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ACC – leading the world in injury prevention, care and recovery
This page provides you with an overview of the information you require as incoming Minister for ACC

Where further information is included in the briefing, page numbers are given
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•	 [Withheld under sections 9(2)(i) and 9(2)(g)(i)]

•	 Community injury prevention forums (page 11)

•	 Motorcycle Safety Advisory Council (page 12)

•	 New Zealand Injury Prevention Strategy Joint Work Plan 
(page 12)

•	 2011 Financial Condition Report (page 13)

•	 Funding policy review (page 15)

•	 Work-related gradual process disease and infection 
(WRGPDI) funding policy (page 16)

•	 Government appropriation for the Non-Earners’ Account 
(page 17)
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•	 [Withheld under section 9(2)(g)(i)]

•	 Hearing loss entitlements (page 10)

•	 Safety 2012 World Conference (page 12)

•	 Levy impact of reaching full-funding (page 13)

•	 Forecast performance of the ACC Scheme for 2011/12 
(page 15)

•	 Scale and performance of ACC’s investment fund (page 18)
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•	 First rate rehabilitation of injured people

•	 Operating with financial confidence and delivering value

•	 Making it easier to do business with ACC

•	 Excellence in injury prevention
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•	 The Scheme provides a range of entitlements as set out in 
the Accident Compensation Act 2001

•	 The Act charges ACC with three core functions:

−− 	Injury prevention – promoting measures that reduce 
the incidence and severity of personal injury

−− Rehabilitation – specific provisions prescribe the 
entitlements that clients can access when a claim has 
cover

−− Compensation – financial compensation is provided to 
clients for losses attributable to personal injury
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•	 Unfunded liability reduced from $10.3 billion to $6.7 billion

•	 ACC returned a surplus of $3.5 billion

•	 Rehabilitation rates improved

•	 The number of long-term clients is at its lowest since 1994

•	 Investment income has significantly outperformed market benchmarks for 16 years

•	 Administration costs (the costs of running ACC) were $24 million better than budget

•	 ACC achieved a $4.4 billion actuarial release by June 2011 against the $3 billion target set for 
30 June 2012

•	 ACC’s ratio of engaged staff to disengaged staff was 5.22:1, placing it in the top 25% of 
New Zealand state sector organisations, and the top 45% of organisations worldwide
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•	 Cover under the Scheme is managed through five Accounts: Work Account, Earners’ Account, 
Non-Earners’ Account, Motor Vehicle Account and Treatment Injury Account

•	 All taxpayers, employers, self-employed people and motor vehicle owners contribute to funding 
the Scheme by paying levies. Government funds part of the Scheme for people who are not in 
the workforce 

•	 Levies are set by Government annually based on recommendations from the ACC Board which 
are informed by public consultation on proposed levy rates

•	 ACC’s financial position is best understood in terms of its Outstanding Claims Liability (OCL) – 
this is an estimate of the future cost of all claims on ACC’s books. The OCL can be looked at for 
the Scheme as a whole or by individual Account

•	 There is a legislative requirement for ACC to be fully funded (ie, have assets to meet its 
estimated liabilities) by 30 June 2019

•	 ACC manages over $17 billion in investment funds. These are used to offset the future costs of 
current claims
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•	 26 branches, approximately 2,800 staff

•	 1.6 million claims: 410,000 clients received more from ACC than only 
medical fees; 358,650 were weekly compensation recipients; 11,615 
were long term clients – of which 4,900 were seriously injured

•	 ACC spent $2.6 billion on claim costs, including:

−− $770 million on weekly compensation

−− $408 million on social rehabilitation

−− $42 million on vocational rehabilitation

−− $27 million on injury prevention

•	 ACC received:

−− $3.6 billion in levies from employers, employees and motorists

−− $1.2 billion from government appropriations (non-earners’ and 
treatment injury)

•	 ACC had $24.5 billion in claims liability and $17.6 billion in 
investments
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•	 ACC has a Board, appointed under the Accident Compensation 
Act 2001, which is accountable to the Minister for ACC for the 
performance of the organisation

•	 The Board consists of a Chair, a Deputy Chair and six other 
members, each with a term of three years, with an option to be 
reappointed for a second term

•	 The Chief Executive of ACC is appointed by the Board and is 
responsible for the day-to-day operation of ACC

•	 The Board’s accountability to the Minister for ACC is subject to 
the Crown Entities Act 2004 and is set out annually in a suite of 
documents: Statement of Intent, Service and Purchase Agreement 
with the Minister for ACC, Non-Earners’ Account Purchase 
Agreement, and the Annual Financial Condition Report

•	 The Department of Labour monitors ACC’s performance and 
compliance with legislation
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Christchurch earthquakes

•	 The Christchurch earthquakes during 2010–11 had a devastating impact on the city. Those occurring in February and June 2011 presented a significant challenge for ACC

•	 As at early October 2011 ACC had received 12,642 earthquake-related claims. The majority of these were low-severity claims attributed to the 22 February earthquake. The low-severity claims only required short-term support and have not had a significant impact on 
the Scheme. ACC continues to provide care and support to clients who were more seriously injured in the earthquakes

•	 Many ACC staff were personally affected by the events. ACC provided support in the immediate aftermath of the earthquakes and on an ongoing basis

•	 ACC premises in central Christchurch were affected by the quakes. They have been declared unsafe and are not reopening. A new office was opened in Addington in May 2011.

Pike River

•	 The Pike River Coal Mine tragedy occurred on 19 November 2010. ACC is managing the claims for the 29 men killed in the Pike Rive Mine disaster and has worked with their families to determine entitlements. ACC responded immediately by providing support to the 
affected miners and their families, including expediting the claims process by lodging claims for the miners based on information supplied by the NZ Police and Pike River Coal. Support continues to be provided to the survivors and families of those miners affected by 
the tragedy.

ACC6158  December 2011

Further information is included in ACC’s Statement of Intent 2011–14, ACC’s Annual Report 2011, the 2011 Financial Condition Report
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Message from the Chair

Congratulations on your appointment as Minister for ACC.

New Zealand’s Accident Compensation Scheme (Scheme) has an influential role in improving New 

Zealand’s economic performance. ACC directly contributes to maintaining the productivity of New Zealand 

through our prevention and rehabilitation activities. It is also a cost to businesses, individuals and the 

Crown.

In 2009, the Government appointed a new Board to address the significant financial challenges that 

threatened the Scheme’s long term sustainability. A comprehensive, five year programme of change was 

implemented in 2009 to address these challenges. This change has set ACC on a positive path and led 

to a significant turnaround in financial performance. Prudent planning and solvency targets have been 

introduced, and the future of the Scheme is looking much more assured than it was two years ago.

The results delivered by the change programme to date have exceeded expectation. The initial actuarial 

release target, set for 2011, was actually achieved within 12 months. In 2010/11, ACC recorded an operating 

surplus of $3,500 million, which enabled the net deficit to be reduced from $10,300 million to $6,700 million.

The main reasons for the improvements are greater understanding and better management of the factors 

influencing past inflationary pressures, and an increased focus on ACC’s legislative mandate, claims 

management and Scheme sustainability. In addition, fewer claims have been lodged with ACC due to 

the economic environment, media coverage focusing on the past poor performance of ACC, the resulting 

threat to the Scheme’s long-term sustainability, and legislative changes.

ACC is two years into its journey and continued effort will be required to ensure it builds on the sound 

platform of change that has been established. ACC must continue to focus on enhancing performance 

across the business and on providing better value for money.

There are proactive strategies in place to ensure ACC continues to deliver high quality rehabilitation, 

compensation and injury prevention while managing risk and supporting continuous improvement. These 

strategies fall into four areas:

•	 first rate rehabilitation of injured people

•	 operating with financial confidence and delivering value

•	 making it easier to do business with ACC

•	 excellence in injury prevention.

Major projects are under way which will help augment the progress achieved to date, and ACC staff have 

proven themselves willing and able to successfully tackle the tasks ahead.

This document provides you with an overview of the Scheme. Immediate and medium-term issues for your 

attention are highlighted in shaded boxes throughout the document.

I am happy to meet with you at the earliest available opportunity and also extend a warm invitation to you 

to visit our offices to further acquaint yourself with our organisation and our people.

Once again, congratulations on your appointment and I look forward to working with you.

John Judge

Chair
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[Withheld under sections 9(2)(i) and 9(2)(g)(i)]
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part 2

Scheme overview

Scheme cover

ACC is the Crown entity that manages New Zealand’s universal, 24/7, no-fault Accident Compensation 

Scheme. The Scheme provides cover to people injured in New Zealand, including overseas visitors and, in 

some cases, New Zealanders injured overseas. The majority of claims for ACC cover are lodged through 

a medical practitioner at a general practice, emergency department, or accident and medical centre. To 

establish eligibility for cover, ACC determines whether the claimant has suffered a personal injury, the 

cause of the injury, and where the injury occurred.

The types of injuries covered by the Scheme are:

•	 non work-related personal injuries

•	 motor vehicle injuries

•	 work-related personal injuries

•	 work-related gradual process disease and infection injuries

•	 sensitive claims (sexual abuse)

•	 injuries that occur as a result of medical treatment (treatment injury).

In most cases determining eligibility is relatively straightforward; specialist teams within ACC determine 

eligibility for more complex injuries.

Rehabilitation, compensation and injury prevention

The Accident Compensation Act 2001 sets out three key roles for ACC:

•	 injury prevention – ACC is responsible for promoting measures that reduce the incidence and severity 

of injuries. These measures can only be implemented if they are expected to lead to a cost-effective 

reduction in levies

•	 rehabilitation – if ACC accepts a person’s claim, it must provide entitlements to the level prescribed 

in legislation, with the goal of restoring the person’s independence to the maximum extent 

practicable. Entitlements include:

−− contributions to the costs of treatment

−− rehabilitation (help with getting back to work or independent living)

•	 compensation – ACC also provides financial compensation to people for losses they incur because of 

their injuries. This includes:

−− weekly compensation (income replacement) for earners, at 80% of their annual earnings if they 

are injured and do not return to work within a week, up to a maximum of $1,750.28 per week (to 

30 June 2012)

−− lump-sum compensation (one-off payments) for people whose injuries have left them 

significantly and permanently impaired, up to a maximum lump sum payment of $128,642.56 (to 

30 June 2012)

−− compensation if someone dies in an accident, such as funeral grants, survivors’ grants and 

weekly compensation for their spouse or partner, children and other dependants.

A summary of entitlements is included in Appendix 1.
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Financial position

ACC must hold sufficient funds to meet its statutory obligations to pay for entitlements for injured people 

who have cover, as well as the administrative infrastructure required to deliver the Scheme.

The Scheme’s financial position is best understood in terms of its Outstanding Claims Liability (OCL) and 

solvency:

•	 the OCL is an actuarial estimate of the net present value of all future costs of all of the claims on 

ACC’s books at a particular point in time, including an allowance for claims incurred but not reported, 

and re-opened claims

•	 solvency is the ratio of ACC’s assets to its liabilities - whether the Scheme has sufficient assets to 

meet the OCL.

Funding requirements

Funding for the Scheme is managed through five Accounts:

•	 	levied Accounts (collected through ACC levies) – the Work Account, Motor Vehicle Account, and 

Earners’ Account

•	 non-levied Account (collected through Government appropriation) – the Non-Earners’ Account

•	 mixed-funded Account (collected through ACC levies and Government appropriation) – the 

Treatment Injury Account.

The table below presents the key features of the five Accounts as forecast for 30 June 2012, based on the 

Pre-Election Economic and Fiscal Update (PREFU).

ACC Account Who funds it? What’s covered?

Work

Total Income: $1,296m

Solvency Ratio: 98.2%

(30 June 2012 forecast)

Employers, based on the wages or 
salaries they pay their employees 
in a financial year (called ‘liable 
earnings’).

Self-employed people and private 
domestic workers, based on their 
earnings

Work-related injuries affecting 
employees, self-employed people 
and private domestic workers 
(excluding most motor vehicle 
injuries). The continuing cost of 
work-related injuries that happened 
before 1 July 1999 and non work-
related injuries to earners that 
happened before 1 July 1992

Earners

Total Income: $1,746m

Solvency Ratio: 100.7%

(30 June 2012 forecast)

Employees, self-employed people 
and private domestic workers, 
based on their earnings

Non-work related injuries that 
happen to people in the paid 
workforce when they are at home or 
during sport and recreation

Motor Vehicle

Total Income: $1,282m

Solvency Ratio: 69.4%

(30 June 2012 forecast)

Motor vehicle owners, users and 
motorists through a levy collected 
from petrol sales (the petrol levy) 
and a levy collected when licensing 
a vehicle (the licence fee levy)

Injuries involving moving motor 
vehicles on public roads

Non-Earners

Total Income: $1,038m

Solvency Ratio: 69.4%

(30 June 2012 forecast)

The Government, funded on a 
pay-as-you-go basis (the amount 
needed to cover the costs due to be 
paid during the levy year)

Injuries suffered by people not 
in the paid workforce (such as 
students, beneficiaries, children and 
retired people)

Continued …
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ACC Account Who funds it? What’s covered?

Treatment Injury

Total Income: $344m

Solvency Ratio: 55.2%

(30 June 2012 forecast)

Earners (through the Earners’ 
Account) and the Government 
through a contribution for non-
earners. The Account is funded 
based on the amount needed to 
cover the costs due to be paid 
during the levy year

Injuries caused by medical 
treatment

Each Account covers one or more sections of the community, as shown in the table below.

ACC Account Children Employed Unemployed Superannuitants

Work ✓

Earners ✓

Motor Vehicle ✓ ✓ ✓ ✓

Non-Earners ✓ ✓ ✓

Treatment Injury ✓ ✓ ✓ ✓
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Claims profile

Each year ACC collects information on:

•	 new claims registered in that year. This is the total number of claims accepted as covered; more than 

90% of these are for primary care only (eg GPs, emergency room treatment, physiotherapy)

•	 new claims receiving entitlements beyond primary care. This is a subset of the new claims registered 

in that year, and includes those receiving weekly compensation, and/or support for returning to 

independence and/or elective surgery.

The table below shows, by Account, the type and number of claims for the 12 months to 30 June 2011.

Claim Type

Work 
Account
(% of 
total new 
claims)

Motor 
Vehicle 
Account
(% of 
total new 
claims)

Earners’ 
Account
(% of 
total new 
claims)

Non-
Earners’ 
Account
(% of 
total new 
claims)

Treatment 
Injury 
Account
(% of 
total new 
claims) Total

Total new 
claims 
registered

189,117

(11.29%)

34,484

(2.06%)

585,858

(34.97%)

860,456

(51.37%)

5,192

(0.31%)

1,675,107

New 
entitlement 
claims

24,092

(1.44%)

4,334

(0.26%)

44,992

(2.69%)

22,848

(1.36%)

1,493

(0.09%)

97,759

(5.83%)

In 2010/11, 53,857 (3.22%) of the total new claims registered received weekly compensation.

Claims Management

The Claims Management function of ACC encompasses claims processing and case management. Claims 

are currently managed by:

•	 processing and assessing all new claims

•	 specialist services (including dental, accidental death, treatment injury, elective services) and medical 

fee payments

•	 providing telephone-based support and management of low-complexity claims (80% of entitlement 

claims)

•	 providing face-to-face claims management for higher needs claims (20% of entitlement claims). 

Certain types of claims receive specialist management.

Claims Management effectiveness

The effectiveness of Claims Management is measured by the rate at which it returns clients to work 	

and/or independence. The table below sets out the improvement in rehabilitation rates based on the 

number of weekly compensation days paid for key duration periods since 2008-09.

part 3

Claims Management
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Weekly 
Compensation 
rates

2010–11
Actual

(as at 30 June 2011)
2010–11

Target
2009–10

Actual
2008–09

Actual

70 Days 70.8% 71.1% 70.0% 67.1%

182 Days 89.7% n/a 88.0% 85.9%

273 Days 93.6% 92.3% 91.8% 90.6%

365 Days 95.3% n/a 93.7% 93.3%

While the trend has been one of ongoing improvement in rehabilitation rates, ACC’s short term claims 

performance has begun to plateau. This is associated with a gradual shift in the mix of claims towards 

more complicated cases, including:

•	 an increasing number of claims with a previous case history

•	 the ageing ACC client base, mirroring the ageing population

•	 a fall in claims numbers, resulting in a larger proportion of claims which take longer to rehabilitate.

In spite of these factors making it more difficult for ACC to maintain its rate of improvement, ACC 

continues to seek operational efficiencies.

[Withheld under section 9(2)(g)(i)]	

Sensitive claims

In October 2009 ACC implemented a new clinical pathway for sensitive claims. Widespread concern was 

expressed by clients and treatment providers regarding the new pathway. Following an independent 

review, ACC is working with key stakeholders to implement the recommendations from the review. This 

work addresses issues relating to delays and access to services which followed the introduction of the 

pathway. A Board-initiated independent review of progress in May 2011 commented positively on the 

improved relationship between ACC and its stakeholders. A second independent progress review will take 

place in March 2012.

Treatment

Some of ACC’s performance improvement can also be attributed to its approach to funding treatment. 

Generally, ACC funds treatment under regulations or through contracts. However, ACC must purchase 

acute treatment from public hospitals through the Public Health Acute Services (PHAS) agreement.

Public health acute services agreement

The PHAS agreement is between you and the Minister of Health and covers ACC’s purchase of acute 

hospital-based services from District Health Boards. In 2010/11 ACC paid $421 million for these services.	
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[Withheld under section 9(2)(g)(i)]	

Elective surgery

Between 2002 and 2009 ACC expenditure on elective surgery increased by 151%. In response, ACC revised 

its approach to assessing applications by increasing the amount of clinical resource in this area. This 

resulted in more declined applications, which in turn increased public scrutiny of ACC’s decision-making.

ACC then undertook a review of its elective surgery decision-making, which found that the majority of 

clients believed they had been treated fairly and in a timely manner. The review findings were well received 

by the sector. However, the review made a number of recommendations for improvement, which ACC is 

implementing in conjunction with stakeholders.

Hearing loss

In July 2010 ACC implemented a threshold whereby clients only receive ACC cover if their injury-related 

hearing loss is 6% or more. In addition, in January 2011 ACC began funding support for hearing loss through 

regulations rather than contract. The changes meant:

•	 support for those with hearing loss is now delivered through a combination of ACC (injury-related) 

and Ministry of Health (non injury-related) subsidies using an apportionment model

•	 hearing loss expenditure is considerably lower than previous years.

Medium-term issues

Hearing loss entitlements

The introduction of a 6% injury-related hearing loss threshold is being challenged through the Human 

Rights Commission. A number of clients, with support from the National Foundation for the Deaf, argue 

that the threshold discriminates on the basis of disability.
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part 4

Injury prevention

ACC is one of a number of Government and non-Government organisations with a mandate to reduce 

the incidence and severity of injury in New Zealand. Although this area is high-profile, reporting on total 

Government spend and outcomes is not particularly robust. ACC is a minor player in injury prevention and 

has a limited ability to determine investment across the sector.

ACC delivers a number of injury prevention programmes targeted at areas of high cost to the Scheme. 

These focus on reducing injuries in the home, in sport and recreation, on the roads and in the workplace. 

These constitute a small portion of the total injury prevention activity and spend in New Zealand.

ACC’s key priority areas in injury prevention are:

•	 falls in the working-age population

•	 sport and recreation

•	 alcohol as a contributing factor to injury

•	 motorcycle and scooter safety and driving practice

•	 workplace injury prevention.

Issues for your immediate attention

Community Injury Prevention Forums

ACC intends to hold a series of Community Injury Prevention Forums focused on falls injuries in the 

working-age population in three locations around New Zealand in February or March 2012. There are 

opportunities for you to be involved in the forums:

•	 in December, by publicly announcing ACC’s intention to host the forums

•	 by participating in one or more forums through an opening or closing address

•	 through the expected media interest in the forums.

These opportunities will be scoped further in discussion with your office.

Motor vehicle injury prevention initiatives

ACC has a number of initiatives to improve driver safety. These include:

•	 Scooter Survival – which aims to reduce the seriousness of accidents for scooter riders by increasing 

safe riding practices and the number of riders wearing appropriate clothing

•	 Ride Forever – which aims to reduce serious injuries in motorcyclists over 40 years old

•	 Practice programme – in partnership with the New Zealand Transport Agency, which aims to 

increase the proportion of young learner drivers doing 120 hours of supervised practice in a range of 

conditions and situations.
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Motorcycle Safety Advisory Council

The Ministerial Motorcycle Safety Advisory Council advises on ACC expenditure from the Motorcycle Levy 

Fund. The Council and ACC report to you regularly on current activities.

Issues for your immediate attention

Motorcycle Safety Advisory Council

The Council will release a Request for Proposals for improving motorcycle visibility before the end 

of 2011.

This work will be discussed further with your office.

New Zealand Injury Prevention Strategy

ACC leads the New Zealand Injury Prevention Strategy (NZIPS), a whole-of-Government initiative which 

seeks to reduce injury and fatality rates nationwide by promoting greater collaboration in the injury 

prevention sector.

As NZIPS lead, ACC houses the NZIPS Secretariat and also has specific responsibility for leading the falls 

prevention and drowning prevention workstreams.

The NZIPS Secretariat monitors the performance of the priority area strategies and reports annually on 

outcomes, trends and Government expenditure on injury prevention. Current reporting of Government 

expenditure is at a high level and does not assess the Government’s return on investment. The Secretariat 

is looking at this matter within the wider context of improving outcomes reporting for NZIPS.

Issues for your immediate attention

New Zealand Injury Prevention Strategy Joint Work Plan

The NZIPS Joint Work Plan will need to be agreed by the Injury Prevention Ministerial Committee in the 

first half of 2012.

Medium-term issues

Safety 2012 World Conference

In October 2012 ACC is hosting the Safety 2012 World Conference, in conjunction with the Safe 

Communities Foundation and the University of Otago’s Injury Prevention Research Unit. ACC is 

sponsoring the conference along with the World Health Organisation. The conference will raise ACC’s 

global profile in injury prevention and bring together the world’s leading injury and violence prevention 

and safety researchers, practitioners, and policy makers.
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Financial position

The ACC Scheme in 2009 was in a critical financial condition, with burgeoning liabilities of $27,100 million 

but only $14,300 million in assets. The Scheme was in deficit by $12,800 million. The situation came about 

because of a long period during which Scheme costs increased, but income failed to keep pace with those 

costs. Over the last two financial years, ACC has focused on controlling growth in the OCL. This, along 

with substantial investment earnings, has resulted in a significantly improved financial position. Over 

the last two financial years, the net deficit (unfunded liability) has reduced from $12,800 million to $6,700 

million.

Issues for your immediate attention

2011 Financial Condition Report

Under the Accident Compensation Act 2001, ACC is required to prepare an annual report on its financial 

condition as soon as practicable after the end of the financial year and to provide this report to the 

Minister for ACC. It is intended that you receive the 2011 Financial Condition Report shortly after the 

new Government is formed. A copy must be provided to the Minister of Finance and presented to 

the House of Representatives within five days or, if this is not feasible, as soon as possible after the 

commencement of the next session of Parliament.

Levies

Prior to 1 July 1999 levies were collected on a ‘pay-as-you-go’ basis, which meant that levies only covered 

the costs that needed to be paid during the levy year. Since then, levies have been collected on a 

fully‑funded basis. Full-funding means that the levies collected each year should be sufficient to meet 

both the lifetime costs of injuries occurring in that year and also the residual liability associated with 

pre-July 1999 claims. Full-funding also supports levy stability by providing a stream of investment earnings 

that help reduce the solvency gap. This, alongside improvements in claims management, has resulted 

in the reduction in the Work Account levy by 22% and in the Earners’ Account levy by 17% for the 2012/13 

levy year.

Medium-term issues

Levy impact of reaching full-funding

After 2019 the levied Accounts will be fully-funded and the residual portion will have been fully 

collected. Depending on the funding policy and the financial status of the Scheme that applies at that 

time, levies should reduce.

part 5

Scheme funding
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The Non-Earners’ and Treatment Injury Accounts do not have a full-funding target. Since 2001 all funds in 

the Non-Earners’ Account (which funds approximately two thirds of the Treatment Injury Account) have 

been appropriated on a fully-funded basis and injuries prior to 2001 continue to be funded on a	

‘pay-as-you-go’ basis.

Funding policy

In 2011 the Board reset its funding policy based on the objectives of ongoing levy stability and minimising 

the risk of under- or over-funding the Accounts. Changes to the funding policy were driven by analysis in 

the 2010 Financial Condition Report and are based on capital management best practices.

The funding policy establishes a ‘targeted range’ of acceptable solvency outcomes that best reflects the 

variability associated with each Account. A point estimate target, which was previously used, exposed 

the Scheme to unwarranted changes in funding requirements caused by the volatility in investments and 

the economy. Applying a targeted range reduces levy volatility by allowing changes in experience to be 

smoothed over a number of years and allows other changes to be implemented without having to adjust 

levies, eg changes in investment strategy or injury prevention.

Under current legislation, ACC’s Board is responsible for setting funding policy for the Scheme and 

recommending levy rates to the Minister. The Minister has the final say on the levies, but does not 

determine funding policy.

[Withheld under section 9(2)(g)(i)]
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Issues for your immediate attention

Funding Policy Review

When Cabinet agreed to the 2012/13 levy rates it directed that a review of the funding policy for the ACC 

Accounts be undertaken. [Withheld under section 9(2)(g)(i)]	

The Australian Workplace Relations Ministers’ Council publishes a Comparative Performance Monitoring 

Report that provides a comparison of workers compensation schemes in Australia and New Zealand. The 

table below presents a comparison of the standardised ratio of assets to net OCL, as in the 12th Edition of 

the Report published in December 2010. The table illustrates that Scheme peers typically retain a capital 

reserve and target a funding ratio above 100%.

The funding ratio for ACC includes the under-funded residual portions (including the pre-2001 

Non‑Earners’ Account claims which are funded on a pay-as-you-go basis). South Australia has had a 

number of funding issues for many years which have been compounded by poor investment returns and, to 

a lesser degree, legislative changes.

Comparison of standardised ratios of Assets to Net OCL (Work Account only)

Financial Year Ending
Country Territory 2005 2006 2007 2008 2009

AUS QLD 158% 232% 222% 195% 146%

AUS TAS 152% 168% 145% 131% 134%

AUS WA 124% 113% 128% 139% 128%

AUS VIC 113% 129% 146% 138% 120%

AUS Comcare 104% 114% 118% 117% 117%

AUS NT 102% 103% 110% 112% 112%

AUS NSW 80% 104% 121% 119% 98%

NZ 81% 88% 99% 93% 81%

AUS SA 63% 66% 66% 61% 56%

Medium-term issues

Forecast performance of the ACC Scheme for 2011/12

In the PREFU, ACC’s forecast surplus for the year to 30 June 2012 was revised from $1,999 million to $61 

million. This lower forecast result was driven principally by:

•	 a reduction in the discount rate, which increased the claims liability (an additional $1,407 million)

•	 the unexpired risk liability (an additional $121 million)

•	 the deterioration in forecast investment income due to global economic conditions (a reduction of 

$238 million)

•	 lower levy revenue in the Work and Earners’ Accounts due to lower levies for 2012/13 (a reduction of 

$193 million).

[Withheld under section 9(2)(g)(i)]	
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Work-related gradual process disease and infection (WRGPDI) 
funding policy

Gradual process claims arise from situations where there has been workplace exposure to an element, 

the damage from which may not manifest itself as an injury until years later. These claims can be funded 

either on a claims-made or claims-incurred basis. A claims-made basis recognises the lifetime liability of a 

claim only when that claim is reported. A claims-incurred basis recognises a portion of the lifetime liability 

corresponding to the exposure date. The difference in classification is determined by the time when claims 

are recognised.

ACC currently funds WRGPDI on a claims-made basis because the length of time before an injury manifests 

itself means that estimates of date of exposure and claim costs at that time are highly uncertain. Funding 

the cost of WRGPDI claims from when the injury manifests itself and the claim is reported greatly reduces 

the cost of this uncertainty, and the corresponding impact on the levy payer. However, it may result in 

businesses that did not exist during the exposure period having to meet the cost of these claims.

The main area of risk associated with WRGPDI claims is that future types of these claims cannot be 

predicted. On a claims-made basis, this can be mitigated by adjusting levies at the next renewal. On a 

claims-incurred basis, it is not possible to accurately quantify new types of claims and past levies cannot 

be adjusted.

[Withheld under section 9(2)(g)(i)]

Government appropriation

The Non-Earners’ Account funding is appropriated every year and the level of funding is set for a four year 

period by Cabinet through the annual Budget process. ACC provides recommendations to you on the level 

of funding required in the Account, based on the results of the December valuation of ACC’s OCL. DoL 

provides you with independent advice on ACC’s recommendations. The Treasury also provides advice to 

the Minister of Finance in relation to the appropriation.

ACC has completed a preliminary review of the estimated funding required for the Non-Earners’ Account, 

based on the results of the June 2011 valuation.

For 2011/12 ACC was able to reduce the funding required for the Non-Earners’ Account by $177 million.

[Withheld under section 9(2)(g)(i)]
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[Withheld under section 9(2)(g)(i)]

Investment income

Alongside levies and Government appropriation, the third principal source of ACC funding is investment 

earnings. ACC is one of the largest investors in New Zealand companies, owning about 4% of the total 

capitalisation of the domestic share market. The following table shows the International Financial 

Reporting Standards (IFRS) Investment Income for the 2010/11 financial year by asset class.

$ million

Cash Portfolio: 31.2

Reserves Portfolios by Asset Class:

Reserves Cash 23.4

NZ Index Linked Bonds 74.8

NZ Bonds 673.0

NZ Equity 261.9

NZ Private Equity 0.6

NZ and Australian Property and Infrastructure 59.4

Australian Equity 208.4

Overseas Bonds 51.0

Global Equity 250.5

Interest Rate Derivative Overlay 72.0

Futures Overlay 48.4

Total Reserves: 1,723.4

Total Investment Income: 1,754.7
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ACC’s reserves portfolios increased in value by 36% from $12,883 million as at 30 June 2010, to $17,557 

million by 30 June 2011. This growth comes from a combination of investment returns and ACC adding 

extra funds from the surplus of levy income over Scheme expenditure.

Medium-term issues

Scale and performance of ACC’s investment fund

Investment performance has significant implications for the overall financial health of the Scheme. As 

ACC’s total investment funds grow it will not be possible to maintain current percentage allocations of 

funds to New Zealand investment markets without holding a bigger and bigger slice of those markets. 

However, if ACC owns a more significant percentage of New Zealand investment markets, it could 

become increasingly difficult for ACC to out-perform the market as a whole. ACC will take this into 

account when deciding how its allocation to investment markets should evolve over time.

ACC will need to continue to operate in surplus until it has sufficient funds to cover the OCL. The claims 

liabilities for each Account are projected to grow roughly in line with growth in the size of the New Zealand 

economy in the long-term. As a result, it is expected that ACC’s investment funds will roughly double over 

the next seven years.
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part 6

Delivering ACC’s strategy

ACC’s current strategic direction is set out in its Statement of Intent 2011-14 and can be described as three 

outcomes:

•	 delivering levy stability by achieving long-term financial sustainability

•	 rehabilitating injured people in New Zealand efficiently

•	 reducing the incidence and severity of injury where it is cost-effective to do so.

These outcomes, which describe how the Scheme benefits society, are achieved through the delivery of the 

following outputs:

•	 levy setting and collection

•	 investment management

•	 claims management

•	 injury prevention.

With the appointment of a new Chief Executive in September 2011, ACC has begun to refocus its strategic 

direction. In order to ensure ACC continues to deliver high-quality rehabilitation, compensation and injury 

prevention, while managing risk and supporting continuous improvement, ACC is proposing to focus on 

four key areas:

•	 first rate rehabilitation of injured people

•	 operating with financial confidence and delivering value

•	 making it easier to do business with ACC

•	 excellence in injury prevention.

You will be provided with further information on how ACC plans to progress in these four areas.
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Appendix 1

Summary of entitlements

Treatment

Treatment costs Contribution to a range of treatment costs, including visits to the 
general practitioner and other health professionals, for example, 
physiotherapist, dentist, specialist, surgeon, radiologist

Prescription medicine Reimbursement of the cost of certain pharmaceuticals

Ambulance and emergency 
care

Full payment of ambulance service fees and emergency care at a public 
hospital

Managing at home

Home help Help with general housework such as cleaning, vacuuming, laundry

Attendant care Help with personal care such as showering, bathing, getting dressed

Childcare Help with care of children, including taking them to and from school

Equipment Personal aids to help a client cope better at home, for example, shower 
stool, kitchen trolley

The work situation

Weekly compensation Payment of a weekly amount (usually up to 80% of the client’s average 
weekly income) while they are off work because of injury

Rehabilitation plan This can include a fitness programme, guidance on gradually returning 
to work, workplace equipment and retraining if necessary

Transport

Travel subsidy Payment towards public or private transport costs to and from work or 
treatment

Accommodation Help with accommodation costs for out-of-town treatment

More serious injury

Lump sum payment A tax-free, one-off payment for permanent impairment resulting from 
injury

Car and home modifications Contribution to the purchase of a car (and/or modification) and home 
modifications such as ramps, widening doorways

When someone dies as a result of an injury

Funeral grant A fixed amount to help cover burial, cremation and related ceremonies

Survivor’s grant One-off payment to the surviving partner, children and other 
dependants

Weekly compensation for 
the family

Weekly payments based on the deceased person’s average weekly 
income, shared between the surviving partner and dependants for a 
fixed period

Childcare payments A contribution towards childcare costs, paid to the surviving partner for 
a fixed period
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