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[IN CONFIDENCE RELEASE EXTERNAL] 

18 February 2026 

Dear

Thank you for your request made under the Official Information Act 1982 (OIA), received on 22 
January 2026. You requested the following:  

Please outline the process that applies when a client receives a backdated Loss of Potential 
Earnings payment from the Accident Compensation Corporation and that payment is 
subsequently subject to tax by Inland Revenue Department. 

Please specify the method or formula used by Inland Revenue Department to assess and 
calculate any tax liability arising from a backdated Loss of Potential Earnings payment. 

Please identify and explain any entitlements, adjustments, or relief available to a client 
through Inland Revenue Department they receive a backdated Loss of Potential Earnings 
payment. 

Explanation   

Below I have referenced documents that are available publicly. However, in response to your 
request I briefly outline the process.  

From 1 April 2024 backdated earnings-related payments from the Accident Compensation 
Corporation (ACC) made as a multi-year lump sum also referred to as a backdated lump sum 
payment (BLSP) are taxed using an alternative method.  

Before the BLSP is made, ACC will request an average tax rate for a client from Inland Revenue. 
This is calculated using the person's basic tax rates for each of the four previous income years 
using the following formula: Total basic rates / number of income years. 

The total basic rates figure is the sum of the person's basic tax rate each year which is 
determined by taking the tax payable on the income they earned and dividing by the total taxable 
income for that year for each of the past four tax years for which the rates are known, divided 
by the number of years there has been an assessment.  

The lowest possible rate will be 10.5%, for example, if no assessments have been made over 
the past four years. 

The rate determined will apply separately from the rate applied to the person's other income in 
the tax year they receive the payment in their assessment. 








