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Treasury Report: EQC Amendment Bill: Draft Departmental Report 

1. Purpose of the report  

This report seeks your decisions on, and agreement to, the attached draft Earthquake 
Commission (EQC) Amendment Bill Departmental Report to the Finance and Expenditure 
Select Committee (FEC).  We are meeting to discuss these reports with you on 9 July 2018. 

2. Key issues and recommendations  

On 27 June 2018 FEC received an initial briefing from officials on the EQC Amendment Bill, 
and heard oral submissions.  Key issues raised by FEC members or submitters are 
summarised below.    
 
1. Increasing the EQC monetary building cap 
 

• The Bill proposes to raise the EQC monetary building cap from $100,000 to 
$150,000 (plus GST); 

 
• A number of submitters submitted that the building cap should be raised to 

$200,000; and 
 
• Committee members wanted more information about the rationale, numbers, 

policy, and trade-offs behind the proposed $150,000 building cap. Members 
were also keen to understand the interaction between the square metre 
coverage and the cap. 

 
Comment:  
 
The primary benefit in increasing the EQC monetary cap is to help keep residential 
property insurance affordable by flat-rate pricing a larger fraction of the natural disaster 
risks covered by the scheme.  The primary cost is the additional risks taken on by the 
Crown.  EQC modelling suggests that increasing the cap from $100,000 to $150,000 
will increase EQC’s share of residential earthquake risk from 83% currently, to about 
91%. An increase in the cap to $200,000 would take that figure to 95%. 
 
Recommendation:  
 
Confirm officials’ recommendation to FEC that the increase in the monetary cap on 
EQC building cover to $150,000 proposed in the Bill be retained (i.e., no change). 
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2. EQC exiting the provision of home contents cover 
 

• The Bill proposes that EQC exit the provision of home contents cover; and 
 
• The majority of submitters strongly supported this proposal.  Those not in 

support expressed concerns about the quality and cost of private contents cover. 
 

Recommendation:  
 
Confirm officials’ recommendation to FEC that the proposal in the Bill that EQC exit 
contents cover proceed (i.e., no change). 

 
3. Extending statutory claim notification deadlines 
 

• The Bill proposes extending the statutory claim notification deadline from 3 
months to two years (EQC could decline late claims where the delay materially 
prejudiced EQC’s ability to assess the claim); 

 
• A number of submitters raised concerns about this timeline. For example, the 

Insurance Council of New Zealand (ICNZ) want the claim notification deadline to 
be one year; and 

 
• One submitter suggested that the deadlines be able to be extended by 

regulation.  The Bill does this for the 3 month, but not the 2 year, deadline. 
 

Comment: 
 
Committee members appeared broadly in support of extending the claim notification 
timeline and asked for more information on the rationale for the Bill proposing a 2 year 
period (as opposed to some other period) and for data on out-of-time claims.  
 
The Departmental Report includes information from EQC on the distribution of late 
claims from 2013-2018.  In short, an extension to 12 months would capture the great 
majority – about 94% – of late claims. An extension to 2 years captures another 4%, 
and providing no deadline (or one beyond 24 months) would capture another 2%.  Not 
all of these clams would have been accepted if the changes proposed in the Bill had 
been in place over that period.  We don’t know what fraction of these late claims would 
have been declined on the basis that the delay materially prejudiced EQC’s ability to 
assess the claim. 
 

Total Closed 
Claims 

2013-18 
Lodged In Time 

 

3 to 12 
Months 

 

12 to 24 
Months 

 

Over 24 
Months 

 
49,053 47,186 1,762 68 37 

    
The draft Departmental Report supports the Bill as introduced. However, this is an on-
balance conclusion, and other (shorter or longer) claims deadlines can also be chosen 
on reasonable policy grounds. Therefore, we would like to discuss this issue with you 
before finalising a positon in the Departmental Report.  
 
As the Ombudsman and Human Rights Commissioner (HRC) both supported 
extending claims deadlines, we sought feedback from them on the insurer 
submissions.  Both have advised that they consider that the two year deadline should 
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be retained.  The Ombudsman also makes broader points.  We have attached the 
Ombudsman’s feedback to the draft Departmental Report.  
 
We recommend amending the Bill so both the 3 month and 2 year claims deadlines 
can be extended by regulation.  
 
Recommendations: 
 
Confirm officials’ recommendation to retain the proposed two year claims deadline 
(i.e., no change).  
 
Agree that officials recommend to FEC that the bill be amended so that both the 3 
month and 2 year claims deadlines can be extended by regulation.   
 

 
4. Clarifying EQC’s authority to share and publish information 
 

• The Bill clarifies that EQC may share claim related information to facilitate 
settlement of natural disaster claims and publish information about natural 
disaster damage to property covered by EQC where this is in the public interest;  

 
• Submitters (especially the Office of the Privacy Commissioner (OPC)) raised 

some concerns about the current drafting of this amendment. There was also 
some general confusion from submitters as to the intent of this amendment; and 

 
• Committee members are seeking clarification around the two aspects of the 

information sharing provisions – claims settlement and release for public interest.  
 

Comment:  
 
Officials have been working closely with EQC, insurers, and OPC on this issue and all 
are supportive of the policy intent of the proposed provisions. Officials broadly support 
OPC’s suggested redrafting of this section.   
 
Recommendation: 
 
Agree that officials recommend to FEC changes to the Bill’s information sharing 
provisions.  Those revised provisions retain the Bill’s policy intent, and would closely 
follow drafting suggested in OPC’s submission.  

 
5. Transitional and commencement provisions 
 

• The Bill provides for a transitional period before the cessation of contents and 
increase in building cover come into force;  

 
• Currently the commencement date of those provisions is coupled with Fire and 

Emergency Act (FENZ) changes coming into force.  This was done to address 
insurer wishes that the FENZ and EQC changes be implemented on the same 
day (or with a gap of at least 12 months).  When the Bill was being drafted this 
date was expected to be 1 July 2019.  However, the FENZ commencement date 
has now expected to be 1 July 2020; and 

 
• ICNZ and insurers now submit that the commencement date should be set by 

Order in Council, in order to avoid the uncertainties of the FENZ date.   
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Comment: 
 

In subsequent consultations ICNZ have advised us that: 
 

“ICNZ and its members support the early implementation of this Bill and in 
no way wish to be perceived to be seeking its delay.  A commencement 
date of 1 July 2019 is potentially achievable, but it will be extremely 
challenging for some members to achieve and would require the following 
conditions to be met: 
 
o An absolute assurance no later than 31 July 2018 that the Bill will 

pass with the building cap being increased to $150,000 (excl. GST) 
and contents removed. 

o Enactment no later than 31 December 2018 
o Assurance that periodic policies will be required to be changed only 

on their annual anniversary and not on renewal. 
 

…If these assurances cannot be given, then we would seek a 
commencement date of 1 July 2020.” 

 
We recommend continuing with the originally-envisaged 1 July 2019 date.  The last ICNZ 
request regarding periodic policies is a technical one, also made in submissions to FEC.  
The draft Departmental Report recommends to FEC that the Bill be amended to 
accommodate the change sought in submissions. 
 
One issue with the ICNZ position is that the Bill will not be reported back to the House by 31 
July 2018.  Therefore any assurance given will be a Government, not Parliamentary, one.  
FEC’s scheduled timings are: 

 
• 25 July: Departmental Report 
• 8 August: RT version of Bill 
• 5 September: Draft Commentary 
• 12 September: Deliberate 

 
PCO have advised that the commencement date could be set by Order in Council but that 
this should be backed up by a legislated backstop date.  

 
Officials see three options for setting the commencement date: 
 
1. Keep the commencement date tied to FENZ; 
 
2. Set the commencement date at 1 July 2019 (potentially with the flexibility to extend this 

up to 12 months by Order in Council); or 
 
3. Set commencement at 1 July 2020 in the Bill (with flexibility to set an earlier date by 

Order in Council).  
 
We would like to discuss this issue and options with you before finalising our advice to FEC.   
 

Recommendations: 
 
Agree that officials recommend to FEC setting the commencement date at 1 July 2019, 
with the flexibility to extend that by up to 12 months by Order in Council. If you agree, we 
can draft a letter from you to ICNZ providing the assurances they seek.   
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Agree that officials recommend to FEC accepting insurer submissions regarding periodic 
policies, so these become subject to the new EQC contents and building cover on the 
anniversary of the policy in question. 

 
 
6. Issues not currently in the Bill 

 
There were several issues raised by submitters and committee members that are not in 
scope of this Bill. These include: 
 
• Insurer submissions that the Bill include provisions to deem that natural disaster 

claims lodged with private insurers are also lodged with EQC;  
 
• A request from FEC to consider whether concerns regarding the definition of 

“residential building” raised in the Marion Square Apartments submission can be 
addressed by the Bill; and  

 
• A request from FEC for information on the Government’s envisaged timelines for 

the statutory inquiry into Canterbury earthquake claims and the subsequent 
second EQC amendment bill.  

 
Comment:  
 
The first two issues are outside the scope of this Bill.  We anticipate the statutory inquiry 
and second EQC amendment bill will consider them.    
 
As for the final issue, the latest date for we can deliver the Departmental Report to FEC 
is 23 July 2018.  We understand that Cabinet will not make decisions on the timing of the 
statutory inquiry and envisaged future EQC amendment bill by then. Therefore, we 
intend to advise FEC that the Government has yet to finalise the timelines of those 
processes.  

Next steps 

Meet with Treasury and EQC officials on Monday 9 July to discuss the draft Departmental 
Report (see annex two).  
 
The draft Departmental Report is still a work in progress.  Officials will continue refining it 
prior to delivering it to FEC by 23 July 2018.  We don’t expect to add any new 
recommendations for changes to the Bill. 
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Recommended Action 

 
We recommend that you: 
 
a agree that officials recommend to FEC the following changes to the Bill: 
 

Claims filing 
 
1. Accept the submission that provisions in the EQC Act enabling claims filing 

deadlines to be extended by regulation be retained. 
 
Information Sharing 
 
2. Accept the Privacy Commissioner and Legislative Design and Advisory Committee 

submissions on the purposes for which information may be collected and shared; 
 
Commencement and transitional arrangements 
 
3. Accept insurers’ submissions that periodic policies become subject to the revised 

EQC contents and building cover on their “anniversary date”;  
 
b agree to the draft Departmental Report (annex two). 
 
 Agree/disagree. 
 
c note the attached agenda (annex one).  Key issues for discussion include the proposed 

increase in EQC’s building cap, claims filing deadlines, information sharing, and the 
commencement date of the changes to EQC contents and building cover.  

  
 
 
 
 
 
 
Dasha Leonova 
Manager, Financial Markets and International 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
 
 
 
 
 
 
 
Hon Dr Megan Woods  
Minister Responsible for the Earthquake Commission 

 

 



T2018/1827 : Treasury Report: EQC Amendment Bill Departmental Report (cover TR) Page 8 

Annex One 

 

Draft Departmental Report on EQC Amendment Bill: Suggested Agenda 

  

1. Key issues raised by submitters and the committee 
 
 

• Increasing the EQC monetary building cap to $150,000 
 
• Extending statutory claim notification deadlines to 2 years 
 
• Clarifying EQC’s authority to share and publish information 
 
• Transitional and commencement provisions – confirmation of 1 July 2019 date 

 
 
 
2. Any other issues raised by the draft Departmental Report 
 
 
 
3. Any additional issues raised by the Minister  
 
 
 
4. Next steps  
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PART ONE: INTRODUCTION  

Structure of this Report 

This report sets out the Treasury and the Earthquake Commission’s (EQC’s) 
advice to the Finance and Expenditure Committee (the Committee) on the 
Earthquake Commission Amendment Bill (the Bill).  The Report is separated into 
the following parts: 

1. Introduction, including an overview of the submissions received and 
questions raised by the Committee; and 

2. Key issues raised in submissions or by the Committee, with 
accompanying analysis and Treasury advice and recommendations. 

A list of submitters is at Annex One.  Questions raised by the Committee in 
response to the initial briefing and submissions are at Annex Two.  A letter from 
Assistant Ombudsman Emma Leach regarding claims filing deadlines is at Annex 
Three.  A comprehensive table of submissions and officials’ recommendations 
and supporting advice is at Annex Four.   

 

Purpose of the Bill 

The Bill amends the Earthquake Commission Act (the Act) to update and improve 
the operation of the Act.  The Bill proposes: 

1. removing EQC cover for contents, to ensure that EQC’s primary focus 
is on housing repair and recovery; 

2. increasing the monetary cap for residential building damage, which 
has not changed since the Act came into force in 1994; 

3. extending the time limit for submission of EQC claims; and 
4. inserting new provisions to clarify EQC’s ability to share and publish 

information to improve claim settlement and for public good purposes. 

Preparations are being made for a statutory inquiry into the EQC, under the 
Inquiries Act 2013, to inquire into EQC’s approach to the land and residential 
building claims management process and the related outcomes for the 
Canterbury earthquake events; and ensure that lessons from the Canterbury 
earthquake experiences help improve future claims experiences. 

The Government’s intention is that a comprehensive EQC amendment bill will 
follow and draw on the findings of the inquiry.  The timing of the inquiry has still to 
be decided.  Therefore this Bill is an interim measure, focused on a small number 
of high-priority reforms that can usefully proceed before the inquiry findings are 
reported. 
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Measures Included in this Bill 

The Bill contains 4 key proposals, and commencement and transitional 
provisions.  The Committee received 16 submissions on the Bill.  Eight submitters 
made oral submissions in person, or by voice or video call.  The proposals and 
submissions are summarised below. 

1  Exiting contents cover 
Amendments to remove EQC cover for contents recognise that, while contents 
losses may be distressing, they do not create widespread dislocation such as that 
arising from housing losses. Contents claims can be numerous and require 
disproportionate resources during the post-disaster recovery phase. 

Most submitters strongly supported EQC exiting contents cover.  Some 
submitters raised concerns that contents premiums may increase, or service 
levels decline, as a result of the change.   

2  Building cover cap and build-cost rate 
The monetary cap for residential building cover will increase from $100,000 to 
$150,000 (plus GST). A key strategic goal of the EQC scheme is to keep home 
insurance affordable, so the great majority of homeowners buy insurance, 
including homeowners in higher-risk areas. This improves the prospects of timely 
recovery from the impacts of a disaster and reduces the need for unplanned and 
unpriced government support to homeowners. 

A complementary amendment to help reduce under-insurance increases the 
deemed build-cost rate which applies in the circumstances, and for the purposes, 
currently described in section 18(2) of the Act from $1,000 to $2,500 (plus GST) 
per square metre.  This provision helps reduce under-insurance by establishing 
that if an insured building is insured for less than the build-cost rate, it is deemed 
to be insured at the build-cost rate when calculating EQC premiums and cover.    

Both the monetary cap on building cover and the build-cost rate can be increased 
by regulation or legislation.  Officials consider legislation is more suitable, due to 
the links with other parts of the legislative package, namely the removal of 
contents cover, and the extended transitional provisions. 

Submitters had mixed responses to the proposal to increase the monetary cap on 
building cover to $150,000.  Insurance industry submitters supported the 
proposal, whereas several other submitters proposed that the monetary cap 
instead be increased to $200,000. 
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3  Timeframe for notification of claims 
Amendments are being made to enable EQC to accept claims notified more than 
3 months and less than 2 years after the natural disaster event, where doing so 
does not materially prejudice EQC’s ability to assess the claim. This responds to 
repeated criticism of the current 3-month limit by the Ombudsman.  It also better 
aligns the Act with requirements that apply to private insurance claims.  The 
amendments will enable EQC to consider accepting late claims, when doing so 
does not materially prejudice EQC’s ability to assess the claim. 

Submitters had mixed responses to the proposal to enable EQC to accept claims 
notified more than 3 months and less than 2 years after the natural disaster 
event.  Insurance industry submitters opposed the proposal, preferring either no 
change or a 1 year claims deadline.  Other submitters either supported the 
proposal or wanted conditions applying to late claims to be further relaxed.   

4  Information sharing  
The Bill clarifies that EQC may share claim-related information for four purposes: 

1. preventing or lessening a threat to public health or public safety or to 
the life or health of any individual; 

2. the administration of the Act or the performance by EQC of its 
functions; 

3. facilitating natural disaster preparedness, response, or recovery 
(including settlement of insurance claims by insurance companies); 
and 

4. making property-related information publicly available. 

Submitters generally supported improving EQC’s ability to share information.  
Some submitters raised concerns regarding the logistics and privacy implications 
of EQC releasing property-related information.  The Office of the Privacy 
Commissioner (OPC) submitted alternative drafting that officials consider form a 
good basis for revising the disclosure provisions of the Bill.   

5  Commencement and transitional provisions  
The Bill proposes that the extension of EQC claim notification limits and 
information sharing/publication amendments take effect immediately upon 
enactment.  The new information sharing/publication provisions would apply to all 
existing EQC claims data.  However, the extension of EQC claim notification 
limits would only apply to claims made for natural disaster damage that occurs 
after the new provisions come into force. 

The exit of EQC from contents cover and increase in the monetary cap applicable 
to EQC building cover is proposed to take effect at the same time as the 
implementation date for changes to Fire and Emergency New Zealand (FENZ) 
levies collected and paid by insurers.  At the time of drafting the Bill that was 
anticipated to be 1 July 2019, but is now anticipated to be 1 July 2020. 
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Submissions from insurers expressed several concerns regarding the 
commencement and transitional provisions for the changes to contents and 
building cover.  Submitters see the linking of commencement to the FENZ 
changes as creating unnecessary risk to the timing of the changes.  

Submissions on matters not included in the Bill 
Submitters raised a number of matters not included in the Bill, including 
lodgement of EQC claims with private insurers, and the application and 
interpretation of the Act to multi-use buildings. 

Analysis of submissions 

Substantive or complex issues raised in submissions or by the Committee are 
addressed in Part Two of this report.  Any issues not addressed in that section 
are addressed in the table at Annex One. 

The issues covered in Part Two are:  

• EQC Building cover: increasing the monetary cap and the per-metre 
building cost rate;   

• EQC claims filing deadlines;   
• Information sharing;  
• Transition and commencement issues, including start date; and 
• Other matters raised: claims lodgement, and issues raised in the 

submission by Marion Square Apartments.   
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PART TWO: ANALYSIS OF ISSUES  

Building cover cap and build-cost rate  

Issue 1: Increasing EQC monetary building cap 

Submissions 

National Council for Women, Marion Square Body Corporate, Ian McLean, 
Human Rights Commission, Insurance Council of New Zealand (ICNZ), Tower 
Insurance, IAG, Lawrence Roberts, James Carpenter.  
 
Overall, submitters were supportive of raising the cap. Insurers were in favour of 
the $150,000 cap, whereas some submitters favoured increasing the cap to 
$200,000.  
 
In considering the submissions, committee members raised a number of 
questions.  These included: more information about the rationale, numbers, 
policy, and trade-offs behind the figure of $150,000 for the EQC building cap.   
 

Comment 

The policy intent of the EQC scheme is to keep residential insurance available 
and affordable, so that high levels of insurance cover for natural disaster damage 
are maintained nationally. 
 
The 2015 discussion document New Zealand’s Future Natural Disaster Insurance 
Scheme noted that without something like the EQC scheme, many homeowners 
would be under-insured or uninsured against catastrophe risks.1  The experience 
elsewhere in the world is that, when that happens, governments often provide ad-
hoc assistance to those homeowners after large natural disasters.  This creates 
risks and uncertainty for homeowners, insurers and governments. 

Therefore, EQC performs a valuable role in helping support high rates of 
catastrophe insurance among homeowners. 
 
Homeowners in higher risk areas also benefit from the flat-rate pricing of EQC 
premiums, which helps keeps private insurance premiums affordable nationwide.  
That in turn helps keep national homeowner take-up rates of insurance against 
natural hazards very high – perhaps the highest in the world.  That is of direct 
benefit to homeowners, private insurers, and ultimately the Government. 

An EQC cap that is too low is more damaging than a cap that is too high.  A cap 
that is too low has real-world effects on community resilience and recovery after a 

                                                
1  Global reinsurers have noted that New Zealand has very high catastrophe insurance coverage rates (see 

Lloyd’s Global Underinsurance Report, compiled by the Centre for Economics and Business Research Ltd, 
October 2012). 
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disaster; and exposes the Government to political-economy pressures to provide 
further unplanned and unpriced support to homeowners.  A cap that is too high 
misallocates some risk away from insurers to EQC but continues to price the risk. 
 
If EQC premiums appropriately price risks (i.e. the whole scheme is not under-
priced), the scheme’s affordable premiums is not due to cross-subsidies from 
taxpayers, but from the flat-rate pricing of the scheme (also known as “community 
rating”), where all participants pay the same premium rates.  This means higher-
risk areas and building types are cross-subsidised by other insured homeowners.  
This contrasts with private insurance premiums, which can vary, sometimes 
greatly, by location and building type. 

The higher the monetary cap on EQC building cover, the more risk is borne by 
EQC, reducing the cost of private insurer top-up cover in higher-risk areas. 

Rationale behind increasing the EQC building cap to $150,000 

Risk allocation and pricing of EQC and private insurance premiums 
 
Increasing the value of the cap will increase the expected cost of the scheme 
following an event.  On the other hand increasing the cap will reduce the implicit 
risks associated with the natural disaster liability, most notably the risks of 
unfunded extensions to the scheme by the government following a disaster in 
response to widespread under-insurance. 
 
The primary effect of increasing the monetary cap is to improve the affordability 
of insurance in higher-risk areas.  The increase in the EQC building cap is not 
intended to be sufficient to rebuild any particular home.  Instead, it accounts for 
some of the building cost increases since the Act commenced in 1994.  This 
reduces the risks faced by insurers, and hence the premiums that would 
otherwise be charged for the private insurer top-up cover.   
 
Deciding on the right value of the EQC monetary cap is ultimately a judgement 
call.  This needs to take account of the insurance market’s capacity to continue to 
offer affordable cover, the additional post-disaster risks likely to face the 
government, including the potential for calls on the Crown to make good on 
private losses. 
 
According to EQC modelling, the proposed increase in the cap on EQC building 
cover to $150,000 will almost halve the expected cost of earthquake risks faced 
by private insurers on residential property.  An increase to $200,000 would 
reduce the earthquake risks faced by private insurers by about 70%.  At the 
current cap insurers absorb around 19% of the total exposure.  At a cap of 
$150,000 insurers this drops to around 10%.  Whereas, with a cap of $200,000 
this number is around 6%.  This suggests that further increases in the EQC 
building cap from $150,000 to, say $200,000, will have diminishing effects on 
insurer pricing and availability. 
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The information in the below tables show the risk transferred from insurers to 
EQC decreases as the dollar cap increases.   

Table 1: Expected EQC Liability, Wellington reference event, $ million. 

 
Expected EQ Liability, Wellington 

Reference Event, $ million  

Building 
cap $100k $150k $200k No cap 

Expected 
liability $4,870 $5,401 $5,679 $6,021 

% of 
total loss 81% 90% 94% 100% 

 
A “Wellington reference event” is EQC’s probable maximum loss event that 
will inflict the largest modelled loss within a given timeframe.  For EQC that 
is a large (magnitude 7.5) Wellington earthquake (this is a single event with 
no aftershocks), which has an expected return period of about once every 
860 years. 

Table 2: Expected Annual EQ Loss, $ million. 

 Expected Annual EQ Loss, $ million 

Building 
cap $100k $150k $200k No cap 

Expected 
annual 
loss 

$108 $119 $124 $131 

% of 
total loss 83% 91% 95% 100% 

 
The “expected annual loss” is EQC’s modelled estimate of the average cost 
of annual earthquake claims in the very long run.  As large, infrequent 
events have a significant impact on the annual claims average, in most 
years EQC’s earthquake claims costs are significantly less than the 
modelled average. 

ICNZ and Insurers are supportive of the $150,000 cap.  This is indicates that 
insurers are willing to continue covering significant risk in this area, because the 
higher the cap the more risk is transferred from insurers to EQC.  
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Overcap claims 

From a claims perspective, increasing the EQC cap reduces the number of over 
cap claims.  A $150,000 cap is expected to generate half the number of over cap 
claims of a $100,000 cap.  This helps to reduce potential for friction around the 
margins of EQC-insurer claims.  This benefit should not be a major consideration 
in choosing a monetary cap.  There are other mechanisms for improving EQC-
insurer interactions (e.g. better-coordinated claims processes and information 
sharing arrangements) without transferring more risk to the Crown.  
 
Table 3: Modelled distribution of claims from a Wellington reference event 

 
  Expected EQ Claims 

Band $  Claims Percent 
Up to 100k 137,405 90%
100k - 150k 7,547 5%
150k - 200k 3,549 2%
200k+ 4,511 3%
Total 153,012 100%

Note: the band values include the claims excess 
 

Recommendation 

Note the submissions.  
 
 

Issue 2: EQC cover per square metre  

Submissions 

No submitters submitted on this issue.  However, the Committee in considering 
submissions raised several questions on this topic.  
 

Comment  

The Bill includes an amendment that updates the build-cost rate, which applies in 
the circumstances, and for the purposes, currently described in section 18(2) of 
the Act.  This section aims to reduce under-insurance by requiring that the value 
of an insured building for EQC insurance purposes is at or above a minimum 
dollar value per square metre (m2).  This provides a protection ‘floor’ in EQC 
cover for homeowners by prescribing a minimum amount for cover per m2. 

The increase from $1,000 to $2,500 (plus GST) per m2 reflects changes to 
residential building costs since the rate was previously set.  Any insured building 
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of 60m2 or more would therefore be insured by EQC for the new $150,000 
building cap amount (i.e. as 60m2 x $2,500 = $150,000). 

Increasing this figure from $1,000 to $2,500 (plus GST) per m2 would reduce 
under-insurance.  The effect of removing this provision would be to remove this 
“floor” in EQC building cover, resulting in higher levels of under-insurance among 
affected home owners.    
 
Treasury Report T2015/1294 Home Insurance – Implications of Sum Insured 
Cover, was released under the Official Information Act in 2016 and is available on 
the Treasury website.  It notes in part: 

 
“Our work has shown the difficulties in measuring underinsurance. Every 
house is different and there is no single right answer about how much it 
would cost to rebuild after a disaster. But on the different measures we 
have explored, there does appear to be a degree of underinsurance 
across New Zealand. The figures suggest that 40-85% of homes could 
be underinsured by 10 to 50%. However, even after a major event, most 
houses are unlikely to suffer so much damage as to reach the limits of 
their cover, so the impact would be more limited than the figures 
suggest, though still serious for some individuals.” 

 
The proposed increase broadly matches changes in the relevant Statistics NZ 
price indexes since that time - the capital goods price index (residential building), 
and the consumers price index (purchase of housing).  The former covers 
acquisitions or builds in the productive sector (businesses), the latter covers 
purchases by households.  Neither measure includes land.  
 
If these indices are re-indexed to 1000 in the last quarter of 1993 (to match 
$1,000 when the current Act commenced), as at the last quarter of 2017 the 
capital goods price index was 2537, and the consumer price index (purchase of 
housing) was 2802.  The latter includes the effect of the 1 October 2010 increase 
in GST to 15%, so on a constant-GST basis the index would be now about 2750.  
Therefore the proposed $2,500 rate approximately equals building price index 
movements since 1993.  The EQC Act defines the build-cost rate excluding GST. 
  
Recommendation 

 
Note the response to the questions raised by the Committee on the build-cost 
rate. 
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Timeframe for notification of claims  

Extension of claims filing deadlines: the Bill extends to 2 years the current 
3 month claims deadline for filing EQC claims  

Issue 1: Claims filing deadlines 

Submissions 

ICNZ, IAG, Tower, Human Rights Commission, James Carpenter, National 
Council for Women.  

Submitters expressed a range of views.  Insurers submitted in favour of the 
status quo, or an extension in the claims filing deadline to 1 year, or in support of 
the 2 years proposed in the Bill.   

Comment 

The proposal to extend the claims filing period to 2 years was tested in the 2015 
public discussion document New Zealand’s Future Natural Disaster Insurance 
Scheme.  The proposed 2 year period represented a pragmatic balance between 
replicating section 9 of the Insurance Law Reform Act 1977 (time limits on 
insurance claims can only apply if not applying the time limit is inequitable to the 
insurer) and insurer and EQC concerns regarding the administrative and claims 
assessment challenges of dealing with late-filed claims.  The majority of insurer 
submissions on that discussion document supported the 2 year deadline.  
Therefore officials have not retested the 2 year proposal.   

At that time officials did not have data on claims made after 3 months.  The 2 
year period reflected a judgement that it was sufficiently long to disadvantage 
very few claimants, while providing the administrative benefits of a “hard” long-
stop date.  

In response to the Committee’s questions, EQC has collated the following tables 
on claims filing times from 2013-2018.  In short, an extension to 12 months would 
capture the great majority – about 94% – of late claims.  An extension to 2 years 
captures another 4%, and providing no deadline (or one beyond 24 months) 
would capture another 2%.  Therefore, officials’ consider that the EQC data 
suggests that a 12 month deadline is the minimum credible response to the 
concerns raised by the Ombudsman regarding the 3 month deadline.   

Not all of these claims would have been accepted if the changes proposed in the 
Bill had been in place over that period.  An unknown fraction of these late claims 
would have been declined on the basis that the delay materially prejudiced 
EQC’s ability to assess the claim. 
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Table 4: Time elapsed between event and claim being filed, claim numbers  

Reported 
Date 

Total Closed 
Claims 

Lodged In 
Time 

3 to 12 
Months 

12 to 24 
Months 

Over 24 
Months 

2018 1,573 1,491 53 12 17 
2017 4,282 4,138 127 14 3 
2016 17,061 15,941 1,108 7 5 
2015 4,054 3,954 84 14 2 
2014 7,373 7,169 181 17 6 
2013 14,710 14,493 209 4 4 

Overall 49,053 47,186 1,762 68 37 
   

 
Table 5: Time elapsed between event and claim being filed, percentages  

Reported 
Date 

Total Closed 
Claims 

Lodged In 
Time 

3 to 12 
Months 

12 to 24 
Months 

Over 24 
Months 

2018 1,573 94.8% 3.4% 0.8% 1.1% 
2017 4,282 96.6% 3.0% 0.3% 0.1% 
2016 17,061 93.4% 6.5% 0.0% 0.0% 
2015 4,054 97.5% 2.1% 0.3% 0.0% 
2014 7,373 97.2% 2.5% 0.2% 0.1% 
2013 14,710 98.5% 1.4% 0.0% 0.0% 

Overall 49,053 96.2% 3.6% 0.1% 0.1% 
 

ICNZ has also recently advised that “…we estimate based on the Kaikoura 
earthquake that less than 1% of all claims were made outside of the 90-day 
reporting period set by EQC.”  ICNZ notes that, as insurers first acted as EQC’s 
agents for the Kaikoura event, EQC is better placed to answer questions 
regarding timeliness of claims lodgement following other events. 

Data on Composition of Late Claims 

EQC does not routinely categorise late claims data.  To support consideration of 
late claims issues, EQC recently manually examined the claims files for the 29 
claims received so far for 2018 that were initially coded as out of time by more 
than 12 months.  This data was chosen as it is the most accurate EQC has on 
out of time claims.  EQC considers it is likely to broadly reflect patterns in past 
years as well. 
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Table 6: Summary of reasons for late claims in 2018  

 
Reason for Late Claim No. of Claims 
Damage not visible/seen 6 
Damage worsened over time 4 
Unaware damage could be earthquake related 3 
Claim lodged due to insurer advice 1 
Damaged before property was purchased 1 
Reason for lateness of claim unclear 3 
Sub-total: late claims which would trigger further 
assessment 18 

Damage not covered by EQC 8 
Existing claim, initially miscoded 3 
Sub-total: late claims which would not trigger any 
further assessment 11 

Total 29 

 

Of the 29 claims, a little over a third would be unaffected by any extension to 
claims filing deadlines as they were either existing claims that had been filed on 
time (3 claims) or were claims for damage not covered by EQC (8 claims).  Of the 
remainder, half relates to damage not visible or seen, which would be picked up 
under the “not apparent” criterion of the late claims criteria of the current Act, e.g. 
initially minor cracking that has slowly worsened.   

Important context is that, once made, an EQC claim can be reopened at any 
time.  Therefore if a home owner makes and settles a claim for minor damage 
shortly after a damaging event, say an earthquake, the claim can be reopened if 
more damage is discovered some months or years later.  Therefore the extended 
claims filing only advantages home owners who made no EQC claim of any sort 
in the 3 months following a disaster.     

Officials accept the points made by insurers regarding the additional cost and 
complexity of late claims.  However, if this proposal is enacted, EQC claimants 
still face strong incentives to file claims within 3 months, as later claims may be 
declined by EQC if the delay materially prejudices EQC’s ability to assess the 
claim.   

EQC advise that, if enacted, EQC’s post-event public communications would 
continue to focus on encouraging people to file claims within the 3 month claims 
deadline.  Therefore, officials doubt that extending claims deadlines will materially 
increase late claims.  There remain strong incentives for claimants who know of 
damage to make claims sooner, rather than later. 
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Following the public release of submissions Treasury consulted the Ombudsman 
and Human Rights Commission on claims filing deadlines.  Both support retaining 
the proposed 2 year filing deadline.  The letter from Assistant Ombudsman 
Emma Leach is attached (Annex Three).   

In considering this proposal the key judgment is how to balance the schemes 
strategic objectives – supporting high levels of disaster insurance coverage over 
insured residential property – against the administrative benefits of a long-stop 
claims deadline.  Denying EQC cover to a claimant who thought they were 
insured can have major financial implications for that claimant.  Therefore, the 
Government recommends retaining the 2 year deadline proposed in the Bill.   

However, the Government has carefully considered the questions raised by the 
Committee regarding permitting claims beyond 2 years, either generally, or only 
in exceptional circumstances.   

As a result, the Government now recommends amending the Bill to retain the 
ability in the current Act make available by regulation the ability for EQC to 
consider claims lodged beyond 2 years after the damaging event.  This is 
discussed further below. 

Issue 2: Extending 2 year claims deadline, and deadline for claims in 
“exceptional circumstances” by regulation 

Comment  

Schedule 3 clause 7(1)(a) and Schedule 3 clause 7(2) of the current Act allow the 
specified deadlines for the reporting of claims (within 30 days or 3 months 
respectively) to be extended by regulation.  
 
The current Bill retains the power to extend the 3 month claims deadline by 
regulation, but not the 2 year claims deadline.    
 
The Government recommends amending the Bill to include 2 complimentary 
measures: 

1. The ability to extend the Bill’s proposed 2 year deadline by regulation 
(as well as the 3 month deadline, the Bill currently proposes); and 

 
2. The retention of the current Act’s ability to re-establish by regulation 

the ability of EQC to accept late claims (beyond 2 years) in 
“exceptional circumstances”, i.e. if the natural disaster damage is not 
immediately apparent, or if the insured person is unable by absence 
or incapacity to lodge a timely claim.    

The combined effect of these proposals, if enacted, is that future governments 
would have the flexibility to extend by regulation the 2 year deadline (where the 
late claim would be subject to the “material prejudice” test proposed in the Bill), or 
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introduce a further exceptional circumstances test for late claims 2 years (subject 
to the material prejudice test, plus claim lateness would need to be due to 
damage not being immediately apparent, or absence or incapacity of claimant).  

This approach is consistent with the Act’s current framework regarding regulation 
of claims deadlines, and retains flexibility to either extend the 2 year deadline or 
introduce a longer “exceptional circumstances” deadline in future, either in 
response to a future event, or for broader policy reasons (as proved useful 
following the Canterbury earthquakes).   
 
Officials expect that issues regarding EQC claims filing deadlines are likely to be 
further considered as part of the Government response to the statutory inquiry.   

Background to changing claims deadlines by regulation: provisions 
regarding claims deadlines in the existing Act 

Schedule 3 clause 7 of the Act includes the following provisions regarding claims 
deadlines: 
 

“7 Reporting of claims 

(1) On the occurrence of any natural disaster damage to any 
property insured under this Act, the insured person shall at his or 
her own expense— 
(a) within 30 days (or such longer time as may be prescribed by 
regulations made under this Act) give notice thereof, either orally 
or in writing, to the Commission;…  

(2) Notwithstanding subclause (1), if natural disaster damage is not 
immediately apparent, or if the insured person is unable by his or 
her absence or incapacity, or by other disability suffered by him or 
her and proved to the satisfaction of the Commission, to give 
notice, or deliver a claim to the Commission, at or within the 
required time, it shall be sufficient compliance with this clause for 
notice to be given to the Commission as soon as the natural 
disaster damage is apparent or the insured person is able to do so, 
so long as the notice is given within 3 months (or such longer time 
as may be prescribed by regulations made under this Act) after the 
natural disaster damage has taken place, and the Commission is 
not prejudiced by the lapse of time.” 

Following the Canterbury earthquakes, in 2010 the 30 day deadline in clause 7(1) 
was extended by regulation to 3 months.  Therefore clause 7(2) is no longer 
operative.  The Bill amends the deadline in schedule 3 clause 7(1) to 3 months, 
and replaces clause 7(2) with the 2 year claims filing deadline, subject only to the 
material prejudice test. 



 

Treasury:3978045v1  17 

Recommendations 

Note the submissions regarding moving to a 1 year claims filing deadline and the 
addition of additional qualifying criteria for EQC considering late claims; 

Note that the as-introduced Bill enables the 3 month, but not the 2 year, claims 
filing deadline to be extended by regulation (Order-in-Council); 

Agree that the Bill be amended to introduce a power to extend the 2 year claims 
filing deadline by regulation; and  

Agree that the Bill be amended to retain existing EQC Act late claims provisions 
that would permit making future regulations to: 

• enable EQC to accept late claims beyond 2 years in specified 
exceptional circumstances (i.e. the natural hazard damage did not 
become apparent until well after the damage-causing event, or the 
insured person was unable by their absence, incapacity or by other 
disability to make a claim, and that the delay has not materially 
prejudiced EQC’s ability to assess the claim); and 

 
• specify any deadline for accepting such claims.  
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Information Sharing  

Issue: The Bill clarifies the purposes for which EQC collects claims-related 
information  

Submissions 

ICNZ, IAG, Tower, Office of the Privacy Commissioner (OPC), Legislation Design 
and Advisory Committee (LDAC) 

Insurers support the proposals.  Although the OPC supports the policy intent of 
the proposals, OPC and LDAC had concerns with the Bill’s proposed drafting.  

Comment 

Officials have consulted OPC on its concerns and OPC’s submitted suggested 
Bill drafting amendments that address them.  Officials consider that the drafting 
proposed in OPC’s submission provides a good basis for redrafting the Bill’s 
current information-sharing provisions to address OPC and LDAC concerns while 
still delivering the policy intent of the Bill as introduced. 

Background 

In response to submissions, the Committee asked for more information on the 
intent of the proposed provisions.   

The Bill clarifies that EQC may collect (and therefore share) claim-related 
information for four purposes: 

1. preventing or lessening a threat to public health or public safety or to 
the life or health of any individual; 

2. the administration of the Act or the performance by EQC of its 
functions; 

3. facilitating natural disaster preparedness, response, or recovery 
(including settlement of insurance claims by insurance companies); 
and 

4. making property-related information publicly available. 

Purpose (1) responds to a recommendation (94) of the Canterbury Earthquakes 
Royal Commission, 2  which recommended that the Earthquake Commission Act 
be amended to allow for disclosure of information.  The Royal Commission’s 
proposed drafting was “...for the purpose of preventing or lessening a threat to 
public health or public safety or to the life or health of any person”. 
 

                                                
2  The Royal Commission noted that the privacy provisions of the Earthquake Commission Act 1993 inhibit the 

sharing of information and recommended that the Earthquake Commission Act 1993 should be amended to 
allow for disclosure of information that may affect personal safety (see the Royal Commission’s Final Report 
Volume 4 Section 1). 
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Purposes (2) and (3) are intended to support core EQC functions, including 
working with insurers and others to settle claims.  The absence of clear statutory 
guidance on this has at times hampered EQC’s ability to share claims information 
with insurers.  These clarifications address EQC’s ability to share claim-related 
information (including, where relevant, information about the claimant) in carrying 
out its functions under the Act.  

Purpose (4) is to facilitate the release of property-related claims information held 
by EQC for broader public policy purposes, including to local government.   

Property-related information is a defined term that includes information about 
natural disaster damage to a property and any resulting EQC claims, assessed 
costs and repair methods, and settlement amounts, but does not include any 
information about a claimant personally.  This will facilitate EQC, entirely at its 
own discretion, making property-related information publicly available or sharing 
property information with other people, agencies, or local government, when it is 
in the public interest to do so.    

Recommendation 

Accept the OPC and LDAC submissions as a basis for revising the drafting of 
the Bill’s information-sharing provisions while retaining the Bill’s current policy 
intent (with amendments for the revision-tracked version of the Bill being 
developed in consultation with OPC, based on draft text included in OPC’s 
submission). 
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Commencement and transitional provisions  

Transition and commencement: start date 

Issue 1: Linking commencement of some parts of the Bill with Fire and 
Emergency New Zealand (FENZ) Act changes 

Submission 

ICNZ, IAG, Tower.  
 
Insurers submitted that EQC Act changes in Part 2 of the Bill (the increase in the 
monetary cap on building cover, and the exit of EQC from contents cover) be 
decoupled from the commencement of certain provisions in the FENZ Act.  
  

Comment 

The Bill provides for a transitional period before the cessation of contents and 
increase in building cover come into force.   

 
Currently the commencement date of those provisions is when certain FENZ Act 
changes coming into force.  This was in response to insurer wishes that the 
FENZ and EQC changes be implemented on the same day (or with a gap of at 
least 12 months).  When the Bill was being drafted this date was expected to be 1 
July 2019.  However, the FENZ commencement date has now expected to be 1 
July 2020.  

 
ICNZ and insurers now submit that the commencement date should be set by 
Order-in-Council, in order to avoid the uncertainties of the FENZ date.   

 
In subsequent consultations, following oral hearings, ICNZ advised us that: 

 
“ICNZ and its members support the early implementation of this Bill 
and in no way wish to be perceived to be seeking its delay.  A 
commencement date of 1 July 2019 is potentially achievable, but it will 
be extremely challenging for some members to achieve and would 
require the following conditions to be met: 
 
o An absolute assurance no later than 31 July 2018 that the Bill 

will pass with the building cap being increased to $150,000 
(excl. GST) and contents removed. 

o Enactment no later than 31 December 2018 
o Assurance that periodic policies will be required to be changed 

only on their annual anniversary and not on renewal”. 
 

The Government supports commencement being on the originally-envisaged 1 
July 2019 date.  The Government sees merit in the changes to building and 
contents cover taking effect as soon as practicable.  These changes will better-
positon EQC to respond to future disasters.   
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The first two ICNZ conditions reflect current Government policy and intentions 
regarding passage of the Bill.  The last ICNZ condition regarding periodic policies 
is a technical one, that officials advise elsewhere in this report to accept (further 
detail in Commencement and Transitional Arrangements in Annex One). 
 
Therefore the Government recommends that the commencement provisions of 
Part 2 of the Bill specify a commencement date of 1 July 2019.  In order to 
maintain some flexibility regarding commencement, the Government also 
recommends that the Bill adopts submitters’ proposals that the Bill also include 
provisions to enable the commencement date of Part 2 to be determined by 
Order-in-Council.  While the Government is seeking commencement on 1 July 
2019, some flexibility in commencement will be useful if the 1 July 2019 date 
proves beyond the reach of insurers, for instance if an intervening large-scale 
natural disaster forced a delay in implementation. 
 

Recommendations 

Agree to set the commencement date for Part 2 of the Bill at 1 July 2019; and 
 
Agree the Bill include provision to defer the commencement date by Order-in-
Council. 
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OTHER MATTERS RAISED 

Issue: Claims lodgement: Claims lodged with private insurers be 
deemed to be lodged with EQC 

Submissions 

ICNZ, IAG, Tower.  

Submitters propose that natural disaster claims lodged with private insurers be 
deemed to also be lodged with EQC.  

Comment 

These submissions are similar to previous government proposals regarding 
future changes to the EQC scheme.  The 2015 public discussion document New 
Zealand’s Future Natural Disaster Insurance Scheme sought comment on a 
proposal that all EQC claims be required to be lodged with claimants’ private 
insurers.  These submissions do not propose making it a requirement to file EQC 
claims with the claimants private insurer, but if the claimant does file a claim with 
their private insurer, the claim would be deemed to also be filed with EQC.  

Improving the post-disaster claims handling experience is a priority for the 
Government.  However these issues are best addressed in an anticipated future 
EQC amendment bill.  

Recommendation 

Note the submission. 

 

Issue: Clarifying what is the residential component of multi-use 
buildings  

Submissions 

Marion Square Apartments  

The submitter proposes that the Bill include additional clauses to clarify the basis 
for determining what is a residential building. 

Comment 

Background 
EQC insures against natural disaster damage to dwellings and residential 
buildings.  Dwelling and residential buildings are different concepts with different 
definitions.  The Act defines a dwelling as (in part) “…any self-contained 
premises which are the home or holiday home.”  A residential building is the 
building or parts of a building covered by EQC, including the dwellings.  
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If 50% or more of the total area of a building is made up of dwellings, EQC will 
cover damage to any part of the building, up to the monetary cap.  If a building is 
under this threshold (i.e. less than 50% of its area is dwellings) EQC will only pay 
for damage to the parts of the building with dwellings, appurtenant structures and 
services. 
 
In the case of Marion Square Apartments, although, as noted in the submission, 
the apartments suffered some damage that EQC accepted a claim for, much of 
the damage occurred in parts of the building that EQC has determined are 
outside the EQC cover.  Therefore the applicability of EQC cover to that damage 
hinges on whether the building as a whole is over or under the 50 percent 
dwelling threshold  under the Act.   

Discussion 

It has long been recognised that multi-dwelling and multi-use buildings can 
generate complex insurance and repair issues.  Officials’ consider that these 
issues, including the definition of residential building, are best addressed in an 
anticipated future EQC amendment bill that can draw on the work and conclusion 
of the anticipated statutory inquiry into post-disaster claims handling matters.    

Unless it was retrospective, any changes to the residential building provisions 
would not assist the submitter with their current claim.  The submitter appears to 
be seeking a forward-looking amendment to change the future definition of 
residential building in the Act.     

Recommendation 

Note the submission. 
  



 

Treasury:3978045v1  24 

ANNEX ONE: PUBLIC SUBMISSIONS AND 
CONTRIBUTIONS 

Submissions to Select Committee 

Submitter Oral submission  

Legislative Design and Advisory Committee  

Insurance Council of New Zealand Yes 

Tower Insurance Yes 

IAG  Yes 

Privacy Commissioner  

Human Rights Commission  

National Council of Women Yes 

Risknet Limited (Stuart Fletcher) Yes 

Marion Square Body Corporate Yes 

Adrian Cowie Yes 

Ian McLean (former Chair of EQC) Yes 

James Carpenter  

Lawrence Roberts  

Murray McRae  

Roger Hallinan  

Sara Sollitt  
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ANNEX TWO: QUESTIONS RAISED BY THE COMMITTEE 

Questions raised by the Committee in response to the initial briefing and 
submissions  

When the Committee met on 27 June 2018 to hear the initial briefing and oral 
hearings, members of the Committee raised the following questions and 
information requests.  This report either addresses these directly, or in responses 
to the relevant submissions: 

 

Building cover 

• More information about the rationale, numbers, policy, and trade-offs 
behind the figure of $150,000 for the building cap.   

• What would be the effect if the minimum EQC cover of $1,000 per 
square metre were abolished?  Why are there two limits on coverage; 
i.e. per square metre and the $100,000 cap? 
 

Claims filing deadline 

• More information about the rationale for increasing the time to submit 
claims to 2 years- why this number?  Relatedly, why are we not 
following the Insurance Law Reform Act approach? 

• Is there data on how many claims are lodged after the current 3 
month limit?  

• Advice on the merits of a third unlimited period in which submitters 
can make a claim in “exceptional circumstances”. People who met 
this criteria (e.g. because of a mental or psychical disability) could 
submit claims into perpetuity.  

 

Information sharing 

• More information on the two aspects of the information sharing 
provisions – claims settlement, and releases for public interest. 

 

Other matters 

• Why can’t claims be lodged and managed by private insurers – with 
EQC acting more as a reinsurer?  What are the issues? 

• What is the timeline for the upcoming public inquiry into Canterbury 
earthquake claims and the second EQC Bill?   

• Can concerns raised in the Marion Square Apartments submission 
can be addressed in this Bill? 
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ANNEX THREE: LETTER OF 4 JULY 2018 FROM 
ASSISTANT OMBUDSMAN EMMA LEACH REGARDING 
EQC CLAIMS FILING DEADLINES 

 

 
 

[35]
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ANNEX FOUR: SUMMARY OF SUBMISSIONS ON THE EARTHQUAKE COMMISSION AMENDMENT BILL 2018 

 

Increasing the EQC monetary building cap (Clause 8) 
Submission  Response Recommended 

Action 
Concern over the potential for increases in private insurance cover to adversely affect low-
income earners (a significant proportion of whom tend to be women). 
(National Council for Women)   
 

This is one of the key issues considered in the body of this departmental report.  

A key strategic goal of the EQC scheme is to keep home insurance affordable, so the great 
majority of homeowners buy insurance, including homeowners in higher-risk areas.  
Increasing the building cap to account for some of the cost increases since the cap was 
initially set supports this goal. 

 
Note the submission 
 
 

Increase cap to $200,000 (plus GST). 
(Marion Square Body Corporate) 
 

This is one of the key issues considered in the body of this departmental report. 

 

 
Note the submission 

Longer-term, would prefer that the cap is removed and a move to a risk sharing 
(proportional insurance) structure between EQC and private insurers. This preference 
arises from concern about the regressive nature of the cap (i.e. owners of larger, more 
expensive buildings benefit more from EQC cover than owners of smaller, less expensive 
buildings but pay the same premium).  The lower the cap, the bigger the problem. 
 
For the short-term, the Bill should: 

• have a higher cap (i.e. greater than $150,000) because the increase from 
$100,000 to $150,000 is significantly less than the increase in the cost of 
building an “average” house since 1993; and 

• include provision for annual adjustment to cap in line with building costs index. 
(Ian McLean, former Chair of EQC)  
 

As acknowledged by the submitter, removal of the cap would be a fundamental change to the 
scheme and is outside the scope of this Bill. 
 
Periodic adjustments for building cost increases are appropriate.  However, as evidenced by 
events since 1993, an automatic, annual adjustment is not necessary to maintain an effective 
EQC scheme.   

The 2015 discussion document on reform proposals for the EQC Act proposed that the EQC 
Act require at least five-yearly reviews of EQC monetary caps and excesses.  Officials 
support regular reviews of EQC monetary caps and excesses.  However this issue is outside 
the scope of this Bill.  Officials expect that this issue will be considered for inclusion in the 
anticipated future EQC amendment bill. 

 
Note the submission 
 

As an interim measure increase the building cap to $200,000 (plus GST) because 
$150,000 is too low.  Also, review every five years to ensure it is adequately aligned with 
increases in building costs. When the Act is further reviewed explore an alternative 
structure to a cap. 
(Human Rights Commission) 
 

See response to Marion Square Body Corporate and Ian McLean submissions above.  
Note the submission 

General support  
(Insurance Council of New Zealand, Tower Insurance, IAG, Lawrence Roberts, James 
Carpenter)  

No response necessary.    
Note the 
submissions 
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Removal of contents cover (Clause 9)   

Submission  Response  Recommended 
Action 

Support.  Seek further historical information from EQC to allow modelling of risk (15 years 
on a region/event basis). 
(Insurance Council of New Zealand and IAG) 
 

In response to the ICNZ and IAG submissions, on 27 June 2018 EQC provided ICNZ and IAG 
with 15 years of contents claims data.  EQC is willing to engage further with insurers on this if 
insurers wish. 
 

 
Note the 
submissions 

Support as it allows EQC to focus on buildings and increases EQC efficiency in that 
regard.   
 
Among other general observations about women and their interaction with insurers, 
expresses concern that private insurers: 

• will benefit financially from the change; 
• will have fewer ‘checks and balances’ than EQC does (i.e. as part of the 

Crown); and 
• may not settle all claims in a timely manner. 

Also expressed a view that advocacy for vulnerable customers was needed. 
(National Council for Women) 
 

ICNZ members have developed the Fair Insurance Code — a guideline that sets out industry 
best-practice standards for insurers in all their dealings with customers.  The operation of this 
Code and the Insurance and Financial Services Ombudsman provide a similar set of ‘checks 
and balances’ to those enjoyed by EQC customers. 

Both EQC and private insurers pay attention to the special needs of various categories of 
vulnerable customers and work closely with relevant support services. 

Officials’ expect that future policy work associated with the intended post-Inquiry EQC 
amendment bill will consider the question of alternative dispute resolution services for 
disputed EQC claims.     

 
Note the submission 

Not support.  Contents claims for Canterbury was handled well "with great care and 
consideration". 
(Murray McRae) 
 

Although there appears to be general satisfaction with EQC’s handling of contents claims, 
there is also strong support for removing contents cover from the EQC scheme because there 
is no longer a clear public policy interest in the provision of contents insurance, settlement of 
contents claims strains EQC’s ability to cope with major disasters, and private insurers have 
indicated that they will continue to offer adequate cover for residential contents after EQC 
withdraws from the market. 

 
Note the submission 

General support. 
(Human Rights Commission, Marion Square Body Corporate, Tower) 

No response necessary.    
Note the 
submissions 

  



 

Treasury:3978045v1  30 

Increase claims filing deadlines from 3 months to 2 years (Clause 7)  

Submission  Response  Recommended 
Action 

Submitter proposes reducing the proposed 2 year claims deadline to 1 year.  Concern over 
the prompt and timely notification of the claims.  Retain the current Schedule 3 s7(2) 
clause to provide clear scope and rationale for the extended timeframe. 
(Insurance Council of New Zealand) 
 
 
Do not support.  Prefers to retain 30-day timeframe (as per original enactment), with 
possible extensions up to 3 months and 1 year being subject to meeting various tests (e.g. 
owner absence, displacement, incapacity or disability) and that the claims lodgement delay 
does not prejudice ability to assess the claim.   
 
Submitter also suggests that any provision for longer timeframes, if required for large-scale 
events, should be by Order in Council.  For comparison, refers to 60-day and 3-month 
private insurance requirements related to notice of homes left vacant, and inspection of 
holiday homes and residential rental properties.   
(IAG) 
 
 
Not support.  Prefers the status quo.  Three months should be sufficient reporting period 
for consumer.  Any use of discretion by EQC should have clear criteria. Any consequential 
damage may not be covered by their private insurers as they may have inadvertently 
prejudiced their ability to avoid further loss. 
(Tower) 
 

This claims filing deadline is one of the key issues considered in the body of this departmental 
report. 

Regarding the ICNZ and IAG recommendation that late claims be subject to additional criteria 
(e.g. owner absence, displacement, incapacity or disability), officials recommend retaining the 
relevant provision in the Bill, which focuses on delay prejudicing the claim assessment.  This 
closely mirrors the equivalent provisions in the Insurance Law Reform Act regarding 
acceptance of late claims.   
 
Recommended Action 
 
Note the submissions regarding moving to a 1 year claims filing deadline and the addition of 
additional qualifying criteria for EQC considering late claims; 
 
Note that the Bill as introduced enables the 3 month, but not the 2 year, claims filing deadline 
to be extended by regulation (Order-in-Council); 
 
Agree that the Bill be amended to introduce a power to extend the 2 year claims filing 
deadline by regulation; and  
 
Agree that the Bill be amended to retain existing EQC Act late claims provisions that would 
permit making future regulations to: 
 
•  enable EQC to accept late claims beyond 2 years in specified exceptional circumstances 
(i.e. the natural hazard damage did not become apparent until well after the damage-causing 
event, or the insured person was unable by their absence, incapacity or by other disability to 
make a claim, and that the delay has not materially prejudiced EQC’s ability to assess the 
claim); and 
 
• specify any deadline for accepting such claims. 
 

 
Due to their length, 
the recommended 
actions are in the 
“Response” column.  
 

Change from 2 years to 18 months.  Range of views expressed by submitters on the post-
disaster challenges.  Comments extend beyond lodgement of claims to assessment and 
other matters. 
(National Council for Women) 
 

The submitter gave no reasons for the suggested alternative of 18 months.  However, other 
comments made suggest this was due to the submitter linking the claim notification timeframe 
with the time taken to process and settle a claim after it’s made.  These two things are not 
related. 

 
Note the submission 

Extension will lead to many disputes and arguments and potentially some false claims 
being paid. 
(James Carpenter) 
 

Disputes and fraud are inherent in any insurance scheme.  These issues can be effectively 
managed by having clear guidance for claimants on how to make and substantiate late claims 
(and information about the consequences of making false claims); and standard operating 
principles and procedures for EQC staff/contractors supported by adequate training and 
effective internal compliance/quality checks. 
 

 
Note the submission 
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Increase claims filing deadlines from 3 months to 2 years (Clause 7)  

Submission  Response  Recommended 
Action 

Concerned over the phrase "materially prejudice".  
(Lawrence Roberts) 
 

This issue of prejudice is already well established in insurance law and materiality is a 
legitimate consideration.  If the prejudice is not ‘material’ then EQC would be bound to accept 
notice of the claim after 3 months and before the expiry of 2 years after the natural disaster 
damage occurrence. 
 

 
Note the submission 

Not support.  Remove discretion of EQC to decline claims received after the three month 
period. For the purposes of consistency, the Commission recommends that further thought 
is given to the application of a bright-line rule to determine whether the claim time is 
extended to two years. 
(Human Rights Commission) 
 

It is desirable for insurance entitlements and rules around those entitlements to be 
unequivocal.  However, that is not always possible. 
 
There appears to be strong agreement among submitters that the EQC Act must be clear that 
all claims should be notified as soon as practicable and, ideally, within a relatively short time 
after the loss occurs.  This supports speedy recovery and enables any necessary checks to 
be made as close as possible to the time of the loss, so loss attribution can be readily 
confirmed in the absence of confounding issues that accrue over time (e.g. natural 
weathering, traffic, and general wear and tear). 
 
The current and proposed three-month period is the ‘bright line’, beyond which EQC needs to 
be able to exercise discretion around ‘prejudice’ in a similar manner as other insurers. 
 

 
Note the submission 
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Information Sharing (Clause 5)   

Submission  Response  Recommended 
Action 

Purposes for which information may be collected and shared 
 
Supports the policy intent to provide greater certainty for EQC as to when it can release 
information to settle insurance claims and wider public purposes. 
 
However, is concerned that the current drafting of Bill may have unintended consequences for 
privacy and lead to greater complexity for EQC.  Proposes removal of clause 31A and 
amendments to the Bill to provide for routine purposes for which EQC collects information. This 
will allow EQC to disclose information with greater certainty, including personal information 
within the rights and protections provided by the Privacy Act.  
 
Potential alternative drafting proposed in the submission is: 
 
Purposes for which Commission may collect information  
(1) The purposes for which the Commission may collect information include:  

(a) the administration of this Act and the performance by the Commission of its functions  
(b) facilitating natural disaster preparedness, response, or recovery (including settlement of 
insurance claims by insurance companies)  
(c) making information about a property available, including publicly available, to facilitate 
access by any person with a legitimate purpose for access. 

(Privacy Commissioner (OPC)). 
 
Concern raised over excluding property-related information from definition of "personal 
information".   
(Legislative Design and Advisory Committee) 
 

Officials consider that the drafting proposed by the Privacy Commissioner regarding the 
purposes for which EQC collects information provides a good basis for a superior drafting 
solution for the information collection and sharing provisions.   
 
Officials have been working with PCO and OPC on revised draft text, based on the OPC 
submission, for inclusion in the Revision-Tracked version of the Bill.     
 
 

 
Accept the 
submission  
(revised drafting to be 
developed by PCO) 
 
 
 
 

Threat to life or public safety 
 
The submitters propose the following drafting if EQC is concerned about releasing non-
personal information in relation to a serious threat. 
 
Release of information related to a serious threat 
The Commission may release information held by the Commission if it believes, on reasonable 
grounds, that disclosure is necessary to prevent or lessen a serious threat (as defined in 
section 2(1) of the Privacy Act 1993) to —  
a) public health or public safety; or  
b) the life or health of the individual concerned or another individual. 
 
(Privacy Commissioner) 
(Legislative Design and Advisory Committee) 
 

The inclusion of clause 31A(1)(a) and the reference to “preventing or lessening a threat to 
public health or public safety or to the life or health of any individual” is a direct response to 
recommendation 94 of the Canterbury Earthquakes Royal Commission that “Section 32(4) 
of the Earthquake Commission Act 1993 should be amended to allow for disclosure of 
information that may affect personal safety”. 
 
Following further consultation with OPC, officials recommend accepting the OPC 
submission.  OPC note the Royal Commission’s recommendation pre-dates Parliament’s 
2013 widening of principle 11(f) (that the disclosure of the information is necessary to 
prevent or lessen a serious threat). 
 
Therefore EQC consider that accepting the OPC submission will not hamper the release of 
information in the situations envisaged by the Royal Commission.  
 

 
Accept the 
submission  
(revised drafting to be 
developed by PCO) 
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Information Sharing (Clause 5)   

Submission  Response  Recommended 
Action 

Protections and processes regarding released information 
 
Submission refers to Privacy Act protections around ability to check and request that 
personal information be corrected. 
(Privacy Commissioner). 
 
Submitter suggests that EQC could consult the Privacy Commissioner on a potential 
guidance document explaining what “personal information” means in the EQC context. 
 
Recommendations there be a notification requirement on release of information. 
(Legislative Design and Advisory Committee).  
 
Not support.  Permissive clause gives no consideration to the individual whose information 
is being released and may want to challenge the intent or content being released. Need to 
retain the protections afforded by the Privacy Act.  Suggestion of new sub-clause to allow 
for correction of inaccurate information.  Suggests the exclusion of "settlement amounts" 
from the Bill. 
(Lawrence Roberts)  
 

For information held by EQC that is personal information, the privacy principles will continue 
to apply. 
 
Specific guidance from the Office of the Privacy Commissioner (OPC) on what personal 
information means in the EQC context would be helpful.  EQC has consulted the OPC on 
privacy matters in the past and expects to do so in future. 
 
The suggested notification requirement is problematic and undermines the policy objectives 
of the proposals in the Bill to facilitate the sharing of claims-related information for 
prescribed purposes.  It is likely to create major inefficiencies in claims handling and should 
not be necessary where general property information is shared or published for public 
interest reasons.  In some cases the property may have changed hands several times 
before the information is shared or published. 
 
If enacted, future EQC claims documentation will likely contain information for claimants on 
EQC’s information-sharing powers (and the expectation that they will be used), making a 
notification requirement redundant.   
 
Notwithstanding EQC’s view that the notification of release of property-related information 
not be mandatory, EQC note that it has the discretion to notify claimants regarding the 
release of property-related information, should circumstances arise where that is 
appropriate. 

 
Note the submissions 

Support.  Also seeking information disclosure with respect to fraud, including where fraud 
has occurred or is suspected on reasonable grounds. 
(Insurance Council of New Zealand)  
 
General support 
(IAG, Tower) 

ICNZ subsequently clarified with officials that the information sharing sought here is limited 
to the sharing of data with respect to the claims history on a property.   
 
Officials consider that the proposed information collection and sharing provisions, amended 
as discussed elsewhere in this report, will achieve this.  

 
Note the submission 

Support.  In part the position is based on the Privacy Commissioner's endorsement (not 
supported in Privacy Commissioner’s submission) 
(Human Rights Commission) 

See response above to Privacy Commissioner’s submission  
Note the submission 
 

Support.  Focussed on the health and safety aspects of the policy.  Concerns raised over 
the maintaining the privacy of personal information. 
(National Council for Women).  

See response above to Privacy Commissioner’s submission  
Note the submission 

Opposed to the disclosure provisions of the Amendment Bill.  Concern expressed across a 
range of areas including volume of information held by EQC, what information will be 
released, protection of private information and timeframes for release. 
(Risknet ltd) 

See response to Privacy Commissioner’s submission.   
 
This submitter seems to have missed that the Bill does not create a new information release 
pathway or obligations.  The Bill proposes that EQC can continue to choose if and when to 
release any information.   

 
Note the submission 
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Commencement and transitional arrangements (Clause 2) 
Submission  Response  Recommended 

Action 
Concerns over the increasing uncertainty with the Fire and Emergency New Zealand 
(FENZ) Act changes and considers there is a need for an 18-month transition for certain 
provisions (p3). 
 
Recommend that the Bill is amended to: 
 

• Decouple EQC Act changes in Part 2 of the Bill from commencement of the 
FENZ changes and to provide for entry into force on date set by Order in 
Council.  Suggests that this would give the relevant minister and Cabinet the 
flexibility to determine and confirm the appropriate date for changes to come 
into effect, having regard to the specific transitional issues, the wider context 
and in consultation with affected parties. 

• Amend clause 11 of the Bill to: 
o replace “entered into before” with “where the period of insurance 

commences before” or similar; and 
o provide that in relation to “periodic policies”, the existing sections of the 

Act continue to apply until the “anniversary date” of such policies. 
(Insurance Council of New Zealand, IAG, Tower). 
 

The commencement date of Part 2 of the Bill (the changes to contents and building cover) is 
one of the key issues considered in the body of this departmental report.   

The Government is seeking a commencement date of 1 July 2019 (with an ability to defer 
that date by Order-in-Council, if circumstances dictate).  

The proposed amendments to clause 11 of the Bill would be useful technical clarifications.   
 
Insurers expressed concern about the implementation of these changes in respect of their 
“periodic policies”. These policies do not roll over on an annual basis but in some cases 
renew on monthly or even fortnightly basis. The concern is that under the Bill as introduced, 
periodic policies would move to the new arrangements on the first renewal following 
commencement.  This would cause an unnecessary administrative and compliance burden 
on insurers. IAG’s submission on the Bill notes that about 22% of IAG house and contents 
policies are periodic policies and therefore roughly 29% of affected policies would need to 
reflect the new residential property cap within one month of commencement.    
 
Insurers seek changes so that periodic policies become subject to the new provisions on the 
anniversary date of the policy.  This would result in periodic policies moving to the new 
arrangements over the course of 12 months, as will be the case with other types of 
insurance policy affected by the Bill, and is the policy intent of the existing provisions in the 
Bill. 

 
Agree that the Bill 
specify a 1 July 2019 
commencement date 
for Part 2 of the Bill.  
 
Agree the Bill include 
provision to defer that 
commencement date 
by Order in Council.  
 
Accept the 
submissions 
regarding changes to 
clause 11 of the Bill to 
clarify when the new 
EQC contents and 
building cover applies 
to existing policies. 
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Other suggestions/ recommendations/ concerns   

Submission  Response  Recommended 
Action 

Recommends that the Bill does not proceed at all and that all insurance provisions in the 
EQC Act are removed, leaving insurance for natural disasters entirely to the private sector. 
(Adrian Cowie) 
 

The submitter’s wider concerns about the EQC Act and the EQC scheme go beyond the 
scope of the Bill.  Such fundamental concerns would be better directed to the Inquiry. 

 
Note the 
submission. 

Proposes that the following, March 2018, recommendation of the UN Committee on 
Economic, Social and Cultural Rights (CESCR) should be considered in the context of the 
amendments to the Bill, and in the subsequent review of the Act. 
 

“It recommended that the State party:  
Strengthen its efforts to swiftly process the outstanding claims arising from the 
Canterbury earthquakes, including by establishing a well-equipped specialized 
tribunal, and promote the implementation of the recommendations made by the 
Human Rights Commission in its monitoring report, “Staying in the red zones”  

(Human Rights Commission) 
 

The Bill is intended to address some of the issues covered by the submission, albeit more for 
the benefit of future EQC claimants than for those affected by the Canterbury earthquakes.  
Broader issues covered by the UN CESCR recommendations and Human Rights 
Commission report will be better addressed by the Inquiry and any subsequent amendment 
Bill. 

 
Note the submission 

Remove investment restrictions on EQC (point 7) - albeit as part of further reforms. 
(Ian McLean)  
 

This issue is outside the scope of the Bill.  
Note the submission 

Concern that the Bill is applied "fairly and appropriately".  "Who will monitor those that 
make decisions?" 
(Murray McRae) 

There are many checks and balances that apply to EQC decision-making.  As a Crown entity 
EQC is subject to government monitoring by the Treasury and the responsible Minister.  The 
Ombudsmen, Auditor General, Human Rights Commission and Privacy Commissioner (for 
example) can all investigate complaints about EQC. Private insurers and, where relevant, 
reinsurers also play a part in holding EQC to account for its decisions, as do the Courts when 
EQC is faced with litigation.   
 

 
Note the submission 

Submitter supports simplifying and speeding up the handling of claims.  
(Sara Sollitt) 

No response necessary.    
Note the submission 

EQC needs to be "customer focussed claim handling system".  Consideration should be 
given to charging a premium for land.  
(James Carpenter) 

The Bill is intended to help with ensuring better, more customer focused outcomes for 
claimants.  Wider issues will be addressed by the Inquiry and subsequent EQC amendment 
bill. 
 
The issue of EQC premiums is outside the scope of the Bill. 
 

 
Note the submission 

Need to ensure that the new legislation is Plain English.  The Bill lack options or 
protections for claimants that disagree with EQC (assessments, decisions or actions).  
Suggestions to amend "replacement value" clauses. 
(Lawrence Roberts)  

These issues are outside the scope of the Bill.  The submitter will be able to raise these 
issues with the Inquiry. 

 
Note the submission 
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Other suggestions/ recommendations/ concerns   

Submission  Response  Recommended 
Action 

Range of suggestions to additional amendments to the Act – name of the Bill, 
interpretation, e.g., replacement cost not replacement value, replace clauses 19(b), 31(a) 
etc. 
(Roger Hallinan) 
 

These issues are outside the scope of the Bill.  The submitter will be able to raise these 
issues with the Inquiry. 

 
Note the submission 

All EQC assessors need to be properly trained in disaster assessment and give sufficient 
time to deal with each client. Concerns over potential that reforms will have to reduce the 
affordability of insurance cover for women. Also, concerned that women feel more 
vulnerable in their interactions with EQC.  
(National Council for Women) 
 

Most of these issues are outside the scope of the Bill.  The submitter will be able to raise 
issues with the Inquiry. 
 
The concern about affordability raised by this submitter is addressed in the response above 
about the change to the building cap and removal of contents cover. 

 
Note the submission 

Claims lodged with private insurers be deemed to also be lodged with EQC. 
(Insurance Council of New Zealand, IAG, and Tower) 
 

These issues are outside the scope of the Bill.  Submitters will be able to raise these issues 
with the statutory inquiry. 
 
Officials anticipate that claims lodgement issues will be addressed in the intended next EQC 
amendment Bill. 

 
Note the submission 

FENZ funding should be decoupled from insurance as it is in the UK.  
(Tower) 

FENZ issues are outside the scope of the Bill and ERC Act.    
Note the submission 

Submission primarily relates to the need for clearer definitions of mixed use buildings to be 
included in the Amendment Bill.  The submitters are seeking specific legislative guidance 
on "common areas" and their treatment for the purposes of EQC cover.  The Body Corp 
has a disputed claim with EQC.   
(Marion Square Body Corp) 
 

Submission out of scope of this Bill.  These points may be considered during the intended 
statutory inquiry and subsequent EQC amendment bill. 

 
Note the submission 

Include specific fraud clauses in the Act.  Concerned over the lack of transparency in cash-
settled claims that funds used to undertake actual repairs.  This should also include finite 
timeframes for completion of works.  Inclusion of audit requirements in the EQC Act to sign 
off for completion and quality. Other points/issues include a justice system overhaul, and 
that EQC failed from within in (e.g. culture, poor quality work etc).  
(Risknet ltd)  
 

Information sharing to combat fraud is addressed in the response to the ICNZ and IAG 
submissions on that issue. 
 
The other issues are outside the scope of this Bill.  These may be considered in development 
of the EQC amendment bill that will follow the statutory inquiry. 

 
Note the submission 
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