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5 August 2020 
 
 

 
Dear 
 
Thank you for your Official Information Act request, received on 22 October 2019.  You 
requested the following: 
 

A copy of the briefing from Treasury to the Minister of Finance referred to in WPQ 
34482 (2019) on residential property insurance. 

 
On 4 November 2019 you confirmed that your request was for the briefing referred to in 
WPQ 34487 (2019).  
Information being released 

Please find enclosed the following documents: 
 

Item Date Document Description Decision 

1.  3 Oct 2019 Treasury Report: Property 
insurance: options for further 
work 

Released in part 

 
I have decided to release the document listed above, subject to information being 
withheld under the following sections of the Official Information Act, as applicable: 

• names and contact details of officials, under section 9(2)(g)(ii) – to maintain the 
effective conduct of public affairs through protecting ministers, members of 
government organisations, officers and employees from improper pressure or 
harassment 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, and 

• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

s9(2)(a)

s9(2)(a)



2 

In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  

This reply addresses the information you requested. You have the right to ask the 
Ombudsman to investigate and review my decision.  
As you know, the Treasury originally refused your request on the basis that the 
information would soon be publicly available. However, that did not eventuate. I 
apologise for the delay in providing this information to you.  

 
Yours sincerely 
 
 
 
 
 
Robbie Taylor 
Acting Manager, Financial Markets 
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Treasury Report:  Property insurance: options for further work 

Date:   3 October 2019   Report No: T2019/2933 

File Number: SH-11-4-3-4-7  

Action sought 

  Action sought  Deadline  

Minister of Finance 
(Hon Grant 
Robertson) 
 

Minister 
Responsible for the 
Earthquake 
Commission 
(Hon Grant 
Robertson) 

agree that further work to improve insurance affordability and 
availability by making changes to EQC, or related options, be 
considered as part of that the EQC Act Review.  

indicate whether you want advice on a moderate flat-rate, across-
the-board increase to the EQC cap (that is, lifting the EQC cap from 
the current $150,000 to between $200,000 - $300,000), with a view 
to implementing the increase as soon as possible. 

10 October 
2019 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Sam Thornton Senior Analyst, Financial 
Markets 

 

Daniel Jury Senior Analyst, Financial 
Markets 

 

Robbie Taylor Team Leader, Financial 
Markets 

 

Minister’s Office actions (if required) 

Return the signed report to the Treasury. 

Refer this report to the Community Resilience Ministers and other Ministers with related portfolios. 
 

Note any feedback 
on the quality of the 
report 

 

Enclosure: No

s9(2)(f)(iv)

s9(2)(k) s9(2)(g)(ii)
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Treasury Report: Property insurance: options for further work 

Executive Summary 

This report is the third in a series of briefings to you about addressing pricing and availability issues 
for residential property insurance that covers earthquake risk. You have indicated that you intend 
to seek in-principle agreement from Cabinet in November 2019 that further work be undertaken on 
prioritised options for addressing these issues, focussing on two main objectives: 

• facilitate better public understanding of insurance and property risks to help people manage 
their risks; and 

• ensure that property insurance is affordable and available1 (particularly in higher risk areas) 
and can appropriately contribute to New Zealand’s long-term resilience.  

Property insurance plays a significant role in managing the risks of natural disasters, including 
earthquakes. Increases in insurance prices and the reduction in availability could reduce its 
contribution. A small proportion of properties – multi-unit buildings (MUBs) and some high-
risk/high-value houses – appear to be facing significant increases in prices, which may place 
pressure on their owners. These findings are based on limited and incomplete information, but we 
are continuing to seek further information about what is happening. 

Ensure that property insurance is affordable and available (particularly in higher risk areas), 
and can appropriately contribute to long-term resilience 

Risk reduction supports insurance availability and affordability, and resilience over the long-term 

The Government has a range of levers for reducing the exposure and vulnerability of the built 
environment to natural hazards (including regulatory systems that influence where buildings are 
built), which contribute to insurance affordability and availability, and resilience, over the long-term. 
If you want to ensure that the Government is progressing policies for optimal risk reduction, we 
recommend that you continue to engage in the Community Resilience Group of Ministers.  

A flat across-the-board increase to the Earthquake Commission (EQC) cap is a promising option to 
improve the affordability and availability of insurance for existing buildings 

 
1 We have not formed a view as to whether a particular premium level or a particular number of insurers 
offering cover for a property is ‘affordable’ or sufficiently ‘available’. Rather, we have considered whether and 
to what extent a policy intervention may impact the price of insurance or the number of insurers offering 
cover. 

s9(2)(f)(iv)
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We recommend that further work on lifting the EQC cap be considered as part of the EQC Act 
Review over 2020/21 when the design features and role of EQC are considered. If considered as 
part of the Review process, the earliest any increase in the EQC cap could take effect would be 1 
July 2022 (or potentially 2023, depending on the progress of the Review). 

If you wish to move more quickly than the EQC Act Review, we can provide further advice on 
implementing a moderate increase to the EQC cap sooner 

We can provide you with further advice by mid-October 2019 seeking your decision on lifting the 
EQC cap from the current $150,000 to $200,000 - $300,000, with a view to you seeking Cabinet 
approval in November 2019 for the change. The early indication from the Insurance Council of New 
Zealand (ICNZ) is that insurers would need at least one year advance notice to implement an EQC 
cap increase (e.g. to make changes to their systems), implying an increase no sooner than about 1 
January 2021. However, we could test with insurers’ their ability to deal with a shorter lead time. 
Even putting aside insurer lead times, the soonest an increase in the EQC cap could occur is 1 
July 2020, as the current transition to the $150,000 cap runs until 30 June 2020. 

Next steps 

We would like to meet with you to discuss this report. We will prepare a Cabinet paper for you to 
take to Cabinet in November 2019 that reflects your decisions. You have a range of options for 
announcements following the November 2019 Cabinet paper, including announcing a future review 
of the EQC Act. 

s9(2)(f)(iv)
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Recommended Action 

We recommend that you: 

a. note that your decisions from this report will form the basis of the paper you intend to take to 
Cabinet in November 2019 seeking in-principle agreement to further explore options for 
addressing property insurance market issues  

Improving information for consumers about insurance pricing 

b. direct the Treasury to work with other agencies and insurers to identify opportunities for 
more coordinated or enhanced provision of information to the public about insurance and 
property risks, including information from insurers about how risks impact insurance pricing 
and availability, and report back to you on by March 2020.  

Agree/disagree 

c. 

Agree/disagree 

Options to explore further for improving the affordability and availability of insurance for 
high risk properties 

d. note that a review of the EQC Act is planned for 2020/21, which is intended to consider core 
policy and design features of the EQC Act. 

Preferred option 

e. agree that further work to improve insurance affordability and availability by making changes 
to EQC or related policies, be considered as part of the EQC Act Review over 2020/21. 

Agree/disagree 

Preferred option if you want to move more quickly than the EQC Act Review  

f. indicate whether you want advice on a moderate flat, across-the-board increase to the EQC 
cap (that is, lifting the EQC cap from the current $150,000 to between $200,000 - $300,000), 
with a view to implementing the increase as soon as possible (not recommended, but 
preferred option if you want to move more quickly than the EQC Act Review).  

Yes/no 

s9(2)(f)(iv)
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Announcements  

k. indicate whether you want further advice on a high-level announcement you could make in 
December 2019 on a future review of the EQC Act, which does not pre-empt or exclude 
issues that may be raised in the final report of the Public Inquiry into the EQC (due by March 
2020)  (not recommended). 
 
Yes/no 
 

l. note the proposed outline for your speech to the Insurance Council of New Zealand 
conference on 5 November 2019 in Appendix Two. 

Next steps 

m. agree to discuss this report with the Treasury. 

Agree/disagree 

s9(2)(f)(iv) 
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n. refer this report to: 

• the Community Resilience Ministers (the Minister of Local Government, the Minister of 
Civil Defence, and the Minister for Climate Change),and 

• other Ministers with related portfolios (the Minister for Building and Construction, the 
Minister of Commerce and Consumer Affairs, and the Minister for Land Information). 

Refer/not refer 

 
 
 
 
 
 
Robbie Taylor 
Team Leader, Financial Markets 
 
 
 
 
 
 
 
Hon Grant Robertson         
Minister of Finance  
Minister Responsible for the Earthquake Commission 
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Treasury Report: Property insurance: options for further work 

Purpose of Report 

1. This report seeks your agreement that further work be undertaken on select prioritised 
options for addressing pricing and availability issues for private property insurance that 
covers earthquake risk for residential houses and multi-unit buildings (MUBs). 

2. In doing so, this report provides high-level advice on the relative merits of a wide suite of 
potential options to meet your objectives. 

Background 

3. On 7 August 2019 the Cabinet Economic Development Committee (DEV) invited the 
Minister of Finance and the Minister Responsible for the Earthquake Commission to report 
to DEV in November 2019 on the extent and cause of changes in property insurance 
markets, and to seek in-principle agreement on recommended or prioritised options to 
improve or maintain property insurance uptake (refer DEV-19-MIN-0208).   

4. As a result, you have directed the Treasury to: (i) obtain more comprehensive information 
on property insurance, pricing, and availability; and (ii) to explore options for addressing 
any identified problems.  

5. We provided you with initial advice in two reports on 29 August 2019 on: 

a market trends and possible objectives for this work (refer T2019/2234), and 

b a policy framework for government-sponsored natural hazard insurance or 
reinsurance schemes, including a range of possible interventions (with illustrative 
international examples) (refer T2019/2590). 

6. You subsequently confirmed your objectives for this work (see next section below). 

7. This report is the third in this series of briefings. It seeks your agreement that further work 
be undertaken on select prioritised options. You then intend to obtain in-principle 
agreement from Cabinet in November 2019 to undertake this work. 

8. The analysis and options in this report relate to current, short-term trends in insurance 
markets (which appear to primarily relate to seismic risk). This report does not consider 
the impact of, or solutions to, longer-term trends or risks in insurance markets (for 
example, a significant reduction in reinsurance availability or the impact of risk 
exacerbated by climate change).  

The role of property insurance, what is changing, and why 

The role of property insurance 

9. Natural disasters, including earthquakes, are a significant risk for New Zealand. The risks 
(and ultimate costs) are borne by property owners, the Crown, insurers, reinsurers, and 
society at large in varying degrees. It is important that these risks are managed effectively 
and efficiently to maximise the living standards of New Zealanders.  
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10. Property insurance provided by the private sector currently plays an important role in 
managing these risks (alongside other mechanisms like EQC and building rules). For 
example, property insurance contributes to New Zealand’s resilience (e.g. via the ‘4 Rs’: 
reduction, readiness, response, and recovery), reduces uncertainty for property owners 
and the Crown, and reduces the implicit liability to the Crown (e.g. of providing ad hoc 
financial assistance after an event). The extent to which property insurance contributes to 
resilience will change if the number of under-insured or uninsured properties increases. 
Insurance can also impact the property market and investment (insurance is generally a 
condition of mortgage lending).  

What is changing and why 

11. We previously provided advice on what is happening in the property insurance market and 
why (refer T2019/2234). This advice was based on limited and incomplete information. In 
summary: 

a It appears that insurance premiums have increased in high-seismic risk regions such 
as Wellington (moderately on average, but significantly for MUBs and a small 
proportion of high-risk/high-value houses). It also appears that availability has declined 
in high-seismic risk regions, but we have seen no evidence yet of properties having no 
access to insurance. The available evidence suggests these changes have not resulted 
in any material increase in the number of uninsured properties at this stage. We have 
no information about how underinsurance may have changed as a result of the 
changes in the insurance market. We expect average affordability and availability to 
worsen in the near term, but longer term impacts are uncertain. 

b These changes, at least in part, appear to be caused by insurers’ better understanding 
of risk and the damage that can be caused by seismic activity2 and insurers 
increasingly allocating the risk posed by higher risk properties to those properties (i.e. 
greater risk based pricing). Some large insurers also appear to be reaching the 
maximum level of exposure to Wellington risk they are willing to take on given 
reinsurance buying requirements.3  

 We are seeking further information on what is happening  

12. Further information would assist us in providing future advice. We are currently exploring 
how to gather further data. We recently commissioned a research survey of freehold 
residential owner-occupied buildings to better understand the availability of property 
insurance in Auckland, Wellington, and Christchurch. We will report to you on the findings 
in late October 2019. For MUBs, we currently only have limited anecdotal information. We 
do not have comprehensive information about the uptake, price, availability, and level of 
underinsurance. Insurers and brokers have so far been unwilling or unable to provide 
data. We are currently exploring a survey of body corporate chairs to acquire this 
information (building off their earlier survey of 30 Wellington buildings and 16 Auckland 
buildings), potentially in conjunction with the Wellington Insurance Taskforce. We will keep 
you updated on progress. 

 
2 Some risk models used by insurers to help price risk (e.g. the RMS and AIR models) are updated 
infrequently (e.g. at 10 year intervals), which could be contributing to more jarring shifts in insurance 
prices. 
3  We have been told that, given the significant risks and costs of a Wellington seismic event, the amount 
of catastrophe reinsurance that some large insurers need to buy for their entire group is driven by their 
Wellington exposures. Increasing exposures in Wellington would require an increase in the reinsurance 
held by the entire group, and it would not be feasible to try and pass on these extra costs to Wellington 
insureds. 
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13. To obtain more comprehensive information about house insurance uptake, and potentially 
ongoing monitoring, we are exploring the development of a joint research project with 
ICNZ and insurers. Given the commercially sensitive nature of a lot of the information 
required, we will work with the insurers to try and find a level of information detail that is 
agreeable to both sides. The EQC has powers under the EQC Act to compel insurers to 
supply similar information, which could be considered if necessary.  

The concentrated market structure of the insurance industry may be important 

14. The concentrated market structure of the insurance industry, combined with insurers 
managing their exposure to high risk areas, could be a factor in the changes in pricing and 
availability. It may also affect the effectiveness of possible policy interventions (e.g. the 
pass through of the impact of EQC changes). The three main insurers (IAG, Suncorp and 
Tower) cover 85 percent of the New Zealand consumer market for property insurance 
(refer T2019/1337). The level of competition for some particular properties may be lower 
than this suggests as not all insurers offer cover for all properties.  

15. We do not have sufficient information to judge the influence of market structure or 
competition dynamics. Further information could be obtained via a Commerce 
Commission-led market study. The Minister of Commerce and Consumer Affairs recently 
wrote to you and other Ministerial colleagues asking which industries might be good 
candidates for a Commerce Commission market study to commence next year. This is an 
opportunity to put forward the residential property insurance market, although there may 
be other industries that also merit a market study, eg supermarkets. The Treasury will 
provide advice to you on which options we recommend putting forward. The Minister of 
Commerce and Consumer Affairs has requested proposals by 11 October 2019. 

Your objectives for this work 

16. We previously gave you advice on possible objectives for this work (refer T2019/2234). 
Following that advice, you asked for further advice on which select prioritised options we 
recommend investigating further that: 

a facilitate better public understanding of insurance (e.g. costs, availability, and risk-
factors) and property risks to help people manage their risks and promote 
confidence in the insurance market, and 

b ensure that property insurance is affordable and available and appropriately 
contributes to New Zealand’s long-term resilience (i.e. the 4Rs – reduction, 
readiness, response, recovery) against all natural hazards, including hazards 
exacerbated by climate change. 

17. You asked us to also consider: (i) fiscal costs and risks; and (ii) potential precedent risks 
(e.g. for how the Government may deal with climate change risks). 

18. You also confirmed that residential houses and MUBs should be the focus of this work. 

19. We consider that: (i) distributional impacts; (ii) implementation complexity; and (iii) wider 
unintended consequences (not just potential precedent risks) are important, so have also 
considered these in our assessment of the merits of the options.  
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Ensure that property insurance is affordable and available (particularly in higher 
risk areas) and can appropriately contribute to long-term resilience 

28. This section sets out our advice on options to explore further to ensure that property 
insurance is affordable and available (particularly in higher risk areas) and can 
appropriately contribute to New Zealand’s long-term resilience (i.e. the 4Rs – reduction, 
readiness, response, recovery).  

Risk reduction supports insurance availability and affordability, and resilience over the 
long-term 

29. The most effective and efficient way for the Government to improve the affordability and 
availability of property insurance over the long term is by influencing the development of 
more resilient and lower risk new buildings. The Government has a range of levers for 
reducing the exposure and vulnerability of the built environment to natural hazards, 
including regulatory systems that influence where buildings are built. For example, the 
Government is currently undertaking work to improve our management of risk through: 

a the review of the Resource Management Act 1991 (one of the objectives of which is 
to ensure the system has sufficient resilience to manage risks posed by climate 
change and other natural hazards), 

b work being undertaken by the Ministry for Business Innovation and Employment 
(MBIE), Engineering New Zealand, and the Structural Engineering Society to 
support enhanced resilience in New Zealand’s built environment,  

c carrying out national climate change risk assessments, which is a requirement under 
the Climate Change Response (Zero Carbon) Amendment Bill, and 

d the development of options to support seismic strengthening (via tax and non-tax 
measures) to lift the New Building Standard (NBS) rating of buildings. 

30. Much of the work to improve New Zealand’s management of natural hazard risk (including 
adaptation to risks that are exacerbated by climate change) is coordinated through a joint 
central and local government work programme to enhance community resilience. This 
work programme is led by a Ministerial Group on Community Resilience, of which you are 
a member.  

31. In addition, policies that encourage risk reduction (e.g. planning rules and enhanced 
information about risk) are an important complement to any insurance market intervention 
that could blunt insurance price signals.  

32. The Community Resilience Ministers intend to report back to Cabinet on the scope, 
direction, and progress of the joint work programme in October 2019. The October 2019 
Cabinet paper on the community resilience work programme is an opportunity to consider 
the overall work programme.  

s9(2)(f)(iv) 
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Improving the affordability and availability of insurance for existing buildings  

33. Policies to reduce risk over the long-term can improve insurance affordability and 
availability, but the impact is generally more effective at managing flow of new risk (e.g. 
new housing developments) compared to managing the risk associated with existing 
developments.  

34. The Government has two broad ways to improve the affordability and availability of 
insurance for existing buildings: 

a Government reallocates risk. For example, it could regulate insurance product offerings 
to shift how insurers allocate risks, or take on risk itself. This can improve both 
insurance availability (by freeing-up capacity for private insurers) and/or affordability 
(as government controls on how the cost of risk is allocated).  

b Government contributes to insurance costs, either directly by subsidising insurance 
premiums or indirectly by supporting improvements to the resilience of existing 
buildings.  

35. There are a range of options for each type of intervention above. Our analysis of the costs 
and benefits of the main options are set out below. Appendix One provides a table to 
compare between the options. 

A flat across-the-board increase to the EQC monetary cap on residential buildings is the most 
promising option 

36. The Government could increase the EQC cap to various levels, including a moderate 
(raising the cap to between $200,000 and $300,000) or larger increase.  

37. Increasing the EQC cap reallocates risk and impacts different groups in different ways.
s9(2)(f)(iv)
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If you want to move more quickly to increase the EQC cap sooner than the EQC Act Review  

41. If you want to increase the EQC cap sooner than the EQC Act Review, we can provide 
you with further advice by mid-October 2019 seeking your decision on a moderate 
increase to the EQC cap (that is, lifting the EQC cap from the current $150,000 to 
between $200,000 - $300,000), with a view to you seeking Cabinet approval in November 
2019 for the change.  

42. The early indication from ICNZ is that insurers would need at least one year advance 
notice to implement an EQC cap increase (e.g. to make changes to their systems), 
implying an increase no sooner than about 1 January 2021. The extended implementation 
periods are in part to enable insurers’ (and EQC’s) annual reinsurance contract renewals 
to reflect the new caps on EQC cover.  ICNZ has also indicated a preference for a smaller 
increase to the EQC cap (i.e. to $200,000).  We could test with insurers’ their ability to 
deal with a shorter lead time. Even putting aside insurer lead times, the soonest an 
increase in the EQC cap could occur is 1 July 2020, as the current transition to the 
$150,000 cap runs until 30 June 2020.  

s9(2)(f)(iv)
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Other matters 

Insurance brokers 

67. Discussions at the Wellington Insurance Taskforce have raised concerns about the lack of 
clarity of commissions charged by insurance brokers, and whether brokers are acting in 
customers’ best interests. Many residential property insurance policies are arranged by 
brokers acting for the property owner and receiving a commission from the insurer.   

68. Insurance brokers are regulated primarily under the recent changes to the Financial 
Markets Conduct Act (FMCA) that were brought in under the Financial Services 
Legislation Amendment Act (FSLAA). Under the FSLAA regime, brokers must operate 
under a licence granted by the Financial Markets Authority (FMA), comply with a code of 
conduct, meet competence, knowledge and skill standards and prioritise their client’s 
interests if they have a conflict of interest.  Insureds are not normally aware of the level of 
commission that a broker receives on their premium - generally, insurance brokers invoice 
a property for an overall “amount due” (which includes the premium and commission) and 
only itemise taxes and levies. MBIE is working on regulations under the FSLAA regime 
that will require disclosure by brokers of any commissions, incentives, or conflicts of 
interest that could be perceived by a client to materially impact advice.   

69. Moreover, the recently announced conduct regulation of banks and insurers will prohibit 
sales incentives based on value or value targets (e.g. soft commissions and bonuses for 

s9(2)(f)(iv)
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selling a certain number of financial products, a higher commission rate based on hitting a 
sales target). This prohibition applies to insurers and intermediaries (including insurance 
brokers). The conduct regime will also create new obligations for how insurers design all 
incentives and how they manage the risks those incentives create.  

EQC direct cover 

70. Under Section 22 of the EQC Act, EQC is able to provide direct cover (Direct EQCover) to 
homeowners who are unable to obtain insurance for the perils covered by EQC up to the 
EQC cap of $150,000. EQC currently provides Direct EQCover to seven homeowners. 

71. In the past 12 months, EQC has received less than 50 enquiries for Direct EQCover, and 
a total of ten applications. Eight of these applications had been considered at the time of 
the August policy review. Two were declined as they gave affordability as the reason for 
their application (affordability is not a relevant factor in the current operational policy).  

72. The EQC Board has considered the Direct EQCover policy as part of its annual review 
and it does not see a need to change the criteria it applies for providing Direct EQCover 
given the small number of enquiries and applicants. EQC will review this policy if enquiries 
and/or applications change significantly.  

73. Given the current low demand for this product, if accessibility and affordability did become 
an increasing issue, EQC would need to invest in further underwriting capacity to support 
a significant portfolio of direct cover policies. 

 Financial implications  

74. There financial implications for the Crown are unknown at this stage and will depend on 
the intervention you choose (if any) and its design. We have discussed material financial 
implications for particular options when discussing those options in this report. 

Consultation 

75. The Earthquake Commission, Department of Internal Affairs, the Ministry for the 
Environment, the Reserve Bank, Ministry for Business Innovation and Employment, the 
Financial Markets Authority, and Ministry for Housing and Urban Development were 
consulted on this report. The Department of Prime Minister and Cabinet was notified. 

76. Limited consultation outside the public sector has been undertaken thus far given the 
short timeframe required to prepare this advice. Consultation was limited to initial 
engagement with the ICNZ on the suite of possible options. ICNZ provided us with written 
feedback on 30 September 2019, but we have not been able to fully incorporate it into this 
advice.  

77. Broadly speaking, ICNZ has stated that insurance cost increases and affordability issues 
are being driven by increased understanding by insurers of risks of building vulnerability 
(due to increased understanding of earthquake risk and building vulnerability). ICNZ 
advises that issues of insurance availability and affordability appear modest and are 
limited to situations where risks are clearly high. ICNZ recommended further analysis of 
the problem definition and the principles underlying any government involvement is 
undertaken before the Government considering options any further. A key theme of 
ICNZ’s feedback was that Government should invest in infrastructure and resilience, not in 
becoming an alternative source of capital (i.e. subsiding risk). 
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78. We are meeting with ICNZ and insurers for a workshop on 10 October 2019 to discuss 
their feedback. Our advice to you on the Cabinet paper will therefore be able to take 
account of this feedback. Given the limited time available in preparing this advice and 
consulting insurers, it is possible that our recommendations on options to consider further 
may change. In addition, we are continuing to engage with insurers bilaterally to obtain 
individual insurers’ views (where these may differ from the broader industry) and 
commercially sensitive information. 

79. The Treasury is an observer on the Wellington Insurance Taskforce and has attended two 
meetings. Findings from the Taskforce will be considered as this work develops. 

80. Broader and more extensive consultation is planned when undertaking further work on 
any selected prioritised options agreed by Cabinet for addressing property insurance 
pricing and availability issues. 

Publicity 

81. You have indicated that you wish to announce further work the Government is doing to 
address insurance issues in a speech you are giving at an upcoming ICNZ Conference on 
5 November 2019. We will prepare a draft speech for you, including incorporating material 
from this briefing into your speech. You will not be able to announce any Cabinet 
decisions in the speech because the speech is before Cabinet considers (and potentially 
agrees to) what further work should be undertaken.   

82. If you wish to make announcements following the November 2019 Cabinet paper, you 
could consider packaging the options above into a broader review of the EQC Act and 
announce a draft terms of reference. The previous Minister Responsible for the 
Earthquake Commission indicated publicly that there would be a review of the EQC Act 
following the targeted amendments to the Act that was passed in early 2019. However, no 
details on the specific issues that the Review will cover have been announced.   

83. We suggest that any November 2019 announcement of an EQC Act Review should be 
high-level so that it does not pre-empt or exclude issues which may be raised in the final 
report of the Public Inquiry in the EQC (due by 31 March 2020). 

s9(2)(f)(iv)
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Next steps 

85. We would like to discuss this report with you. Once we receive your decisions on the 
recommendations in this report, we will then prepare a Cabinet paper for you to take to 
Cabinet in November 2019 that reflects your decisions. 

86. We are providing you with advice on the coverage of MUBs through the definition of 
residential buildings under the EQC Act. This report will be provided to you in the next 
fortnight. 

87. Appendix Three outlines an indicative timetable for the next steps on the insurance 
markets policy work, including the EQC Act Review.  
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Appendix Two: Draft speech notes 

You will be opening the ICNZ’s conference on 5 November. The speech is an opportunity for 
you to communicate some or all of the following to the public and the industry.  

Topic Possible content 

Scene setting 
for the market 

Set out the key developments that you are seeing in the market. This 
includes the greater move towards risk-based pricing.  

Status quo 

 

Outline how New Zealand currently manages seismic risk, and perhaps 
some key statistics about insurance markets and the industry currently (and 
possible trends).  

Set out your 
concerns 

 

Outline your concerns regarding developments in insurance markets. We 
suggest focusing your speech on outcomes and impacts you would like to 
see (as opposed to say whether you think there is a ‘market failure’ in 
insurance markets, which is contestable).  

Outline your 
priorities 

Set out your high-level objectives for insurance markets to the industry, 
including improving insurance affordability and availability and building long-
term resilience. You can also provide a high-level framework to highlight 
your understanding of the trade-offs you see in any solutions.  

Set out work 
underway 

Provide an overview of some of the work underway, such as the Public 
Inquiry, Wellington Insurance Taskforce, and the Community Resilience 
Working Group.  

Set your 
expectations 

Strongly signal your expectation for industry to do more in this area, such as 
the provision of accurate and useful information to consumers regarding 
their premiums. 

Outline 
potential work 

Set out areas for potential future work in this area, such as a further review 
of the EQC Act, which would include reviewing the EQC cap to ensure the 
EQC scheme still achieves the Government’s policy goals.   

Draw linkages Draw linkages to other issues, such as climate change and what the future 
of insurance and related work might look like. This is also an opportunity for 
you to communicate that insurance markets is just one part of the system to 
address resilience issues.   
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Appendix Three: Indicative timetable for further insurance markets work 

 
 Q4 2019 Q1 2020 Q2 2020 Q3 2020 Q4 2020 2021 2022 2023
Insurance market trends 
and information 

End Oct – Findings of 
consumer survey on 
house insurance.  
recommendations 
27 Nov – Insurance 
markets Cabinet paper 
considered by Cabinet 
Committee. 

Feb – Update on 
further information 
about trends in 
insurance markets, 
including information 
on MUBs and progress 
of research project with 
ICNZ. 
 

Further work not yet 
determined. 

     

       

Inquiries, Taskforces and 
other matter 

End Oct – Wellington 
Insurance Taskforce 
makes 

ons. 

End March - Public 
Inquiry into the EQC 
reports back 

      

EQC Act Review 

By end 2019 – Advice 
on relationship 
between EQC scheme 
and climate change. 

Advice on the 
Government response 
to Public Inquiry into 
the EQC (including 
possible formal 
announcement of EQC 
Act review). 

Quick, moderate increase 
to EQC cap  (if this option 
is progressed, the 
timetable for the EQC Act 
Review would change) 

Mid-Oct – Advice on 
impact and feasibility 
of 1 July 2020 or 2021 
implementation. 
Nov – Cabinet decision 
to increase EQC cap. 
Regulations made. 

 1 July 2020 – Possible 
implementation of 
moderate EQC cap 
increase (please note 
that insurers have 
requested at least 12 
months’ notice for a 
further increase in the 
cap).  

  1 July 2021 – Possible 
implementation of 
moderate EQC cap 
increase (if 2020 not 
feasible) 
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