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[23] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
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[26] 9(2)(ba)(i) - to protect information which is subject to an obligation of confidence or which any person 
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available of the information would be likely to prejudice the supply of similar information, or 
information from the same source, and it is in the public interest that such information should continue 
to be supplied 

[31] 9(2)(f)(ii) - to maintain the current constitutional conventions protecting collective and individual 
ministerial responsibility 

[33] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the confidentiality of advice 
tendered by ministers and officials 

[34] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression of 
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[35] 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; 

[36] 9(2)(h) - to maintain legal professional privilege 

[37] 9(2)(i) - to enable the Crown to carry out commercial activities without disadvantage or prejudice 

[38] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 

[39] 9(2)(k) - to prevent the disclosure of official information for improper gain or improper advantage 
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made, as listed above. For example, a [23] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 
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Aide Memoire: Review of the EQC Act 1993 – Key Judgements 
and Decisions 

This aide-memoire responds to your request for an A3 outlining the key judgements 
and decisions involved in reviewing the EQC Act 1993.  
 
We see three main decisions for Ministers in the Review: 
 

Key decisions 
1. Scope and extent: What type of scheme will best achieve Ministers’ objectives? 
2. Pricing: Should EQC cover be priced on a risk-adjusted basis? 
3. Roles and responsibilities: Is EQC primarily an insurance scheme or a broader 

instrument of recovery? 
 
The attached A3 outlines the broad set of options available to Ministers, along with 
some of their advantages and disadvantages. We will engage with you further on the 
details of these choices as the review progresses in the coming months. 
 
 
Bevan Lye, Senior Analyst, Financial Markets,
Steve Cantwell, Principal Advisor, Financial Markets,
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REVIEW OF THE EQC ACT 1993 – KEY JUDGEMENTS AND DECISIONS 
 

 

 
 
 

Government objectives 
Ministers have agreed to four main objectives to guide the EQC Review: 
 
 

Context: Why do we have an EQC? 
Government intervenes in disaster insurance markets for two reasons:  

1. Missing markets. In the absence of intervention, disaster insurance may be 
provided inefficiently, partially, or not at all, by the private sector. 

2. Political economy. If Government is likely to intervene substantially after a 
disaster, it is best to plan for that intervention ahead of time to manage fiscal risk 
and minimise the opportunity for moral hazard. 

KEY DECISIONS FOR MINISTERS 

Scope and extent: What type of scheme will best achieve Ministers’ objectives? 
 

 

 

 

 

 

 

 

 
 
 

Relevant design choices include: expanding the scheme to non-residential property; layer of loss; and caps, coverage, excesses. 

The key judgement 
The scope of coverage boils down to a judgement about how best to balance 
the Government’s four competing objectives: 
 
• A narrower and less expensive scheme could reduce the Crown’s direct 

exposure... 
• But an insufficiently generous scheme will not perform well as a vehicle for 

managing expectations for aid after a disaster and may lead to unanticipated 
expenditure beyond the scope of the scheme... 

• Yet an overly expansive scheme could be unnecessarily expensive for the Crown 
and may unnecessarily crowd out private insurance. 

Decisions on the shape of the EQC scheme depend on society’s view about the 
appropriate role of the state in protecting different types of private property from 
disaster risks. 

PURPOSE 

This A3 outlines some of the key judgements and decisions involved in 
reviewing the EQC Act 1993. 

1. Economic growth. Support the contribution of a well-functioning 
insurance industry to economic growth opportunities in NZ. 

2. Fiscal. Minimise the fiscal risk to the Crown associated with private 
property damage in natural disasters. 

3. Disaster risk management (DRM). Support an efficient approach to 
the overall management of natural disaster risk and recovery. 

4. Social. Minimise the potential for property-owners to experience 
socially-unacceptable distress and loss in a natural disaster. 

Pricing: Should EQC cover be priced on a risk-adjusted basis? 
 

 

 

 

 

 

 

 

 

 

Advantages: 
• Fiscal: lower direct exposure. 
• Economic: less chance of crowding out private 

markets 
Disadvantages: 
• Social: distress may result if disaster insurance is 

unavailable in some sectors of the market.

Advantages: 
• Social: greater certainty all properties will be covered, 

so more likely to reduce distress after an event. 
Disadvantages: 
• Fiscal: may be unnecessarily expensive. 
• Economic: may unnecessarily crowd out private 

markets. 

Advantages: 
• Solidarity: cost of risk shared equally across all.  
• Administrative simplicity. 
Disadvantages: 
• DRM: does not incentivise risk reduction.  
• Fiscal: higher costs to Crown if risk is underpriced.

Advantages: 
• Fiscal: more likely to be actuarially correct. 
• DRM: incentivises property-owners to reduce risk. 
Disadvantages: 
• Social: differential pricing has distributional impacts. 
• Administrative complexity. 

Status quo:  
flat levy  

Risk-based 
pricing 

Roles and responsibilities: Is EQC primarily an insurance scheme or a broader instrument of recovery? 
 
 
 
 
 
 
 
 
 
 
 
 
 

Insurance scheme

Advantages: 
• Allows EQC to focus on claims settlement rather 

than other roles (e.g. emergency repairs, etc). 
• Provides re/insurers with greater clarity about the 

basis on which EQC is engaging with them. 
Disadvantage: 
• Less operational flexibility after an event. 

Broader instrument of recovery

Advantages: 
• Creates another option for managing recovery.  
• Allows for greater responsiveness to Ministers’ 

evolving priorities after an event 
Disadvantages: 
• Distracts from core claims settlement activities. 
• Diffuses recovery functions across multiple agencies 

The roles and responsibilities assigned to EQC will determine the appropriate level of financial oversight and 
Ministerial control, as well as EQC’s core functions and operational parameters. 

Limited coverage              
e.g. low caps, high excesses 

Comprehensive coverage       
e.g. high caps, low excesses 
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