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Preface 
This report has been prepared for the Minister of Finance by Michael Mills from MartinJenkins 
(Martin, Jenkins & Associates Limited). 

MartinJenkins is a New Zealand based consulting firm providing strategic management support 
to clients in the public, private and not-for-profit sectors.  

Our over-riding goal is to build the effectiveness of the organisations we work with. We do this 
by providing strategic advice and practical support for implementation in the areas of: 

• organisational strategy, design and change  

• public policy and issues management  

• evaluation and research  

• financial and economic analysis  

• human resource management  

MartinJenkins was established in 1993, and is privately owned and directed by Doug Martin, 
Kevin Jenkins, Michael Mills and Nick Davis. 
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Executive Summary 
The funding shortfall to the ACC Non-earners’ Account (and other ACC accounts) arose 
because of a combination of:  

• adverse economic and financial conditions  

• policy decisions by government to change the scope and funding of cover for medical 
treatment injuries; and payments to some service providers  

• increasing demand caused by more claims and a greater proportion of serious injury claims 

• increasing input costs to ACC in purchasing treatment and rehabilitative services 

• worse than forecast rehabilitative outcomes by ACC 

Deteriorating trends in scheme costs and rehabilitative outcomes had been evident from 2005. 
Any impact on premiums and appropriations had been masked by better than forecast 
investment returns. In 2007 / 2008, however, ACC’s large reserve funds returned losses rather 
than forecast surpluses. Adding to these funding pressures for the Non-earners’ Account were 
previous government policy decisions to expand cover for treatment injury and to full fund new 
claims from 2001, to increase the Non-earners’ Account funding of the Treatment Injury 
Account, and to change the basis on which ACC purchased some treatment and rehabilitations 
services in order to reduce the need for co-payments by claimants. 

On 4 August 2008 the ACC Board determined that the Crown’s funding of the Non-earners’ 
Account (including its contribution to the Treatment Injury Account) would need to be increased 
by around $300m per annum if claims by non-earners were to be met and managed by the ACC 
in accordance with statutory requirements and government policy decisions. On 14 August 2008 
the ACC advised the Minister for its intent to seek these increases.  

The ACC Corporation developed and shared information on its appropriation proposals with 
officials from DOL and TSY. By early August 2008 officials from both departments had access 
to the Board’s agreed proposals. The Department of Labour advised the Minister for ACC on 
ACC’s proposals on 15 August 2008 and Treasury advised the Minister of Finance on 1 
September 2008.  

What was undecided by the beginning of September 2008 and by the date of PREFU on 6 
October 2008 was the exact amount that ACC appropriations would need to increased by. This 
was because the process for adjusting ACC appropriations was only part complete.  The 
process required adjustments to be approved by Cabinet, rather than made through the normal 
October Baseline Update process (on the basis of agreement between the Minister of Finance 
and the Minister for ACC).   

By the time PREFU was published in October 2008 the Department of Labour had yet to: 

• complete its detailed scrutiny of ACC’s proposals  
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• decide whether or not to recommend support for ACC’s proposals  

• draft the necessary papers for the Minister for ACC to seek Cabinet decisions  

Because Cabinet had not been presented with proposals to increase Vote ACC Non-earners’ 
Account appropriations by the time of PREFU: 

• there were no agreed changes to appropriations to include in the forecast financial 
statements 

• Treasury decided that because the matter was not under active consideration by the 
Minister of Finance and responsible Ministers (as required by its rules for disclosing fiscal 
risks) the risk to the Crown of funding shortfalls in the Non-earners’ Account would not be 
included in PREFU 

It is the Inquiry’s conclusion, however, that the Public Finance Act requirements for the 
disclosure of fiscal risks in economic and fiscal updates are clear and that the risk to the Crown 
of the funding shortfall should have been included in the PREFU, because: 

• the amount in question was material (over $10m)  

• the factors giving rise to the risk resulted from statutory requirements to provide specific 
entitlements to eligible non-earners and for the Crown to fund the costs of providing these 
entitlements, and existing policy decisions related to the funding of the Non-earners’ 
Account, the funding of the Treatment Injury Account and the ACC’s purchase and 
management of treatment and rehabilitative services to non-earners 

• it was reasonable to expect that decisions would be taken to increase appropriations     

It is also the Inquiry’s conclusion that normal principles and processes relating to government 
decision making in the lead up to a general election would not have been a constraint on 
government’s ability to consider adjustments to Vote ACC Non-earners’ Account appropriations. 

As a result of the findings, the Inquiry proposes that:  

1 the current process for updating Vote ACC Non-earners’ Account baselines be 
reviewed (and modified as necessary) to ensure that:  

a) as well as achieving agreement to baseline updates, it also results in timely  
advice to Ministers and government on pressure points, with implications for the 
ACC scheme’s funding by the Crown and other premium payers 

b) appropriate connections are made between the Non-earners’ Account update 
process and the Treasury administered processes to produce the economic and 
fiscal updates required by the Public Finance Act 

c) roles and responsibilities of agencies are clearly set and communicated     

2 the current rules used by Treasury to identify fiscal risks be reviewed and amended to 
clarify that:  
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a)  when there is an existing statutory requirement for government to provide a 
particular good or service in a particular circumstance; and  

b) a reasonable expectation that the circumstance will exist requiring the provision 
of the good or service; and  

c) a likely risk that current funds appropriated for the provision of the good or service 
will not be sufficient to meet expected demand; then  

d) the risk should be disclosed, regardless of whether or not a decision to make or 
adjust appropriations is under consideration, provided that the risk meets the 
significance criterion (currently greater than $10m)     

3 Treasury review its guidance and training to both its own staff and officials of 
government departments and agencies involved in economic and fiscal update 
processes to ensure that all know and understand the broader context and 
requirements of the Public Finance Act as well as Treasury’s own specific 
requirements and rules 
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Introduction 
This report conveys the findings of the Ministerial Inquiry into the increase in government 
funding required for the ACC Non-earners’ Account for the 2008/09 year and future years. It 
reports on the reasons why the funding increase was not identified in the 2008 Budget round 
and how it was treated in the 2008 Pre-Election Economic and Fiscal Update. It specifically: 

4 Identifies the dates on which the increase in government funding required for the ACC 
Non-earners’ Account became known, to whom the information was communicated 
and on what dates.  

5 Describes the normal process and timeline for identifying, obtaining actuarial 
validation of, seeking appropriation approval for, and reflecting in economic and fiscal 
updates any increase required in government funding for the ACC Non-earners’ 
Account.  

6 Describes the extent to which the process and timeline followed in 2008, including in 
relation to the Pre-Election Economic and Fiscal Update, was consistent with or 
different from the normal process and timeline and why any variation occurred.  

7 Recommends desirable changes to systems and processes for identifying, obtaining 
actuarial validation of, seeking appropriation approval for, and reflecting in economic 
and fiscal updates any increase required in government funding for the ACC Non-
earners’ Account.  

8 Recommends desirable changes in the rules used to determine what is and is not a 
fiscal risk requiring disclosure in economic and fiscal updates to improve transparency 
consistent with the intention of Part 2 of the Public Finance Act 1989.  

9 Identifies what factors (including progress to full funding, areas of cross-subsidy or 
cost-shifting, demand for and cost of services, and newly-legislated entitlements) gave 
rise to the increase in government funding required for the ACC Non-earners’ 
Account.  

10 Examines whether the normal principles and processes relating to government 
decision making in the pre-election period placed any constraints on consideration of 
the necessary additional appropriations to maintain existing ACC entitlements. 

The Treasury, Department of Labour, State Services Commission, Cabinet Office, and the ACC 
Board and staff were consulted during the inquiry. The Inquiry terms of reference are attached 
as Appendix 1.  
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Approach 
The approach taken to the Inquiry involved: 

• consideration of the purpose, principles and requirements of the Public Finance Act 
(including the provisions previously contained in the Fiscal Responsibility Act) and 
associated guidance material  

• consideration of the requirements of the Injury Prevention, Rehabilitation and 
Compensation Act and associated Government policy decisions   

• consideration of Cabinet Office guidelines on government decision making in the period 
prior to the 2008 general election 

• the review of documents (collated by the ACC, Department of Labour and Treasury) 
relevant to the Inquiry including actuarial, technical and other reports, emails, letters, 
Cabinet papers and minutes, and officials’ written briefings to Ministers. Details of 
documents relevant to the findings of the Inquiry are included in Appendix 2  

• interviews with officials from the Department of Labour, the ACC and the Treasury that 
were involved in the process of updating Vote ACC Non-earners’ Account appropriations in 
2008 

• analysis of information gained from documents and interviews including: 

– creation of a detailed chronology of events, communications and decisions associated 
with the updating of the Vote ACC appropriations. This is attached as Appendix 2 

– determination of the dates on which various government agencies and officials became 
aware of pressures on Vote ACC and the need for additional funding to appropriations  

– consideration of the extent to which the actions of government agencies and officials 
were compatible with the purposes, principles and requirements of the Public Finance 
Act 

– consideration of changes required to ensure that the purposes, principles and 
requirements of the Public Finance Act are met in future 

• consideration of comments received on an interim draft of the report from officials from the 
Treasury, Department of Labour, the ACC and the ACC Chairperson  

The Inquiry acknowledges the assistance of the government agencies including their willing 
efforts to make available staff and to collate information relevant to the Inquiry.   
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Background 
The ACC scheme provides New Zealanders with 24 hour no fault cover in the event of personal 
injury. The quality of the scheme’s management and its performance are important to 
Government because: 

• New Zealander’s rely on the scheme for treatment, rehabilitation and compensation in the 
event of personal injury  

• ACC plays a critical role in facilitating the recovery and rehabilitation of injured persons in 
support of their social and economic independence  

• ACC has a significant impact on the Crown’s financial position 

Decisions on the financial management of the ACC scheme, including the updating of Vote 
ACC Non-earners’ Account appropriations and their treatment in the Pre Election Fiscal Update 
(PREFU) occur within the context of legislative and policy requirements. These specifically 
include:   

• the purposes, principles and requirements of the Public Finance Act 1989, especially Part 2 
(which incorporates provisions previously provided for in the Fiscal Responsibility Act 
1994) 

• the Injury Prevention, Rehabilitation, and Compensation Act 2001  

• government policy decisions related to the Crown’s funding of the Non-earners’ Account 
and Treatment Injury Account (to which the Non-earners’ Account contributes) 

• government policy decisions related to the ACC’s management and purchase of 
entitlements for eligible claimants 

The Public Finance Act 1989 
The Public Finance Act 1989 (PFA) (amongst other matters): 

• provides a framework for Parliament’s scrutiny of the Government’s expenditure proposals 
and its management of its assets and liabilities 

• establishes lines of responsibility for effective and efficient management of public financial 
resources 

• specifies the principles for responsible fiscal management in the conduct of fiscal policy 
and requires regular reporting on the extent to which the Government's fiscal policy is 
consistent with those principles 
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Part 2 of the PFA incorporates provisions previously contained in the Fiscal Responsibility Act 
1994 and establishes a framework and principles for responsible fiscal management.  It: 

• requires the Government to generally1 pursue its policy objectives in accordance with 
prescribed principles of responsible fiscal management  

• prescribes a cyclical process by which the Government is required, in a normal fiscal year, 
to present the following documents to the House of Representatives:   

– a Budget Policy Statement - by 31 March 

– a Fiscal Strategy Report - immediately after presentation of the Budget  

– an Economic and Fiscal Update (EFU) - immediately after presentation of the Budget  

– a Half-year Economic and Fiscal Update (HYEFU) - no earlier than 1 November and 
no later than 31 December (in any year but an election year)  

In an election year a Pre-election Economic and Fiscal Update (PREFU) must be published not 
earlier than 30 working days, nor later than 20 working days of the election, and if published 
between 1 October and 31 December replaces the requirement to publish a HYEFU in that 
financial year (although the government can decide to publish both).  

All Economic and Fiscal Updates must be prepared by the Treasury, contain (amongst other 
matters) economic and fiscal forecasts for the financial year that the update concerns and each 
of the next 2 financial years, and be accompanied by a statement of responsibility that is signed 
by the Treasury Secretary and the Minister of Finance. 

The fiscal forecasts must include (amongst other matters) for each of the three financial years to 
which the updates relate:  

• a statement of borrowings that reflects the forecast borrowing activities for each of those 
financial years 

• any other statements that are necessary to fairly reflect: 

– the forecast financial operations for each of those financial years; and 

– the forecast financial position at the end of each of those financial years  

• a statement of commitments from the most recent monthly financial statements of the 
Government   

                                                      
1  The Government may depart from the principles of responsible fiscal management if— 
 (a) the departure from those principles is temporary; and  
 (b) the Minister, in accordance with this Act, states— 
  (i) the reasons for the departure from those principles; and 
  (ii) the approach the Government intends to take to return to those principles; and 
  (iii) the period of time that the Government expects to take to return to those principles. 
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• a statement of specific fiscal risks of the Government (and the rules used to determine 
what is and is not a fiscal risk) as at the day on which the forecast financial statements are 
finalised that relate to: 

– Government decisions and other circumstances that may have a material effect on the 
fiscal and economic outlook 

– any other contingent liabilities (including any guarantees or indemnities given under 
any Act) 

The PFA requires that if the fiscal implications of Government decisions and other 
circumstances can be quantified for particular years with reasonable certainty by the day on 
which the forecast financial statements are finalised, the quantified fiscal implications of those 
Government decisions and other circumstances must be included in the forecast financial 
statements. If, however, the fiscal implications of Government decisions and other 
circumstances cannot be quantified for or assigned to particular years with reasonable certainty 
by the day on which the forecast financial statements are finalised, those Government decisions 
and other circumstances must be disclosed in the statement of specific fiscal risks. 

The PFA provides for some limits on disclosure of government policy decisions only in 
circumstance where incorporation of the decision, circumstance, or statement in the economic 
and fiscal update would likely: 

• prejudice the substantial economic interests of New Zealand; or  

• prejudice the security or defence of New Zealand or the international relations of the 
Government; or  

• compromise the Government in a material way in negotiation, litigation, or commercial 
activity; or  

• result in material loss of value to the Government  

• and there is no reasonable or prudent way the Government can avoid this prejudice, 
compromise, or material loss 

Rules used to determine fiscal risks 
The PFA requires disclosure of the rules used to determine fiscal risks. This is important 
because the requirements that relate to disclosure of fiscal risks require judgement by Treasury 
on matters such as what can be quantified ‘with reasonable certainty’. These rules were 
disclosed in the 2008 PREFU as being: 

• reasonable certainty criterion – risks where government decisions or legislative 
commitments have uncertain fiscal consequences or timing, such that they cannot be 
included in the fiscal forecasts 
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• materiality criterion – risks have an impact on the fiscal forecasts (operating balance, net 
worth or gross debt) of $10 million or more in any one forecast year 

• active consideration criterion – risks are being actively considered by the Minister of 
Finance and responsible Ministers (eg, are the subject of written reports) or are decisions 
that have been deferred to a later date 

The PREFU also clarified that specific fiscal risks do not include: 

• normal forecasting risks, such as uncertainty around welfare benefits, SOE/CE surpluses, 
the impact of regular revaluations of physical assets, finance costs or fluctuations in 
external markets 

• possible changes to the interpretation of accounting policies, such as the changes to 
revenue recognition rules and recognition of liabilities 

• discussion documents containing proposals that the Minister of Finance and responsible 
Ministers will not actively consider until the consultation process has been completed 

The Injury Prevention, Rehabilitation, and 
Compensation Act 2001 
The Injury Prevention, Rehabilitation, and Compensation Act 2001 provides (amongst other 
matters) for: 

• cover under the provisions of the Act in the event of personal injury in New Zealand (or 
outside of New Zealand for persons ordinarily resident in New Zealand). Non-earners have 
cover for: 

– personal injury caused by an accident to the person  

– personal injury that is treatment injury suffered by the person2  

– mental injury caused by certain criminal acts 

• entitlements to persons with cover can include (depending on particular prescribed 
circumstances related to the claim and earner status of the claimant at the time of injury):   

– rehabilitation, comprising treatment, social rehabilitation, and vocational rehabilitation  
- to assist in restoring the claimant’s health, independence, and participation to the 
maximum extent practicable 

– weekly compensation (for loss or earnings and potential earnings) 

                                                      
2  This includes: personal injury that is a consequence of treatment given to the person for another personal injury for 

which the person has cover; personal injury caused by a gradual process, disease, or infection that is treatment 
injury suffered by the person; personal injury caused by a gradual process, disease, or infection consequential on 
personal injury suffered by the person for which the person has cover; personal injury caused by a gradual process, 
disease, or infection consequential on treatment given to the person for personal injury for which the person has 
cover; and personal injury that is a cardiovascular or cerebrovascular episode that is treatment injury suffered by the 
person. 
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– lump sum compensation for permanent impairment 

– funeral grants, survivors’ grants, weekly compensation for the spouse or partner, 
children and other dependants of a deceased claimant, and child care payments 

• management of the ACC Scheme by a Crown Entity (the Accident Compensation 
Corporation) including its: 

– processing of applications from claimants for cover 

– determining claimants’ eligibility to scheme entitlements  

– managing the provision of entitlements to claimants  

– financial management of Scheme accounts including a Non-earners’ Account and a 
Treatment Injury Account. In managing each Account, the Corporation must ensure 
that revenue and expenditure relating to that Account is received, applied, and 
accounted for separately 

The IPRC provides for the Non-earners’ Account to be funded from appropriations by 
Parliament, and for these funds to be applied to meeting the costs of: 

• entitlements in respect of non-earners who have cover for personal injury (other than motor 
vehicle injury or treatment injury) 

• entitlements in respect of employees of foreign representatives who suffer work related 
personal injury in their employment with that foreign representative 

• non-earners’ Treatment Injury Account costs  

• entitlements to non-earners under the Accident Insurance Act 1998 

• administering the Non-earners’ Account  

The IRPC is quite prescriptive in how statutory rights to cover and entitlements are to be 
determined, administered and met, and the role of the Corporation in providing entitlements and 
managing the scheme. There is however some scope for flexibility in how entitlements are 
managed and provided and how scheme accounts are managed and funded. To this end the 
IPRC provides for: 

• a service agreement between the Minister and Corporation 

• regulation making powers 

• some room for ministerial and Government decisions on scheme management  

There is, for instance, some room for policy choices by Government regarding the financial 
management and funding of accounts (such as whether to fund the Non-earners’ Account on a 
pay as you go basis or a full funded basis) and how the Corporation goes about managing and 
purchasing prescribed treatment, rehabilitation and other services to claimants such as the 
contracts it negotiates with providers for the provision of acute and elective treatment services.  
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Agency roles 
Within the framework provided by the PFA, IPRC and Government policy decisions, the ACC, 
Department of Labour (DOL) and the Treasury (TSY) all play particular roles in the annual 
updating of the Vote ACC Non-earners’ Account appropriations. Specifically: 

• TSY is responsible for the management and coordination of the budget management 
system, including the preparation of regular economic and fiscal updates under the PFA for 
which the Treasury Secretary is required to sign a statement of responsibility (together with 
the Minister of Finance). To this end the Treasury administers a system necessary to 
capture required information and provides guidance support to departments and Crown 
agencies for them to enter required information into the system on Votes and accounts that 
they administer by particular dates, and prepares a statement of Specific Fiscal Risks in 
consultation with departments.  Treasury also provides 2nd opinion advice to the Minister of 
Finance on the ACC Scheme’s performance, the Corporation’s management of it and the 
appropriation proposals developed by DOL on the Minister for ACC’s behalf. Specifically 
within Treasury: 

– The Fiscal Management team within Treasury’s Macroeconomic Group advise Ministers 
and departments on Budget strategy and management, as well as Budget process 
design. The team brings together the wider fiscal and macroeconomic picture with the 
analysis from individual Vote teams to advise the Minister of Finance on an approach 
that enables the Government to meet its key policy objectives and satisfy its fiscal and 
economic goals at the same time. A Financial Management Systems team within the 
Fiscal Management team runs the Crown Financial Information System (CFISnet)3 that 
departments and agencies must use to enter required information 

– The Fiscal Reporting team within Treasury’s Macroeconomic Group monitors the 
Government’s fiscal position and prepares fiscal forecasts for publication in the 
Economic and Fiscal Updates. It also provides assistance to Vote teams 

– Treasury Vote teams have an ‘assess and assist’ role. In the assist role, they work 
alongside departments in updating baseline information and developing Budget 
initiatives, and are the first source of advice to departments at any stage of the Budget 
process. In the assess role, Vote teams advise on the priority, quality and effectiveness 
of departmental initiatives, and provide quality assurance on the information that is used 
to make Budget decisions and to update baseline information including alerting the 
Minister of Finance to any policy and fiscal risks that might not be fully disclosed by 
Vote Ministers.   

                                                      
3  CFISnet is used extensively by departments and Treasury throughout the Budget process. It contains initiative and 

baseline data which is uploaded and updated by departments. Departments and Treasury use CFISnet to securely 
exchange draft and final documents. 



Commercial In Confidence 

12 ACC Ministerial Inquiry  

• ACC is responsible for the day to day management of the scheme, calculating the value of 
and forecasting costs and revenue for each of the scheme accounts, and developing levy 
and appropriation proposals for the funding of each account. On the funding of the Non-
earners’ Account, the ACC presents proposals to the Minister for ACC and DOL for their 
consideration.  The Corporation is directly responsible for the entry of information on the 
scheme’s overall financial position (but not the Crown’s funding of the Non-earners’ 
Account) into CFISnet in order to provide Treasury with the information necessary for it to 
report regular updates of the Crown’s balance sheet position      

• DOL is responsible for advising the Minister for ACC on ACC policy and legislation4 and 
monitoring the performance of the Corporation in its management of the scheme. It advises 
the Minister for ACC on the Corporations’ valuation of the ACC scheme, provides advice 
and support for the Ministers relationship with the Board, and administers Vote ACC 
appropriations for the Minister. It enters information into CFISnet on changes to Vote ACC 
appropriations and forecast financial risks (not fiscal risks) necessary for Treasury to report 
regular updates to the Government’s fiscal commitments  

                                                      
4  The Department of Labour provides the Minister for ACC with policy advice on cover, levels of levies and 

entitlements as well as more generally on the ACC Scheme’s regulation, ACC policies and practices, and the 
interfaces with health and welfare and workplace health and safety.  
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Findings 

Factors Giving Rise to Increase in Required Funding 
What were the factors (including progress to full funding, areas of cross-
subsidy or cost-shifting, demand for and cost of services, and newly-
legislated entitlements) that gave rise to the increase in government 
funding required for the ACC Non-earners’ Account? 
The pressure that resulted in funding shortfalls to the Non-earners’ Account (and other ACC 
accounts) was the result of an unfavourable convergence of: 

• adverse economic and financial conditions resulting in losses and lower than forecast 
returns on ACC investments 

• policy decisions to: broaden the scope of cover for medical treatment injuries; fully fund the 
Treatment Injury Account and increase the contribution of the Non-earners’ account to the 
funding of the Treatment Injury Account; increase payments to some service providers and 
reduce co-payments by claimants 

• increasing demand caused by greater than forecast claims by non-earners and a greater 
than forecast incidence of serious injury claims 

• increasing input costs to the ACC of purchasing treatment and rehabilitation services 

• worse than forecast rehabilitative outcomes    

On 29 January 2001 the Government agreed on its funding policy for the Non-earners’ Account. 
It agreed to fund claims: 

• accepted from 1 July 2001 on a full cost (fully funded) basis 

• accepted prior to 1 July 2001 on a continuing pay as you go basis  

Full funding means that an appropriation is made to fund the Non-earners’ Account each year at 
a level sufficient to pay all of the current year and future year costs expected to be incurred by 
claims for cover by non-earners on the Account in that year. This is achieved by the ACC using 
some of the appropriation to pay current year costs of claims and investing the remainder of the 
appropriation at a rate necessary to pay future expected costs of the claims. The invested 
money receives a return that, if greater than the cost to the Crown of borrowing the same 
money, should result in a lower total cost to the Crown (over the life of the claim) than would 
pay as you go funding. It can also result in improved transparency and incentives for efficient 
scheme management and is consistent with the approaches taken to funding the other main 
accounts.  

Pay as you go funding means that an appropriation amount is sought each year to fund just the 
actual costs of all active claims in the year of appropriation.   
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Within this funding policy framework, the annual cost to the Crown of funding the Non-earners’ 
Account is influenced by: 

• legislative requirements and policies related to cover and entitlements and their 
management / provision / purchase by the ACC Corporation. Decisions to expand cover or 
to increase entitlements result in increased costs and can also result in funding shortfalls. 
These will occur if the costs of providing entitlements to claimants already on the scheme 
increase beyond the forecast costs of future entitlements for which reserve provisions have 
already been made  

• annual trends in the number and severity of injuries suffered by non-earners. Generally 
more injuries and more severe injuries mean that more funds are needed to fund claims 
whereas less injuries and less severe injuries means less is needed 

• the Costs to the Corporation of providing and purchasing treatment, rehabilitation and 
compensation entitlements that must be provided to eligible non-earners. If these costs are 
greater than previously forecast they may contribute to a funding shortfall. If they are lower 
than previously forecast they may contribute to a surplus     

• the effectiveness of the treatment and rehabilitation services provided by the Corporation in 
restoring claimant’s health, independence, and social and economic participation to the 
maximum extent practicable so that they can be exited from the Scheme. If the Corporation 
is able to provide these services in ways that are cost effective and result in claimants 
exiting the scheme earlier than forecast (and consuming a lower total value of entitlements) 
a net reduction in scheme costs leading to a surplus can be achieved. If it cannot, the 
result may be a funding shortfall.  

• the return on funds invested by the Corporation. Because the scheme accounts are fully 
funded, ACC holds large reserves that it draws upon to pay future claims costs. These 
reserves are invested until needed. Better than forecast investment returns on reserves 
result in surpluses (which if sustained over time) can be used to reduce pressures on future 
levies and appropriations whereas worse than forecast returns can result in a funding 
shortfall if not recovered in future years   

• the costs to the Corporation of administering the Scheme – low administration costs may 
not however contribute to a low cost scheme if they are at the expense of effective 
administration and claims management 

• the broader economic, political, social and cultural context in which the scheme operates. 
Deteriorating economic circumstances, for instance, can impact on investment returns, 
incentives on some persons to make claims on the scheme and the ease with which some 
claimants can be exited from the scheme. Broad economic conditions are captured, to 
some extent, in the discount rate that is used to calculate the value of claims on the 
scheme – with a low rate resulting in an increase in the outstanding claims liability and a 
high rate resulting in a decrease 
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The pressures that resulted in recent funding shortfalls to the Non-earners’ Account (and other 
accounts) were the result of an unfavourable convergence in most of the above factors. 

Deteriorating trends in scheme costs and rehabilitative outcomes had been evident for some 
years, but any impact on premiums and appropriations had been masked by better than 
forecast investment returns and an increasing discount rate until 2007.  This changed in 2007 
when actual investment returns began to deteriorate due to worsening global financial and 
economic conditions. As investment returns deteriorated pressures on scheme costs flowed 
through to levy and appropriation proposals in 2008.  

Adding to these funding pressures for the Non-earners’ Account were government policy 
decisions to expand cover for treatment injury, to increase the contribution of the Non-earners’ 
Account to the funding of the Treatment Injury Account (in proportion to the costs of claims 
made on the Treatment Injury Account by non-earners), to fully fund the costs of claims since 
2001 on the Treatment Injury Account over a three year period and to change the basis on 
which ACC purchases some treatment and rehabilitations services in order to reduce the need 
for co-payments by claimants. 

As part of its scrutiny of ACC’s proposed increases to Non-earners’ Account appropriations, 
DOL commissioned consulting actuaries Finity Consulting Pty (Finity) to review ACC’s 
proposals. Finity reported to DOL in October 2007 that of the $297m increase in appropriations 
sought by ACC for 2008/09: 

• $72m could be attributed to increased funding costs of social rehabilitation due to a mix of 
increased purchase costs and funding shortfall (as a result of greater than expected claims 
and lower than expected investment returns)  

• $42m could be attributed to increased costs of medical treatment due mainly to ACC 
initiated changes in the type and mix of services purchased (including greater access to 
pain management and a wider range of specialists) and funding shortfall 

• $19m could be attributed to increased costs of hospital rehabilitation (mainly elective 
surgery) due to a mix of increased payment rates to providers and funding shortfall 

• $24m could be attributed to increases in the cost of ambulance services due mainly to 
increased increases in the rates paid by ACC for ambulance services and funding shortfall  

• $99m could be attributed to increases in the cost to the Non-earners’ Account of funding its 
share of Treatment Injury Account costs of which: 

– $76m could be attributed to alignment of the funding policy of the Treatment Injury 
Account with the funding policy of the Non-earners’ Account 

– $22m could be attributed to increased claims costs  

• $41m could be attributed to a mix of other costs increases including: 

– $14m in weekly compensation 
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– $7m in other rehabilitation 

– $7m in vocational rehabilitation 

– $6m in public health acute services 

Overall, roughly one third of the increases proposed by ACC could be attributed to policy 
changes associated with cover for treatment injury and the funding of the Treatment Injury 
Account, at least one third to funding shortfalls associated with greater than previously forecast 
claims and claims costs (related to increases in serious injuries and worse than forecast 
rehabilitative outcomes) and lower than previously forecast investment returns5 (related to a mix 
of economic and other matters), and up to one third to increased costs to the ACC of 
purchasing and providing services.  

In their report to DOL Finity noted that: 

• while claim costs fell slightly between 2003 and 2005 they subsequently rose sharply to 
2007 

• recent historical increases to the Non-earners’ Account costs are related to both increasing 
claim numbers (not due to numbers of non-earners in the population) and increasing 
average claim size 

Finity suggested in its report that it would be useful to further unpack the drivers of the funding 
deficit, when assessing the appropriateness of the shortfall component of the appropriation 
proposals into: 

• investment return, actual compared to previous assumptions 

• discount rate (on outstanding claims) 

• all other claims related impacts 

                                                      
5  The Non-earners' Account made an investment loss of $23.242m in the year ending 30 June 2008 – representing a 

return of approximately -2.2% (against a forecast return of 7.7%). ACC’s 2008 Non-earners’ Account appropriation 
proposals are based on forecast returns of 9% for the year ending 20 June 2009 and 7.5% for years thereafter. 
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Dates on Which the Need for Increases Became Known 
What were the dates on which the increase in government funding 
required for the ACC Non-earners’ Account became known, to whom was 
the information communicated and on what dates?  
When the PREFU was published on 6 October 2008 it included an assessment of the ACC total 
outstanding claims liability based on 30 June 2008 data prepared for ACC by 
PricewaterhouseCoopers Actuarial PTY (PWC). What was not included in the PREFU was any 
information on the implications of changes in this liability for the Crown’s funding of the Non-
earners’ Account.   

The full detail of additional funds needed to fund the Non-earners’ Account was known to: the 
ACC by the end of July 2008; DOL and TSY in late July/early August 2008; the Minister for ACC 
by mid August 2008; and had been relayed by TSY to the Minister of Finance’s office by the end 
of August 2008 and directly to the Minister of Finance several days later in early September 
2008.  

The pressures of increased scheme costs combined with reduced investment returns that 
resulted in funding shortfalls to the Non-earners’ Account (and other accounts) were, however, 
evident earlier from at least December 2007. Specifically: 

• ACC in its report on scheme performance for the second quarter of 07/08 noted increases 
in new claims including a 10% increase in claims by non-earners and a 17% increase in 
serious injury claims. It also noted increasing claims costs, increasing social rehabilitation 
costs, increasing treatment costs, deteriorating rehabilitation rates, deteriorating return to 
work rates and a loss on its investments in December 2007 

• DOL, in a written briefing to the Minister for ACC, on ACC’s second quarter performance 
for 07/08, noted increasing claims incidence, deteriorating rehabilitation outcomes, 
increasing number of active claims and increasing treatment costs 

• on 4 March 2008 ACC received a report from PWC that valued the Outstanding Claims 
Liabilities as at 30 June 2008 (based on data as at 31 December 2007) at $17,572m, an 
increase in the total scheme unfunded liability of $1,276m. PWC estimated the impact of 
this increase for the Non-earners’ Account to be $272m and for the Treatment Injury 
account to be $127m 

• on 22 April 2008 ACC sent DOL an email with a copy of an ACC Board paper attached that 
outlined ACC’s forecast budget for 2008/09 through to 2011/12. In the body of the email 
the author alerted DOL that it would “need to look carefully given we are anticipating a 
significant deficit next year”.  

• ACC notified DOL on 19 May 2008 that the Treatment Injury Account was under funded by 
$277m as at 30 June 2007 (due mainly to aligning the approach to funding the Treatment 
Injury Account with the approaches taken to funding other ACC accounts) 
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• ACC provided DOL on 21 July 2008 with a report of its fourth quarter performance that 
amongst other matters indicated: 

– a $766m under budget return on its investment portfolio for the year 

– treatment costs exceeding budget 

– the three month rehabilitation rate not meeting targets 

– an increase in scheme liability for the year ending June 2008 of $2,614m of which 
ACC considered $163m to be within its control 

• DOL conveyed a number of concerns to ACC on 30 June 2008 regarding scheme 
performance including: 

– that “out of 7 strategic priorities, 6 strategic priorities have KPIs6 that have not been 
met” 

– “no KPIs under Rehabilitation have been met or close to achieving” 

– concern that “the 3-mth rehab rate is below target by 2.7% and declined in each 
quarter throughout the year. In fact, the rate has been declining for the last 5 years”. 

• In response to questions in July 2008 from the Transport and Industrial Relations 
Committee of Parliament concerning its consideration of 2008/09 Vote ACC Estimates, 
DOL advised the Committee that ‘due to higher compensation costs and increased 
compensation payments the forecasted contribution to the Non-earners’ Account will not be 
adequate’ 

• In a written briefing to the Minister for ACC on 18 August 2008 DOL advised that “concerns 
remain in areas highlighted at end of 2006 /07 and in each of the quarters throughout this 
year” and that “further deterioration in any of these issues is likely to have an impact on 
future levies”. Specific areas of concern identified by DOL in the briefing included:  

– ongoing decline in the three and 12 month rehabilitation rates, return to work and 
sustainable return to work rates  

– growth of 5.1% in weekly compensation claims and growing proportion of long term 
compensation claims  

– increasing treatment costs and serious injury rehabilitation costs 

– that investment income is well under budget (a loss) and that if this lower than 
expected return is not recovered in later years it will have the impact of increasing the 
amount of levy ACC needs to collect to achieve full funding.  

On 4 August 2008 the ACC Board, on the advice of the Corporation, determined that the 
Crown’s funding of the Non-earners’ Account (including its contribution to the Treatment Injury 
Account) would need to be increased by an amount in the order of $300m per annum if claims 
by non-earners were to be met and managed by the ACC in accordance with the requirements 

                                                      
6  Key Performance Indicators 



 

 ACC Ministerial Inquiry 19 

of the IPRC and government policy decisions on the funding of the Non-earners’ and Treatment 
Injury Accounts. Specifically: 

• ACC received a revised valuation of the ACC scheme from its actuaries 
PricewaterhouseCoopers on 10 July 2008 that indicated an increase in the unfunded 
liability for the whole scheme of $1,456m7 since June 2007 including a $383m movement in 
the Non-earner’s Account.   

• the ACC Corporation finalised its advice on funding proposals to its Board on 25 July 2008 

• ACC’s Board met on 4 August 2008 and agreed to propose to the Minister for ACC the 
following increases to Vote ACC appropriations necessary to fund non-earner claims on 
the Non-earners’ and the Treatment Injury Accounts for her submission to Cabinet 
(following completion of ACC’s consultation with DOL and TSY):   

– $305.654m in 08/09 

– $311.643m in 09/10 

– $300.482m in 10/11 

– $298.814m in 11/12  

– $343.148m in 12/13 

On 14 August 2008 the ACC Corporation advised the Minister for ACC of its likely intent to seek 
the above baseline adjustments to Vote ACC Non-earners’ Account appropriations.  

The Corporation shared information (including Board papers) with officials from DOL and TSY. 
By early August 2008 officials from both departments had access to the Board’s agreed 
proposals to recommend increases to Vote ACC Non-earners’ Account appropriations. By the 
end of August 2008 both departments had conveyed their awareness of this information to their 
respective Ministers (if not the actual details of ACC’s proposed increases to appropriations).  
Specifically:  

• ACC informed DOL and Treasury in early August of its proposals to the ACC Board, and of 
the results of the Board’s agreement to recommend increases to Vote ACC Non-earners’ 
Account appropriations  

• DOL advised the Minister for ACC on 14 August 2008 that a change to appropriations 
would be required (but did not indicate the amounts) because of changes to:  

– claims experience in the Non-earners’ and Treatment Injury Accounts  

– changes in funding policy  

– changes in the economic landscape 

                                                      
7  Excludes a risk margin of $253m  
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• DOL advised the Minister for ACC on 15 August 2008 of its awareness of ACC’s proposed 
changes to Vote ACC appropriations 

• ACC formally provided DOL and TSY with copies of its Technical Report containing  its 
proposals for baseline adjustments to Vote ACC on 22 August 2008 

• TSY advised the Minister of Finance’s Office on 22 August 2008 of ‘indications from the 
ACC that it would be seeking around $300m per annum in additional appropriations for the 
Non-earners’ Account for 2008 / 09 and out years’ 

• TSY advised the Minister of Finance on 1 September 2008 of ACC’s intention to “propose 
increases of around $300m or approximately 30% for this account when the 08/09 baseline 
funding update is presented to cabinet in December”.   

What was undecided at the end of August 2008 and by the date of PREFU in October 2008 was 
the exact amount that Vote ACC appropriations would need to adjusted by in order to cover the 
Non-earners’ Account funding shortfall. This was because appropriation decisions (as required 
by the Cabinet agreed process for updating ACC appropriations) had yet to be taken by 
Cabinet. The main constraints on Cabinet taking these decisions were that DOL had yet to: 

• complete its detailed scrutiny of ACC’s premium proposals, including their review by 
independent actuarial consultants Finity  

• decide whether or not to recommend to the Minister for ACC support for ACC’s proposals  

• draft the necessary papers for the Minister for ACC to seek decisions from Cabinet on 
ACC’s proposed increases to Vote ACC Non-earners’ Account appropriations  

When asked the nature of policy decisions that were reasonably expected of Cabinet on ACC’s 
funding proposals officials from both TSY and DOL indicated that Ministers could potentially 
consider a range of options to reduce costs to the Crown such as requiring ACC to meet or 
absorb some of the funding shortfall through efficiencies or borrowing, changes to underlying 
assumptions, or proposals to amend previous policy decisions.  Any such decisions might 
reasonably have been expected to reduce the impact on the Crown of ACC’s proposed 
increases but not to eliminate the need for some increased Crown funding.   
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Normal Process for Updating ACC Appropriations 
What is the normal process and timeline for identifying, obtaining 
actuarial validation of, seeking appropriation approval for, and reflecting 
in economic and fiscal updates any increase required in government 
funding for the ACC Non-earners’ Account?  
The process for updating Vote ACC Non-earners’ Account appropriations was agreed to by 
Cabinet on 24 March 2006.  Significantly the Cabinet agreed process required that ACC consult 
with key government stakeholders (including Treasury and the Department of Labour) on the 
funding of the Non-earners’ Account and seek Cabinet approval for Non-earners’ Account 
baseline updates. Prior to this the funding of new policy decisions were considered within the 
Budget bid process and baseline updates were made through the October Baseline Update 
process (on the basis of agreement between the Minister of Finance and the Minister for ACC).  
[SDC Min (06) 6/2 and CAB Min (06) 11/5 refer].   

In deciding to establish this process, Cabinet noted that although the Crown [was then] 
consulted on new policy, it [was] not systematically consulted with regard to the ongoing 
implications arising from the implementation of policy. The reasons stated in the Cabinet paper 
for requiring Cabinet approval of ACC baselines adjustments were that: 

• while the Crown is consulted on policy changes that have funding implications during the 
budget process, it is not consulted on the ongoing implications arising from implementation 
of agreed policy 

• ACC had experienced difficulty in gaining approval for non-forecast items (through the 
OBU process) that were more urgent than the Budget process 

• the process would provide scope for ACC to include some cost increases resulting from 
existing policy decisions that do not meet the criteria of forecast changes and that require 
greater urgency than the Budget bid process timing allows for 

• the process would improve transparency around the full and ongoing impact of policy 
settings under the ACC scheme on the Crown appropriations and potentially provide early 
warning of emerging policy issues  

The new process also resulted in the alignment of the process for updating Vote ACC Non-
earners’ Account appropriations with the processes for adjusting other levies paid by employers, 
earners and motorists.  

The main steps and dates in the Cabinet agreed process for adjusting Vote ACC Non-earners’ 
Account baselines are listed in table 1 below. The 2006 Cabinet decision did not set a particular 
time frame around these steps. The time frames shown in the table are based on actual 
experience of operating the process in 2007 and 2008. In both years officials’ intended to 
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complete the process so that adjustments could be included in OBU, but in neither year was this 
achieved because of the length of time required to progress each step of the process. 

Table 1: Normal Process and Timeline for Updating Non-earners’ Account Appropriations 

Step Timing 

ACC commissions a valuation of the outstanding claims liabilities as at 
30 June (based on data to 30 June). In 2007 this valuation was 
prepared by ACC’s actuaries on the basis of data to 31 December 2006 
with projections made to 30 June, with results then updated by the 
actuaries to take account of experience during the second half of the 
year.  

Draft valuation available in 
July. Final signed valuation 
accepted in August 

ACC’s Board: considers the 30 June valuation, its implications for Vote 
ACC Non-earners’ Account appropriations, and decides on its 
proposals for any adjustments to Vote ACC baselines 

Late July / early August 

ACC consults with DOL and TSY on its proposed adjustments to Vote 
ACC baselines 

August 

DOL and TSY consider ACC’s proposed adjustments to baselines. An 
important input to this is an independent actuarial review of ACC’s 
proposals commissioned by DOL 

August – October 

DOL advises the Minister for ACC on ACC’s proposals and drafts the 
paper/s necessary for the Minister to seek Cabinet agreement to any 
adjustments recommended to Vote ACC baselines 

October – November 

Cabinet makes decisions on any proposed adjustments to Vote ACC 
baselines 

December 

Any funding changes are incorporated into the Supplementary 
estimates through the relevant Treasury baseline update process    

October or March (depending 
when cabinet decisions are 
made) 

 
The particular process for ACC updates proceeds alongside a generic Treasury administered 
processes to update baselines (across all Votes) and to publish the economic and fiscal 
updates required by the PFA.  
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In a normal (non-election) year the Treasury process involves the collection of information on 
approved changes to baselines from departments through the October Baseline Update 
process (OBU). Information collected through OBU is then used by Treasury to produce the Half 
Year Economic and Financial Update report required by the PFA which is published in 
November or December. In the context of this process, changes to baselines are normally 
agreed between the Minister of Finance and Vote Ministers, and include updates for: 

• Cabinet decisions (made after the Budget close off and before the start of the OBU 
process) 

• any technical adjustments resulting from fiscal year end outturns 

• any fiscally neutral adjustments required, including those to align baselines with new output 
plans 

• roll out of the baselines to out years, including the impact of any Cabinet decisions with 
increasing or decreasing profiles, any significant forecasting changes, and reflect any items 
that cease 

• expense or capital transfers agreed to by joint ministers or Cabinet 

In 2008 this process was modified to provide for a combined OBU and fiscal update process 
leading to publication of PREFU on 6 October 2008.   
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Process Followed in 2008 
Was the process and timeline followed in 2008, including in relation to the 
Pre-Election Economic and Fiscal Update, consistent with or different 
from the normal process and timeline and why did any variation occur? 
The process followed in 2008 for updating Vote ACC Non-earners’ Account appropriations was 
consistent with the process agreed to by Cabinet.  

This meant that by the time PREFU was closed off on 17 September 2008 for publication, 
government had yet to consider its funding of Vote ACC Non-earners’ Account appropriations.  

While consideration was given to whether or not to change the timing of the ACC update 
process because of the election year timetable for OBU, the Minister for ACC agreed on 18 
August (on the advice of DOL officials) that the baseline update be timed to take effect in 
December 2008 to coincide with levy consideration with any required baseline update taking 
effect through Imprest Supply through the Supplementary Estimates.  

As a result of this, decisions on Vote ACC appropriation adjustments by the time of PREFU:  

• had not been taken so (appropriately) could not be included in the forecast financial 
statements 

• were not yet under active consideration by the Minister of Finance and the Minister for 
ACC, so Treasury decided not to include the risk in PREFU    

This meant that while PREFU included updated figures from ACC on the scheme’s total 
outstanding claims liability as at 30 June 2008, information on the risk to the Crown of changes 
in this liability for its funding of the Non-earners’ Account was not included. Because of this it 
was not possible to conclude from the information provided in PREFU that there was a shortfall 
in the Crown’s funding of the Non-earner’s Account that would result in an increase to the 
Crown’s gross sovereign issued debt once baselines were adjusted.  

It is the Inquiry’s conclusion that information on the expected increase in costs to the Crown of 
funding the Non-earners’ Account should have been disclosed in PREFU because: 

• the PFA clearly prescribes the contents of economic and fiscal updates (including the 
PREFU) as including (amongst other matters) economic and fiscal forecasts for the 
financial year that the update concerns and each of the next 2 financial years. The 
economic and fiscal forecast must include (amongst other matters) a statement of specific 
fiscal risks of the Government as at the day on which the forecast financial statements are 
finalised. These risks relate to: Government decisions and other circumstances that may 
have a material effect on the fiscal and economic outlook; and any other contingent 
liabilities (including any guarantees or indemnities given under any Act) 
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• the PFA is quite clear that if the fiscal implications of Government decisions and other 
circumstances can be quantified for particular years with reasonable certainty by the day 
on which the forecast financial statements are finalised, the quantified fiscal implications of 
those Government decisions and other circumstances must be included in the forecast 
financial statements or, if they cannot be quantified for or assigned to particular years with 
reasonable certainty by the day on which the forecast financial statements are finalised, 
those Government decisions and other circumstances must be disclosed8 in the statement 
of specific fiscal risks. 

• ACC’s proposed adjustments to baselines could be attributed largely to existing statutory 
requirements, government policy decisions and changes to economic and forecast 
assumptions including: 

– statutory requirements concerning cover, entitlements and Scheme management 
contained in the IPRC and the various regulations made under the IPRC 

– government policy decisions on the funding and management of the Non-earners’ 
Account and the Treatment Injury Account including the decisions to full fund new 
claims from 2001, to provide for a three year smoothing period for adjustments to 
appropriations, to contribute to the costs of non-earner claims on the Treatment Injury 
Account in proportion to the incidence of non-earners’ claims on that account, and to 
fund the Treatment Injury Account on the same basis as other accounts    

– government policy decisions related to ACC’s purchasing of some treatment and 
rehabilitations services 

– changes in forecast assumptions concerning claims on the Non-earners’ Account, 
costs of treatment and rehabilitation services, changes in rehabilitation rates and 
investment returns  

• the nature of decisions yet to be taken by Cabinet (at the time PREFU was published) 
concerned the detail of adjustments to appropriations necessary to fund the costs 
associated with the application of existing statutory requirements and policy decisions to 
the Non-earners’ Account. Decisions yet to be taken on funding could reasonably have 
been expected to decrease but not to eliminate the need for substantial increases to 
appropriations as proposed by ACC in August 2008 

For these reasons PREFU should have included the risk to the Crown of a Non-earners’ 
Account funding shortfall as a specific fiscal risk. In coming to this conclusion the Inquiry: 

• agrees that uncertainty did exist as to the implications of ACC’s proposals to increase the 
Crown’s funding of Vote ACC appropriations because the matter had yet to be considered 
by Cabinet (although the amount finally agreed for 2007/2008 was within $10m of the 
amount originally proposed by the ACC Board) 

                                                      
8  Emphasis added 
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• agrees that the matter was not under active consideration by Ministers because a Cabinet 
paper had yet to be written for the Minister for ACC’s submission to Cabinet (although it 
was clear that it would be considered by Cabinet)  

• disagrees with the Treasury decision not to include the funding shortfall as a specific risk 
because: 

– the amount in question was material (over $10m) 

– the factors giving rise to the risk resulted from statutory requirements to provide 
specific entitlements to eligible non-earners and for the Crown to fund the costs of 
providing these entitlements, and existing policy decisions related to the funding of the 
Non-earners’ Account, the funding of the Treatment Injury Account and the ACC’s 
purchase and management of treatment and rehabilitative services to non-earners. 

– it was reasonable to expect that decisions yet to be taken by Cabinet would be taken 
and that they would result in a significant increase to Vote ACC appropriations     

• concludes that despite any government decision to put in place a particular process for 
updating Vote ACC Non-earners’ Account appropriations, certain information relating to the 
funding of the Non-earners’ Account should still find its way into the economic and fiscal 
updates required by the PFA 

The fact that the information was not disclosed in PREFU can be attributed to: 

• Treasury’s interpretation of the PFA requirements related to the inclusion of Fiscal Risks in 
the economic and fiscal forecasts contained in the PREFU that put onus on the fact that 
Cabinet was yet to make decisions on adjustments to appropriations necessary to fund the 
Non-earners’ Account rather than the policy decisions already made by Government and 
embodied in statute, regulation, and requirements communicated to the ACC regarding its 
management and funding of the Non-earners’ Account and the Treatment Injury Account 
that resulted in the funding shortfall  

Contributing factors to the non-disclosure were:  

• the decision to establish a separate process for updating Vote ACC Non-earners’ Account 
appropriations. This resulted in the update process for ACC becoming disconnected from 
OBU and the fiscal update process. This would not, in itself have been a problem, if 
Treasury had recognised the need for certain information relating to risks to the Crown 
from its funding of the Non-earners’ Account to be included in economic and fiscal updates, 
and had worked with DOL to provide for this to occur  

• the total elapsed time associated with the process, which meant that Cabinet decisions on 
appropriations could not be made prior to PREFU 

• officials not looking beyond the specific requirements and rules of their particular processes 
to the overarching intent and requirements of the PFA 
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Pre-Election Constraints on Government Decisions  
Did normal principles and processes relating to government decision 
making in the pre-election period place any constraints on consideration 
of the necessary additional appropriations to maintain existing ACC 
entitlements 
Principles and processes relating to government decision making in the lead up to a general 
election would not have been a constraint on the previous government’s ability to consider 
adjustments to Vote ACC Non-earners’ Account appropriations prior to the election.  

Guidance to ministers and officials on decision making in the pre election period is provided in 
the Cabinet Manual, Cabinet Office Circular CO (08) 3, and the State Services Commission 
document “State Servants, Political parties and Elections: Guidance for the 2008 Election 
period”. 

The Cabinet Manual states that “In the period immediately before a general election, the 
government is not bound by the caretaker convention9 unless the election has resulted from the 
government losing the confidence of the House” (which was not the case in 2008). That said, 
the Manual also states that “Successive governments, however, have chosen to restrict their 
actions to some extent at this time, in recognition of the fact that an election, and therefore 
potentially a change of government, is imminent. For example, significant appointments have 
been deferred, and some otherwise unexceptionable government advertising has been 
considered inappropriate during the election campaign, due to the heightened risk of perception 
that public funds are being used to finance publicity for party political purposes… In practice, 
restraints have tended to be applied from about three months before the general election is due 
or from the announcement of the election (if the period between the announcement of the 
election and polling day is less than three months). 

This guidance is further clarified in Cabinet Office Circular CO (08) 3 which specifically states: 

• the government has the right to govern until the election. The caretaker convention does 
not apply in the pre-election period 

• successive governments, however, have exercised restraint in the pre-election period in 
two main areas: 

                                                      
9  During the government formation process, the current government remains in office, as it is still the lawful executive 

authority, with all the powers and responsibilities that go with executive office. Traditionally, governments have 
nonetheless constrained their actions until the political situation is resolved, in accordance with what is known as the 
“convention on caretaker government”. The actions that a caretaker government can take will depend on the 
unofficial results on election night:: If it is clear who will form the next government, but they have not yet taken office 
the existing government should undertake no new policy initiatives, and should act on the advice of the incoming 
government on any matter of importance that cannot be delayed; If it is not clear who will form the next government, 
the normal business of government continues. Any matters requiring significant decisions should be deferred, or 
handled by way of a holding arrangement. If neither of these options is possible, decisions should be made only 
after consultation with other parties.  
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– when making significant appointments 

– when taking action that might result in government advertising campaigns being held 
during the election campaign.  

The above advice is repeated in the State Services Commission’s guidance to state servants, 
with further clarification provided on matters related to communications, advertising and 
publicity campaigns and the requirements of the Electoral Finance Act.  

At a practical level, the period immediately prior to an election can, however, be a difficult period 
for government decision making. The Cabinet Manual explains that there is reduced decision 
making capacity at the Ministerial and Cabinet level “while Ministers are occupied with the 
election campaign”. Cabinet Office Circular CO (08) 3 states that “From a practical perspective, 
the election period can be a difficult time for Ministers to focus on big or difficult policy 
questions. A general election always results in a period of reduced decision-making capacity at 
ministerial and Cabinet level, while Ministers are occupied with the election campaign”. 

For this reason, both the Cabinet Manual and Cabinet Office Circular CO (08) 3 include advice 
on the need for ministers and chief executives to consider the timing of significant policy 
decisions, including those that relate to the Pre-election Fiscal Update. The Cabinet Manual 
states that (because of, among other things, the need to make significant decisions in time for 
them to be taken into account in the pre-election economic and fiscal update) “It is therefore 
important for Ministers, departments, and other state sector agencies to ensure that all 
significant matters that will require ministerial attention in the course of the election year are 
dealt with well in advance of a general election. In particular, agencies should consider the 
effect of a general election on the timing of any regular or annual processes that require 
ministerial decision or parliamentary action”. The Cabinet Office Circular CO (08) 3 advises that 
“Chief Executives should talk to their Ministers early in the year about the matters they wish to 
see advanced before the election, and agree on timeframes for getting the relevant papers to 
Ministers and Cabinet”. 

Officials from DOL, ACC and Treasury did consider the timing of the Vote ACC Non-earners’ 
Account update process. DOL advised the Minister for ACC, on 14 August 2008, that “due to 
Treasury bringing forward the date required for October Baseline Update (OBU) submissions, 
you will not be able to progress approval for funding update through the 2008 OBU”. DOL 
identified three alternatives for the Minister to consider (any of which would have resulted in 
update decisions being taken after the publication of PREFU): 

• as soon as information is available, which is likely to be in late October 2008 

• through the 2009 March Baseline Update 

• in December 2008 to coincide with levy consideration 
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The Minister agreed to the December option on the basis of DOL’s advice that “Cabinet will be 
able to consider the increase in appropriations and any changes in levies at the same time. This 
is appropriate since levies and appropriations are largely determined by the performance of 
ACC and Cabinet will, be able to consider the full effect of ACC’s performance when making its 
decisions. This option also gives more time to consult with other Ministers and agencies on the 
proposed appropriation, with only a small delay in ACC receiving the additional funds.”  

In a later briefing to the incoming Minister for ACC on 8 November 2008, DOL indicated that 
concerns regarding decision making prior to the election had been a factor in its earlier advice 
to the previous Minister and that “Because the issue is of significant consequence, the 
Department subsequently advised the former Minister to wait until after the General Election 
period to present the proposed increase in appropriations to Cabinet”. In support of this view 
DOL sited guidance contained in Cabinet Office Circular CO (08) 7, which relates to 
government decision making after the general election when instead it should have referred to 
CO (08) 3 which relates to government decision making prior to the general election.   

It is the Inquiry’s conclusion that if DOL had advised the former Minister to delay decision 
making until after the general election because of principles about government decision making 
prior to an election, that this advice would have been inconsistent with Cabinet Office and State 
Services Commission guidance on pre-election government decision making.   
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Proposed Changes  
Changes to systems and processes for identifying, obtaining actuarial 
validation of, seeking appropriation approval for, and reflecting in 
economic and fiscal updates any increase required in government funding 
for the ACC Non-earners’ Account 
While there were good reasons for the Non-earners’ Account update process adopted by the 
previous government, it is the Inquiry’s view that it contributed to – but did not cause - the non-
disclosure of required information in PREFU.  

It is also the Inquiry’s view that unless the current update process is modified there will continue 
to be the risk that information required to be disclosed in future economic and fiscal updates 
(including in next year’s HYEFU) will not be.  

The two critical issues with the current process are:  

• the total elapsed time of 5 to 6 months between the ACC’s valuation of the scheme and 
government decisions to make any necessary baseline adjustments.  This is due to the 
linear sequence of steps involved in the process, and the amount of time associated with 
each step, especially DOL’s scrutiny of ACC’s valuation and funding proposals, which 
takes in the order of 3 months to complete. This means that: 

– adjustments to baselines may not be considered and reflected in economic and fiscal 
updates until several months after the need for them has been identified 

– there can be a very long lag period between the identification of ACC funding pressures 
and decisions by government on how to address them (meaning the potential for 
significant costs to be incurred in a particular fiscal year before any decisions on 
corrective actions are taken)   

• the lack of any formal step in the process for Treasury and DOL to consider what if any 
information related to fiscal risks arising from the application of existing policy decisions 
and statutory requirements and forecasting risks arising from any changes in underpinning 
economic assumptions should be included in a economic and fiscal update required by the 
PFA prior to Cabinet consideration of proposed baselines updates     

In order to address these two issues it is proposed that the current process for updating Vote 
ACC Non-earners’ Account baselines be reviewed (and modified as necessary) to: 

• ensure that as well as achieving agreement to baseline updates, it also results in timely  
advice to Ministers and government on pressure points, with implications for the ACC 
scheme’s funding by the Crown and other premium payers  

• ensure that appropriate connections are made between the Non-earners’ Account update 
process and the Treasury administered processes to produce economic and fiscal updates 
as required by the PFA 
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• shorten the total elapsed time required while still ensuring appropriate quality control and 
consideration of ACC’s funding proposals. Consideration should be given to: 

– ensuring that DOL has appropriate input to ACC’s commissioning of scheme 
valuations – to give front end assurance that the approach being taken to the valuation 
by ACC’s actuaries is appropriate and robust 

– ensuring efficient and robust quality assurance of ACC’s valuation process with a 
focus on achieving ‘front end’ assurance that appropriate methods and processes are 
being applied to the valuation so as to facilitate quick sign off of the completed 
valuation and a common understanding of the basis on which ACC’s funding 
proposals have been developed. 

– involving DOL’s independent actuaries as early as possible in the process, so as to 
reduce the overall elapsed time taken by their review of  ACC’s funding proposals 

– early identification and exploration of key drivers and pressure points, with a view to 
addressing these early where possible  

– ensuring that roles and responsibilities between ACC, DOL and TSY are clearly set 
and communicated. The current process has ACC consulting with DOL and TSY. It is 
the Inquiry’s view that the relationship is more than a consultative relationship, and 
that DOL is responsible to the Minister for ACC for advising on and administering Non-
earners’ Account appropriations  

Changes in the rules used to determine what is and is not a fiscal risk 
requiring disclosure in economic and fiscal updates would be desirable to 
improve transparency consistent with the intention of Part 2 of the Public 
Finance Act 1989.  
Treasury develops rules to identify fiscal risks, and the PFA requires the disclosure of these 
rules. The application of Treasury’s current rules failed to result in the risk to the Crown of Non-
earners’ Account funding shortfall being disclosed in PREFU.  

The reason the risk was not included in PREFU was because Treasury decided that since 
proposals to adjust ACC baselines were not under active consideration by government, they did 
not meet the criterion of a fiscal risk as specified in its rules.  This was despite the fact that the 
risk arose from statutory requirements and previous government policy decisions on the funding 
and management of the Non-earners’ and Treatment Injury Accounts and should have been 
disclosed in the PREFU if the requirements and intent of the PFA had been followed rather than 
Treasury’s rules.  

Treasury has suggested the need to review its rules so as to ensure that similar risks are 
identified and disclosed in future fiscal and economic updates. Treasury also advised on the 
need for caution in making any changes to the rules used to identify fiscal risks. This is because 
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a broadening of the criterion could result in the disclosure of a multitude of probable but unlikely 
fiscal risks, meaning there is a need to be careful in any changes.    

It is proposed that the current rules used by Treasury to identify fiscal risks should be reviewed 
and amended to clarify that: 

•  when there is an existing statutory requirement for government to provide a particular 
good or service in a particular circumstances; and 

• a reasonable expectation that the circumstances will exist requiring the provision of the 
good or service; and 

• a likely risk that current funds appropriated for the provision of the good or service will not 
be sufficient to meet expected demand; then 

• the risk should be disclosed, regardless of whether or not a decision to make or adjust 
appropriations is under consideration, provided that the risk meets the significance criterion 
(currently greater than $10m)     

It is also proposed that the Treasury should review its guidance and training to both its own staff 
and officials of government departments involved in economic and fiscal update processes to 
ensure that they know and understand the broader context and requirements of the PFA as well 
as the specific requirements of Treasury administered rules and guidelines.  
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Recommendations 
It is recommended that the Minister of Finance: 

1 note that the pressures that resulted in funding shortfalls to the Non-earners’ Account 
(and other accounts) were the result of an unfavourable convergence of:  

a) adverse economic and financial conditions resulting in losses and lower than 
forecast returns on ACC investments  

b) policy decisions by government to: broaden the scope of cover for medical 
treatment injuries; to full fund the Treatment Injury Account and to increase the 
contribution of the Non-earners’ Account to the funding of the Treatment Injury 
Account; and to increase payments to some service providers and reduce co-
payments by claimants  

c) increasing demand caused by greater than forecast claims by non-earners and a 
greater than forecast incidence of serious injuries 

d) increasing input costs to the ACC of treatment and rehabilitation services 

e) worse than forecast rehabilitative outcomes    

2 note that deteriorating trends in scheme costs and rehabilitative outcomes had been 
evident from 2005, but any impact on premiums and appropriations had been masked 
by better than forecast investment returns and an increasing discount rate until late 
2007  

3 note that on 4 August 2008 the ACC Board, on the advice of the ACC Corporation, 
determined that the Crown’s funding of the Non-earners’ Account (including its 
contribution to the Treatment Injury Account) would need to be increased if claims by 
non-earners were to be met and managed by the ACC in accordance with statutory 
requirements and government policy decisions 

4 note that on 14 August 2008 the ACC Corporation advised the Minister for ACC of its 
likely intent to seek the following baseline adjustments to Vote ACC Non-earners’ 
Account appropriations.  

a) $305.654m in 08/09  

b) $311.643m in 09/10  

c) $300.482m in 10/11  

d) $298.814m in 11/12  

e) $343.148m in 12/13 
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5 note that the Treasury advised the Minister of Finance on 1 September 2008 of ACC’s 
intention to propose increases of around $300m per annum to Vote ACC Non-earners’ 
Account appropriations to Cabinet in December 2008 

6 note that the process for updating Vote ACC Non-earner’s Account appropriations 
was agreed to by Cabinet on 24 March 2006 and required adjustments in Vote ACC 
Non-earners’ Account baselines to be approved by Cabinet rather than made through 
the October Baseline Update process (on the basis of agreement between the 
Minister of Finance and the Minister for ACC) and involved the following steps: 

a) ACC commissioning a valuation of the outstanding claims liabilities as at 30 June  

b) ACC’s Board considering the 30 June valuation and its implications for Vote ACC 
Non-earners’ Account appropriations, and deciding on its proposals for any 
adjustments to Vote ACC baselines  

c) ACC consulting with DOL and TSY on its proposed adjustments to Vote ACC 
baselines 

d) DOL and TSY considering ACC’s proposed adjustments to baselines (including 
independent actuarial review of ACC’s proposals) 

e) DOL advising the Minister for ACC on ACC’s proposals and drafting the papers 
necessary for the Minister to seek Cabinet agreement to any adjustments 
recommended to Vote ACC baselines 

f) Cabinet taking decisions on any proposed adjustments to Vote ACC baselines 

g) any agreed changes being incorporated into the Supplementary estimates 
through the relevant Treasury baseline update process    

7 note that the process followed in 2008 to update Vote ACC Non-earners’ Account 
appropriations was consistent with the Cabinet agreed process detailed above  

8 note that the total elapsed time needed to complete the above process meant that by 
the time PREFU was published on 6 October 2008 Cabinet had not been presented 
with proposals for adjustments to Vote ACC appropriations for its consideration and 
decision and that because of this: 

a) there were no agreed changes to appropriations to include in the forecast 
financial statements 

b) Treasury decided that because the matter was not under active consideration by 
the Minister of Finance and responsible Ministers the risk to the Crown of funding 
shortfalls in the Non-earners’ Account would not be included in PREFU 
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9 note the Inquiry’s conclusion that the risk to the Crown of a funding shortfall in the 
Non-earners’ Account should have been included in the PREFU because: 

a) the amount in question was material (over $10m)  

b) the factors giving rise to the risk resulted from statutory requirements to provide 
specific entitlements to eligible non-earners and for the Crown to fund the costs of 
providing these entitlements, and existing policy decisions related to the funding 
of the Non-earners’ Account, the funding of the Treatment Injury Account and the 
ACC’s purchase and management of treatment and rehabilitative services to non-
earners 

c) it was reasonable to expect that decisions yet to be taken would result in an 
increase to Vote ACC appropriations     

10 note the Inquiry’s conclusion that guidelines on the principles and processes relating 
to government decision making in the lead up to an election were not a constraint on 
government’s ability to consider adjustments to Vote ACC Non-earners’ Account 
appropriations prior to the election 

11 consider the following proposals to change systems and processes for identifying, 
obtaining actuarial validation of, seeking appropriation approval for, and reflecting in 
economic and fiscal updates any increase required in government funding for the ACC 
Non-earners’ Account:  

a) that the current process for updating Vote ACC Non-earners’ Account baselines 
be reviewed (and modified as necessary) to:  

• ensure that as well as achieving agreement to baseline updates, it also 
results in timely  advice to Ministers and government on pressure points, 
with implications for the ACC scheme’s funding by the Crown and other 
premium payers   

• ensure that appropriate connections are made between the Non-earners’ 
Account update process and the Treasury administered processes to 
produce economic and fiscal updates as required by the PFA 

• ensure that roles and responsibilities between ACC, DOL and TSY are 
clearly set and communicated     

b) that in doing so, consideration be given to shortening the total elapsed time 
required while still ensuring appropriate quality control and consideration of 
ACC’s funding proposals by: 

• ensuring that DOL has appropriate input to ACC’s commissioning of scheme 
valuations – to give front end assurance that the approach being taken to the 
valuation by ACC’s actuaries is appropriate and robust 
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• ensuring efficient and robust quality assurance of ACC’s valuation process 
with a focus on achieving ‘up front’ assurance that appropriate methods and 
processes are being applied to the valuation so as to facilitate a quick sign 
off of the completed valuation and a common understanding of the basis on 
which ACC’s funding proposals have been developed 

• involving DOL’s independent actuaries as early as possible in the process, 
so as to reduce the overall elapsed time taken by their review of  ACC’s 
funding proposals 

12 consider the following proposals to change the rules used to determine what is and is 
not a fiscal risk requiring disclosure in economic and fiscal updates to improve 
transparency consistent with the intention of Part 2 of the Public Finance Act 1989: 

a)  that the current rules used by Treasury to identify fiscal risks be reviewed and 
amended to clarify that:  

•  when there is an existing statutory requirement for government to provide a 
particular good or service in a particular circumstances; and  

• a reasonable expectation that the circumstances will exist requiring the 
provision of the good or service; and  

• a likely risk that current funds appropriated for the provision of the good or 
service will not be sufficient to meet expected demand; then  

• the risk should be disclosed, regardless of whether or not a decision to make 
or adjust appropriations is under consideration, provided that the risk meets 
the significance criterion (currently greater than $10m)     

b) Treasury review its guidance and training to both its own staff and officials of 
government departments and agencies involved in economic and fiscal update 
processes to ensure that all know and understand the broader context and 
requirements of the PFA as well as the specific requirements of Treasury 
administered rules and guidelines 
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Appendix 1 – Terms of Reference 
Bill English 

10 DECEMBER, 2008 

Ministerial Inquiry into disclosure of funding shortfall in ACC Non-Earners Account 

The Ministerial Inquiry is established by the Minister of Finance.  It is to report on the large increase in 
government funding required for the ACC Non-Earners Account for the 2008/09 year and future years, 
identify why it was not identified in the 2008 Budget round, and to report on its treatment in the 2008 Pre-
Election Economic and Fiscal Update. 

Specifically the inquiry is to: 

1. Identify the date or dates on which the increase in government funding required for the ACC Non-
Earners Account became known, to whom the information was communicated and on what dates. 

2. Describe the normal process and timeline for identifying, obtaining actuarial validation of, seeking 
appropriation approval for, and reflecting in economic and fiscal updates any increase required in 
government funding for the ACC Non-Earners Account. 

3. Describe the extent to which the process and timeline followed in 2008, including in relation to the Pre-
Election Economic and Fiscal Update, was consistent with or different from the normal process and 
timeline and why any variation occurred. 

4. Recommend what, if any, changes to systems and processes for identifying, obtaining actuarial 
validation of, seeking appropriation approval for, and reflecting in economic and fiscal updates any 
increase required in government funding for the ACC Non-Earners Account would be desirable. 

5. Recommend what, if any, changes in the rules used to determine what is and is not a fiscal risk 
requiring disclosure in economic and fiscal updates would be desirable to improve transparency consistent 
with the intention of Part 2 of the Public Finance Act 1989. 

6. Identify what factors (including progress to full funding, areas of cross-subsidy or cost-shifting, demand 
for and cost of services, and newly-legislated entitlements) gave rise to the increase in government 
funding required for the ACC Non-Earners Account. 
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7. Examine whether the normal principles and processes relating to government decision making in the 
pre-election period placed any constraints on consideration of the necessary additional appropriations to 
maintain existing ACC entitlements. 

The Ministerial Inquiry is to be conducted by Mr Michael Mills.  The following agencies will be consulted 
and will provide assistance as necessary: the Treasury, Department of Labour, the State Services 
Commission, the Cabinet Office, and the ACC Board and staff. 

The costs of this Inquiry will be shared equally between ACC, the Department of Labour and the Treasury 
and met from within existing baselines. 

The Ministerial Inquiry is to report to the Minister of Finance by no later than Friday 27 February 2009.  An 
initial report back on why the ACC increase was not identified earlier and included in the PREFU, and what 
changes need to be made as a result is expected prior to that date. 
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Appendix 2 – Key Document Chronology 
Date Item / event Description 

29 Jan 01 Cabinet Business 
Committee Paper (CBC 
(01) 13 and CBC Min (01) 

CBC agrees that Non-earners’ Account claims: 

• accepted from 1 July 2001 be funded on a full cost (fully funded) 
basis 

• accepted prior to 1 July 2001 continue to be funded on a Pay As You 
Go basis 

Rational for recommended changes relate to transparency, consistency 
with funding basis of other accounts,  improved monitoring / focus of 
impacts of performance for out year costs, and less risk of ‘unpleasant 
surprises associated with PAYG funding’.    

24 Mar 06 Cabinet Social 
Development Committee 
Paper (SDC (06) 29 and 
SDC Min (06) 6/2) 

SDC considers proposals for changes to the Non-earners’ Account funding 
horizon and update process and agrees to recommendations that result in:  

• adjustments to Crown appropriations for the fully funded part of the 
ACC Non-earners’ Account being applied over a three year period 
(rather than the then current one year horizon) 

• a revised process for managing baseline adjustments, that results in 
them being approved by Cabinet (rather than through the previous 
bilateral process normally associated with OBU adjustments) 

Rationale for the funding change is to smooth overs and unders in funding 
over a three year period so as to avoid the need for large transfers and 
technical adjustments each year. 

Rational for the revised process is to allow more flexibility in the timing of 
adjustments and assist in situations where cost increases are needed 
urgently as a result of existing policy, but are delayed because they can 
only proceed through the Budget Bid process.   

3 Apr 06 Cabinet Decision (CAB 
Min (06) 11/5) 

Cabinet confirms SDC Min (06) 6/2 



Commercial In Confidence 

40 ACC Ministerial Inquiry  

Date Item / event Description 

4 May 07 ACC Briefing to Minister 
for ACC – Results of the 
31 March 2007 Valuation 
of ACC’s Outstanding 
Claims Liability  

Advises result of a revised estimate of the outstanding claims liability (for 
the whole scheme) at 30 June 2007 is $1,024m higher than projected at 
the time of the 30 June 2006 valuation. Attributes increase, in part, to 
significant increases in social rehabilitation, non-fatal weekly compensation 
and other rehabilitation payment types. Identifies a $312m impact on the 
Non-earners’ Account and values its liability at $2,505m.   

10 Dec 07 CAB Min (07) 44/23 – 
Proposed 2007/08 ACC 
Non-earners’ Account 
Appropriations and 
Related Policy  

Cabinet agrees: 

• to increase Vote ACC funding to the Non-earners’ Account on the 
basis of the PricewaterhouseCoopers June 2007 Valuation of ACC’s 
outstanding liability  

• not to fund the IFRS risk margins applied to the Non-earners’ and 
Treatment Injury Accounts (as recommended by DOL and TSY – 
giving the appearance that the ACC and Crown Accounts appear 
under funded)  

• that ACC fund the Non-earners’ Account according to higher than 
risk free discount rate for ACC’s investment income from 6.61% to 
7.7% for 2007/08  

• that ACC fund the Treatment Injury Account according to the earner 
status of claimants (resulting in an increase in costs to the Non-
earners’ Account)    

• to direct officials to report to SDC with a clear funding policy for the 
Treatment Injury Account, including a funding adjustment 
mechanism for the Account for a decision in 2008 before the next 
levies and appropriations round 

17 Dec 07 CBC Min (07) 27/27 – 
ACC Home Support 
Services: Approval for 
Additional Funding  

Cabinet Business Committee agrees to: 

• increases in appropriations for 2007/08 and out years for additional 
funding for ACC home support services 

• subject to judicial review, that ACC will set the expectation of a ‘flow 
through’ for provider contracts in the 2008/09 financial year at 
approximately the same level as other government agencies and 
place an obligation on providers to ensure that workers receive a 
portion of any additional funding. 

31 Dec 07 ACC Report - Second 
Quarterly Report 
2007/2008 

Provides commentary on ACC’s performance for the second quarter of 
2007/2008. Amongst other matters it notes increases in new entitlement 
claims including a 10% increase in non-earners’ and a 17% increase in 
serious injury claims in the quarter. Also notes increasing claims costs, 
increasing social rehabilitation costs, increasing treatment costs, 
deteriorating rehabilitation rates, deteriorating return to work rates and an 
investment loss for December 2007. 
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Date Item / event Description 

14 Feb 08 DOL Briefing to Minister Commentary on ACC’s performance for the quarter ending 31 December 
2007. Notes increasing claims incidence, deterioration in rehabilitation 
outcomes, increasing number of active claims and increasing treatment 
costs 

26 Feb 08 Cabinet Office Circular – 
CO (08) 3, Government 
Decisions and actions in 
the pre-election period 

Advises that the government has the right to govern until the election and 
that the caretaker convention does not apply in the pre-election period 
unless the election has been caused by the government losing the 
confidence of the House). That successive governments, however, have 
exercised restraint in the pre-election period in two main areas: 

• when making significant appointments 

• when taking action that might result in government advertising 
campaigns being held during the election campaign.  

Advises chief executives to talk to their Ministers early in the year about 
the matters they wish to see advanced before the election. 

Feb 08 State Services 
Commission, State 
Servants, Political Parties 
and Elections: Guidance 
for the 2008 Election 
period 

Provides guidance to state servants during the pre election period. 
Reinforces the guidance provided in CO (08) 3, including that the 
government has the right to govern until the election, and that the 
caretaker convention does not apply during the pre election period.   

27 Feb 08 ACC memo New Claim Trends in the Earner and Non-earner Accounts. Advises on the 
growing volume of new non-work claims, their impact on the outstanding 
claims liability and levies paid by earners and the government, reasons for 
increases and actions to deal with the situation 

4 Mar 08 PricewaterhouseCoopers 
report to ACC – Valuation 
of Outstanding Claims 
Liabilities as at 30 June 
2008 (based on data as at 
31 December 2007) 

Indicates an increase in the unfunded liability (for the whole of the scheme) 
of $1,276m from $16,296m to $17,572m as at 30 June 2008 due to: 

• changes economic assumptions (including increased future 
assumed inflation rates, a reduction in future assumed discount rates 
($806m) 

• claims expenses and modelling ($264m) 

• increase in the recommended risk margin ($205m) 

The impact for the Non-earners’ Account is estimated at $272m ($2,795m 
liability) and for the Treatment Injury Account at $127m ($1,104m liability)  
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Date Item / event Description 

14 Apr 08 Meeting with Minister of 
Finance 

The Chairperson of the ACC Board met with the Minister of Finance to 
discuss ‘the issue of Non-earners’ Account funding’.   

18 April ACC Board Paper - ACC 
Financial Budgets and 
Forecasts 2008 – 12. 

Includes forecast result for 2007 / 0 8 and budget estimates to 2011 – 12. 
Details increases in the forecast claims liability and reasons for increases 
including increasing costs and declining investment returns 

22 Apr 08 Email from ACC to DOL Attaches copy of ACC Board paper outlining ACC’s forecast budget for 
2008/09 through to 2011/12. Warns that DOL “will need to look carefully 
given we are anticipating a significant deficit next year”.  

2 May 08 Budget Decision – Budget 
Provision for Minimum 
Wage for ACC Home 
Support Services Informal 
Carers 

The Prime Minister, the Minister of Finance and the Minister for ACC agree 
to approve changes to Vote ACC appropriations necessary to increase 
ACC payments to claimants to employ informal carers by $12.32m in 
2008/09, $11.59m in 2009/10, $11.3m in 2010/11, $11.24m in 2011/12 and 
$11.41m in 2012/13  

12 May 08 Email from ACC to DOL – 
Third Quarterly Report 

Attaches a copy of the ACC’s report on its performance for the quarter 
ending 31 March 2008.  Includes, amongst the various matters covered, 
that: 

• a loss on investments in the third quarter 

• treatment costs are not expected to meet target 

• continuation in the decline in the 3-month rehabilitation rate 
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Date Item / event Description 

16 May 08 DOL Written Briefing to 
Minister for ACC 
(08/76765) 

Commentary on ACC’s performance for the quarter ending 31 March 2008. 
Draws to the Minister’s attention that: 

• New entitlement claims are above forecast 

• The three month rehabilitation rate continues to drop 

• Investment returns are below budget and target by $802m 

• An adjustment to the outstanding claims liability has added just over 
$2billion to ACC’s liability…likely to affect levy rates and 
appropriations in the coming year 

Highlights above forecast new entitlement claims, continuing deterioration 
in 3 month rehabilitation outcomes and deteriorating investment returns. 
Notes ongoing concern with treatment and rehabilitation cost increases 
and continuing downward trend in rehabilitation rates.  

Also notes ongoing concerns re overall increases in entitlement claims, 
treatment and social rehabilitation costs, and a continuing downward trend 
in rehabilitation rates.  

Recommends that the Minister “urge ACC to consider the causes of 
medical and social rehabilitation cost growth, with a view to gaining greater 
depth of understanding of the relationship between claims growth, 
rehabilitation rates, organisational changes, and health market labour 
costs”.  

19 May 08 Non-earners’ Account 
Levy Setting Steering 
Committee Minute. Note of 
action points arising from 
meeting on same day 
between ACC, TSY and 
DOL officials to discuss 
Non-earners’ Account 
‘consultation’ process  

Officials confirm that appropriation has to be agreed by Cabinet. Includes 
consideration of election year constraints and timetable and ‘window’ for 
necessary Cabinet approvals given previous Cabinet decision that Vote 
ACC appropriations are to be agreed by Cabinet outside of normal OBU 
update process (SDC (06) 29 refers)   

19 May 08 Email from ACC to DoL 
following same day inter 
agency meeting  

Regarding under funding of the Treatment Injury Account – confirming 
under funding of $277m as at 30 June 2007 excluding risk margin  

3 Jun 08 ACC Information note to 
Levy Setting Steering 
Committee 

Proposes roles across agencies and timetable for tasks necessary to 
update the Non-earners’ Account – to achieve Cabinet decisions on 13 
October. 
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Date Item / event Description 

16 Jun 08 Levy Setting Steering 
Committee Minute. 
Minutes from meeting 
between ACC, TSY, DOL 
officials re Non-earners’ 
Account update process 

Notes consideration of Non-earners’ Account project scope and timeline. 
Also notes DOL and TSY request for more information from ACC on cost 
drivers.  

24 Jun 08 Email from DOL to TSY  Communicates that DOL will not have time to develop funding policy for 
TIA  and suggests that ACC should instead “set a funding policy within 
bounds of the legislation and current Cabinet decisions (both explicit and 
implicit)” 

26 Jun 08 Memo from DOL to ACC  
– Funding Policy for the 
Treatment Injury Account 

Advises ACC of DOL view that Cabinet has previously (albeit implicitly) 
made funding policy decisions on the Treatment Injury Account  - that 
claims post 2001 be full funded, and claims prior to 2001 be PAYG funded. 
Seeks ACC’s agreement to suggest to the Minister for ACC that she 
request m extension on reporting back on the funding of the Treatment 
Injury Account, and that the funding policy is instead clarified and outlined 
in the Non-earners’ Account Cabinet paper in Dec 08  

10 Jul Final June Valuation 
results (numbers only)  

ACC receives final results (numbers only) of the 30 June valuation from its 
actuaries  

14 Jul 08 Email from TSY to DOL  – 
OBU 

Advises that timing for OBU will probably be early to mid September  

14 Jul 08 Email from DOL to ACC 
and TSY 

Indicates that TSY have signalled a September date for OBU, and raises 
concerns re trimming of Non-earners’ Account update process 
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Date Item / event Description 

17 Jul 08 Transport and Industrial 
relations Select 
Committee examination of 
2008 / 09 Vote ACC 
Estimates 

Amongst the information provided to the Committee in response to its 
standard and supplementary questions was: 

• information on social and economic factors contributing to a 
significant expected increase in ACC’s total liability 

• information on the impact of changes for the Non-earners’ Account 
of policy decisions to increase the Account’s contribution to the 
funding of the Treatment Injury Account 

• advice that ACC’s total liability rose from $13.74b at 30 June 2007 to 
$15.50b at 31 December 2007, and the reasons for this increase 
including changing economic assumptions, increases in social 
rehabilitation costs and weekly compensation costs 

• advice on increasing new claims growth 

• advice on increasing treatment costs 

• advice on declining rehabilitation outcomes since 2005 

• advice that due to higher compensation costs and increased 
compensation payments the forecasted contribution to the Non-
earners’ Account will not be adequate 

17 Jul 08 Treasury Circular 2008 / 
11 - Election year time 
table for 5 year fiscal 
forecasts, baseline update 
and other reporting 
requirements 

Communicates decision to incorporate information normally contained in 
the October HYEFU in the Pre-EFU in September 

21 Jul 08 Email from ACC to DOL 
with draft Q4 report 
attached  

Q4 report flags: 

• Under budget return on investment portfolio (by $766m) 

• Treatment costs exceeding budget 

• 3 month rehab rate did not meet target 

• an increase in scheme liability for the year ending June 08 of 
$2,614m of which $163m is considered within ACC’s control 

22 Jul 08 Meeting between ACC, 
TSY, DOL officials re NEA 
update process 

Considers timing and concerns re timetable being too tight but decides to 
stick to previous timetable and for DOL to check with Minister re preferred 
approach  
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Date Item / event Description 

 Jul 08 Levy Setting Steering 
Committee Minute. Email 
from ACC to various DOL 
and TSY officials) – Notes 
of 22 July NEA 
Consultation – Project 
Team Meeting 

Notes: 

• ACC advice that the Treatment Injury Account is underfunded, and 
that the current estimate of the full funded portion of the NEA is 
$204m under funded and that spreading this over three years will 
mean an increase of $77m for 08/09 

• that it is difficult to ascertain when the funding submission would go 
to Cabinet and that DOL will clarify a preferred approach with the 
Minister – but in interim to stick with current timetable aiming for 
Cabinet submission in mid October 

• that ACC’s ‘Technical Report’ containing its proposed changes to 
Vote ACC appropriations will be finalised on 20 August rather than 
18 August 

• that DOL’s draft actuarial report is due on 8 September and its final 
actuarial report due on 19 September  

25 Jul 08 ACC Board Paper – Non-
earners’ Account and 
Treatment Injury Account 
– funding appropriation 

Seeks agreement to a proposal to Cabinet for funding NE account that 
would involve an additional $305.654m in 08/09, 311.643m in 09/10, 
300.482m in 10/11, 298.814m in 11/12 and $343.148m in 12/13 

25 Jul 08 ACC Board Paper – 
Treatment Injury Account 
Funding Policy 

Explains changes to the TI Account funding policy that result in it being 
funded in same manner as NE Account, and adjustment to funding 
resulting in an increase to the NE Account. Main change is inclusion of 
adjustment for over or under finding. In past wasn’t necessary because 
amount considered immaterial. However because of legislative change 
from the Medical Misadventure Account to the TI Account, and increasing 
claims costs, have resulted in major changes (increases) to the funding 
position of the account. Notes estimated funding impact for the NE 
Account component being $76m, and $66m in 09/10, $48m in 10/11, $34m 
in 11/12, and $21m in 12/13.  
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Date Item / event Description 

25 Jul 08 DOL written briefing to the 
Minister for ACC – Weekly 
Update for Vote ACC (08 / 
78645) 

Amongst other matters advises the Minister that: 

• DOL, TSY and ASCC officials have been considering timing of 
Cabinet process to update NEA, that TSY has advised it will require 
figures for OBU in mid – early – September, and that this 
requirement will not allow sufficient time for the update to be 
approved by Cabinet, and that a paper with timing options will be 
submitted to the Minister on 14 August 

• TSY has advised DOL that figures for the PREFU are to be 
completed by 8 September, with submission letters due to the 
Minister of Finance 11 September; and the DOL expects to provide 
the Minister for ACC with sufficient time for her to forward the 
submission letter to the Minister of Finance by the due date.  

28 Jul 08 Email from DOL to ACC 
and TSY  – Re timing of 
Cabinet process for 
adjustments to the Non-
earners’ Account  

Advises that DOL “advised the Minister for ACC that they would provide a 
paper to her on 14 August re options and timing for Cabinet processes to 
agree adjustments to the Non-earners’ Account, options being: 

• In line with levies on 21 November 

• In line with MBU 

• ASAP which would have been in late October 

30 Jul 08 Email from DOL to ACC  
with comments on draft 
Q4 report attached 

Expresses concern that “out of 7 strategic priorities, 6 strategic priorities 
have KPIs that are not being met and unfortunately, no KPIs under 
Rehabilitation have been met or close to achieving”.  Also states concern 
that “the 3-mth rehab rate is below target by 2.7% and declined in each 
quarter throughout the year. In fact, the rate has been declining for the last 
5 years”.  

30 Jul 08 Email from ACC to DOL 
with copies of Board 
Papers attached  

Papers provide DOL with the detail of the Corporations proposals to the 
Board to seek adjustments to Vote ACC Non-earners’ Account 
appropriations including those that would result in funding increases for the 
Crown of $305.654m in 08/09, 311.643m in 09/10, 300.482m in 10/11, 
298.814m in 11/12 and $343.148m in 12/13 

31 Jul 08 Final June 30 valuation 
results (full report 
available)  
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Date Item / event Description 

4 Aug 08 ACC special Board 
meeting (for levies) to 
consider TIA funding 
policy and Vote ACC Non-
earners’ Account 
appropriation proposals 

ACC Board agrees to consult with officials from DOL and TSY on the 
Corporations proposed adjustments to Vote ACC Non-earners’ Account 
appropriations  

5 Aug 08 Email from DOL to TSY – 
Timing for ACC 
Appropriation Update 

Asks whether ‘there are likely to be timing issues for the ACC appropriation 
update – given the potentially large size of approximately $300m per 
annum’.  

7 Aug 08 Email from TSY to DOL  – 
Re: Timing for ACC 
Appropriation Update 

Responds to DOL email of 5 August advising that timing isn’t a problem.  

7 Aug Pricewaterhouse 
Coopers report to ACC – 
Valuation of Outstanding 
Claims Liabilities as at 30 
June 2008 (based on data 
as at 30 June 2008) 

Indicates an increase in the unfunded liability (for the whole of the scheme) 
of $1,709m (from 30 June 2007) to $18,006m as at 30 June 2008. 

The impact for the Non-earners’ Account is estimated at $383m ($2,906m 
liability) and for the Treatment Injury Account at $204m ($1,181m liability) 

14 Aug 08 DOL written Briefing to 
Minister for ACC – Timing 
of the Non-earners’ 
Account Appropriation 
Update Cabinet Paper  

Advises that a change to appropriations is required (but does not indicate 
an increase or quantify the amount) because of changes to: 

• Claims experience in the NE and TI accounts 

• Changes in funding policy 

• Changes in the economic landscape 

Proposes three options: 

• Late October 08 

• Through the 2009 March Baseline Update 

• In December 2008 (officials’ preferred option) 

Signals that ACC will advise DOL of their requirement for any changes in 
appropriations along with supporting information on 20 August 2008; that 
DOL will subsequently have this information reviewed by independent 
actuaries; and that DOL will then provide the Minister with a draft Cabinet 
paper and a briefing paper on the level of appropriations sought by ACC. 
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Date Item / event Description 

14 Aug 08 ACC written briefing to 
Minister for ACC – Non-
earners’ Account and 
Treatment Injury Account 
– proposed funding 
appropriation  

Provides an indicative outline of the changes expected to the currently 
approved baselines for Vote ACC for the years 2008/09 to 2011/12, and 
the baseline for the 2012/13 year that is being sought for the first time. 
Indicates that ACC will likely seek baseline adjustments to Vote ACC of: 

• $305.654m in 2008/09 

• 311.643m in 2009/10 

• $300.482m in 2010/11 

• $298.814m in 2011/12 

• 343.148m in 2012/13 

Advises that full details of the financial implications will be included in a 
Technical Report that will be available to the Department of Labour and 
Treasury on 20 August 2008 for inclusion into the next appropriation 
update  

14 Aug 08 Email from ACC to DOL Confirms that briefing note has gone to Minister and attaches a final 
version including specific details of changes to appropriations 

14 Aug 08 Email from DOL to TSY Attached to email is copy of briefing note from ACC to Minister for ACC 
giving heads up on expected increases required to appropriations needed 
to fund the NEA for 2008 / 09 to 2012 / 13 of around $300m pa.  

15 Aug 08 DOL written briefing to 
Minister for ACC  - Weekly 
report for period from 8 – 
14 August 2008 
(08/79002) 

Notes that DOL is aware of ACC briefing to Minister on NE Account 
Appropriations and notes that separate written advice has been provided 
on this issue [08/79088 refers]  

18 Aug 08 Minister for ACC indicates 
to DOL her decisions re 
timing of Cabinet process 
for updating the NEA  

Minister agrees: 

• To seek Cabinet agreement to update the ACC NEA appropriation 
baseline 

• That the baseline update take effect in December 2008 to coincide 
with levy consideration with baseline update taking effect through 
Imprest Supply through the Supplementary Estimates (as 
recommended by ASS, DOL and TSY officials)   
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Date Item / event Description 

18 Aug 08 DOL written briefing to 
Minister for ACC – 
Commentary on ACC’s 
Performance for the Year 
Ended 30 June 2008 
(08/79076) 

Department advises that ‘concerns remain in areas highlighted at end of 
2006 /07 and in each of the quarters throughout this year. These areas 
are: 

• The ongoing decline in the three and 12 month rehabilitation rates, 
return to work and sustainable return to work rates 

• The growth of 5.1% in weekly compensation claims and growing 
proportion of long term compensation claims 

• The increasing treatment costs and serious injury rehabilitation costs 

…and that further deterioration in any of these issues is likely to have an 
impact on future levies’. DOL also advised that investment income cam in 
well under budget (a loss) and that if this lower than expected return is not 
recovered in later years it will have the impact of increasing the amount of 
levy ACC needs to collect to achieve full funding.  

Despite the above, DOL’s recommendations to the Minister for ACC focus 
on ACC’s injury prevention leadership role and the fiscal impact to Vote 
ACC is not directly discussed.  

18 Aug 08 Last date for coredata 
changes to be submitted 
to CFISnet for OBU 

 

18 Aug to 
1 Sept 08 

Vote teams in consultation 
with departments consider 
Specific Fiscal Risks 
disclosures 

 

22 August ACC Report – Vote ACC 
2008 Technical Report 

Report sets out ACC’s submission to Minister’s on Vote ACC for 2008. The 
report proposed the following increases to Vote ACC: 

• $296.859m for 2008/09 

• $319.507m for 2009/10 

• $315.811m for 2010/11 

• $322.270m for 2011/12 

• 376.037m for 2012/13 

22 Aug 08 Email from TSY to Minister 
of Finance’s Office 

Advises of ‘indications from the ACC that it will be seeking around $300m 
pa in additional appropriations for the NEA for 2008 / 09 and out years’.  
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Date Item / event Description 

22 Aug 08 Last date for auditor’s sign 
off of 30 June 2008 
closing balance 

 

25 Aug 08 Email from ACC to various 
DOL and TSY officials – 
ACC’s Technical report on 
the Non-earners’ Account 

The attached ‘Technical Report’ constituted ACC’s formal ‘consultation’ 
with DOL and TST relating to the baselines for the Vote ACC 

29 Aug 08 Pricewaterhouse 
Coopers report to ACC – 
Valuation of Outstanding 
Claims Liabilities as at 30 
June 2008 (based on data 
as at 30 June 2008)  

Final signed off version of PWC report to ACC on valuation of the 
outstanding claims liabilities as at 30 June 2008 (based on data as at 30 
June 2008)  

1 Sep 08 Written briefing from 
Treasury to Minister of 
Finance and Associates  
(T2008/1788 refers) 

Briefing for Social Development Committee – Wednesday 3 September. 
Includes advice on ACC’s intent to ‘propose increases of around $300m or 
approximately 30% for this account when the 08 / 09 baseline funding 
update is presented to Cabinet in December.   

5 Sep 08 ACC enters updated 
information into CFISnet 
on the total ACC scheme 
liability as at 30 June 2009 

This information was included in PREFU  

8 Sep 08 Final date for departments 
to update CFIS for OBU 
changes 

 

8 Sep 08 Date by which 
departments required to 
provide Treasury with a 
single set of forecasts and 
baseline updates 

 

10 Sep 08 Report from Finity 
(actuarial consultants) to 
DOL – Quality Assurance 
Review of PWC’ 
December 2007 Valuation 
of ACC’s Outstanding 
Claims Liabilities 

Concludes that “…with the exception of open questions relating to 
superimposed inflation, inflating and discounting, nothing has come to our 
attention that would lead us to believe that the PwC valuation results at 30 
June 200710 [SIC] are unreasonable”.  

                                                      
10 Correct date is June 2008 
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Date Item / event Description 

Mid to late 
Sep 08 

Final statement of specific 
fiscal risks drafted by 
Treasury in consultation 
with departments 

 

17 Sep 08 PREFU Fiscal forecasts 
finalised 

 

19 Sep 08 Written briefing from DOL 
to Minister for ACC – 
Weekly report for period 
from 12 – 18 September 
2008 (08/79790) 

Advises that DOL has “reviewed the existing funding policy, which is 
outlined in legislation and previous Cabinet decisions, and found that the 
Treatment Injury Account should be funded on the same basis as the 
Accounts that contribute to its funding” and that as a result of this “ ACC 
has used this funding policy in calculating its 2009/10 proposed levy rates, 
and the appropriation requirements for 2008 / 09” and that because there 
is no new policy to agree on “it may not be necessary to report to Cabinet 
(on the funding policy for the TI Account as previously directed by Cabinet 
in December 07) before the next levies and appropriations round”. 

24 Sep 08 Finity Consulting Pty 
Limited provides ACC with 
a draft copy of the 
executive summary of the 
report that it is preparing 
for DOL on ACC’s 
proposed changes to Vote 
ACC 

The executive summary concludes that “movements between the currently 
approved appropriation and the submission for the Non-earners’ 
Consultation (as contained in the ACC Technical Report) are reasonable.  

26 Sep 08 DOL provides ACC with a 
draft copy of the executive 
summary of the Finity 
report  

 

26 Sep 08 Written briefing from DOL 
to Minister for ACC – 
Weekly report for period 
from 19 – 25 September 
2008 (08/79905) 

Advises that: 

• DOL will address matters discussed on the Treatment Injury Account 
within the auspices of the December 2008 report back on levies 
consultation process 

• DOL will provide the Minister for ACC with written advice on the Non-
earners’ Account appropriations on 17 October 2008 rather than the 
previously signalled date of 30 September 2008 
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Date Item / event Description 

6 Oct 08 Pre-election Economic 
and Fiscal Update 2008 

Includes the results of the 30 June 2008 valuation of the ACC scheme, but 
not the implications or risks of this valuation for the Crown’s funding of the 
Non-earner’s Account 

6 Oct 08 Cabinet Office Circular – 
CO (08) 7, Constitutional 
Procedures after the 
General Election 

Advises that caretaker conventions are likely to apply after polling day, and 
that from this date significant decisions, new policy or changes to existing 
policy, and decisions with long term implications should be deferred if 
possible. .  

10 Oct 08 Written briefing from DOL 
to Minister for ACC – 
Weekly report for period 
from 3 – 9 October 2008 
(08/80221) 

Advises that DOL is unable to provide written advice on the Non-earners’ 
Account appropriations on 17 October 2008 as it has yet to receive final 
comment from its contracted actuaries and that “until we receive this we 
are unable to advise on the level of appropriations being sought”. Instead 
proposes that: 

• DOL provide the report on Vote ACC appropriations to the Minister 
for ACC in the form of a draft Cabinet paper after the election 

• And as an interim measure that DOL will provide the Minister for 
ACC with “a letter next week, as an interim measure, to give to the 
Minister of Finance outlining the proposed increase in 2008/09 
appropriation requirements and future years”.  

10 Oct 08 Report from Finity 
(actuarial consultants) to 
DOL – Quality Assurance 
Review of 
PricewaterhouseCoopers’ 
June 2008 Valuation of 
ACC’s Outstanding Claims 
Liabilities 

Reports on Finity’s review of PwC’s valuation of ACC’s outstanding claims 
liabilities and makes a number of recommendations to improve the next 
valuation by PwC 

16 Oct 08 Letter from Finity to DOL  
– Quality Assurance 
review of the Proposed 
Appropriations from 
Government to the Non-
earners’ Account 

Advises DOL on the quality of assumptions underpinning ACC’s proposals 
to adjust Vote ACC appropriations as contained in its Technical Report. 
Concludes that ACC’s proposed movements between current and 
proposed appropriations are reasonable and consistent with the claims 
costs identified in the June 2008 claims liability valuation.  
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Date Item / event Description 

17 Oct 08 Written briefing from DOL 
to Minister for ACC – 
Recommending she 
inform the Minister of 
Finance of proposed ACC 
Appropriation Increases 
(08/80389) 

Proposes that the Minister for ACC write to the Minister of Finance 
informing him proposed increases to Vote ACC appropriations for 2008/09 
and out years. 

21 Oct 08 Minister for ACC signs 
letter to Minister of 
Finance 

 

22 Oct 08 Letter from Minister for 
ACC to Minister of 
Finance  

Advises the Minister of Finance of the Minister for ACC’s intention to seek 
an additional appropriation for 2008/09 and future years through Cabinet 
following the election. Informs the Minister of Finance that: 

• ACC has advised the Minister for ACC that an increase of $297m is 
necessary for 2008/09 and similar amounts in future years 

• ACC’s costs are influenced by the requirements to pay statutory and 
regulated entitlements. [That] This restricts its ability to limit or 
reprioritise funding from within parliamentary appropriation  

• That there are four areas of increase in spending: 

– Cost increases of $116 m for the current year arising from 
medical treatment, social rehabilitation, ambulance costs, and 
funding for the Treatment Injury Account 

– Increases to cover the cost of previous years that have 
insufficient funding due to cost increases in the current year 
valued at $91m – due to the above cost increases and poor 
investment returns for 2007 /08 

– An increase of $75m due to under funding of the Treatment 
Injury Account in past years 

– Increases due to cost increases in the (pre 2001) pay-as-you-
go claims of $14m due to the above cost increases in 
treatment and rehabilitation services and rising costs in the 
pay-as-you-go portion of the Treatment Injury Account 

Informs the Minister of Finance that while a Cabinet paper would normally 
be sent to cabinet at the same time that the October Baseline Updates are 
considered, this was not possible due to the bringing forward of this 
process to accommodate the Pre-election economic and fiscal update.  
Instead indicates the Ministers’ intention to take a paper to Cabinet in 
February 2009   
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Date Item / event Description 

Nov 08  DoL Aide Memoire to 
Minister for ACC - 
Proposed ACC 
Appropriation Increases 

Responds to a request from the incoming Minister for information on 
ACC’s proposed increase in appropriations for the Non-earners’ account of 
$297 million for 2008 / 09 and similar increases in out years  

20 Nov 08 Treasury report to MoF  
“Update on ACC” 

Responds to a request from the Minister of Finance for an urgent briefing 
on the ACC financial situation and its implications for the Crown’s financial 
situation.  Includes (amongst other matters) advice that “the size of the 
current and projected future increases came as a surprise to treasury and 
Ministers”, that “Ministers have had relatively limited visibility of ACC’s 
performance and were not kept well informed about emerging cost 
pressures and their likely impact on levies and on the Non-earners’ 
Account, and that the department of Labour has experienced difficulties in 
receiving timely information and commentary from ACC.   
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