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This Pricing Report has been prepared for ACC as part of the 2024 levy consultation process by ACC’s 

internal actuaries and is issued by ACC’s Appointed Actuary.  

Whilst different sections of this report set out different aspects of the pricing approach, these 

individual sections could be misinterpreted if they are considered in isolation. Any detailed judgments 

about the methodology, analyses, assumptions and estimates presented in this report should be 

made only after considering the report and appendices in their entirety.  

In writing this report, we’ve complied with the New Zealand Society of Actuaries’ professional 

standards, appropriately adapted for ACC. In line with these standards, our objectives are to:  

• provide recommendations for levy rates for the forthcoming levy period in line with the 

prescribed methodology of the Government’s Levied Accounts’ Funding Policy Statement. 

• provide projections for levy rates beyond the forthcoming levy period  

• outline the methodology and assumptions used in deriving these recommendations 

including where these have changed from the prior pricing review 

• provide support for external actuarial review and information for interested members of 

the public to examine in detail the recommendations and the drivers behind these.  

The Accident Compensation Act 2001 outlines the framework within how ACC can operate. This 

states the requirements for the funding policy which ACC must apply when calculating and 

recommending levy rates. The funding policy that applies to this advice is dated 10 March 2021 and 

was gazetted in April 2021.  

We’re satisfied that the data, methods, and assumptions used in this report are appropriate for the 

purposes of this report.  Throughout our analysis and this report, we have applied a maximum 

materiality threshold of 1c of levy rates. The figures in this report are rounded to simplify 

presentation of the information. This can result in figures appearing to not add up exactly in some 

tables.   

 

Nina Herries  

Appointed Actuary and Head of Actuarial 

Services 

FIA FNZSA 

 

Michael Clarke  

Manager Actuarial Funding and Advice  

FIAA FNZSA 
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Executive Summary 
ACC has five main accounts, each funded differently. Combined, these accounts fund every accident, 

treatment, or compensation claim which ACC pays. They also fund ACC’s injury prevention activity.  

Claims for non-work-related injuries incurred by earners, which includes employees and self-

employed people, are funded from the Earners’ Account. 

The Earners’ levy also funds the Earners’ portion of the claims which are covered by the Treatment 

Injury Account, this is called the “Earners’ portion of the Treatment Injury Account levy”. All the 

analysis and values in this report include the Earner’s portion of the Treatment Injury Account unless 

stated otherwise. 

This Earners’ Account 2025/28 Pricing Report for Consultation (the report) sets out details of ACC’s 

recommendation for the earners’ 2025/26, 2026/27 and 2027/28 (2025/28) levy rates for public 

consultation. Each of the years may have a different recommended levy, calculated in line with the 

funding policy. 

The report represents a key input to the Ministry of Business, Innovation and Employment’s (MBIE)’s 

analysis process to advise the Minister for ACC on ACC’s recommended levy rates. It also provides an 

update of the indicated levy rates and funding ratios for the Earners’ Account (EA) for the 2025/26 

to 2031/32 period. After considering the feedback from the public consultation, Cabinet ultimately 

set the levy rates. 

ACC are recommending capped increases on the Earners’ levy in each of the three years 

We are recommending increasing the levy rate from $1.39 for the 2024/25 levy period to $1.45, 

$1.52, and $1.59 for the 2025/26, 2026/27, and 2027/28 levy periods respectively. 

At the time 2022/25 levies were set by Cabinet, ACC provided forecasts of likely future levies in the 

Section 331 report. The 2025/26 capped levy rate was expected to be $1.45. 

Since the 2021 consultation key economic and claim assumptions have changed, resulting in changes 

to the uncapped levies. However, once capping is applied the levy rates have not changed for 

2025/26 and 2026/27. The rate for 2027/28 was previously expected to be $1.58.  

Below we step through these changes starting with the prescribed 2024/25 levy rate, then stepping 

through the impact of these changes on the uncapped 2025/26 levy rate between the 2021 

consultation and the current consultation. 

The main drivers of these increases in uncapped levy rates are: 

• increasing claim costs increase the uncapped levy by $0.32. This is predominantly due to: 

o claims taking longer to rehabilitate has increased the uncapped levy by $0.27. Of 

this, weekly compensation has increased new year cost by $0.22. 

o a higher number of expected claims which increases the uncapped levy rate by 

$0.02. This is mainly from an increase in weekly compensation claims.  

o bulk billed payments have increased the uncapped levy by $0.03. 
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• inflation has been higher than expected over the last three years resulting in increased claim 

costs. Inflation projections are also higher than previously expected. These increase the 

uncapped levies by $0.17 and $0.04 respectively. 

• a lower-than-expected asset balance reduced the fund balance, increasing the uncapped 

levy rate by $0.07. The investment returns were expected to be 11% (after costs) for both 

the Earners and Treatment Injury Accounts over the three years between June 2021 and 

June 2024. The actual returns were 6% and 4% respectively mainly driven by large negative 

returns in 2021/22. 

Partially offset by: 

• increases in discount rates and investment forecasts reduced the uncapped levy rate by 

$0.21. 

The cap reduces the limits of these movements on the recommended levy to a maximum 5% 

increase. For the 2025/26 levy year the cap reduces the levy rate ACC can recommend by $0.50 to 

$1.45. 

 

The lifetime cost of claims incurred in the levy year is higher than the expected levy revenue 

The uncapped levy rate is comprised of two components – the new year cost of claims and the 

funding adjustment. When the levy rate doesn’t cover the new year cost of claims, the income 

deficit either reduces surplus assets or will need to be collected through higher levies in future years.  

The new year rate for the 2025/26, 2026/27, and 2027/28 levy years are estimated to be $1.87, 

$1.90, and $1.95 respectively. This is significantly higher than the recommended levies.  

The OCL and the asset balance, both of which are used to calculate the Accounts funding position 

are very sensitive to changes in economic assumptions. Even a small change can significantly change 

the current funding position affecting the adjustment required to the uncapped levy.  

Ultimately, until the levy rate reaches the new year cost increases in levies are likely to be needed.  
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High-Level Analysis of Change 
The high-level analysis of change for the 2025/26 levy rate is presented below.  

 

 

Key drivers of levy rates

2024/25 precribed rate $1.39

Previous estimated 2025/26 rate $1.56

Updated Opening Assets +$0.07

Base Inflation +$0.21

Discount Rate/ Investment Forecasts -$0.21

Updated Exposure -$0.21

Total external factors -$0.14

Levy after external factors $1.42

New year claims 

- Higher rehabilitation costs for Weekly Compensation claims +$0.21

- Higher claims volume for Weekly Compensation +$0.04

- Increased funding for emergency services +$0.03

- Higher rehabilitation costs for Sensitive Claims +$0.02

- Increased Sensitive Claim volumes +$0.01

- Other internal factors -$0.00

Funding adjustment +$0.14

Net Benefit of IP & ICIP +$0.08

Total internal factors +$0.52

Estimated uncapped 2025/26 levy rate $1.95

Recommended 2025/26 levy rate $1.45
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The “previous estimated 2025/26 rate” is the projected 2025/26 rate calculated as at 30 June 2021 

as part of the previous consultation. 

This split is different to the influenceable and non-influenceable split reported in the OCL. However, 

the differences are directionally the same and not expected to be materially different.  

Further information is available: 

• For detailed analysis of change, refer to Appendix D. 

• For information on the underlying assumptions, refer to Key Assumptions and Injury 

Prevention and Integrated Change Investment Portfolio.  

• For detailed information, including the appropriate estimates for later years refer to 

Appendix E.  
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Key Economic Assumptions 
The levy rate is influenced by a range of different assumptions. Economic assumptions are 

assumptions that ACC generally (but not exclusively) sources from external organisations (such as 

Treasury and Statistics New Zealand), ensuring alignment with other government agencies 

This section does not present every assumption. Rather, it focuses on those assumptions that have 

the greatest impact on the recommended levy rate. 

Economic assumptions 
Assumptions Discussion 

Discount rates 

 

New Zealand Financial Reporting Standards require risk-free 
interest rates to be used for discounting future claims costs 
when determining ACC’s outstanding claims liability and 
therefore ACC’s funding position. The calculation of funding 
position for pricing purposes differs from that set out in the 
NZFRS as outlined in the funding policy statement in 
appendix B. 

Risk-free interest rates are interest rates that, in theory, are 
obtained by investing in financial instruments with no 
default risk. ACC uses Treasury’s prescribed discount rate 
methodology. This provides consistency across accounting 
valuations reported to the Crown. Treasury releases a 
central table of risk free rates and CPI inflation assumptions.  

This pricing review uses the discount rate forecasts as at 30 
June 2024. Discount rates across most durations have 
increased since the previous consultation (30 June 2021). In 
the long term the rates are unchanged. 
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Investment returns 

  

 

Forecast investment returns are used to project future asset 
values and for discounting new-year claim costs when 
calculating the fully funded cost of the accident years.  

ACC’s investment team has forecasted the expected returns 
for each Account. These were estimated as at 30 June 2024 
using methodology consistent with that used for ACC’s 
annual Strategic Asset Allocation reviews. 

This pricing review uses the investment return forecasts as 
at 30 June 2024. The forecasts have increased by between 
1.08% and 1.48% for the Earners’ Account and 0.96% and 
1.38% for the Earners’ portion of the Treatment Injury 
Account since the previous pricing review. 

 

 

Base inflation 

 

 

The standard inflation rates are used to inflate future claim 
costs and are based on Treasury’s projections. 

As with discount rates, Treasury releases a central table of 
CPI inflation assumptions. The inflation forecasts are 
consistent with the Outstanding Claims Liability valuation and 
with the discount rates and projected investment returns as 
at 30 June 2024. Other inflation forecasts are linked to CPI 
based on past differentials e.g. Labour Cost Index (LCI) is 
typically 0.2% above CPI.  

This pricing review uses the inflation rate forecasts as at 30 
June 2024.  

The short-term LCI has increased by up to 0.22%. The long-
term LCI has not changed. 
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Population growth 

 

  

The earners’ population projections are used to project 
future claim volumes and therefore claim costs. 

Actuarial services updates estimates of ‘exposure’ (the 
earners’ population) annually. At this pricing review, the 
population projections are based on Treasury’s population 
projections and Treasury BEFU 2024 unemployment forecasts 
published in May 2024. The previous pricing review were 
based on Treasury’s population projections and Treasury 
HYEFU 2020 unemployment forecasts published in December 
2020.  

The earners’ population forecasts are higher than the 
forecasts used in the previous review by less than 1%. 

Liable earnings 

 

 

The liable earnings projections are used to calculate earners’ 
levy per $100 liable earnings.  

This pricing review calculates liable earnings based on 
Treasury’s BEFU population projections published in May 
2024. Since the previous pricing review, the liable earnings 
forecasts have increased by around 10.7%, 10.5%, and 10.3% 
over and above the expected population growth for the 
2025/26, 2026/27, and 2027/28 levy years respectively.  This 
is largely due to higher-than-expected wage growth. 
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Sensitivities 
Given the degree of uncertainty inherent in the levy assumptions, it is important to present the 

impact of variations in key assumptions in the form of a sensitivity analysis. Sensitivity analysis 

measures the change in levy rate which would result from a change in each of the key assumptions 

underlying the levy calculation. The movements do not indicate the upper or lower bounds of all 

possible outcomes. 

In the table below,  

• The middle column represents the average levy impact if a specific assumption is up by 1% 

• The right hand column represents the average levy impact if a specific assumption is down 

by 1% 

• The economic sensitivities include the impact on asset movements as well as new year cost 

and OCL movements 

 

In determining which scenarios to examine, we have considered those assumptions which have the 

greatest impact on the levy rates, or which are, in our opinion, the most uncertain.  

Based on these scenarios, the largest impact on the levy rate is the economic scenarios (a change in 

inflation forecasts or discount rate/investment returns), which is largely driven by the economy and 

beyond the control of ACC. 

These sensitivities assume no changes in any other assumptions. For example, a 1% reduction in 

inflation assumes long-term CPI decrease from 2% pa to 1% pa (considered very unlikely) with no 

corresponding decrease in expected investment returns or discount rates (again very unlikely).  

+1% -1%

Discount rate and investment returns -0.11 0.13

Inflation rate 0.19 -0.15

New weekly compensation claims 0.01 -0.01

Weekly compensation continuance rate 0.02 -0.03

Sensitive claims continuance rate 0.02 -0.02

Elective surgery superimposed inflation 0.03 -0.03

Medical superimposed inflation 0.01 -0.01

Care superimposed inflation 0.04 -0.03

Number of elective surgeries 0.02 -0.02

Sensitivity of Levy Rates
Earners' (including treatment injury)
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Injury prevention and Integrated Change 
Investment Portfolio  
In previous pricing reviews, we have offset the calculated levies by the estimated financial benefit 

from Injury Prevention (IP) and the Integrated Change Investment Portfolio (ICIP): 

• Injury prevention aims to stop accidents from occurring and reducing the severity of injuries 

that are suffered, thus reducing the costs incurred by the Scheme. 

• The Integrated Change Investment Portfolio (ICIP) is a large-scale change programme that 

was developed to improve client outcomes and experience and improve customer trust and 

confidence. Considerable upfront investment was made into the ICIP, with the 

understanding that significant benefits would be realised in the future.   

For the 2024 pricing review we have removed both as explicit financial benefits.  

For our injury prevention programmes, most of the consistently performing programmes have now 

been in place for several years so where there are benefits they are already reflected in ACC’s 

current claims experience. In addition, there have been no new programmes in recent years which 

we expect to make significant impacts on the claims costs. If and when new programmes are 

introduced in the future, we will reassess how we allow for any benefits not yet factored into our 

baseline costs.  

ICIP benefits are no longer tracked separately but are instead incorporated into baseline targets that 

undergo regular review by the ACC Board. These baseline targets have been considered when 

setting the baseline cashflow projections that make up the pricing basis.  

Given these considerations, the 2024 pricing review does not to make any explicit allowances for IP 

or ICIP benefits in the calculation of levies. While no explicit benefits are allowed for, injury 

prevention expenses are excluded from the operational expense allowance. This effectively means 

injury prevention is treated as having a return on investment of 1. 

The table below shows the expected impact these two programmes of work were expected to have 

on the levies when levies were set in 2021.     

   

If these management responses were to be included this consultation, levies would still be 

calculated as increasing by the 5% cap. Therefore, there is no change to the capped recommended 

levy rates.  

Management response previous impact on levies2025/26 2026/27 2027/28

Integrated Change Investment Portfolio -$0.05 -$0.04 -$0.05

Injury Prevention -$0.01 -$0.02 -$0.01
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Appendix A – The Earners’ Account Primer
Nature of the Earners’ Account 

The Earners’ Account covers claims for non-work-related injuries incurred by earners, which includes 

employees and self-employed people. The breadth of exposure is wide, covering all non-work-

related injuries including, but not limited to, those that occur in the home, during sport, while in/on 

the water, in commercial entertainment and recreational activities. It excludes accidents involving a 

moving motor vehicle on a public road as these are covered by the Motor Vehicle Account.  

The Earners’ levy also funds a portion of the claims which are covered by the Treatment Injury 

Account. The majority of the levy collected is for the Earners’ Account and a small portion of the levy 

is collected for the Treatment Injury Account and is called the “Earners’ portion of the Treatment 

Injury Account levy”.  

Calculation of the Aggregate Levy Rate 

There are three components to the Earners’ Account levy rate: 

• Levy rate for the new accident year – the expected lifetime cost of the Earners’ Account-related 

injuries and scheme costs for the levy period we consult on. This is calculated for each of the 

three levy years in the 2025/28 period by adding the discounted claim costs for accidents 

expected to be incurred in the particular year to projected expenses, and then dividing by the 

projected liable earnings in those years. These costs are discounted using expected investment 

returns.  

• Funding adjustment – a funding adjustment to return the funding ratio towards the funding 

target over time. This is determined using the parameters specified in the funding policy set by 

the Minister.  

• Any increase in the recommended Earners’ levy is then capped at 5%. 

Similarly the earners’ portion of the Treatment Injury Account levy has the same three components 

but these are typically included in the total Earners’ Account levies for presentation. The levy 

collected is ring-fenced and allocated to each of the accounts. 

The Earners’ Account is still maturing 

The Earners’ Account (and the ACC Scheme as a whole) is still maturing. This means that the Account 

grows each year as new accidents occur which are not fully offset by old claims exiting.  

For example, an injured earner during 2025/26 may receive support from ACC for the rest of their 

life (or weekly compensation to age 65). However, as the Scheme commenced in 1974 there are no 

corresponding exits to fully offset this. 
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Each year the number of earners generally increases as the population increases but this will depend 

on the projected unemployment rate. This means there are more people at risk of having an 

accident and consequential claim attributable to this Account. All else being equal, this increases the 

absolute number of earner injuries each year and therefore each new-year’s costs. The estimated 

number of earners is projected using Treasury’s population forecasts and the unemployment rate in 

line with the most recent Treasury forecasts. For the population forecasts, refer to the Economic 

Assumptions section. 

It also is expected that the cost of funding a new year of claims for the Earners Account will usually 

increase beyond standard inflation, to reflect medical advances, supply and demand in the 

healthcare labour markets and changes in claim mix. 

The nature of the Earners’ Account means there is variability in the levy rates from year to year 

Levy calculations are based on estimates of the present value of future claim and administration 

costs that will be paid over the lifetime of a client for any injuries. This means that payments could 

be made for a lifetime to seriously injured clients and this adds greatly to the variability of the 

estimates. Payments are also affected by economic assumptions (for example, forecast investment 

returns, discount rates, unemployment rates, inflation, etc). 

The levy calculation is for three years 

Levy rates are set for three years in each consultation. The recommended levy rate is not averaged 

over the levy period and can be different in each of the three years.  

Historical and projected levy rates 

The chart below shows the historic prescribed levy rate, the recommended levy rates for the 

2025/26, 2026/27, and 2027/28 levy years, as well as the future projected pathway. 
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In 2017 the levy rates reduced by 4% to $1.21. The new year cost has been increasing and is 

consistently higher than the prescribed levy. In the 2018 consultation ACC recommended increases, 

and no increases were approved. In 2021 the Government agreed to increase the levy rates for the 

Earners’ Account.  

Historically, the rates for the Earners’ Account were higher than current rates, in 2012/13 the rate 

was $1.77. These higher rates were approved to build the assets underlying the Account until the 

Account was fully funded.  
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Appendix B – Funding Policy
The funding policy reflects the Government’s approach to balancing levy stability with Account 

solvency 

When calculating levies, ACC uses the funding policy set by the Government. The funding policy sets 

clear objectives for us to follow, such as maintaining levy stability and minimising the risk of over or 

under funding any of the Accounts. 

The funding policy requires ACC to target holding equal level of funds (assets) and liabilities. That is, 

the funding policy target is 100%. 

When recommending levies, the funding policy requires ACC to start by calculating the lifetime costs 

of all claims made during the levy year. ACC then considers the Account’s funding position, and if it is 

over- or under-funded we return or collect the surplus or deficit funds to move the funding position 

toward the target overtime. The funding policy states that the aggregate levy rate is adjusted to take 

the fund to target smoothly over a ten-year horizon. This calculation applies to each individual levy 

year and is iterative. Therefore, when applied to multiple levy years the Account moves towards the 

funding target over time, it does not reach target after 10 years.  

To illustrate this the graph below shows the calculated funding position for the 2025/26 levy year 

only. The funding position for this one year reduces to 100%. When we calculate the next year’s levy, 

the process repeats and the Account reaches 100% 10 years from the levy date. This continues for 

each iteration and explains why no Account is projected to reach its funding target in exactly ten 

years in practice.  
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Funding Policy Statement 

Consistent with the principles of financial responsibility, ACC must recommend levies for each levied 

Account according to the following requirements1: 

a. ACC must base the aggregate levy rate for a year on the expected lifetime cost of claims in 

relation to injuries occurring in that year (“expected lifetime cost of claims in the levy year”). 

b. ACC must base the aggregate levy rate for a year on the expected lifetime cost of claims in 

relation to injuries occurring in that year (“expected lifetime cost of claims in the levy year”). 

c. Each Account must target a funding ratio of 100%. The funding ratio is calculated by dividing 

the assets by the liabilities. The assets are defined as the total assets reported in the annual 

report less: 

a. payables 

b. accrued liabilities 

c. investment liabilities 

d. provisions 

e. unearned levy liability 

f. and any assets for the accredited employers programme (AEP) 

The liabilities are defined as the balance sheet Outstanding Claims Liability (OCL) but: 

including: 

g. off balance sheet work-related gradual process claims not yet made 

and excluding: 

h. liability for the AEP 

i. the OCL risk margin. 

d. ACC must include an adjustment to the aggregate levy rate that takes the Account’s funding 

ratio to the target defined in b. smoothly over a ten-year horizon. This is to be achieved by 

setting the adjustment at a fixed proportion of expected lifetime injury costs in the levy year, 

and for each year over a ten-year horizon. 

Any annual increase to the aggregate levy rate for each Account must not exceed 5% (in addition to 

inflation adjustments for the Motor Vehicle Account). 

Steps a. to d. are repeated for each levy year in the period for which ACC is recommending levies. 

The latest funding policy was gazetted on 6th April 2021. 

Reporting standards  

The New Zealand Financial Reporting Standards require the outstanding claims liability (which is 

shown in ACC’s Financial Statements) to be assessed using risk-free discount rates and to add an 

additional risk margin to allow for the inherent uncertainty in projecting these long-term claim 

liabilities. For valuation purposes we hold a risk margin on the OCL which provides around a 75% 

 
1 Funding Policy Statement in Relation to the Funding of ACC’s Levied Accounts 

https://gazette.govt.nz/notice/id/2021-go1226#:~:text=ACC%20must%20base%20the%20aggregate,the%20assets%20by%20the%20liabilities.


 

Page | 18  
 

 

probability that future claims estimate will be sufficient. This is in line with relevant professional 

standards. 

The requirement to include the risk margin when pricing was removed in 2018 and as such risk 

margins are not included in the funding position calculations or target.  

Path to full funding 

The funding target for the Earners’ Account is to hold assets equal to 100% of the outstanding claims 

liability.   

• The actual funding ratio for the Earners’ Account is 95% as at 30 June 2024.  

• This is projected to be 90% at 1 April 2025 (i.e. the beginning of the 2025/26 levy period), a 

funding deficit of $1.6 billion. The graph below shows the projected paths for both funding 

ratios and levy rates. 

 

There are several reasons why the Account may not reach 100% over the 10 year period.  

1. The iterative nature of the funding policy, discussed above, means the Account moves 

towards 100% over 10 years but is not expected to reach it.  

2. The funding policy projects to use the surplus assets within the first ten years. At this point 

even with capped increases each year, the levy rate is expected to be lower than the new 

year cost which means the Accounts assets are required to fund new claims which further 

reduces the funding position for some time until the gap between the new year cost and the 

levy rate reduces. This reduces the funding position to 66% in 2032/33 before the Account 

returns to above 95% in 2054/55.   

3. Capped increases limit the speed of the levy to respond to cost pressures or under funding 
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Appendix C – Methodology
The model used at this pricing review 

For this pricing review – the 2025/28 levy setting – ACC has used the ACC’s Outstanding Claims 

Liability (OCL) as at 30 June 2024 (’30 June 2024 Valuation’) to calculate the funding position for the 

Levied Accounts. The assumptions underlying the valuation have been applied to new claims to 

calculate the levy rates for all levied Accounts.  Claims volumes for new accident years post the 

valuation date have been set using a claims forecasting model used by the wider organisation, this 

process is discussed more in appendix G - Claims Assumptions.  

The projected future cash flows are based on March 2024 data and are updated for June 2024 

economics. Checks are then performed at June 2024 to ensure the assumptions are still appropriate. 

These cashflows are adjusted to reflect expected claim frequency, average cost per claim, and claim 

duration due to changes in legislation and policy, inflationary impacts, trends in the use of benefits, 

and operational changes in the management of entitlements. 

The 30 June 2024 valuation 

The Outstanding Claims Liability (OCL) is an estimate of the present value of the future cash flows 

associated with accidents that occurred before the valuation date. The OCL valuation is provided on 

an annual basis by an external supplier, Taylor Fry. 

ACC regularly monitors the OCL. Each month, we update the valuation for economic changes. In 

addition, each quarter we conduct internal valuations which consider other assumption changes. 

ACC then share results including any changes to models and assumptions with the external valuation 

actuary. ACC’s Actuarial Services team and Taylor Fry work together throughout each year in order 

to minimise unexpected differences in OCL and levy rates between the quarterly valuation results, 

and the annual external valuation. 

Data 

A wide range of data is used as inputs into the levy calculation. This data is a mixture of internal ACC 

data, external agency data, or data provided by our external valuation actuaries Taylor Fry. 

All the data used for the levy consultation is checked for consistency and accuracy in a way 

appropriate to the data source. For example, liable earnings are extracted from ACC’s own data 

systems, this is compared at a total level to the financial reports and summaries. However, we also 

use liable earnings by individual employer. At this level we do not have a reliable secondary source 

to compare to, so we compare between the current calculations and previous years. 

The checks used to ensure data reliability include internal QA process on ACC sourced data, checks 

against independent sources where available, checks against previous periods and analyses of 

change. 
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Risk rates for new-year claims 

The risk rates applicable for funding the costs associated with the new years’ claims is calculated 

using the following formula: 

𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡𝑒𝑑 𝐶𝑙𝑎𝑖𝑚 𝐶𝑜𝑠𝑡𝑠 + 𝐷𝑖𝑠𝑐𝑜𝑢𝑛𝑡𝑒𝑑 𝐸𝑥𝑝𝑒𝑛𝑠𝑒𝑠

𝐸𝑥𝑝𝑜𝑠𝑢𝑟𝑒 × (1 − 𝐵𝑎𝑑 𝐷𝑒𝑏𝑡 𝑅𝑎𝑡𝑒)
 

The table shows the components of the new-year levy rate for the 2025/26, 2026/27 and 2027/28 

levy years for both the Earners’ Account and the Earners’ portion of the Treatment Injury Account. 

 

 

Funding adjustment for previous years 

The final component of the Earners’ Account levy rate is the requirement to ensure any over- or 

under-funding of claims from prior years is accounted for and that the levy rate is set to ensure that 

the account moves towards its funding target in accordance with the funding policy set by the 

Government. 

This adjustment reflects that the Account is below the funding target and that this deficit in funding 

will be collected over the funding horizon. It takes longer than ten years to reach the funding target 

as the funding horizon is reset each time the levy is adjusted i.e. for calculating the 2025/26 levy the 

target is ten years from the start of the 2025/26 levy year and for calculating the 2026/27 levy the 

target is ten years from the start of the 2026/2027 levy year. 

All levies in this report exclude GST. 

Claims assumptions in detail 

Appendix G details the changes in projections of claim costs, where possible split between frequency 

and severity, for the main contributors to claims cost for the Earners’ Account.  For more detailed 

claims assumptions, please refer to the 30 June 2024 Outstanding Claims Liability Valuation report.  

Component of levy rate for claims incurred in the new levy years - Earners' Account

Discounted Cost Risk Rate Discounted Cost Risk Rate Discounted Cost Risk Rate

Public Health Acute Services $250,098 $0.11 $262,358 $0.11 $281,658 $0.12

All Other Claim Payments $3,122,848 $1.43 $3,327,435 $1.46 $3,571,256 $1.50

Claims Handling $269,152 $0.12 $275,418 $0.12 $287,958 $0.12

Operational Costs $9,262 $0.00 $9,204 $0.00 $9,396 $0.00

Levy Collection Costs $5,935 $0.00 $6,080 $0.00 $6,225 $0.00

Bad Debt and Timing of Payment $151,687 $0.07 $156,065 $0.07 $167,301 $0.07

Total $3,808,983 $1.75 $4,036,560 $1.77 $4,323,794 $1.82

Liable Earnings Exposures ($m) 217,914 228,435 237,964

Scheme Costs 

for New Levy Year ($000)

2025/26 2026/27 2027/28

Component of levy rate for claims incurred in the new levy year - Earners' portion of the Treatment Injury Account

Discounted Cost Risk Rate Discounted Cost Risk Rate Discounted Cost Risk Rate

Public Health Acute Services $2,771 $0.00 $2,907 $0.00 $3,121 $0.00

All Other Claim Payments $233,447 $0.11 $250,134 $0.11 $264,800 $0.11

Claims Handling $28,265 $0.01 $29,325 $0.01 $30,518 $0.01

Operational Costs $425 $0.00 $422 $0.00 $431 $0.00

Levy Collection Costs $0 $0.00 $0 $0.00 $0 $0.00

Bad Debt and Timing of Payment $10,640 $0.00 $10,962 $0.00 $11,596 $0.00

Total $275,548 $0.13 $293,750 $0.13 $310,466 $0.13

Liable Earnings Exposures ($m) 217,914 228,435 237,964

Scheme Costs 

for New Levy Year ($000)

2025/26 2026/27 2027/28
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Rounding 

Figures in this report have been rounded and therefore at times may not appear to add up exactly.  
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Appendix D – Detailed Analysis of Change
This section steps through changes in levy rates by seven factors. These are divided into two types:  

1. External Factors - factors outside ACCs control. They represent the financial impact on the 

levy rate through the application of externally set financial, exposure or other assumptions 

2. Internal factors - factors at least partially within ACCs control. These are factors where ACC 

does have at least some influence on the extent to which the factor creates a change in costs 

(today and/or into the future).  

This split is different to the influenceable and non-influenceable split reported in the OCL. However, 

the differences are directionally the same and not expected to be materially different.  

There are four external factors: 

• Exposure – changes in the projected liable earnings 

• Discount rate / Investment rate 

▪ Discount rate – change in the risk-free rate of return (set by Treasury), based on 

government bond rates 

▪ Investment rate – changes in expected returns based on the view of the market 

• Base inflation – changes in standard inflation forecasts e.g. LCI, CPI or AWE 

While ACC cannot influence these factors, they are important factors to consider when 

recommending levy rates. 

The levy rate recommendation is also subject to internal factors over which ACC has at least some 

degree of control (although not necessarily total control): 

 

Update of opening assets can not be easily categorised into either external or internal factors. It is 

the net impact of cashflows in and out from the Account. This includes actual investment income 

and inflation which are external and claim payments and expenses which are somewhat internal. For 

the purposes of the analysis below we have included it in the external factors as we believe this is 

where the majority of the deviation from expected will come from.  
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The table summaries detailed analysis of change for the Earners’ Account excluding the earners’ portion of the Treatment Injury Account. 

    

Summary of Analysis of Change - Earners' Account

Cost Category

Previous 

Estimated 2025/26 

rate

Updated Opening 

Assets
Updated Exposure

Discount Rate/

Investment 

Forecasts

Base Inflation
Total External 

Factors
Claims Frequency Claim Severity Combo

Total Internal 

Factors

This Year's 

Recommended

Medical Costs

General Practitioner 0.04 0.00 0.00 0.00 0.00 0.00 0.00 -0.01 0.03

Physiotherapy 0.05 -0.01 0.00 0.00 0.00 0.00 0.00 -0.01 0.04

Radiology 0.06 -0.01 0.00 0.00 0.00 0.00 -0.01 -0.01 0.05

Other Medical 0.12 -0.01 0.00 0.01 -0.01 -0.01 0.00 -0.01 0.10

Public Health Acute Services 0.09 -0.02 0.00 0.01 -0.01 0.03 0.03 0.11

0.36 0.00 -0.05 -0.01 0.03 -0.03 -0.02 -0.01 0.03 0.00 0.34

Elective Surgery 0.17 -0.02 -0.01 0.01 -0.02 0.00 0.00 0.15

0.17 0.00 -0.02 -0.01 0.01 -0.02 0.00 0.00 0.00 0.00 0.15

Sensitive Claims 0.11 -0.01 -0.02 0.01 -0.02 0.01 0.02 0.03 0.12

0.11 0.00 -0.01 -0.02 0.01 -0.02 0.01 0.02 0.00 0.03 0.12

Social Rehabilitation

Serious Injury - Care 0.07 -0.01 -0.01 0.00 -0.02 0.00 0.00 0.00 0.06

Seriour Injury - Capital 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Non-Serious Injury - Care 0.03 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.04

Non-Seriour Injury - Capital 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

0.13 0.00 -0.01 -0.02 0.01 -0.02 0.00 0.01 0.00 0.01 0.12

Compensation Related

Independence Allowance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Weekly Compensation 0.58 -0.07 -0.04 0.07 -0.04 0.03 0.21 0.24 0.78

Fatal Benefit 0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02

Vocational rehabilitation 0.03 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.03

Lump Sum 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.63 0.00 -0.08 -0.04 0.08 -0.04 0.03 0.21 0.00 0.24 0.83

Operating Costs

Claims Handling 0.11 -0.01 0.00 0.01 -0.01 0.03 0.03 0.12

Administration Expenses 0.03 0.00 0.00 0.00 0.00 -0.03 -0.03 0.01

Bad Debt, Timing & Performance 

Loading 0.04 0.00 0.02 0.00 0.02 0.01 0.01 0.07

0.18 0.00 -0.01 0.01 0.01 0.01 0.00 0.00 0.01 0.01 0.20

New-Year Costs 1.59 0.00 -0.18 -0.08 0.14 -0.12 0.03 0.22 0.03 0.28 1.75

Funding Adjustments -0.02 0.06 -0.02 -0.10 0.05 -0.01 0.00 0.03 0.10 0.12 0.09

Benefits of ICIP and IP -0.07 0.00 0.07 0.07 0.00

Levy Rate 1.49 0.06 -0.20 -0.18 0.19 -0.14 0.02 0.25 0.21 0.48 1.84
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The table below summaries detailed analysis of change for the earners’ portion of the Treatment Injury Account. 

 

Summary of Analysis of Change - Earners' Portion of the Treatment Injury Account

Cost Category

Previous 

Estimated 2025/26 

rate

Updated Opening 

Assets
Updated Exposure

Discount Rate/

Investment 

Forecasts

Base Inflation
Total External 

Factors

Claims Frequency 

and utilisation
Claim Severity Combo

Total Internal 

Factors

This Year's 

Recommended

Medical Costs

General Practitioner 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Physiotherapy 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Radiology 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Other Medical 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Public Health Acute Services 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Elective Surgery 0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

0.02 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Social Rehabilitation

Serious Injury - Care 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Seriour Injury - Capital 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Non-Serious Injury - Care 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01

Non-Seriour Injury - Capital 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.03 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.02

Compensation Related

Independence Allowance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Weekly Compensation 0.05 -0.01 0.00 0.01 0.00 0.00 0.01 0.01 0.05

Fatal Benefit 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Vocational rehabilitation 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Lump Sum 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.05 0.00 -0.01 0.00 0.01 0.00 0.00 0.01 0.00 0.01 0.06

Operating Costs

Claims Handling 0.01 0.00 0.00 0.00 0.00 0.01 0.01 0.01

Administration Expenses 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

Bad Debt, Timing & Performance 

Loading 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00

0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.02

New-Year Costs 0.12 0.00 -0.01 -0.01 0.01 -0.01 0.00 0.01 0.01 0.02 0.13

Funding Adjustments -0.04 0.01 0.00 -0.01 0.01 0.01 0.00 0.00 0.01 0.02 -0.02

Benefits of ICIP and IP -0.01 0.00 0.01 0.01 0.00

Levy Rate 0.07 0.01 -0.01 -0.02 0.02 0.00 0.00 0.01 0.03 0.04 0.11
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Appendix E – Projected future levy rates
The tables below show projected levy rates for future levy years by payment type. 

Earners’ Account excluding the earners’ 

portion of the Treatment Injury Account 

 

The earners’ portion of the Treatment Injury 

Account  

 

  

Cost Category 2025/26 2026/27 2027/28 2028/29

New year claims cost

Medical Costs

General Practitioner 0.00         0.00         0.00         0.00         

Physiotherapy 0.00         0.00         0.00         0.00         

Radiology 0.00         0.00         0.00         0.00         

Other Medical 0.01         0.01         0.01         0.01         

Public Health Acute Services 0.00 0.00 0.00 0.00 

0.01 0.01 0.01 0.01 

Elective Surgery 0.01         0.02         0.02         0.02         

0.01 0.02 0.02 0.02 

Social Rehabilitation

Serious Injury - Care 0.01         0.01         0.01         0.01         

Serious Injury - Capital 0.00         0.00         0.00         0.00         

Non-Serious Injury - Care 0.01         0.01         0.01         0.01         

Non-Serious Injury - Capital 0.00         0.00         0.00         0.00         

0.02 0.02 0.02 0.02 

Compensation Related

Weekly Compensation 0.05         0.05         0.06         0.06         

Fatal Benefit 0.00         0.00         0.00         0.00         

Vocational rehabilitation 0.00         0.00         0.00         0.00         

IA & Lump Sum 0.00         0.00         0.00         0.00         

0.06 0.06 0.06 0.06 

Claims costs 0.11 0.11 0.11 0.11 

Operating Costs

Claims Handling 0.01 0.01 0.01 0.01 

Administration Expenses 0.00 0.00 0.00 0.00 

Bad debt & performance loading 0.00 0.00 0.00 0.01 

0.02 0.02 0.02 0.02 

New Year costs 0.13 0.13 0.13 0.13 

Funding adjustments & capping (0.07) (0.06) (0.06) (0.06)

Levy rate 0.06 0.06 0.07 0.07 

Liable earnings ($m) 217,914 228,435 237,964 247,838 

Projected future levy rates
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Appendix F – Discounted Mean Term 
To determine the risk rate component of the aggregate levy rate, the projected nominal cash flows 

are discounted using ACC’s investment return forecasts. The tables in this section show both 

projected undiscounted and discounted costs for the Earners’ Account claims that are anticipated to 

occur in the 2025/28 levy period. 

The tables also provide the estimated average payment duration (in years) which indicates the 

average duration of each payment type that ACC expects to incur. This allows for standard and 

superimposed inflation which greatly extends the expected duration of care and elective surgery 

costs. 

Earners’ Account excluding the earners’ portion of the Treatment Injury Account    

 

The discounted mean term for the Earners’ Account is 4.34 years. 

  

Discounted Mean Term for the 2025/28 levy period Discounted Mean Term for the 2025/28 levy period

Cost Category

Undiscounted 

Payments ($000)

Discounted 

Payments

Estimated Average 

Duration 2025/26

Discounted 

Factor Levy Investment Income

(A) (B) (C) (D)=(B)/(A) (E) = (D) (F) = 1 - (E)

Medical Costs

General Practitioner 72,667 67,992 0.63 0.94 94% 6%

Physiotherapy 106,697 91,282 0.88 0.86 86% 14%

Radiology 135,569 115,180 1.55 0.85 85% 15%

Other Medical 299,571 234,923 2.27 0.78 78% 22%

Public Health Acute Services 272,319 264,705 0.26 0.97 97% 3%

Elective Surgery 696,893 336,746 5.55 0.48 48% 52%

Sensitive claims 657,397 287,966 10.71 0.44 44% 56%

Social Rehabilitation

Serious Injury - Care 549,962 139,397 15.82 0.25 25% 75%

Serious Injury - Capital 87,896 24,394 13.94 0.28 28% 72%

Non-Serious Injury - Care 134,166 88,886 3.71 0.66 66% 34%

Non-Serious Injury - Capital 37,175 20,890 5.03 0.56 56% 44%

Compensation Related

Weekly Compensation 2,501,478 1,822,168 3.87 0.73 73% 27%

Fatal Benefit 53,229 39,418 4.54 0.74 74% 26%

Vocational rehabilitation 72,280 63,184 1.72 0.87 87% 13%

Independence allowance

Lump Sum 11,707 8,087 5.24 0.69 69% 31%

Total Claims Costs 5,689,007 3,605,218 4.50 0.63 63% 37%

Operating costs

Claims Handling 356,595 277,509 2.50 0.78 78% 22%

Administration Expenses 15,795 15,367 0.50 0.97 97% 3%

Bad Debt & Timing of Levy Receipt 246,226 158,351 0.64 64% 36%

Total New Year Costs 6,307,624 4,056,446 4.34 0.64 64% 36%

Central estimates Anticipated funding from:
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The earners’ portion of the Treatment Injury Account  

  

 

 

The discounted mean term for the earners’ portion of the Treatment Injury Account is 7.22 years. 

This is higher than the Earners’ Account due to treatment injury claims being more severe on 

average. 

  

Discounted Mean Term for the 2025/28 levy period

Cost Category

Undiscounted 

Payments ($000)

Discounted 

Payments

Estimated Average 

Duration 2025/26

Discounted 

Factor Levy

Investment 

Income

(A) (B) (C) (D)=(B)/(A) (E) = (D) (F) = 1 - (E)

Medical Costs

General Practitioner 1,022 798 3.18 0.78 78% 22%

Physiotherapy 459 357 3.36 0.78 78% 22%

Radiology 2,816 1,851 4.51 0.66 66% 34%

Other Medical 29,736 16,381 7.08 0.55 55% 45%

Public Health Acute Services 3,014 2,933 0.26 0.97 97% 3%

Elective Surgery 76,241 35,015 7.51 0.46 46% 54%

Social Rehabilitation

Serious Injury - Care 81,312 24,688 14.70 0.30 30% 70%

Serious Injury - Capital 11,719 4,082 12.36 0.35 35% 65%

Non-Serious Injury - Care 40,245 19,616 8.13 0.49 49% 51%

Non-Serious Injury - Capital 10,646 6,170 7.23 0.58 58% 42%

Compensation Related

Weekly Compensation 196,367 124,356 6.60 0.63 63% 37%

Fatal Benefit 10,287 7,544 4.96 0.73 73% 27%

Vocational rehabilitation 2,232 1,693 3.98 0.76 76% 24%

Independence allowance 548 151 15.77 0.28 28% 72%

Lump Sum 9,479 6,758 4.57 0.71 71% 29%

Total Claims Costs 476,124 252,393 7.56 0.53 53% 47%

Operating costs

Claims Handling 42,700 29,369 4.40 0.69 69% 31%

Administration Expenses 437 426 0.50 0.97 97% 3%

Bad Debt & Timing of Levy Receipt 20,363 11,066 0.54 54% 46%

Total New Year Costs 539,623 293,255 7.22 0.54 54% 46%

Central estimates Anticipated funding from:
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Appendix G – Claims Assumptions 
ACC set expected claim numbers at an Account level using a claim forecasting model run by the 

analytics and reporting team. The model uses economic conditions as predictors to estimate the 

number of new claims. As the economy improves, the model projects more claims, and in a 

weakening economy the number of claims expected reduces. There is a separate projection of the 

total number of new claims and the number of new weekly compensation claims. This model is also 

used for setting ACC’s budget. 

Combined with our Account exposure, this creates our total claim frequency. For all payment types 

other than weekly compensation, which is modelled separately, we assume the same annual growth 

in claims as total claims. 

To estimate the lifetime cost of new accident years we set additional assumptions at a payment type 

and Account level for: 

1. When we expect these new claims to be reported 

2. How many of these claims will continue to need support in following quarters, these are the 

continuance rates.  

3. The average cost of active claims per quarter 

These assumptions are set for every accident quarter and development quarter. Therefore, a large 

number of assumptions are required to estimate the cost for one years’ worth of accidents. It is 

not practical to report on these individually. Instead, we calculate claim frequency and average claim 

cost as a practical way of showing how the claim costs have moved and the impact these movements 

have on new year costs, and hence levy rates.  

Below we present the changes in claim frequency and severity at an Account level between June 

2021 and June 2024. We then further break down the movement in severity. The charts show: 

• Claim Frequency: this estimates the total expected number of Earners’ claims per 1000 

earners.  The historical claim frequencies include estimates of the accidents that have 

happened in a particular year but haven’t yet been reported yet. 

• Claim Severity: this estimates the average lifetime cost of a claim in a given accident year. 

These are presented in undiscounted June 2024 dollars (ie real values) so 2021 and 2024 are 

directly comparable.  
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Our projections indicate that the expected total claims cost for the 2025/26 levy year has increased 

by $1,018m between 2021 and 2024. This can be split into a $493m reduction due to claim 

frequencies offset by a $1,510m increase due to claim severity.  

Since 2016, claim frequency in the Earners’ account has shown a downward trend. Numbers of new 

claims fell sharply in 2019/20 due to Covid-19 lockdown restrictions, then rose in 2020/21 when 

restrictions eased. In 2021 we predicted that claim frequency would return close to pre-pandemic 

levels and then slowly decrease.  However, claim frequency has remained well below pre-Covid 

levels. 

Claim severity in the Earners’ Account has been increasing over time with newer accidents expected 

to cost more, on average, than earlier accidents.  In 2024 we expect average claim costs to exceed 

those projected in 2021 for all accident years.  We also expect the average lifetime cost of future 

claims to increase at a faster rate than previously expected in line with the historical growth 

experience.  

A rise in average claim severity may be attributable to: 

1. changes in the proportion of claimants utilising different services 

2. claimants taking longer to rehabilitate and therefore utilising services for longer periods of 

time 

3. an increase in the actual cost of providing rehabilitation or compensation. 

To understand this better we split the $1,510m increase ($2,048 per claim) from claim severity into 

the change in utilisation of services, point one above, and the average claim cost, points two and 

three above in the waterfall chart below.      
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Below we discuss the changes in service utilisation and average cost for the payment types which 

have contributed the most to the increase in Earners’ claim severity.  

Weekly Compensation 

Weekly Compensation has had the greatest impact on the increase in overall Earner claim severity. 

This is primarily driven by deteriorating rehabilitation performance, meaning claimants are now 

expected to receive weekly compensation for longer than previously expected. We are forecasting 

that rehabilitation rates remain relatively flat in future years from the current high level. The 

proportion of claimants receiving weekly compensation has risen since 2021 from around 8% to 

around 10%. This is forecast to continue growing in line with the growth that has been observed 

since 2018. 

  
 

Serious Injury: 

Although serious injuries represent less than 1% of total Earner claims, lifelong support is typically 

required so even small changes in the number of claimants utilising the services or minor 

adjustments in the level of care provided can have an impact. Since 2021, the estimated proportion 

of earner claims profiled as serious injury has risen by 14%. Projected average lifetime serious injury 

social rehabilitation costs have increased since the 2021 consultation by close to 18% on average 

with average care costs now expected to be around $3 million. This increase is due to factors such as 

additional care hours, higher use and cost of residential care, or the need for more advanced 
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rehabilitation equipment.  We expect utilisation and average costs to remain stable at the current 

levels over the next four years. 

 

 

  
 

Sensitive Claims: 

Sensitive claims represent fewer than 1% of total Earner claims. However, as claimants typically 

require support for some years, costs are substantial. After Weekly Compensation, Sensitive Claims 

had the greatest impact on the increase in overall Earner claim severity driven by increases in both 

average cost per claim and expected utilisation. The average sensitive claims cost has risen from 

$66k to $82k between the 2021 consultation and the 2024 consultation. Utilisation grew close to 

what was expected between the 2021 and 2024 accident years. However, this was limited by 

capacity constraints in the sector. We expect utilisation to trend upwards in 2027 and 2028 more in 

line with earlier growth rates. The new Integrated Services for Sensitive Claims (ISSC) contract takes 

effect in this period with one of the aims being to reduce capacity constraints. 
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Elective Surgery: 

Average elective surgery claim costs have increased by a consistent 4-5% across all accident years.  

However, since the increase in costs primarily relates to average payments per claim many years 

after accident, the impact on new year cost is minimal due to discounting.  Utilisation of the service 

has increased by 13-18% for 2022 and later accident years and is expected to stay relatively stable at 

2.8% over the next four years. 

 

 

Other Medical: 

Projected utilisation of other medical services for recent and future accident years has increased by 

around 7% over the three-year period. The projected average costs for Other Medical services have 

also increased since the 2021 consultation, particularly for the 2024 and future accident years. From 

2024, the rate of increase in average claim costs reduces due to a reduction in superimposed 

medical inflation from 2% to 1.5% reflecting the lower historical experience. 
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The table below shows utilisation and average cost per claim for the 2025/26 levy year at both 2021 

and 2024. Also included is an estimate of how each payment type has changed the overall Earners’ 

Account claim severity in 2025/26.   

 

In the case of Bulk Billed Claims and Claims Handling Costs, the claims underlying these payments is 

unknown so it’s not possible to isolate the change in utilisation from change in average costs. We 

have therefore calculated the average cost per claim by dividing the total ultimate cost of the service 

by total earner claim numbers.   

The increase in average cost per claim for bulk billed has made a material impact on the overall claim 

severity. This is primarily due to a significant increase in the amount paid for Public Health Acute 

Services (PHAS). These payments are made to Ministry of Health and cover the cost of ACC clients 

receiving acute services in publicly funded hospitals. These payments are expected to continue to 

grow in line with medical superimposed inflation.  The increase in Claim Handling Costs relative to 

2021 is due to higher expenses budgeted for the Earner Accounts in the 2024/25 ACC expense 

budget. 
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Appendix H – Other assumptions
Administration expenses 

Allowances for expenses associated with scheme operations are included in the levy rates. These 

expenses include levy collection, claims management and general office and equipment overheads.  

Other than claims handling expenses, administration expenses forecasts have been taken directly 

from ACC’s 2024 operating budgets. The operating budgets are based on a June year end, where this 

differs to the levy year timing the expenses are converted to be consistent with the levy year and 

then discounted to the beginning of the applicable levy year.  

Claims handling expenses are allocated on the same basis as in the OCL valuation.  

The table shows 

• the breakdown of projected discounted claims handling and administration expenses for the 

current 2022/25 the projected 2025/28 levy periods based on 2021 recommendations 

• the breakdown of discounted claims handling and administration expenses for the projected 

2025/28 levy period based on 2024 recommendations 

• the expense ratio, calculated as the proportion of the new year levy (excluding funding 

adjustment). 

  

 

 

The proposed 2025/28 administration expenses for the Earners’ Account are significantly lower than 

those in 2022/25. This is largely due to a reduction in the fee from the Inland Revenue Department 

for collecting the Earners’ levy.  

Bad debt loadings and timing of levy receipt 

Not all levies invoiced will be received by ACC. The bad debt rate for the Earners’ Account is mostly 

due to collection from self-employed individuals. The bad debt rate adopted for the 2025/26 levy 

period as a percentage of total levies is 0.74% increasing to 0.75% from the 2027/28 levy year. 

Expenses - Earner's Account excl Treatment Injury

Discounted Cost  Expense Ratio Discounted Cost  Expense Ratio Discounted Cost  Expense Ratio

Claims Handling 192,690 7.1% 213,201 6.8% 277,509 6.8%

Operating Costs 23,458 0.9% 49,578 1.6% 9,287 0.2%

Levy Collection Costs 17,485 0.6% 18,431 0.6% 6,080 0.2%

Total expenses                233,633 8.6%                     281,210 8.9%                292,876 7.2%

$000

2025/28 Estimated projection from 2021 

consultation
Current 2022/25 projection Proposed 2025/28 projection

Expenses - earners' portion of the Treatment Injury Account

Discounted Cost  Expense Ratio Discounted Cost  Expense Ratio Discounted Cost  Expense Ratio

Claims Handling 10,602 5.3% 11,579 5.0% 29,369 10.0%

Operating Costs 1,680 0.8% 2,972 1.3% 426 0.1%

Levy Collection Costs 286 0.1% 301 0.1% 0 0.0%

Total expenses                  12,567 6.2%                       14,853 6.4%                  29,795 10.2%

$000

2025/28 Estimated projection from 2021 

consultation
Current 2022/25 projection Proposed 2025/28 projection
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To calculate the bad debt loading on the aggregate levy rates, the total levy required is divided by (1 

- bad debt rate) and the excess of this amount over the total levy required is the bad debt loading. 

The timing of levy receipt is affected by data from Inland Revenue. Given the Earners’ levy is 

collected throughout the year the average date of receipt is anticipated to be near mid-year. There is 

a slight lag due to the collection of earners’ levy for self-employed individuals through annual ACC 

invoicing.   
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Appendix I – Terminology
This section describes the terminology used in this pricing report. 

• Accident year: injuries occurring between 1 April and 31 March for the Earners’ Account  

• Frequency: the ultimate number of reported claims per 1,000 earners  

• Severity: the average lifetime cost of a claim on a June 2024 values, undiscounted basis. 

• Nominal: refers to amounts inflated to the time of payment.  

• AWE: refers to average weekly earnings. The “long” term inflationary trend in AWE is 

projected to be 3.0% per annum in the long term, consistent with Treasury forecasts.  

• CPI: refers to the consumer price index. The “long” term inflationary trend in the CPI is 

projected to be 2.0% per annum in the long term, consistent with Treasury forecasts.  

• LCI: refers to the labour cost index. The “long” term inflationary trend in the LCI is projected 

to be 2.2% per annum in the long term, consistent with Treasury forecasts.  

• Payment Type: Types of payment ACC makes to provide compensation and rehabilitation to 

clients. 
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Payment type Subgroup Description

Medical General Practitioners
Payments to general practitioners and 

Accident and Medical clinics

Physiotherapy Payments to physiotherapists

Radiology
Payments for radiology services - low tech (eg 

X-Ray) and high-tech (eg MRI)

Other Medical
All medical costs except elective surgery and 

those categorised above

Public Health Acute Services (PHAS)

Accidental injury costs arising from acute 

inpatient care, emergency department, 

outpatient, complex burns, pharmaceuticals 

and laboratories

Ambulance

Emergency transportation to a medical facility, 

by road and/or by air. This is included in the 

PHAS category in the report

Elective surgery Elective surgery Predominatly orthopaedic-related surgery

Serious Injury - care

Care costs (such as attendant care and 

assessments) and other costs related to 

serious injury

Serious Injury - capital
Predominately housing and motor vehicle 

modifications for those with serious injuries

Non-serious Injury - care

Care costs (such as attendant care and 

assessments) and other costs related to non-

serious injury

Non-serious Injury - capital

Predominately housing and motor vehicle 

modifications for those with non-serious 

injuries

Weekly Compensation non-fatal
Loss of earnings, and loss of potential 

earnings for minors

Fatal Benefits
Funeral grants and supports for spouse and/or 

dependants

Vocational Rehabilitation
Programmes to support claimants in their 

return to independence

Independence allowance & lump sums
Additional support to compensate for 

permanent impairment due to injury

Sensitive claims Sensitive claims All payments made to sensitive claims

Rehabilitation Management Costs

Entitlement Management Costs

Treatment Provider Management Costs

Sensitive claims costs

Serious Injury Costs

Lodgement Costs

Social Rehabilitation

Compensation related

Claims handling expenses
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Appendix J – Statement of Compliance
The advice in this report constitutes Actuarial Advice as defined in the Code of Professional Conduct 

(the Code) issued by the New Zealand Society of Actuaries and our advice complies with the Code. 

It also complies with the New Zealand Society of Actuaries’ Professional Standard No. 90 General 

Actuarial Practice. 


