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[Mr. MacDonald in the chair]

The Chair: Good morning, everyone. My name is Hugh Mac-
Donald, and I would like to call this Standing Committee on Pub-
lic Accounts to order, please. I would welcome everyone in attend-
ance. Please note that the meeting is recorded by Hansard, and the
audio is streamed live on the Internet.

We will now go around and introduce ourselves for the benefit
of those in attendance and for the public record. Perhaps we could
start with the hon. Member for Red Deer-South.

Mr. Dallas: Good morning. Cal Dallas from Red Deer-South.

Mr. Vandermeer: Good morning. Tony Vandermeer from
Edmonton-Beverly-Clareview.

Mr. Chase: Good morning. Harry Chase, Calgary-Varsity.

Mr. Brunsch: Good morning. Dieter Brunsch with the Alberta
Workers’ Compensation Board.

Mr. Helmhold: Good morning. Ron Helmhold with the Alberta
Workers’ Compensation Board.

Mr. Carpenter: David Carpenter, chair, Alberta WCB.

Mr. Kerr: Guy Kerr, president of the Workers’” Compensation
Board, Alberta.

Mr. Gallace: Good morning. Dom Gallace, office of the Auditor
General of Alberta.

Mr. Dumont: Good morning. Jeff Dumont, Assistant Auditor
General

Mr. Saher: Merwan Saher, Auditor General.
Mr. Sittler: Jeff Sittler with the Auditor General’s office.

Mr. Sandhu: Good morning. Peter Sandhu, MLA, Edmonton-
Manning.

Mr. Allred: Ken Allred, St. Albert.

Ms Rempel: Jody Rempel, committee clerk, Legislative Assem-
bly Office.

Dr. Massolin: Good morning. Philip Massolin, committee re-
search co-ordinator, Legislative Assembly Office.

The Chair: The chair would like to welcome and recognize Mr.
Dave Rodney, who is joining us by phone from Calgary, I believe.

Mr. Rodney: That’s right. Calgary-Lougheed. Dave Rodney here,
reporting and ready for duty, sir.

The Chair: Okay. I’'m glad to hear that.

May I have approval of the agenda that was circulated? Moved
by Mr. Sandhu that the agenda for the meeting of May 18, 2011,
be approved as distributed. All in favour? Thank you.

Approval of the minutes that were circulated, please, for the
May 11, 2011, meeting. Moved by Mr. Chase that the minutes for
the May 11, 2011, Standing Committee on Public Accounts be
approved as distributed. All in favour?

Mr. Rodney: And Rodney agrees as well.

The Chair: Thank you. And, of course, we appreciate that, Mr.
Rodney.

The chair would like to welcome Mr. Fawcett this morning. Mr.
Fawcett has documentation, and we appreciate your substitution
and your interest in this matter this morning, sir.

Mr. Fawcett: Hello. I’m on the committee anyway.
The Chair: We got a letter, and we didn’t need it.
Mr. Fawcett: Yes.

The Chair: That’s just great.

Okay. We have our meeting this morning, of course, with offi-
cials from the Workers” Compensation Board. I would like to just
say right off the start that I appreciated your phone call, Mr. Kerr,
and we’re really glad you could come, and we appreciate your co-
operation. Thank you.

Now, this morning we’re going to be dealing with the Auditor
General’s reports of October 2010 and April 2011, the Employ-
ment and Immigration annual report of 2009-10, and the most
recent financial information available from Workers’ Compensa-
tion Board, which includes their 2009 annual report and other
related materials available through their website. I would remind
everyone of the briefing material prepared for the committee by
the LAO research staff, and again we appreciate that.

Now I would invite Mr. Carpenter and Mr. Kerr to make brief
opening statements on behalf of the Workers’ Compensation
Board. Thank you.

Mr. Carpenter: Thank you very much, Mr. Chairman, members
of the committee. Thank you so much for inviting us to talk about
WCB Alberta’s operations. However, because 2010 results have
not yet been released, much of the information you receive today
will relate to 2009 results although publicly accessible data for
2010 may also be supplied.

We welcome this opportunity to discuss these results with you
and to answer any questions you have about the organization. My
name is David Carpenter, and I’m chair of the 10-member board
of directors. I'm joined today by Guy Kerr, WCB president and
CEO; Ron Helmhold, WCB’s chief financial officer; and Dieter
Brunsch, vice-president of customer service and risk management.
I’ll share a high-level view of the organization and the workers’
compensation system itself from the point of view of the appoint-
ed board of directors. Then I’ll turn the presentation over to Guy
to highlight the organization’s corporate performance.

WCB provides no-fault disability insurance for workers at a fair
cost to employers. It is fully funded by employer premiums and
operates at arm’s length from the provincial government. The
board is the neutral and independent administrator of workers’
compensation insurance for the province and provides coverage at
one of the highest rates of compensation in the country at the low-
est average premium rate.

The board’s vision is Albertans working in a safe, healthy, and
strong Alberta. In pursuit of this vision for Alberta’s workers the
organization is accountable for its performance directly to our
board. In our oversight role we employ a governance model
grounded in our core beliefs that the organization must be finan-
cially secure; that people must be treated with dignity; that com-
munication must be open, honest, timely, and defined; there must
be a fair and equitable compensation of workers; there needs to be
a fair assessment of employers; and that a healthy, energized, in-
formed staff enables the organization to be effective and agile. We
adhere to these beliefs to ensure the organization remains true to
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its mandate and that the health of the system is protected. We hold
WCB accountable for achieving a system that is balanced and fair.

Today’s discussion of the 2009 corporate results will demon-
strate why, on behalf of the board of directors, I can say with con-
fidence that Alberta’s system is stable and that it is one of the
most effective in Canada. The results we discussed today have
been reviewed by the Auditor General, Merwan Saher, who has
issued an unqualified audit opinion on WCB’s 2009 financial
statements.

Now I am going ask Guy to give you highlights of WCB’s
operations and 2009 results.

Mr. Kerr: Thanks, David. Good morning, everyone. Over the last
few years we have managed through an unpredictable economic
climate but have maintained stability for both worker benefits and
employer premiums while keeping our focus on fairness. In our
2009 employee survey 95 per cent of employees said that they
understood how their objectives aligned with our corporate objec-
tives, and I think their efforts show their commitment. What mat-
ters most to us is helping injured workers get back to work safely
and appropriately through compensation and rehabilitation support
while also supporting employers to create safe workplaces and
practise good disability management. When we do all these things,
the result is a balanced and stable system that serves both workers
and employers.

One of the stats in the presentation was about return to work,
and I share this statistic with you because it’s so important that we
keep this in mind. One of the reasons we have such a commitment
to return to work is that the research is clear that the longer a
worker is off the job, the less likely that he or she will ever return
to work, and that’s not really an acceptable outcome. We know we
can do better, and we work hard to achieve positive outcomes for
our clients.

In this province workers are strong and determined. Overall in
2009 93 per cent of workers returned to work with their employer
or a new employer. This happens because the goals of all stake-
holders are aligned. An employer without workers can’t run a
business, and a worker without an employer cannot feed his or her
family. We want them both to succeed.

The year 2009 was a lagging economy, and it offered fewer
return-to-work opportunities. That impacted the average length of
time a worker was off the job. Most cases are of short duration,
but some last months or even years. We look at the average time a
worker is off the job, and for the first time since 2002 we saw that
number rise. Perseverance from workers, the important involve-
ment of employers determined to help them, and the timely inter-
ventions from WCB helped open many opportunities that might
otherwise have been missed.

Fairness is an essential component of our focus on return to
work. There are some statistics in the presentation that showed
you some of the data on how our stakeholders view how we’re
doing. We believe the right claim and benefit decisions lead to the
best outcome, so we focus on making fair decisions based on poli-
cy and legislation and writing strong case plans that map out the
expected course of a claim in a clear, timely, and consistent man-
ner. Our client feedback confirms we’re focusing on the right di-
rection.

As you can see in the chart, the satisfaction rates are in the 80
and 90 per cent range. Developing a good plan that a worker can
understand leads to return-to-work success. We think these meas-
ures are important. Although our clients may not always agree
with our decisions, fairness does not mean that you always get
what you want, but you get a fair hearing, an impartial decision,
and the benefits you’re entitled to under the Workers’

Compensation Act. We’re the neutral administrators of the act. It
is vital to us that our clients understand why we’ve made the
decisions we’ve made. If they do not agree with the decision, there
is a multiple-level appeal process to allow workers and employers
to question decisions and at the final level have a completely
independent review of their decisions.

8:40

Appeals are one way we monitor fairness and accountability,
and the results have been encouraging about that. You have a slide
that shows those trends. In addition, we ask our clients what they
think. Through an independent company we measure overall satis-
faction of workers and employers, and these satisfaction levels
remain consistently high.

Employer premiums are set to support insurance principles
while encouraging accountability for safety and disability man-
agement. One of the tables in there, I think, is one of my favourite
tables because it shows the difference between what a good per-
former can do and what somebody who isn’t doing a good job on
safety and disability management does. You can see that this table
shows how pricing programs impact good performers and poor
performers. Our partnerships in injury reduction program provides
direct financial incentives to employers who make a difference in
their workplaces. In this case a good employer receives a signifi-
cant discount. The poor performers, on the other hand, can pay up
to a 200 per cent surcharge, like the example we show you here.
This means a really big hit to their bottom line for their poor
safety performance.

To ensure we are spending employers’ premiums responsibly,
we work hard to manage costs within our control and to maintain
rate stability. We have limited control over many costs, for exam-
ple wage inflation, but we make every effort to manage costs that
we can control such as administration. There is a chart in there
that talks about WCB’s administration costs compared to the rest
of the country. Inflation is a challenge for us, but we keep pushing
back. By being innovative we maintain the lowest ratio adminis-
tration costs in the country.

Overall, the WCB reported strong financial results for 2009,
largely driven by the sharp recovery in the global financial mar-
kets, that significantly improved our operating results and im-
proved our funding position. Our goal is to be financially stable,
and that means having stable and predictable premium rates, hav-
ing a reserve set aside to meet our obligation to workers, and
making sure we stay fully funded. By law we have to be fully
funded at all times.

By policy we set an even higher standard to protect worker
benefits in the long term and to provide stable rates for employers.
Our funded position is set to be between 114 and 128 per cent, and
it is a measure of our total assets minus our total liabilities, or our
obligation to injured workers. Our funding level at the end of 2009
was just over 128 per cent, and it continued to stay healthy in
2010.

In conclusion, I think we have the right programs and partner-
ships in place to be successful. The proof is in our results. We are
here for the long term, guided by our beliefs and values, that
David talked about, and determined to always look for ways to do
things better and more efficiently. Our focus on return to work
remains unchanged, and this focus has helped us maintain one of
Canada’s most stable and strongly funded systems. We will con-
tinue to do everything we can to help Alberta’s injured workers
get back to the job.

Thanks for the opportunity to come here today, and we’d be
delighted now to answer any questions you have.
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The Chair: Thank you.
Mr. Saher, do you have anything to add at this time?

Mr. Saher: Yes. Thank you, Mr. Chairman. Jeff Dumont will
make some comments.

Mr. Dumont: Mr. Chairman, for WCB’s fiscal year ended
December 31, 2009, we completed two engagements. These in-
cluded our audit of the financial statements included in the WCB
annual report and a review of 13 of the 26 measures included in
WCB’s 2009 accountability framework supplemental measures
report. Our reports in both cases were unqualified.

On page 97 of our April 2011 report we had two outstanding
recommendations related to information security controls. We
have since assessed both of these recommendations as imple-
mented, and they will be reported as such in our next public re-
port. Therefore, currently we don’t have any outstanding recom-
mendations to WCB.

On page 96 of our April 2011 report we also include an out-
standing recommendation to the Department of Employment and
Immigration to improve its systems to issue certificates of recog-
nition. The WCB is a key partner in the certifications of recogni-
tion program as the certificate is a requisite for receiving a part-
ners in injury reduction rebate on the employer’s WCB premiums.
The WCB also supplies the department with information to accu-
rately report workplace safety data to the public.

We would be pleased to answer any questions that the commit-
tee may have.

The Chair: Thank you very much.

We will get directly to questions, but the chair would like to
welcome Mr. Anderson and Mr. Mason this morning.

We will proceed to questions now. Mr. Chase, followed by Mr.
Dallas.

Mr. Chase: Thank you. Just very quickly in overview, the major-
ity of the casework in my constituency office and, I would antic-
ipate, in a number of constituency offices has to do with
communications with the Workers’ Compensation Board. It’s an
ongoing source of frustration both for us in our office and for the
constituents and clients we serve. Part of the problem is the geo-
graphic distancing, where individuals who represent or are the
caseworkers have never seen the individual that they’re working
with, and that distance adds to the problem with communication.
One of my suggestions would be to assign people locally so that
they can have that face-to-face, that personal interaction, that, to
me, is key.

Taking frustration to a higher level, a hostage crisis. On October
21, 2009, a man with a rifle, a frustrated WCB claimant, walked
into the WCB building across the road, fired a shot into a wall,
and took nine people hostage. The crisis ended nearly 10 hours
later, fortunately with no injuries. The following June the WCB
put out an RFP for new security measures, including a lockdown
system, card readers on all doors, enhanced security cameras,
ballistic protection, et cetera. The 2009 incident was not an iso-
lated incident, and this was not the first security upgrade. In the
1990s there were at least five separate violent incidents, including
a hostage-taking at the Calgary office, and Edmonton has had
protests and a bomb scare.

I think everyone here would sympathize with employees
providing services to people in distress, but given that this indi-
vidual was found fit to stand trial, can you explain what it is about
the WCB that drives normal people to violence?

Mr. Kerr: Well, you know, this was one fellow, and I think it
would be . . .

Mr. Fawcett: That’s out of order, Mr. Chair, that question.

Mr. Rodney: I’'m sorry, Mr. Chair. It’s Deputy Chair Dave Rod-
ney here. I just want to caution that the rule of our committee,
indeed, is to look at the numbers from last year only. This is not to
deal with policies past, present, or future or any individual cases. |
am very happy to see the WCB here today, but their role is to an-
swer questions having to do only with last year’s numbers, so I
just caution all members of the committee and would like the
WCB representatives to confine their comments and answers to
questions on last year’s numbers only, please, and thanks.

The Chair: Okay. I can understand that.

Certainly, the question as I heard it, Mr. Chase, I would have to
agree with Mr. Rodney.

We’re moving on to Mr. Dallas, please.

Mr. Dallas: Thanks, Mr. Chair. I’'m going to start by looking at
page 73, which is statements of operations, the second line in the
revenue column for 2008 indicating a loss in the investment col-
umn of $421 million. You come back the following year with a
budgeted investment income of $5.7 million and achieve a return
close to $220 million. You talked about the coverage ratio in your
opening comments and, obviously, the need to keep that in a
range, but when I look at those three numbers, there’s a huge vari-
ance there. I wonder if you could speak to the risk mitigation pol-
icy or how you go about establishing a return and how you
attempt to ensure that return so that your budgeted numbers are
close to what you target.

Mr. Kerr: There are really two elements to the revenue we get
each year. The biggest portion is premium revenue that we collect
from employers, and if you look at the long-term history of that,
that’s a fairly stable number. Where we get the variation is from
the investment returns, as you identified.

What we’ve done, especially over the past six or seven years, is
develop a much better understanding of the characteristics of our
assets and how they match up with our liabilities, and our goal is
to make those two work in concert. If you look at our asset mix,
the things that make up our assets, the investments we hold, we’ve
had a substantial shift over the past six or seven years from things
that are potentially higher return but higher risk and more volatile
to things that have lower volatility, more closely match our in-
vestment portfolio, so things like infrastructure, real return bonds,
a higher allocation to bonds. What we’re trying to do is take some
of the variation off the table, which allows us to be more finan-
cially stable. If you contrast us with most other boards across
Canada, our investment mix, our asset mix, would be quite a bit
less volatile — I guess you’d call it more conservative — compared
to theirs. One of the founding principles of our funding and in-
vestment policies is financial stability.

Ron, do you want to add anything to that?

8:50

Mr. Helmhold: Yeah. I think in terms of speaking to the numbers
directly, we have to remember that in 2008 we saw one of the
most severe market events this century in terms of the collapse of
the capital markets. WCB’s portfolio in 2008, which was a minus
15.1 per cent return, was in the top tier in the country of pension
funds and investment funds in terms of mitigating the losses. Sev-
eral of our peers had negative returns in the minus 20 to minus 25
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per cent range. Our mitigation of those losses during that time
speaks to what Guy just spoke of.

In terms of when we set the budget, that was at the end of 2008.
Nobody had anticipated the recovery that took place in the mar-
kets in early 2009, and neither had we, so we budgeted very con-
servatively. We anticipated that a big chunk of the unrealized
losses that we had seen as a result of the collapse would be rea-
lized through our income statement. That did not happen. In fact,
in 2009 we saw a very significant recovery, where our portfolio
returned 13.1 per cent. Over that period of time I think we appro-
priately managed what we saw.

Mr. Dallas: Sure. Mr. Chair, I’ll flip over to page 56 of the same
report, where there is a table that describes the 09 asset mix ver-
sus the policy mix and also a summary that shows that the four-
year rate of return was 2.7 per cent, which is .4 per cent below the
benchmark. As I look at the shift from the actual asset mix to the
long-term mix, it would appear to me that that is in fact going to
be more conservative and will drive down the expected return on
investment, which is already below the target. I wonder if you can
comment on the speed with which you’re moving those asset
classes around to achieve that target mix and if you do in fact see
that the investment return will end up being substantially lower as
a result.

Mr. Helmhold: Keeping in mind that those four-year returns have
been substantially impacted by the severe downturn that we saw in
2008, the minus 15.1 has a very significant impact on that four-
year number that you’ve just cited. In terms of the speed of our
shift we’re actually pretty much there as we speak today in terms
of the shift to a lower mix to equities and a higher proportion to
bonds. Going forward, our expected return is slightly less than
what we would have seen under a 70 per cent equity mix, as an
example, but it’s not significantly less. We’re only talking a few
basis points less. What we’ve done is essentially managed a port-
folio where we expect to receive a similar return but at a lower
volatility, and that’s just through shifting the various asset classes.

Mr. Dallas: Thank you.

The Chair: Thank you.
Just for the record, you manage your own funds; none of this is
handled by AIMCo, correct?

Mr. Helmhold: That is incorrect. Some of our funds are invested
through AIMCo. That would be real estate, infrastructure, and a
portion of fixed income.

Mr. Kerr: The percentage with AIMCo now has been reduced
over the past couple of years. We’ve brought more of it in-house.
It would now be — what? — Ron.

Mr. Helmhold: It would be about 5 to 8 per cent of our funds.

The Chair: Okay. Thank you for that.
Mr. Mason, please, followed by Mr. Allred.

Mr. Mason: Thanks very much. Welcome. I have a question
based on your 2009 annual report, that states on page 21 that “total
claim costs of $704.7 million decreased $266.9 million, or 27.5%,
from the previous year due primarily to actuarial adjustments that
decreased future liability amounts for health care and wage
replacement-related benefits.” It says as well that “effective case
management and the ongoing focus on return-to-work outcomes
continued to produce impressive results on the cost side.” The

total number of claims only fell from 212,555 in 2008 to 202,445
in 2009, or only about 4.7 per cent.

It also goes on to say that a lagging economy presented signifi-
cant return-to-work challenges for injured workers and employers.
My question is: are you cutting people off more than you did, or
are you using more rigorous criteria? The WCB in the past has
been accused of balancing its books by managing caseloads and
changing criteria for removing benefits from workers. I’d like to
know if that’s going on.

Mr. Kerr: A direct answer is: no change to the criteria. We’re
still looking at somebody returning to work when they’re medic-
ally fit to do so. So there’s been no change.

The biggest change you’re seeing there is really from those
actuarial adjustments. When we look at the number of $704 mil-
lion, we need to remember that that is the anticipated future cost
of all the claims that happened in 2009. That’s what we’ve billed
employers for that year. For anybody who’s injured in 2009 all of
the costs in the future — 20, 30, even 50 years — come out of the
money that’s collected that year.

What happened in 2009 was that there were some changes to
actuarial adjustments, so estimates of future costs that impacted
that number. But in terms of the actual ongoing stream of benefits
to injured workers, the amount, the processes, the criteria have not
changed.

Mr. Mason: A supplemental, then. You can correct me if I mis-
understand how this all works. Instead of estimating that some-
body might need benefits for three years, you’re now estimating
that they might need benefits for two years. Is that not — could you
explain it to me a little bit more?

Mr. Kerr: Sure. The big change, this one, came from our external
actuary. An independent third-party actuary looks at anticipated
inflation for the future, and this particular change came from the
actuary’s estimate of the inflation for health care costs. It was
6.75. His analysis of our experience and what’s going on said: you
should drop that from 6.75 to 6. That results in an actuarial gain,
that is the bulk of this offset. So it has nothing to do with expecta-
tions of how long people will be on benefits or the amount of time
they’ll be with us. It’s simply an estimation of future inflation on
the health care costs that we pay.

Mr. Mason: Thank you.

The Chair: Thank you very much.
Mr. Allred, please, followed by Mr. Chase.

Mr. Allred: Thank you, Mr. Chair. Just going back to the ques-
tion on AIMCo, I missed your last comment. For clarification is it
5 per cent of your investment portfolio that is with AIMCo?

Mr. Kerr: That’s right.

Mr. Allred: Okay. Just following that up. What is the rationale
for why you don’t use AIMCo entirely for your investment port-
folio?

Mr. Kerr: Well, I’ll start this, and then I’ll turn it over to Ron,
our CFO. One of the fundamental principles we have in our in-
vestment portfolio is that diversification is a good thing. If you
have all of your eggs in one basket, as it were, that’s not a good
thing if something happens to that one basket. Our strategy has
always been to have a multitude of investment professionals man-
aging our money, and AIMCo is one of those people.



May 18,2011

Public Accounts

PA-805

Mr. Helmhold: Yeah. That’s absolutely correct. Diversification is
key, and because we try to match our investment returns to the
inflation and escalation of our liability, we have certain invest-
ment managers that have specific niches in terms of low volatility
and other activities that AIMCo doesn’t offer, that provides us
with that diversification to manage the volatility with our portfo-
lio. That’s why we were able to manage that volatility throughout
the financial crisis, as an example.

Mr. Allred: Well, isn’t that motherhood and apple pie? Diversifi-
cation is key to any investment portfolio. Do you not feel that
AIMCo is sufficiently diversified?

Mr. Helmhold: We feel that AIMCo as an entity is a fantastic
asset manager. There are certain elements of our portfolio that we
feel are better matched to the characteristics of our liability that
other asset managers offer.

Mr. Allred: Okay. Thank you.

The Chair: Thank you very much.
Mr. Chase, please.

Mr. Chase: Thank you. My questions have to do with the WCB
bonus scheme. On page 7 of the WCB’s annual report we see that
the focus on “return to work drives everything we do and can be
measured at the desk level.” For some time the WCB has given
bonuses to employees who reduce the number of workers receiv-
ing benefits. For example, an employee could receive a 6 per cent
bonus for decreasing the number of claims where time lost from
work exceeded six months; employees could receive an 8 per cent
bonus for decreasing claims where time lost exceeded three
months. Would you agree that giving bonuses to employees to
limit benefits to legitimate claimants could reasonably be per-
ceived as creating an adversarial relationship between employees
and claimants?

9:00

Mr. Carpenter: Thanks, Mr. Chase. I’'m going to take this ques-
tion, at least at the outset, because we use the same criteria in de-
termining pay for performance for the CEO as we do for the entire
staff, and CEO compensation is a board responsibility, so that
would more rightly fall for me to answer. Because your question
actually covers both, perhaps Mr. Kerr could extend that after I’'m
complete here.

To fully answer your question, I’d like to walk you through our
process, the measures that we select, why these measures make
sense in the workers’ compensation system, how they relate to the
mission of WCB, and what the results have been. WCB Alberta
has a market-based compensation system for its non-union staff.
Our philosophy for overall compensation of employees is that
general staff will be paid at market average plus 5 per cent, and
executive staff will be paid at market median plus 5 per cent, and
the payment of a pay for performance component supports this
philosophy.

With respect to the senior executives the Human Resources and
Compensation Committee of the board will annually retain an
independent compensation consultant who will provide a compar-
ative peer group of various positions, which the committee and
then the board will review and approve. This peer group is com-
prised of public-, private-, and issuer-sector positions. It’s impor-
tant that we canvass all these types of employers because that is
the marketplace in which we must be competitive or we will be
unable to attract, retain, and motivate key personnel.

However, because some of the private- and issuer-sector posi-
tions may be substantially influenced by stock options or other
types of profit-related payments, we use market median instead of
the average so that the outliers will not unduly influence the out-
come. From this information the consultant can provide us with
details on the compensations, on the breakdown between the fixed
portion and the at-risk portion as well as any other type of
employment-related payments.

In the case of the CEO the 2010 fixed salary is $354,000 and
the maximum possible portion at risk through pay for performance
is an added 50 per cent of that amount, or $177,000. Other cash
and noncash benefits are commensurate with the marketplace.
Annually in advance the board sets measurable targets which sup-
port the mission and allocates the maximum pay for performance,
which will be awarded on achievement. The targets we approve
cach year reflect the organization’s commitment and responsibility
to help injured workers return to work and to demonstrate fairness.

The first target selected is that by harnessing all systems and
resources to support injured workers in overcoming a disabling
injury, WCB will help workers and employers achieve early and
safe return-to-work results, and we achieve this measure by en-
suring that at least 90 per cent of those cared for during the year
achieve their fitness for work. The second goal focuses on our
commitment to fairness and ensuring success for injured workers
by delivering a certified decision and return-to-work plans which
help define the path an injured worker takes to return to work.
This goal is measured through quality audits with a target of
achieving a result of 85 per cent or better.

The pay for performance measures of the CEO are the same as
for the staff, which provides for a great degree of alignment within
the organization. These measures are important because an injured
worker’s return to employment and independence is the best out-
come following a workplace injury. Chronic disability is not a
good outcome. Return to work is the right thing to do.

Since becoming CEO in 2002, Mr. Kerr and his staff have
achieved outstanding results. Having the right focus and bringing
the right resources at the right time to help injured workers return
to work has been a remarkable success story. They have main-
tained consistently high return-to-work rates of over 90 per cent;
in fact, 93 per cent in 2009. I take comfort from the fact that as
we’ve been committed to this program, our level of appeals and
complaints has gone down and injured workers’ satisfaction with
fairness of decisions has remained high at over 80 per cent. All
measures were achieved in both 2009 and 2010, and the board
authorized payment of the pay for performance amounts.

It’s important to note at this time that our mission has no direct
link to financial market performance, which is beyond the scope
of management.

The Chair: Mr. Carpenter, we appreciate the detailed answer, but
there is a long list of members waiting patiently to ask their ques-
tions as well.

Mr. Chase, your second question.

Mr. Chase: Thank you. A discussion of means and medians takes
me back to the painful memories of educational statistics in my
second year at the University of Calgary, but we’re talking about
real people here instead of statistics.

Given that the WCB’s board of directors voted to remove refer-
ences to the bonus scheme from any discussion of 2009 perform-
ance measures, could you explain what bonuses were paid to
employees for their part in decreasing payments to claimants in
2009?
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Mr. Kerr: Well, I’d have to object. No payments were made. No
pay for performance or variable pay was paid for cutting anybody
off or reducing anybody’s benefits. This is for achieving a return
to work. I think David has talked about some of the things. We
take very seriously this business of fairness and making sure that
people have the right level of benefits and services. I'm really
clear to my staff all the time. It’s a corporate culture that we have
that we want to be fair. We would always — always — miss any
performance goal we had instead of having somebody do some-
thing inappropriate, and I’'m really clear with my staff about that.

I have a high level of confidence from that perspective, but we
also check, check, check. We have lots of checks and balances in
our system to make sure that if somebody has gone back to work,
if they’re deemed fit to work, we have good medical evidence for
that, that their level of ability supports that, and that the return to
work is a reasonable one and makes sense. The details of the ac-
tual payments, I think, are in the annual report, and we circulated
an answer in advance to that.

Clearly, it’s a corporate culture of WCB for fairness and making
sure that people have the right level of benefits and services.
There’s no payment at all for anybody to end benefits before their
time.

The Chair: Thank you.
Mr. Sandhu, please, followed by Mr. Mason.

Mr. Sandhu: Thank you, Mr. Chair, and thank you, Mr. David
Carpenter and your board members. Can you explain what checks
and balances are in place to make sure WCB case management
staff is following proper policy and procedures?

Mr. Kerr: Well, I think the essential check and balance for the
workers’ compensation system is that it is a system. So any deci-
sions that we make are ultimately appealable to the independent
and separate Appeals Commission, and of course folks can go on
to the Ombudsman and to the independent medical panel process.
If you look at all of those statistics, they show declining numbers
and fewer people going on to appeal their decisions, which I think
is a good thing.

We also look at it internally. We have our own internal quality
assurance and audit groups that look at these decisions and make
sure that the right things have happened. They go through and
review actual case files, look at the results and audit and say: was
the right thing done here? Especially in the last half of the year
we’re auditing every single decision that gets made to make sure
that it’s the right one.

I think there are lots of checks and balances not only within the
WCB but within the system itself to make sure that the right
things are happening.

Mr. Sandhu: My second question: where are the policies and
procedures for WCB case management available for viewing so
that clients can reference them? I have a constituent who is at a
standstill with the WCB because of a mistake in their adjudication.
What is being done to stop the constant state of appeal some
clients find themselves in?

9:10

Mr. Kerr: Well, any time a client has a difference of opinion or
an issue with the decisions being made on their claim, they should
always go back to that adjudicator or case manager to ask for
clarification or questions. If they are unsatisfied with that, then we
have levels of review within the WCB at the supervisor level or at
the DRDRB, Dispute Resolution and Decision Review Body. If

they are not getting what they think they need, there are mechan-
isms for them to deal with that.

Then you specifically in your office or your constituency staff
in the office — we’ve got a dedicated group of employees who do
nothing but offer services to MLA offices to help with these very
challenges you get in your offices: help explain things, help look
back within the WCB to make sure that we’ve done the right
things on those files. I really encourage you to take advantage of
our GR services if you have constituents that are at your office
looking for help.

Mr. Sandhu: Thank you.

The Chair: Thank you very much.
Mr. Mason, please, followed by Mr. Fawcett.

Mr. Mason: Thanks very much. I’d like to ask a couple of ques-
tions with respect to performance pay. Now, it’s my understanding
that we’re only one of three provinces that retain this system of
providing performance pay for our executives. The total compen-
sation for the top six executives, exclusive of variable compensa-
tion, was 2 and a half million dollars in 2009. What was the total
value of the variable compensation for the top six?

Mr. Helmhold: I don’t have that specifically handy, but where
you would see that is in the other cash benefits column on note 17
to the financial statements. The overwhelming majority of the
numbers in that column represent performance pay that was paid
out in 2009.

Mr. Mason: Could you, since I don’t have that in front of me, just
tell me what that number is?

Mr. Helmhold: It’s not totalled on this page. But in terms of the
president that’s at 50 per cent of his base salary. The other cash
benefits number there is $181,000, so it’s slightly less than that.
About $170,000 would be the pay for performance for the CEO.

Mr. Mason: All right. Well, Mr. Chairman, maybe they can pro-
vide those specific numbers to all members of the committee af-
terwards.

You know, other provinces no longer use this, if they ever did,
and I’'m wondering if the organization has reviewed this as a pol-
icy relative to what other workers’ compensation organizations are
doing in Canada to ascertain whether or not it is effective.

Mr. Kerr: I’ll start on that. I think that looking at the other
WCBs, while we all have the same essential role, we do things
very, very differently. So while they may or may not have it, I
think if we look at the results that we’ve had and the performance
that the Alberta Workers” Compensation Board has, I think we’d
say we got good value from it.

The biggest value to me is that lots of organizations lack clarity
from their staff about: what are we really here for; what’s our
purpose; what are we trying to achieve? When we say so clearly to
our staff that focus on fairness and return to work are the things
that matter to us and that are reflected in our pay for performance,
that gives them that guidance to know what things they should be
working on.

I told you before that we do an annual staff survey. Almost 90
per cent of staff participate — it was 87 last year — and 95 per cent
of them say: I can see a direct link between my work at a desk
level and the corporate objectives. I think that strength of vision,
that strength of all things from compensation systems to
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communication to corporate culture leading to that, makes us the
best WCB in Canada. The numbers just don’t lie.

Mr. Mason: That wasn’t what I asked, Mr. Chairman.

Mr. Kerr: Oh, sorry. A specific answer to your question about
whether we review that: absolutely. We look at that all the time.
This system of compensation for WCB employees, the fixed por-
tion and the variable portion: is that looked at? It’s looked at every
year, and I make an assessment for the staff. The board makes an
assessment for me and says: yes, we believe this continues to be
the right thing to do.

Mr. Carpenter: From a board perspective: absolutely. It’s re-
viewed at the Human Resources and Compensation Committee.
We get independent advice as to how it should be structured. We
work with that. We question it. It’s then a recommendation to the
board. The board does the same thing and approves it.

Mr. Mason: Thank you.

The Chair: Mr. Fawcett, please, followed by Mr. Chase.

Before we get to Mr. Fawcett, I would like to welcome Mr.
Benito, Mr. Xiao, and Mr. Elniski. Good morning, gentlemen.
[interjections] It’s all in Calder?

Mr. Elniski: Including bad drivers and road construction.

Mr. Fawcett: Thank you, Mr. Chair. In your presentation you
provided a slide and talked about the ratio of administration costs
per $100 of assessable employer payroll. You know, we can see
from your chart that that number in Alberta is quite low compared
to other jurisdictions. I think you mentioned briefly as to why, but
I was just wondering if you could provide some further details as
to why you believe that number in Alberta is significantly lower
than the national average as well as substantially lower than the
highest in other jurisdictions.

Mr. Kerr: There are kind of two answers to that. One, if you look
at the highest, it’s a bit of a challenge for some of the smaller
boards like P.E.I., Yukon, Northwest Territories, Nunavut. You
know, the Northwest Territories only has 35,000 people living in
the entire territory, and for them to provide services, it’s just really
hard. They’re not as efficient. They have to have more staff. So
they’d be on the outlier side. On the national average I think it’s
because, you know, it’s the Alberta thing. We do things more
efficiently.

I look at how much investment we’ve made in technology to
help our business. I started at WCB in 1999. Our staffing levels
are essentially the same now as they were in 1999, with almost a
doubling of business in that time. Because we’ve invested in tech-
nology, some of those manual, routine processes don’t have to
have added staff to do them. I think it’s really that. It’s the size
and scope. We’re big enough that we can be efficient, but then we
also are always looking at: how do we do this responsibly and not
drive up costs? I'm really proud of that FTE number. You know,
that’s a long time to be holding staff steady.

Mr. Fawcett: Okay. Mr. Chair, my follow-up. You know, as a
skeptic one could take a look at these numbers and say: well, that
doesn’t tell the whole story. The other story is where we stand in
relation to these other jurisdictions as far as performance meas-
ures. Could you provide us some insight as to whether you sort of
compare this number of the administrative costs ratio in the con-
text of the performance measures with other jurisdictions as well
and where we rate?

Mr. Kerr: We’re leading most of them. You know, the ones that
we pay particular attention to are funded status — and we’d be at
the top of that — the amount of money that we’ve got set aside. We
just came back from the Association of Workers’ Compensation
Boards of Canada get-together. We meet once a year or so. If you
look at the province that’s the biggest in the country — I won’t
name it — they’re $12 billion short on their funded status. That’s a
significant gap from where they should be.

You look at average duration. How are we doing in getting
people back to work? The average duration, the percentage of
return to work is the highest. The percentage of people who get
their first compensation payment within 14 days is at the highest.
You look at almost any metric — and I encourage you, actually, to
go to the AWCBC website. There’s a portion there where they
actually have a statistical comparison of all the WCBs, and you
can see that we lead in most categories.

The Chair: Thank you.
Mr. Chase, please, followed by Mr. Vandermeer.

Mr. Chase: Thank you. I just want to put on the record that a
beacon of light in what is frequently a dark sea of despair is
Kathleen Ruelling. I very much appreciate her efforts, and it’s
unfortunate that a caring attitude and competence can’t be cloned,
or we’d have several more Kathleens on duty.

The Auditor General’s report April 2010, occupational health
and safety and the Workers’ Compensation Board. The Auditor
General reported on an audit of the occupational health and safety
program in April 2010. On page 32 the AG noted that

half of those employers that persistently fail to comply with the
OHS Act also continue to hold a valid Certificate of Recogni-
tion (COR), and continue to have elevated injury rates among
their workers.
The AG continues:

Although these employers do not comply with OHS orders, and
their workers are much more likely to get injured on the job,
these employers continue to receive Partners in Injury Reduc-
tion financial rebates and use their COR to bid on contracts with
major companies.

Alberta Employment and Immigration has primary responsibil-
ity for the COR program, and the WCB relies on the department’s
database of COR recipients to administer its partners in injury
reduction program. The WCB issues rebates of up to 20 per cent
of premiums to COR employers. The first question: can you ex-
plain how the WCB can be offering rebates to employers that
persistently fail to comply with the OHS Act?

9:20

Mr. Kerr: Sure. The interesting thing about the PIR program, the
partnerships in injury reduction program, is that the vast, vast
majority of the rebates are performance based. You don’t earn it
just because you have a certificate of recognition. You earn it
because either your performance is improving or you’ve exceeded
the industry standard and are, in fact, what we call an industry
leader. So in some ways the COR is a good indication of your
intent. Our program rewards performance. It doesn’t go to people
who have declining experience. It doesn’t go to people who are
way worse than industry average. It goes to people who are mak-
ing a difference, who are getting better, or who are industry
leaders.

Mr. Chase: Thank you.
My follow-up. The WCB’s annual report states that its target of
increasing the number of companies with a COR by 3 per cent
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was exceeded in 2009. There was a 12.6 per cent increase. Given
the AG’s assessment how meaningful is this for promoting safety?

Mr. Kerr: Well, we still believe tremendously in the COR pro-
gram and in partnerships in injury reduction, so while anything
can always be improved — I have a sense the department is work-
ing on that — the numbers show that the companies that are
enrolled in PIR that have a certificate of recognition on average
have much better performance than those who don’t. Our view
always is that this is a voluntary program. If you can get more
people to get in, if they get interested — they may not be good per-
formers — if they get in, we have expectations that they’ll improve
if financial incentives are there for them.

Mr. Chase: Thank you.
The Chair: Thank you.

Mr. Vandermeer: 1 guess my questions are similar to Harry’s
questions, only that mine would go in the opposite direction.
What’s your relationship with occupational health and safety, and
how does the Workers’ Compensation Board influence them on
direction, let’s say? If there’s not a problem with people getting
injured and if occupational health and safety is focusing on differ-
ent areas, then if there’s not a problem, why would they have to be
dealing with that?

Mr. Kerr: Well, our relationship with the department is very
good. We talk and co-operate on many, many things. Partnerships
in injury reduction is a great example of that. We are independent,
though, so I wouldn’t say that we have a lot of ability to influence
their direction. That’s driven by the minister. That’s driven by
their own folks. We certainly offer our guidance and advice on
things that we think are important, that impact us. In Alberta
clearly there is a difference between the prevention-enforcement
side, which the ministry has, and us, which is the Workers” Com-
pensation Board’s return-to-work piece. You know, I think there’s
always more we can do and there’s always more that they can do
to make sure the province is safer. We’ve always said that our role
in the safety piece of this is that we have pricing programs that
incent the correct behaviour.

Mr. Vandermeer: Okay. I just wish that you would have more
input there. If there is not a problem and occupational health and
safety is focusing on issues that are not problems, you would have
more influence and say: hey, why bother with going there? If people
are falling off roofs, yes, we need to address that, but if there’s not a
problem with Kyle here, that he has to wear safety glasses while
he’s on his computer, then why go in that direction, right?

Mr. Kerr: I think that’s probably good advice. The more we can
work together with them to make sure we’re both focusing on the
right things, that’s probably worth while, too.

Mr. Vandermeer: 1’d like to see that more. Thanks.

The Chair: Thank you.
Mr. Chase — do you have another question? — followed by Mr.
Xiao.

Mr. Chase: Thank you. The Auditor General’s report April 2010,
underreporting of injuries by workers and employers. The Auditor
General reported in April 2010 that there’s a concern about under-
reporting of injuries by workers and employers across all
Canadian jurisdictions, including Alberta. He notes that under-
reporting results in underresourcing OHS programs and that the

costs of unreported injuries are absorbed by the health care system
and social support services, page 39. What is the WCB doing to
ensure that information on workplace injuries is reliable and to
address the issue of underreporting?

Mr. Kerr: Well, if you think about where injuries and incidents
get reported, there are three places that comes from: from the em-
ployer, from the worker, and from the attending physician. We
rely on all three of those people to accurately assess when an in-
jury or an illness is work related and to submit the documentation
to us. We don’t rely just on any one of them; we rely on all of
them. Not often but at times somebody will think, “Well, maybe
this isn’t work related” — you know, the employer will or the
worker will or the doctor will — and that’s when we get involved
to investigate.

I’ve got a high level of confidence that with that, combined with
the many, many audits we do at the employer level, both of the
employer and the worker, we should have confidence in those
numbers. There’s always going to be underreporting, just like in
the tax system there is undercollection, just like with any system,
but I’m confident that we have systems that make sure we collect
the vast majority of that.

Mr. Chase: The Alberta Federation of Labour, AFL, has said that
reports of improvements in occupational health and safety are
misleading. The AFL believes that lost-time claim and disabling
injury claim rates are misleading measures because employers
underreport injuries in order to pay lower WCB premiums. Presi-
dent Gil McGowan has said that “employers can and do hide
injuries.” He argues that “it makes absolutely no sense to say that
fatality rates will go up while at the same injury rates are going
down.” That’s from the Edmonton Journal, May 2, 2011. The
AFL position seems plausible. What is your response to the argu-
ment that rates for injuries and fatalities would not go in opposite
directions?

Mr. Rodney: Sorry, Mr. Chair. It’s your deputy here. It’s nice to
hear that there’s a quotation or a citation, but that’s not from last
year’s numbers. That’s the role of this committee, and I reminded
members of that at the outset, so I would feel that WCB has no
obligation to answer a question like that.

Mr. Chase: Let me point out to the deputy chair that these under-
reportings of injuries are an historical effect. You can ignore the
citation as a most recent citation, but you can’t ignore under-
reporting, so I would appreciate the question being answered.

The Chair: Mr. Rodney, you can go through anywhere in the
2009 WCB annual report, and you can find references to what Mr.
Chase is talking about.

Mr. Rodney: Okay. As you and I know, best practice across the
country and around the world — and Mr. Chase would indeed be
assisting his own cause — is that if at the outset he would say with
reference to whatever page of whatever report that we’re dealing
with, I wouldn’t be asking this question.

The Chair: That is true, but if you look directly at the provincial
figures — and we’re not going to spend too much time on this — in
Alberta for 2008-09 there are detailed statistics regarding person
years worked, lost-time claims, lost-time rate, modified work
claims, lost-time claims involving modified work, disabling injury
claims, duration rate, days lost, transaction claims cost. So all of
that is included, sir.
Mr. Chase, Mr. Rodney has a point, but please proceed.
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Mr. Chase: I will repeat my reference for . . .
The Chair: No. Just get directly to your question, please, sir.

Mr. Chase: Yes. The question has to do with page 39 of the April
2010 Auditor General’s report and the concern that rates for injur-
ies and fatalities would not go in opposite directions.

Mr. Kerr: Well, I think that’s an important question because if
you look at the fatality number, while for 2009 it went down sub-
stantially, for 2010 it went back up. I think that while every single
one of those fatalities is a tragedy and we all should be a little bit
sick about that, if you look at that number, it has some variability
year to year. It’s a useful number for analyzing the health and
safety of the province, but because of its variation, because a third
of it comes from occupational disease from exposure a long time
ago and a third of it comes from motor vehicle accidents, you look
at how much is directly related to the safety of today.

Regardless, it’s one of the measures but I don’t think it’s the
best overall measure for the health and safety of the province. I
think the lost-time claim rate, the disabling claim rate are better
indications. As I said, I just came back from AWCBC, and the
trend that we’re seeing in Alberta is happening almost across Can-
ada. Other jurisdictions have also seen that trend down over the
last number of years, so this is not something that, you know, Al-
berta employers are doing. We’ve got all these controls in place.
This, I think, is just the fact that the folks across Canada are get-
ting safer. It would be nice if we saw that fatality number go down
all the time, but there is some variability to it.

9:30

The Chair: Thank you.
We’ll move on now to Mr. Xiao, followed again by Mr. Chase.

Mr. Xiao: Thank you, Mr. Chair. Before I raise my questions, I’d
really like to take the opportunity on behalf of my constituents to
thank you. You know, if you can recall, about a year and a half ago
one of my constituents, a fuel tank driver, was burned to death. You
acted very quickly, and just within days you sent somebody to his
house to meet with. He was survived by his wife and three very
young children, from one to four years old. I’d really, really like to
thank you for your professionalism and everything you have done
for that family. I’d like to thank you very much.

My question to you. In the last few years you tried to link — you
have done that — to reward the good behaviour and also punish the
bad behaviour. I want to know: in the last three years how much
money have you funded to those companies who have improved
significantly their safety record? I remember that I attended a few
of those events with you, Mr. Kerr, to present the cheque.

Mr. Kerr: Right. There are kind of two elements to that. We have
our experience rating program, which also changes an employer’s
premium based on their record. That also is a direct financial in-
centive. The PIR rebates that you’re talking about are the rebates
the employers have earned for improving safety performance or
industry leadership, and I think the total that we just gave out this
year was about $75 million.

Mr. Helmhold: On average it’s been about $75 million a year for
the past three years. It varies slightly, depending on the number of
employers and level of insurable earnings. In aggregate, it’s been
in excess of $200 million.

Mr. Xiao: My supplementary question to this: does this program
or this policy have any impact? I understand our injury rate has
declined comparatively, but we still have a considerably high

fatality rate as well. Can you find any way, really, to improve the
program and which can really help to reduce the fatality rate?
Maybe I'm a little bit naive.

Mr. Kerr: The fatality rates are really tricky ones to talk about.

Mr. Rodney: Mr. Chair, sorry to interject again. As you can see,
in all-party spirit, whether it’s the government side or otherwise, I
just want to remind our own members in this case that we can’t
deal with policy on the Public Accounts Committee. That’s not the
role of the committee.

The Chair: Again, the privileges of the committee are at stake
here, Mr. Rodney. The partners in injury reduction program, the
COR program, which Mr. Xiao is referencing, is clearly outlined
regardless of what year you want to look at, and I would have the
view that he’s entitled to ask these questions. The partners in in-
jury reduction program is millions of dollars, and there’s a part of
it that comes from occupational health and safety through Em-
ployment and Immigration.
Mr. Xiao, please proceed. Or if the WCB officials can respond.

Mr. Rodney: Well, Mr. Chair, all I’ll say is that if it’s policy, you
would agree that it’s not subject matter for the committee.

The Chair: It’s not policy. There are a number of references, direct
references, to the money that is being spent. Mr. Rodney, I’m going
to ask, respectfully, that you allow this meeting to proceed.

Mr. Rodney: I will, sir, yes. Once again I’ll say that a citation
would make this matter moot, so I would encourage members to
make a reference. It’s so easy for folks who are visiting us for the
first time or the first time in a long time to venture into an area
that is not their responsibility in this case. Go ahead and proceed. |
have no problem with that. 'm just saying, whether it’s to Mr.
Chase or Mr. Xiao or anyone else: let’s start with a citation so we
know exactly what we’re referring to in last year’s report. I think
we can all agree on that.
Thank you.

Mr. Kerr: I can go ahead and answer. The question really was
about: do we think that the PIR program has some causal effect on
safety in the province? I would say definitely yes because we
know that people, the companies, the employers, and the workers
in those companies have better safety records. I think it’s really
difficult to attribute a specific portion to it. We know there are lots
of things that are going on in this province, directed by the minis-
try and by employers and by union groups, to improve safety, so |
wouldn’t apportion any portion of it.

Your second question was about things we can do to improve
PIR. We do an annual review of PIR to make sure we have the
right level of incentives, that the right things are being looked at,
that the right companies are in there, that kind of thing, so our
assessment is that, yes, we are on the right track. Where we have
improvement — Mr. Chase, | think, mentioned it — is that one of
our goals is getting more employers into the PIR program. That’s
the biggest difference we can make, by getting more employers to
say: “Hey, this is something we need to do. I’'m going to voluntar-
ily sign up because I know it’s the right thing to do, and there’s a
financial payoft.”

The Chair: Thank you.

To all members, if you look at page 69, you can see that in note
13 in 2009 there were $71 million in partnerships in injury reduc-
tion rebates. It’s also clearly outlined in note 10 on page 65.
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Now, Mr. Xiao, before we continue, could you clarify to the
committee: were you involved in presenting cheques to companies
that met or exceeded their safety record so that they could get
partners in injury reduction rebates?

Mr. Xiao: Yes, I'm glad to answer that question. As everybody
knows, I was the parliamentary assistant for Employment and
Immigration. I was invited to attend the AGM of many companies
on behalf of the minister, and on that occasion it happened that the
WCB also was invited there. That’s what I was referring to. In
those AGMs on a few occasions the WCB presented a cheque
while I was attending the same meetings.

The Chair: Okay. Thank you. I appreciate that. Earlier in the
meeting there were references to how independent the WCB is
from Employment and Immigration.

Mr. Xiao: They are very independent. They never talked to me
directly.

The Chair: Okay.
Mr. Chase, please, followed by Mr. Benito.

Mr. Chase: Thank you. For Mr. Rodney I’m citing pages 10 to 11
of the WCB annual report.

Mr. Rodney: Thank you, sir.

Mr. Chase: You’re welcome. Both being former teachers, we
believe in citations and bibliography, so I understand the refer-
encing.

On pages 10 through 11 of the WCB annual report there is a
description of the occupational injury service, which allows work-
ers to obtain access to medical attention without waiting in a
hospital emergency room. The report quotes a disability manager
as saying, “Ideally, the employer is also at the first visit, where he
or she discusses with OIS staff and the worker the best return-to-
work plan.” Most people would consider the interaction between a
patient and a health care professional private. Could you explain
why it’s appropriate for an employer to attend while a worker
receives medical attention?

Mr. Kerr: Well, certainly, they wouldn’t be in the room while the
person is being examined. The point of this is really that when a
physician is looking at an injured worker and trying to assess their
level of work restrictions, what work abilities they have, it’s really
important for them to have an understanding of what the em-
ployer’s modified work program is, to see if those two can match
up. In no way is the patient’s confidentiality breached. In no way
is that doctor-patient relationship impacted. This is simply making
sure that the doctor has the best information about the match of
the worker’s remaining abilities or work restrictions and the job
duties.

Mr. Chase: Thank you.

My supplemental. The 2009 numbers reported on page 11 indi-
cate a 22 per cent reduction in time-lost claims and a 9 per cent
reduction of all costs on new claims for those employers. Could
these figures be indicative of a somewhat coercive approach?

Mr. Kerr: 1 don’t think so. I think it’s exactly speaking to the
match that I talked about before, that if a worker goes in with
some sort of injury and without this consultation, the doctor might
have said, “Well, just go stay home,” which is not a good thing.
With this consultation they say, “Hey, you can actually stay at
work, keep contributing, stay attached to the workplace,” which

we know is so, so important, and that’s where those numbers
come in. They’re not from any coercion. The worker, remember,
always, always, always has the ability and the right to go to their
own physician.

9:40

The Chair: Thank you.
Now we’re going to move on, please, to Mr. Elniski and then
Mr. Benito.

Mr. Elniski: Thank you very much, Mr. Chair. I must apologize
at the outset, but I’'m looking for the citation.

The Chair: Okay. Mr. Benito, I apologize. Could you proceed,
please?

Mr. Benito: I’'m going to start with a citation.
The Chair: You go right ahead.

Mr. Benito: Referring to page 50 of the 2009-2010 Employment
and Immigration annual report, it shows that a total revenue of
more than $1.1 billion is offset by total expenses of $822.9 mil-
lion, which yields an operating surplus of $306.8 million. With
these figures in mind, does this mean that employers who pay
WCB premiums are being overcharged?

Mr. Kerr: No, it doesn’t at all. Remember that the total revenue
piece comes from both premiums and from investments, so the
difference between the two in this case is simply attributable to
investment returns.

Ron, do you want to maybe add to that?

Mr. Helmhold: Yeah. I think the surplus really arose because of
the actuarial gains that Guy spoke to and that we spoke to earlier.
In 2009 we had significant actuarial gains that decreased the costs
that are recorded on the income statement. In terms of the fully
funded costs related to 2009 injuries, they were much higher than
the $704 million that’s shown on this statement because this is a
net number. That’s net of those actuarial gains. In terms of the
revenues that were charged to pay for those fully funded costs,
that generated a surplus of $55 million, which is shown on page
21 of our annual report. So that $55 million represents, basically,
the excess that was collected, and that was primarily because in-
surable earnings were significantly higher than we had anticipated
when we had set the budget. That was part of the recovery that
started to take hold in 2009.

Mr. Kerr: There’s a great graph on page 23 that shows you how
over time we’ve gotten better at making sure we charge the right
level of premium for the total claims costs. You can see that that
gap has been narrowing consistently since 2002.

Mr. Benito: A supplemental, Mr. Chairman: what is the reason
for budgeting only $11.6 million in premiums while actually col-
lecting $55 million? Page 51 of the annual report.

Mr. Kerr: 1 think I actually have different page numbers than
you.

Mr. Benito: That’s Employment and Immigration, I guess. On
page 51 of the annual report, you know, there’s only $11.6 million
in premiums.

Mr. Helmhold: I think what you’re referring to is page 21 of the
WCB annual report. Basically, the $11.6 million is the surplus that
we had budgeted with respect to our rate setting for 2009. Basic-
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ally, our approach is to take generally a conservative approach
with respect to rate setting, keeping in mind that we’re setting
rates 15 months ahead of when we actually see employer reporting
coming through. We have an obligation to remain fully funded,
and we have an obligation to charge rates that cover the fully
funded costs of injuries arising in 2009. In 2009 we budgeted for a
surplus of $11.6 million. In fact, the surplus that came through
from rate setting was $55.3 million, and as I mentioned, that was
because insurable earnings were significantly higher than we had
anticipated.

Mr. Benito: Can I do another supplemental, Mr. Chair?
The Chair: Mr. Benito, you proceed.

Mr. Benito: Thank you very much, Mr. Chair. Looking at the
same report — I have page 51 of the annual report here — what
constitutes the $2.2 million expense in other items?

Mr. Helmhold: The $2.2 million expense in other items, basically,
is a result of prior-year adjustments to premiums. What happens is
that we do do premium audits, as Guy had spoken to earlier, where
we go out to employers and validate the level of insurable earnings
that are being reported. Because those adjustments relate to prior-
year injuries and prior-year assessments, we report that through
other revenue because it doesn’t factor into the current year cost of
fully funded claims, and that’s why it’s shown in other revenue.
Basically, in 2009 we had a net adjustment for prior-year revenues
of minus $2.2 million, which is quite immaterial.

Mr. Benito: Thank you, Mr. Chair.

The Chair: Thank you.

Mr. Benito’s second question, for the record, was from page 51
of the 2009-10 Employment and Immigration annual report, and it
was dealing with the table summarizing the major contributors to
WCB’s operating surplus of $306 million.

Mr. Kerr: That’s page 21 from our actual printed annual report.

The Chair: Yeah. Okay. Sorry for that confusion.
Mr. Chase, please, followed by Mr. Elniski.

Mr. Chase: Thank you. The WCB’s target for postinjury income
is that 70 per cent of clients will achieve 75 per cent of their
preinjury income. That comes from page 14 of the WCB annual
report. In 2009 WCB did not achieve this target. Only 64 per cent
of clients were back to 75 per cent of their previous income, which
is attributed to a lagging economy. This means that after an injury
at work 1 in 3 workers finds himself or herself with an income that
is at least 25 per cent less than before the injury. This situation must
cause considerable hardship for the one-third of workers going back
to employment at a lower income. Question 1: is there any concern
that WCB is sending workers back to work too soon?

Mr. Kerr: Well, two issues with what you’ve said. The first is
that this statistic only refers to those who have gone through sup-
ported job-search services. This is a very, very small subsection.
These are the people who have the biggest challenges, the biggest
barriers to returning to work. It’s a small number. This is a very
ambitious goal we have of helping 70 per cent of them achieve 75
per cent of their preaccident income. Now, if we don’t do that,
then, of course, we have benefit streams that make up that differ-
ence. So nobody is left short. This is simply our goal to say: let’s
try to get you back as close to where you were before in terms of
your actual earning capacity. If you don’t get there, for sure we

make up the difference. That’s part of what some of our benefit
streams are.

Mr. Chase: Thank you. In my office we are seeing injured work-
ers that agreed to a return-to-work plan only to have any number
of things go sideways, resulting in their not being satisfied with
the assistance and/or unable to continue the plan. We can see these
workers assigned economic loss payment, ELP, where they are
assigned an imaginary job. The imaginary earnings from that job
are deducted from their WCB payments. What percentage of
WCB claimants that begin a return-to-work plan end up receiving
an ELP without actually having a job?

Mr. Kerr: I don’t have the statistics on that, but we know that
someone who is getting an earnings loss payment — that’s a pay-
ment to make up the difference between any job they have or are
deemed to have and their actual earnings. Most of the people who
get an ELP have actual earnings to accompany that. The only rea-
son they wouldn’t — remember that WCB legislation is clear that
we focus on employability, not employment. We get someone
with our service providers back up to where they can work, where
they have capacity to work. Then that’s where the difference is
made up. You know, the issue of whether those jobs are real or
not: we have a pretty robust process to make sure that the jobs that
we talk about exist and they match up with what that worker’s
restrictions are.

Mr. Chase: An observation in my office: for at least two constitu-
ents their low levels of literacy weren’t taken into account with
equivalency job offers, so there was a large disconnect.

The Chair: Thank you.
Mr. Elniski, please.

Mr. Elniski: Thank you very much. My citation, Mr. Chairman, is
actually the footnotes on page 9 because that’s the best one I can
find at the moment. So if you’d be so kind, gentlemen, as to go to
the 2009 numbers on the right-hand side of the page, it says that
“6,847 workers received services at Millard Health in Edmonton.”
The first thing I’d like to say is thank you very much. Millard
Health is a tremendous asset to my constituency of Edmonton-
Calder. However, in saying that, I have to ask you a question. It’s
a fairly high-end facility, and I’m certain that it runs some fairly
significant operating costs, that I specifically cannot identify in
your report. I’'m wondering how it is that you determine that, in
fact, the most cost-effective way of treating these 6,847 people is
actually through Millard Health?

9:50

Mr. Kerr: Right. Well, the way that this is set up across the
province is that we own and operate Millard Health here in Ed-
monton, and it provides services to north-central and northern
Alberta. Then for the rest of the province there are private provid-
ers who provide the same services. So the contracts, the service
levels, the dollar amounts paid at Millard are the same as they are
at all of the other private facilities. From our point of view it’s a
good way of measuring that the same standards that we have, the
same costs are what the private facilities have. Of course, we
measure our service levels on that, too. I’m proud to say that Mil-
lard is a leader in the province in terms of its outcomes and its
satisfaction.

Mr. Elniski: That’s good. That’s good to know.
In saying that, then, given that you’re using two particularly,
you know, different models in a little bit of a unique way, is there
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a plan — and I realize this may be slightly off topic — that, in fact,
you're going to adopt a single model at some point in time,
whether it be the Millard type of model or the external service
provider?

Mr. Kerr: We’re really happy with the current model. I think it
provides that right balance. If we took over the whole province,
we’d be putting people out of business, and then we’d lose that
comparative. I think that both of those things are not good. I'm
quite happy with the current model, and I think we’ll stick with it.

Mr. Elniski: Great. Thanks, Guy.

The Chair: Thank you.
Mr. Chase, do you have a question?

Mr. Chase: Yes. I have at least one question I’d like answered
and another read into the record.

The Chair: If I could be excused, please, Mr. Chase. We have a
couple of other items on the agenda to deal with, so if you could
read your questions into the record, and then, Mr. Kerr, if we
could get a written response.

Mr. Chase: Okay. By all means. Thank you.

The WCB is the sole owner of Millard Health, with which
WCB contracts services to injured workers, kind of an in-house
organization. Does the WCB solely own any other organizations
or is the sole contractor to owned and/or nonowned organizations?
What are the ownership and operating names, and what services
do they provide?

Supplemental: what were the earnings of each solely owned
organization that provided services to the WCB for each of the last
five years, and where is that reflected in the financial statements?

The Chair: Thank you.

Mr. Carpenter, Mr. Kerr, and other senior members of your
executive team, I would like to on behalf of all members of the
committee thank you for your time this morning.

We would like to thank the Auditor General and his staff for
their time as well.

We have a couple of other issues to discuss, so good luck, and I
hope you look after all injured workers fairly and with respect.
Thank you.

Mr. Kerr: Thank you, Mr. Chairman.

The Chair: Hon. members, item 5 on our agenda, our meeting
schedule. Last week there was some discussion about holding out-
of-session meetings, and all members were encouraged to consider
whether there were any specific departments or organizations we
should invite to meet with the committee. Does anyone have any
thoughts or suggestions or direction on this?

Mr. Rodney: Mr. Chair, I can’t see any hands up, for obvious
reasons.

Mr. Chase: I’ll have to flap harder.

The Chair: There is only one hand up at the moment.
Mr. Chase.

Mr. Chase: Yes. I would certainly like to see again Children and
Youth Services.

The Chair: Okay. Specifically outside session, or do we wait?

Mr. Chase: Well, I'm very worried that we’re unlikely to have
either a fall or a spring session. Therefore, I would suggest that an
out-of-session meeting with Children and Youth Services would
be appropriate.

I would love to be contradicted. I would like to hear a sessional
date that has been confirmed, but all we have is a rumour that
October 25, I believe, is the date for the fall session. If anyone
knows other than that, I’d be willing to put that meeting on hold.

The Chair: Okay. There’s quite a list of agencies, boards, and

commissions on the government website and, of course, in each

and every annual report and the annual report of the province.
Hello, Mr. Rodney.

Mr. Rodney: Yes, sir. Thank you for recognizing me. I’m waving
my hand wildly here. I appreciate Mr. Chase’s comments. I, too,
would be in favour of the department named and perhaps others.

Folks, we know that there’s more than one white elephant in the
room sort of in terms of leadership questions to answer, and there
may or may not be a fall session. What I would want to do is con-
tinue to do the work of the committee, of course, understanding
current reality. In other words, by October 1 at the latest I would
expect we’ll have these questions answered by the major parties
that are determining who their next leaders will be.

I would encourage us to meet shortly thereafter and come up
with a schedule because at that point we’ll know whether there is
a fall session or not, and then we might have a day where we can
meet one or two departments in a morning and one or two, again,
agencies, boards, or commissions as well in an afternoon. I just
wonder, Mr. Chase, if you’d be open to meeting right after these
leadership questions are answered and then coming up with a full
schedule at that point in time. If there is a session, for instance, we
could probably do all of the Wednesdays of that session and con-
tinue business as usual.

Mr. Chase: I’ll try and summarize what I believe you said and
just add my own comments. We as members of this committee
and the other standing policy committees receive $1,000 a month
whether or not we meet. We’re doing wonderful work, I’'m as-
suming, all of us in our constituencies, but we have that extra
money that needs to be accounted for.

If you believe that we’ll know by October 1 whether or not
we’re going to have a fall session, I would suggest that at the very
latest mid-October, if we don’t have a fall session, we have your
full-day meeting as you suggested, morning and afternoon. If that
meeting could take place on a Monday for the convenience of us
southerners, who have to travel up, that would be most appre-
ciated.

Mr. Rodney: Mr. Chair, I’d be happy to hear what the other
members have to say about this as well.

I want to work with you, Mr. Chase. You know that. I would go
so far as to schedule Children and Youth Services for the first
Wednesday of when we would be in session and meet whether or
not we are in session.

Mr. Chase: What date would that be?

Mr. Rodney: Well, if you said that the date forecast was October
25 — what day of the week is that? I’'m just saying the first
Wednesday after. I can look it up really quickly here if you want.

The Chair: October 26 is the date, I believe.
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Mr. Rodney: That’s my suggestion, Mr. Chase. We’re hoping to
see them. I would say that we should meet them then. I'll tell you
what. If before that point we know that we are not having a fall
session, I would encourage us to meet other departments on that
day. But we’ll have to wait and see. If there is a fall session, of
course, we’d have to go back for question period.

Mr. Chase: I’ll just note that June, July, August, September will
have passed, and we’ll be $4,000 to the taxpayers’ good without
having met. It’s the will of the committee at what point in October
they wish to have a meeting, but to me that is the absolute latest
that such a meeting could take place.

The Chair: Thank you, Mr. Chase.

Certainly the chair would note that we met with Alberta Health
and Wellness recently, and Alberta Health Services, I believe I’'m
recalling, has a budget in excess of $10 billion. The chair would
be very disappointed if we did not meet with Alberta Health Ser-
vices over the summer for a detailed explanation of their financial
statement. That’s all I can say.

Mr. Chase: Mr. Rodney, would you like to formalize your meet-
ing motion for October?

Mr. Rodney: Oh, well, sure. I would simply say that
the Public Accounts Committee invite the Children and Youth
Services ministry representatives to appear before the commit-
tee on October 26, whether or not there is a fall legislative
session.

Mr. Dallas: I’ll second that motion.

10:00
The Chair: Okay. Thank you. The hon. members heard the motion?

Mr. Rodney: The only question I have, Mr. Chase, or maybe it’s
for our clerk: do we know exactly when we saw Children and
Youth Services last?

Ms Rempel: Mr. Rodney, that was on April 14, 2010.

Mr. Rodney: There you go. That’s over a year. I’'m not opposed
to having them at all. I’'m happy to stand by my motion, and I’d be
interested to see if the others are in agreement or not. It’s com-
pletely up to them.

The Chair: All in favour of the motion? Opposed? Seeing none,
thank you for that.

We will get this teed up, and hopefully we will have a lot of
meetings between now and the end of the year because this is an
important committee. I think we can examine a lot of financial
statements, and we can certainly ensure that money is being well
spent on behalf of taxpayers. Thank you.

The date of the next meeting: we’ve taken care of that issue.

Is there any other business?

Seeing none, may I have a motion to adjourn, please?

Mr. Sandhu: So moved.

The Chair: Moved by Mr. Sandhu that the meeting be adjourned.
All in favour? None opposed. Thank you very much. Take care.

[The committee adjourned at 10:02 a.m.]
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