Treasury. This liability related to pre-transfer benefits for
Gold State lump sum and Pension contributors for whom an unfunded liability existed as at 31
December 1992.

Further investigations with Treasury have not been able to confirm the existence of an
arrangement between WorkCover WA and Treasury regarding the transfer or reimbursement of
this liability. This view is also supported by Treasurer’s Instruction 521 which states that “Liable
Statutory Authorities” will meet their cost of pre-transfer benefits for Gold State lump sum and
Pension contributors from 1 July 2004.

The correction has resulted in a restatement of the prior year comparative liabilities by $386,000
for the year ended 30 June 2010 and reflected through Retained Earnings.
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43. Schedule of income and expenses by service

Revenues
from ordinary
activities

Expenses
from ordinary
activities

Grants and
subsidies from
Government

Net Profit/
(loss)

GENERAL ACCOUNT EMPLOYERS’ INDEMNITY
SUPPLEMENTATION FUND
Market Resolution of Not Attributed Total Total Total
Regulation (i) Disputes
2011 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 2010
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
9,844 9,842 8,311 8,250 | 2,096 1,390 | 20,251 19,482 | 12,814 9,171 | 33,065 28,653
9,792 9,229| 8,267 8,442 1,365 1,015] 19,424 18,686 14 151 19,438 18,701
- - - - 138 79 138 79 138 79
52 613 44 (192) 869 454 965 875| 12,800 9,156 | 13,765 10,031
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Additional Key Performance Indicator Information

Certification of KPIs

We hereby certify that the key performance indicators are based on proper records, are relevant
and appropriate for assisting users to assess WorkCover WA's performance, and fairly represent
the performance of WorkCover WA for the financial year ended 30 June 2011.

Greg Joyce Michelle Reynolds

Board Member Chief Executive Officer

WorkCover Western Australia Authority WorkCover Western Australia Authority
2 September 2011 2 September 2011

Detailed Information in Support of Key Performance Indicators

WorkCover WA contributes to government goals by delivering services aimed at minimising the
social and economic impact of work-related injury and disease on workers and the Western
Australian community.

WorkCover WA’'s mission is to lead a contemporary, healthy and integrated workers’ compensation
scheme that is fair, accessible and cost effective for all participants, through:

» providing advice and guidance on workers’ injury management and return to work practices
» active, responsive and transparent management of the scheme

» focused information, education and compliance activities

« fair and speedy dispute resolution

» a strong customer service focus.

WorkCover WA strives to achieve its outcomes through the effective administration of the
Workers’ Compensation and Injury Management Act 1981, the provision of quality policy advice to
Government, and excellent stakeholder relationships.
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Key Performance Indicators of Effectiveness

Indicator 1.1 Number of non-compliance events identified as a result of a claim on the
General Account

2008/09 2009/10 2010/11 2010/11
Target

Number of non-compliance events
identified as a result of a claim on the 7 5 8 6
General Account

Description

KPI 1.1 shows the number of non-compliance events identified as a result of a claim on the
General Account, measuring the impact of employers who fail to maintain workers’ compensation
insurance policies.

A non-compliance event is defined as “an occupational safety and health incident to a worker or
workers of an uninsured employer, which has a financial impact on WorkCover WA’s General
Account by way of an uninsured claim payment’. Given the long tail for claims relating to
workplace incidents involving asbestos and industrial disease, these are excluded from the
definition of an ‘event’. For example, the three main diseases associated with the inhalation

of asbestos fibres (ie. asbestosis, mesothelioma and asbestos-related lung cancer) generally
take many years, if not decades, to develop after a worker has been exposed to asbestos. The
inclusion of uninsured employers for these types of work-related disease as an event would not
reflect the current level of uninsured employers.

The performance target was established by considering the ratio of the total number of uninsured
claims against insured claims for each of the previous four years. The adopted figure is two
uninsured claims payments per 10,000 insured claims. The total number of insured claims for
2010/11 is estimated to be approximately 40,000, a performance target of eight events.

Analysis

During 2010/11 there were six new claims on the General Account, two fewer than the 2010/11
target. This achievement reflects WorkCover WA's continued focus on information, education and
compliance activities, ensuring employers comply with their workers’ compensation insurance
obligations. Notwithstanding these activities, some employers will avoid the legal requirement to
take out workers’ compensation insurance and, consequently, claims may be made on WorkCover
WA's General Account. These non-compliance events are followed up through investigation and
potential prosecution action.
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Disclosures and Legal Compliance

Indicator 1.2 Percentage of lost-time injuries with an appropriate injury management
response

2007/08 2008/09 2009/10 2010/11 2010/11

Target

Percentage of lost-time injuries with an 98% 100% 100% 100% 100%
appropriate injury management response

Description

An injury which results in at least one day/shift absence of work is defined as a lost-time injury. An
injury management program, which is consistent with the nature and severity of the injury, may
be implemented to assist the worker to return to work or to undergo workplace rehabilitation for

a lost-time injury. Insurers and self-insurers are required to advise WorkCover WA of the injury
management status when an injured worker’s:

» period of incapacity exceeds four consecutive weeks
» total periods of incapacity exceed 12 weeks in 12 months or less.

This indicator measures the percentage of lost-time injuries with an appropriate injury
management response. The target percentage for 2010/11 is 100 per cent.

The graph below demonstrates the percentage of lost-time injuries with an appropriate injury
management response from 2007/08 to 2010/11:

Figure 14: Percentage of lost-time injuries with an appropriate injury management response
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Analysis

The excellent performance trend of the lost-time injuries with an appropriate injury management
response continues with a percentage of 100 per cent recorded in 2010/11. The requirement for
all insurers and self-insurers to report the injury management status of lost-time injuries and active
continuous monitoring by WorkCover WA have contributed to the consistently high percentage.
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Of the 10,623 total reports received for 2010/11:

* 46 per cent of workers had already returned to work or had their claim finalised

* 19 per cent of workers were undergoing rehabilitation
» 28 per cent of workers required further medical treatment

» seven per cent of workers did not require injury management intervention.

Figure 15: Injury Management Responses

No injury management required - 7%

Required further medical
treatment - 28%

Already returned to work - 46%

Undergoing rehabilitation - 19%

Notes

The four-week notification program assists WorkCover WA to identify and review claims to ensure
appropriate injury management response occurs. The program identifies claims that meet the
following criteria:

+ the claim is accepted
» the claim is not a fatality

» the worker’s period of incapacity exceeds four consecutive weeks or total periods of incapacity
exceed 12 weeks in 12 months or less

+ the worker has not returned to work

» the worker has not commenced workplace rehabilitation
« common law payment is less than $1,000

» there are no redemption or second schedule payments
» the claim has not been finalised.
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Indicator 1.3 User satisfaction with the dispute resolution system

2007/08 2008/09 2009/10 2010/11 2010/11
Target

User satisfaction with the dispute resolution 65% 71% 75% 70% 69%
system

Description

The dispute resolution system is designed to provide timely, fair and effective services to resolve
disputes as well as to meet user expectations in relation to accessibility, approachability and
professionalism.

The Dispute Resolution Directorate (DRD) uses an annual client satisfaction survey to measure
user satisfaction with the dispute resolution system. The survey results assist the DRD to make
service delivery and process improvements.

The current survey approach has been in use for the past three financial years. The survey has
utilised the same questions and methodology to ensure continuity and consistency. Therefore, a
performance target can reasonably be derived by taking an average of actual performance over
the past three reporting periods. As a consequence, the target for 2010/11 is 70 per cent.

Analysis

The survey was conducted via phone interviews through an outsourced independent survey
company. The survey methodology resulted in data to a 95 per cent confidence level.

The results of the 2011 stakeholder satisfaction survey indicated that the DRD has been able to
maintain relatively high standards of performance across its services.

Nonetheless, overall satisfaction saw a slight decrease since 2009/10, with a shift of minus six per
cent across all respondents. When considering overall satisfaction for workers (68 per cent) and
employers (71 per cent) results indicate a slightly higher level of satisfaction among employers,
however, it is important to recognise this group has experienced a decrease of minus 17 per cent
since the 2010 survey. Workers maintained levels of overall satisfaction with a small increase of
one per cent.

The results of the satisfaction survey highlight the key areas of focus in the future for the DRD as:
» explanation of the dispute resolution process to all participants in the system

« assistance and advice to participants

+ timeliness of the process.

It is expected that proposed new dispute resolution arrangements currently before Parliament will
see improvements in these areas.

WorkCover WA Annual Report 2010/11



Indicator 1.4 Resolution of disputes

2007/08 2008/09 2009/10 2010/11 2010/11
Target

1) Percentage of Part Xl disputes resolved

within 26 weeks of the date the application 61% 55% 60% 68% 75%
was received

2) Percentage of Part Xll disputes resolved

within five working days of referral to 93% 97% 96% 90% 92%
Arbitrator for a decision

3) Number of common law applications

relating to an injury occurring prior to 14 104 76 43 10 12
November 2005 resolved within 52 weeks

from date an application is received

Description
KPI 1.4 measures are designed to reflect each of the DRD’s three broad areas of activity:

» complex statutory claims (Part XI applications), which are most commonly for determination
of liability and other such complex disputes related to an injury sustained by a worker. They
generally involve determination of a substantive dispute by way of conciliation and/or arbitration

* minor statutory claims (Part Xll applications), which are claims for interim relief usually to
do with weekly payments, up to 12 weeks in duration or up to five per cent of the prescribed
amount for statutory expenses

« common law claims for injuries under the 1993 Scheme (occurring prior to 14 November 2005),
which involve complex determination of degree of disability under the 1993 Scheme. Such a
determination is required prior to any pursuit by a worker in a relevant civil court of a claim of
negligence.

Notes

In previous years, KPI 1.4(3) reported the percentage of 1993 scheme common law applications
closed within 52 weeks of being received, with a target of 50 per cent.

In February 2011, the WorkCover WA Board approved changes to the description and target for
KPI 1.4(3) to reflect the small number of new applications under the 1993 common law scheme.

As most existing applications are complex matters with durations already in excess of 52 weeks,
the 50 per cent target is no longer relevant or achievable. As the focus of the DRD in relation to
these applications is on reducing or eliminating the backlog of open applications, a KPI based on
the actual number of applications resolved is the most appropriate indicator of performance.

The 2010/11 target was determined after analysis of the number and complexity of open
applications. This was accompanied by the retrospective provision of actual numbers of 1993
scheme common law disputes resolved in 52 weeks or under for the previous years’ reporting, to
enable a comparison.
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Analysis

Part Xl Applications

The current reporting period resulted in 75 per cent of Part XI applications being resolved within
the 26-week benchmark, a 25 per cent improvement on the previous year.

Much of this improvement is attributed to full staffing levels over the year, more active case
management as a result of changes to the DRD Rules and improvements in administrative
processes.

Part Xll Applications

In 2009/10, 587 Part XlI applications were resolved. In 2010/11, a total of 744 Part Xll applications
were resolved, an increase of 157 or approximately 27 per cent on the previous year. The DRD’s
ability to continue to meet the target of 90 per cent resolution within five days of referral to an
Arbitrator is primarily due to these matters:

* usually being determined on the papers
* notinvolving formal hearings

* having no requirement for written decisions.

Common Law Applications

Common law matters under the 1993 scheme relate to injuries which occurred prior to 14
November 2005 and are by their nature complex.

There is a diminishing number of common law matters managed under the 1993 scheme. This is
due to the resolution of existing matters and decreased number of new applications each year. As
fewer new applications are lodged, an increasing proportion of the remaining claims are likely to
be difficult to resolve within the existing target of 50 per cent within 52 weeks.

Accordingly this description and target for this KPIl has changed from a percentage figure to an
absolute number.

The target for 2010/11 is 10 disputes resolved in less than 52 weeks from the date of receipt.
Twelve matters were resolved by the 52-week benchmark.

A total of 35 matters were resolved by formal determination of an Arbitrator, of which 12 were
resolved within the 52-week benchmark.

Of the 12 matters resolved, four were lodged within the same reporting period with the remaining
eight being lodged previously.

In 2010/11, 18 new applications were received as compared to 45 for the previous year. This
demonstrates the continued decreasing number of applications lodged under the 1993 scheme.
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Disclosures and Legal Compliance

Key Performance Indicators of Efficiency
Indicator 2.1 Average weighted cost ($) per regulation activity

2007/08 2008/09 2009/10 2010/11 2010/11
Target

Average weighted cost ($) per regulation $153 $152 $193 $166 $202
activity
Description

This indicator measures regulation activities that ensure workers’ compensation participants are
educated about and comply with legislative requirements and standards including:

+ initial accreditations

» subsequent reviews and monitoring

» compliance inspections

* policy cancellations

» information, education, training and advice
* prosecutions.

The target is the average cost of regulation activity based on the average of the past three
financial years.

Figure 16: Average weighted cost per regulation activity 2007/08 to 2010/11

5250

$200 —

/ B Target _4  pvera
ge
5150 * weighted cost($)

perregulation
activity

5100

550

so T I 1
2007/2008 2008/2009 2009/2010 2010/2011

WorkCover WA Annual Report 2010/11 -



Analysis

The average weighted cost per regulation activity was 21.7 per cent higher than the target for
2010/2011. This was primarily due to a significant decrease in the number of ‘regulatory activities’
due to the decommissioning of a workers’ compensation questionnaire in the 2009/10 financial
year. This was a very low cost but high volume activity that comprised 42 per cent of the outputs
for this KPI.

Additionally, with total costs allocated over two efficiency indicators, the KPIs can be subject

to greater volatility when allocating overhead costs and other costs associated with strategic
initiatives. This year Regulatory Services has undertaken a number of strategic initiatives which
will result in a more sustainable and efficient service.

A reduction in the total number of enquiries and number of audiometric test results received from
Indian Ocean Territories has also contributed to a higher than anticipated result. To improve
performance in these areas, Regulatory Services will be undertaking a compliance visit to the
Indian Ocean Territories in 2011/12. The visit will focus on increasing awareness of rights and
obligations and on compliance activities with employers.

The Regulatory Services Division will also undertake a performance analysis of inbound calls to its
advisory service using queuing models to improve the number of enquiries processed.
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Disclosures and Legal Compliance

Indicator 2.2 Average weighted cost to resolve disputes
2007/08 2008/09 2009/10 2010/11 2010/11

Target

1) Average weighted cost ($) to resolve a:

a) Part XI dispute $4,567 $4,109 $4,594 $4,726 $4,573
b) Part XII dispute $826 $721 $758 $976 $809
¢) Common law application relating to an $3,112 $4,627 $3,404 $3,699 $3,668
injury occurring prior to 14 November 2005

2) Average weighted cost ($) to process a $370 $327 $332 $442 $332

Memorandum of Agreement

Description

These measures provide a breakdown of the weighted cost of resolving a dispute across the three
different processes managed by the Dispute Resolution Directorate (DRD), namely the resolution
of Part Xl and Part XII applications and common law claims for injuries under the 1993 Scheme
(see explanations in KPI 1.4, p.99).

The weighted cost to process each memorandum of agreement and deed is also provided under
KPI1 2.2.

The average weighted costs are calculated by determining the amount of resources as a
percentage of staff input associated with the processing of each application type. Factors such as
time, resourcing, costs and number of processed applications are considered in determining the
weightings applied.

For example, Part XI applications are far more resource intensive than Part Xll applications and
therefore the expense per resolution is much greater.

The 2010/11 targets for each application type have been adjusted to include the movement in the
Consumer Price Index (CPI) as indicated from the Department of Treasury and Finance economic
forecasts for 2010/11.

Figure 17: Average weighted cost ($) to resolve a common law application relating to an
injury occurring prior to 14 November 2005
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Figure 18: Average weighted cost ($) to process a Memorandum of Agreement
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Analysis

Targets for the average weighted cost of resolving disputes were met for the current reporting
period. On a yearly basis, the reported figures for the weighted costs of each activity rise and fall
in line with increases and decreases in the number of new applications received and subsequently
resolved.

For 2010/11, there was an increase in the number of resolved statutory disputes and a decrease in
the number of common law disputes resolved:

» the number of Part Xl disputes resolved increased from 1,066 to 1,078
» Part XII disputes increased from 587 to 744
» the resolution of common law disputes was down from 43 in 2009/10 to 12 in 2010/11

» there was a decrease in the number of agreements registered in 2010/11 (4,913 in 2009/10
compared with 4,683 in 2010/11).
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Ministerial Directives
No Ministerial directives were received during the financial year.

Other Financial Disclosures

Capital Works Projects
Capital Projects Completed

WorkCover WA commenced a new project in January 2011 to replace the existing Financial
Management Information System (FMIS). The new FMIS will improve budgeting and financial
reporting processes and was commissioned successfully on 1 July 2011.

As part of the Information Technology Infrastructure Replacement Program, new servers and
storage backup solutions were implemented to replace and improve obsolete equipment.

Employment and Industrial Relations

Employees at WorkCover WA are employed under the provisions of the Public Service Award
1992 and the Public Service General Agreement 2008.

Staff Profile

For 2010/11, WorkCover WA had an approved budgeted FTE of 148.5 full-time equivalent
employees.

Table 8: Employee occupancy at 30 June 2011

Employment type 2009/10 2010/11
Full-time permanent 126.00 120
Full-time contract 14.00 16
Part-time measured on an FTE basis 8.68 11.95
Total 148.68 147.95
Staff on secondment 5 4
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Staff Development

WorkCover WA remains committed to the continued development of its employees. During
2010/11, a Workforce Capability Framework was introduced to better integrate the staff
development initiatives available to employees that encompass:

* induction

* succession management

+ performance development agreements
* leadership

* coaching

* on-the-job competencies plans.

On-the-job competencies plans form the basis for identifying current competency and knowledge
requirements for existing staff to perform their roles. A number of subject experts were identified
across the agency as those knowledge experts who could provide advice and guidance on the
agency’s business activities and policies and procedures.

Through the performance management process, training requirements are identified and
incorporated into training programs offered to staff.

In 2010/11, WorkCover WA employees received 1,983 hours of in-house and external training. The
key focus for training in 2010/11 centred around:

* accountable and ethical decision making
* occupational safety and health (OSH) for managers and supervisors

* leadership training modelled on the Public Sector Commission’s Leadership Capability
Framework.

Workers’ Compensation

In 2010/11, one new workers’ compensation claim was recorded by the agency. This compares
with no workers’ compensation claims recorded in 2009/10.

“l wish to bring to your attention the competent
and courteous manner your Advisory staff

\ answered my questions about my workers’

compensation settlement issues and entitlements.
They displayed a thorough knowledge of the
legislation and regulations.”
CUSTOMER FEEDBACK 2010/11
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Governance Disclosures

The Board’s corporate governance arrangements ensure transparency in decision making and
operation, as well as accountability to stakeholders by promoting strong leadership, sound
management and effective planning and review.

WorkCover WA has structures and processes in place to ensure it is:
+ effective in meeting its policy objectives

» efficient in its operations

+ accountable for its decisions

+ compliant with relevant acts and regulations.

WorkCover WA aims to achieve high standards in corporate governance to assure the State
Government, stakeholders and the community it is fulfilling its responsibilities and meeting
expectations with due diligence and accountability.

The Board’s governance responsibilities include:
» setting strategic direction

» establishing goals for the agency and monitoring achievement against those goals to optimise
the agency’s performance

* ensuring compliance with statutory requirements

» approving Corporate Executive recommendations

* making recommendations to the Minister where appropriate
» giving effect to Ministerial directives

* managing strategic risk.

Conflicts of Interest

In accordance with Treasurer’s Instruction 903 (14) (iii), senior officers declared any interest they
held in existing or proposed contracts with WorkCover WA.

Board member Mr Brian Bradley is the Director General of the Department of Commerce.

In 2010/11, Mr Bradley declared that he is the Director General of the Department that includes
WorkSafe. WorkCover WA funds the ThinkSafe prevention program managed by WorkSafe.

Remuneration

In accordance with section 99(2) of the Act, the Chairman and Board members are entitled to be
paid such fees and allowances as may be fixed by the Minister on the recommendation of the
Minister for Public Sector Management.

For the 2010/11 financial year, the Minister fixed the remuneration at $27,300 per annum for the
Chairman and $13,700 per annum for Board members.

In accordance with government policy, Board members who are public service officers are not
entitled to payment.

WorkCover WA Annual Report 2010/11 107



Directors’ and Officers’ Liability Insurance

Directors’ and officers’ liability insurance covers the personal liability for damages and defence
costs of insured persons in the event that action is taken against them for breaches of duty.
WorkCover WA holds a directors’ and officers’ liability insurance policy covering the members of
the former Workers’ Compensation and Rehabilitation Commission and WorkCover WA Board
members. The policy is placed through the State Government’s insurer and is renewed annually.
The limit of liability on the policy is $20 million, which is in line with the accepted industry standard.

The total premium for the insurance policy, effective from 16 May 2010 to 16 May 2011, was
$20,091.50 and, in accordance with the Board’s policy, members of the Board and the Corporate
Executive made individual contributions towards the total premium.

Committees

To contribute to the effectiveness of the WorkCover WA Board and to meet specific legislative
responsibilities, an Audit Committee, Costs Committee and Medical Committee are established.
Governance issues are now included as a standing item at Board meetings.

As part of their governance practices these committees have formal documented Terms of
Reference, an appointed Chairman who is also a Board member, committee members with the
expertise most relevant to dealing with the issues, a mechanism for regular feedback to the Board,
transparency on committee activities and appropriate administrative support.

Audit Committee

The Audit Committee provides independent assurance and assistance to the Board on WorkCover
WA's risk, control and compliance framework and its external accountability responsibilities. The
Committee reviews the strategic and annual internal audit plans, monitors the progress of audit
recommendations, and provides stewardship by promoting discussion with internal and external
auditors ensuring effective systems and policies are in place.

Table 9: Audit Committee membership and attendance

Member No. of meetings No. of meetings

eligible to attend attended

7 7
7 7
7 7
7 7

Mrs Victoria Wilmot (Chair)
Mr Greg Joyce

Mr Brian Bradley

Ms Michelle Reynolds

Medical Committee

The Medical Committee is an advisory committee established under section 100A of the Act.
The Committee provides guidance on matters of a medical nature within the Western Australian
workers’ compensation scheme and advises the Board on medical matters, such as:

» the WorkCover WA Guides for the Evaluation of Permanent Impairment

+ the criteria for designation and monitoring of approved medical specialists providing impairment
assessments

» the role of approved medical specialists within the scheme.
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Table 10: Medical Committee membership and attendance

Member No. of meetings No. of meetings
eligible to attend attended
Ms Michelle Reynolds (Chair)
Ms Lisa Biglin
Dr Marcus Adonis
Dr Heather Campbell

Dr Alan Home
Mr Barrie Slinger
Dr Neil Ozanne
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Costs Committee

The Costs Committee is an independent committee, reporting directly to the Minister for
Commerce, established under section 269 of the Act. The Committee is empowered under section
271 of the Act to make, amend or revoke a determination fixing maximum costs for legal services
and registered agent services provided by WorkCover WA's Dispute Resolution Directorate.

The Costs Committee last met in 2007, with the Workers’ Compensation (Legal Practitioners and
Registered Agents) Costs Determination 2007 coming into effect from 14 November 2007.

Industrial Disease Medical Panel

The Industrial Disease Medical Panel (Medical Panel) was established to determine the
questions prescribed in sections 38 and 93D of the Act. All claims for compensation in relation to
pneumoconiosis, mesothelioma and lung cancer are referred to the panel for determination as to
whether the worker is or was suffering from the prescribed diseases, the extent of the disability
caused by the disease and a number of other related questions.

The medical panel comprises physicians who specialise in diseases of the chest or occupational
disease. The medical panel operates independently, with WorkCover WA providing administrative
support and funding only.

In 2010/11, the panel convened on 24 occasions and made 44 determinations.
Most determinations were associated with asbestos exposure at work.
Table 11: 2010/11 Panel Members

Chairman (rotating) Members

 DrKC Wan * Dr D Bucens

* Dr E Gabbay ¢ Dr M Musk

« Dr MK Tandon * DrAE Tribe

* Dr Q Summers * Dr P Psaila-Savona
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Table 12: Number of determinations where disease is present with a level of impairment >0%

2008/09
Pneumoconiosis 19
Mesothelioma 21
Lung cancer 6
Sub total 46
Determinations where disease not present or disease
present but a 0% level of impairment 4
Total 50
Table 13: Number of applications
2008/09
New 45
Reviewed 9
Total 50

2009/10
18
22
6
46

0
46

2009/10
40
6
46

2010/11

2010/11

g
21
5
35

9
44

38
6
44
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Other Legal Requirements

Advertising

Section 175ZE of the Electoral Act 1907 requires the publication of the details of certain classes
of expenditure in an agency’s annual report. Below is a statement of expenditure for the 2010/11
financial year.

Table 14: Advertising expenditure 2010/11

Expenditure ($) Organisation

Advertising agencies 19,808.33 AdCorp Australia Limited

Direct mail organisations 762.36 Lasermail Pty Ltd

Market research organisations Nil

Media advertising organisations 4,580.73 Medical Forum Magazine T/As Healthbooks
961.49 AdCorp Australia Limited

Polling organisations Nil

Total 26,112.91

Disability Access and Inclusion Plan
Outcomes

In 2010/11, WorkCover WA developed and implemented a new Disability Access and Inclusion
Plan (DAIP) which outlines how the agency contributes to an accessible and inclusive community
for people with disabilities, their families and carers. These include ensuring that, in their
interaction with WorkCover WA, people with disabilities:

* have the same opportunities as other people to access to WorkCover WA services and events
* have the same opportunities as other people to access the buildings and other facilities

* receive information in a format that will enable them to access the information as readily as
other people

» receive the same level and quality of service from the staff
* have the same opportunities as other people to make complaints
* have the same opportunities as other people to participate in any public consultation.

Features of the new DAIP include raising staff awareness of disability access and inclusion
through online learning and the induction program and identifying facilities improvement to better
ensure access to WorkCover WA services for clients and staff.

As part of the new plan, WorkCover WA:

* made access improvements to the WorkCover WA building, including additional ACROD
signage throughout the premises

» ensured information about functions, facilities and services were provided in formats that meet
the communication needs of people with disabilities, including alternative formats upon request.
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Compliance with Public Sector Standards and Ethical Codes

WorkCover WA uses policies, procedures and guidelines to ensure agency obligations prescribed
within the Public Sector Standards (Human Resource Management), the WA Public Sector Code
of Ethics and WorkCover WA Code of Conduct are met. These policies and supporting guidelines
are available to all staff via the WorkCover WA intranet.

In 2010/11, there were two breaches of standard claims against the Recruitment, Selection
and Appointment Standard. Both these claims were referred to the Office of the Public Sector
Standards Commissioner (OPSSC) and were dismissed as the investigations determined the
selection processes undertaken did not breach the standard.

During the same reporting period, no breaches of standard claim against the Grievance Resolution
Standard were received.

There were no claims lodged in 2010/11 relating to the WA Public Sector Code of Ethics or the
WorkCover WA Code of Conduct.

WorkCover WA's compliance against Public Sector Standards (Recruitment, Selection and
Appointment Standard) was assessed by an independent auditor. The findings of this audit
indicated WorkCover WA was compliant with the Standards.

In addition, WorkCover WA completed the Office of Public Sector Standards (OPSSC) annual
agency survey in July 2010 and conducted its own survey which examined staff’s understanding of
the Standards. Survey results rated staff understanding as “reasonably high”.

In response to PSC Circular 2009-03 — Training on Accountable and Ethical Decision Making in
the Western Australian Public Sector, new and existing staff undertook training that provided them
with an understanding of their obligations and responsibilities as public sector officers. At 30 June
2011, 92 per cent of staff had completed the training.

All transactions completed within WorkCover WA under the Public Sector Standards (Human
Resources Management) are quality assured by human resources staff to ensure compliance.
Checklists and procedures facilitate this process.
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Recordkeeping Plan

One of the requirements of the State Records Act 2000 is for government agencies to have a
recordkeeping plan in place, outlining how records are managed within the organisation and including
details of the agency’s recordkeeping systems, disposal arrangements, policies and practices.

WorkCover WA is required to demonstrate the agency and its employees are complying with the
plan by providing evidence in the four key areas:

1. The efficiency and effectiveness of the organisation’s recordkeeping systems is
evaluated no less than once every five years.

The State Records Commission approved WorkCover WA's Recordkeeping Plan in October
2009 for a period of five years. The next review of the plan is due in 2014. Relevant policies
have also been reviewed.

2. The organisation conducts a recordkeeping training program.

At WorkCover WA, recordkeeping training is compulsory for all staff and associated statistics
are reported quarterly to the Corporate Executive. In 2010/11, Corporate Information raised
awareness of the online recordkeeping training program and encouraged all new and existing
staff to complete the course. This resulted in more than 85 per cent of staff within the agency
completing the course.

3. The efficiency and effectiveness of the organisation’s recordkeeping training program is
reviewed from time to time.

The online Records Management training module within the agency’s induction program has
been revised and updated in the past financial year. Training initiatives are reviewed regularly
to ensure the information provided to WorkCover WA staff is meeting their requirements and
complies with relevant legislation and standards.

4. The organisation’s induction program addresses employee roles and responsibilities in
regard to their compliance with the organisation’s recordkeeping plan.

Records management is a mandatory component of the WorkCover WA induction program.
Supplementary to online induction, one-on-one sessions are conducted monthly with new
employees and provide an overview of employees’ records management responsibilities.
Recordkeeping information, policies and procedures are also available on the intranet for staff
use. The effectiveness of the induction program is reviewed to ensure compliance with the
Recordkeeping Plan and the State Records Act 2000.

A WorkCover WA’s records room.
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Government Policy Requirements

Occupational Safety, Health and Injury Management

WorkCover WA is committed to ensuring its employees are able to perform their duties in a safe
working environment. The Occupational Safety and Health (OSH) Committee examines issues
affecting the health and wellbeing of staff and develops and implements strategies that prevent
workplace accidents and injuries. The OSH Committee meets quarterly to discuss and resolve
OSH issues, and review hazard and incident reports.

Management of workplace injuries and rehabilitation solutions are undertaken in accordance with
the provisions of the Workers’ Compensation and Injury Management Act 1981.

During 2010/2011, a number of new OSH initiatives were undertaken, including the development
and implementation of online training for managers and supervisors, the implementation of an
OSH Management Plan, the development of an OSH Risk Register, the election and training of
new OSH representatives, selection and training of new first aid officers and the enhancement
of the agency’s existing Hazard and Incident Management system and reporting process to the
Corporate Executive.

An internal audit of the agency’s OSH system indicated the work undertaken by WorkCover

WA during 2010/2011 has the agency well placed to meet its OSH statutory obligations and the
systems are in place to provide a safe work environment for staff. The audit also highlighted some
areas for improvement including the:

* review of the agency OSH risk register
* review of OSH procurement processes
» enhancement of WorkCover WA's approach to OSH management systems.

The OSH and injury management policies and practices are advertised regularly and promoted
across the organisation through the use of intranet articles, posters/signage and training
opportunities.

Table 15: Workers’ compensation and injury management for WorkCover WA employees

2009/10 2010/11 2010/11
Target

Number of fatalities 0 0 0
Lost-time injury/disease incidence rate 0 0 0.67*
Lost-time injury/disease severity rate 0 0 0
Percentage of injured workers returned to work

within 28 weeks 100% 100% 100%
Percentage of managers trained in occupational

safety, health and injury management 78% >=50% 82%

responsibilities

*The lost-time injury/disease incidence rate is the number of lost-time injuries/diseases where one
day/shift or more was lost in the financial year per 100 employees.
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Substantive Equality

WorkCover WA is committed to the goals of substantive equality in achieving equitable outcomes
as well as equal opportunity, making sure all people are treated with fairness, dignity and respect.

During 2010/11, WorkCover WA continued to implement its Equal Employment Opportunity Plan
2010-2013, which seeks to ensure the agency’s policies, procedures and actions reflect and value
the social and cultural diversity within the agency and the community it serves.

Initiatives included:

» developing an online induction system with modules focusing on staff awareness of substantive
equality, including highlighting the agency’s stance against racial and sexual harassment

« amending its job advertising process to encourage applicants from traditionally disadvantaged
groups, specifically Aboriginal people, to apply for positions. All WorkCover WA positions are
now advertised on the Indigenous Jobs Australia website and all advertisements include a
substantive equality statement

» continuing its Aboriginal traineeship program to help increase the representation of youth and
Aboriginal Australians in the agency’s workforce. Two trainees completed a Certificate Il in
Business

» reporting to the Corporate Executive on programs against the Equal Employment Opportunity
Plan.

WorkCover WA Annual Report 2010/11



	Independent Audit Opinion
	
Financial Statements
	Additional Key Performance Indicator Information
	Key Performance Indicators of Effectiveness
	Key Performance Indicators of Efficiency

	Ministerial Directives
	Other Financial Disclosures
	Capital Works Projects
	Employment and Industrial Relations

	Governance Disclosures
	Conflicts of Interest
	Remuneration
	Directors’ and Officers’ Liability Insurance
	Committees

	Other Legal Requirements
	Advertising
	Disability Access and Inclusion Plan
	Compliance with Public Sector Standards and Ethical Codes
	Recordkeeping Plan

	Government Policy Requirements
	Occupational Safety, Health and Injury Management
	Substantive Equality




