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Treasury Report:  Modernising the Earthquake Commission Act: 
Technical Issues 

Executive Summary 

This paper seeks your agreement to a number of recommendations to either make changes 
to the Earthquake Commission Act 1993 (EQC Act) or otherwise retain the status quo. The 
recommendations relate to Earthquake Commission (EQC) and insurer interactions, EQC 
cover,  and Natural Hazard Notices.  

Your decisions on this report will inform a second Cabinet paper requesting your Cabinet 
colleagues’ agreement to proposed changes to the EQC Act. The decisions will enable the 
development of a draft bill, scheduled for introduction in the second half of 2021.  

EQC and insurer interactions  

Information gathering and sharing 

EQC needs to be able to obtain a range of information to enable it to perform its functions. 
To facilitate this, the Public Inquiry into the Earthquake Commission (the Inquiry) 
recommended: amending the EQC Act to require private insurers to advise EQC of 
policyholders’ locations and ownership; and considering how the 2019 changes to the EQC 
Act in relation to information sharing could enable better information sharing between EQC 
and private insurers.  

We are of the view that EQC has sufficient powers to obtain and share all the information it 
needs for the efficient and effective performance of its functions.  This includes requiring and 
sharing specific information as recommended by the Inquiry.  We are also of the view that 
EQC has the ability to share certain information where it is in the public interest to do so.  
Implementation of the 2019 changes is an operational matter with the key constraint being 
measures to ensure the protection of personal information. 

Consistent with the intentions of the Inquiry recommendations, we do, however, recommend 
some changes to clarify the information gathering and sharing provisions in the EQC Act to 
better support effective administration of the EQC scheme.  These include: enabling EQC to 
specify a reasonable timeframe within which information must be provided, and to set 
requirements around the form and format in which requested information is provided.  

EQC’s discretion regarding the insurer discount 

EQC premiums (levies) are payable to EQC by the private insurer when the insurer issues a 
relevant insurance contract.  At the same time, the premium amount becomes a debt due by 
the insured person to the insurer and may be recovered by the insurer. The EQC Act 
provides that, subject to any regulations made under the EQC Act, EQC may, “as it thinks 
fit”, discount the premiums payable to EQC by private insurers. EQC currently exercises this 
discretion to allow private insurers to retain 1 of the premiums payable to EQC. 
This totalled almost  in the 2019/20 financial year.  

The discount is long-standing and appears to have been intended to enable insurers to be 
compensated for their costs in collecting EQC levies.  Enabling discounts or retainers for 
private persons required to collect a government tax or levy are unusual, but not unique. We 
recommend removing the discount. Removing the discount would align the EQC Act with the 

 
1  The  appears to date back to at least 1944, as it was mentioned in the Hansard record of the debate on the 

then War Damages Bill.  Hansard vol 266 p 622, 28 September 1944 refers. 
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standard government policy and legislative approach. 
 

  While we see no grounds for a change to insurer premiums if the discount were 
removed, it is possible that insurers would reference such removal in communications to 
customers if and when they increase premiums for other reasons.  If you decide to retain the 
discount, we recommend changes to the EQC Act to set clear parameters around how the 
discretion is exercised and publicised.  
 

What EQC covers 

Changes and clarifications for building and land cover excesses 

An excess is the amount the claimant must pay themselves if they decide to make a claim. 
As a small portion of the insured risk, its primary purpose is to help prevent large numbers of 
low value/minor damage claims from consuming claims handling capacity. Having an excess 
contributes to the affordability of EQC cover, but it is also important that the excess amount 
is set at a level that most claimants can reasonably be expected to pay.   
 
EQC excesses are set via regulations made under the EQC Act. The current excess 
provisions are complex and create uncertainty for claimants and EQC. The Treasury and 
EQC consider that a fixed flat-rate excess on EQC cover is preferable to the status quo. We 
recommend a flat-rate building and land cover excess totalling $1,000 GST inclusive (that is, 
$500 each) as this balances efficiency, acceptability/affordability, and recovery concerns. 
The Treasury is also recommending that the maximum excess amounts for building and land 
claims for multi-unit buildings (MUBs) is set at $50,000 (GST inclusive), along with changes 
to the way in which the actual excess amounts are calculated for MUBs. EQC recommends 
retaining the status quo for MUBs.  The Treasury and EQC also differ on whether excesses 
should be GST inclusive.  Alternate recommendations on both these issues are presented for 
your consideration. 

Updating the exclusions from EQC cover listed in the EQC Act 
The current EQC Act includes a list of exclusions at Schedule 2 titled ‘property not insured by 
this Act’. Updating the exclusions will provide clarity regarding what is covered by EQC. We 
propose: 

• updating the list of exclusions, including to further clarify that the EQC Act no longer 
covers contents, and other minor clarifications;  

• creating a new regulation making power to enable regulations to be made listing 
exclusions from the scope of EQC cover; and  

• shifting the list of exclusions from EQC cover currently located in Schedule 2 to 
regulations made under the new regulation making powers, to provide for future 
flexibility. 
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Treasury Report:  Modernising the Earthquake Commission Act: 
Technical Issues 

Purpose of Report 

2. This report seeks your agreement to a number of recommendations to change the 
Earthquake Commission Act 1993 (the EQC Act), or to otherwise retain the status quo. 
The recommendations relate to Earthquake Commission (EQC) and insurer 
interactions, EQC cover,  and Natural 
Hazard Notices.  

3. Your decisions on the recommendations in this report will form the basis of a second 
Cabinet paper requesting policy decisions to be presented to Cabinet later this year 
(along with your decisions on the Treasury reports Modernising the Earthquake 
Commission Act: Claims Handling and Settlement, Additional Issues and Modernising 
the Earthquake Commission Act: Aligning with the Crown Entity Framework). The 
decisions will inform the development of a draft bill, scheduled for introduction in the 
second half of 2021.  

Analysis 

Information gathering and sharing  

The information that EQC needs to obtain 

4. EQC must be able to obtain the information it needs to: 
• understand the general characteristics and ownership of residential property 

covered by the EQC insurance scheme because of private insurance contracts; 

• conduct loss-modelling to understand EQC exposures; 

• inform calculations and recommendations about the setting of appropriate EQC 
premiums;2 

• confirm private insurers are correctly collecting and passing on to EQC all the 
EQC premiums paid by policy holders within required timeframes;3 

• optimise reinsurance or other EQC risk transfer arrangements; and 

• inform and contribute to whole-of-government initiatives related to natural 
hazards and natural disaster preparedness, response, or recovery. 

 
5. EQC negotiates operational arrangements with private insurers around matters such as 

claims handling and information sharing.  Managing commercial and other sensitivities 
around the information required and shared between affected parties and others with a 
legitimate interest requires great care and forethought.   

 
2  Activities connected with the proposal to have a funding and risk statement and regular reviews of key 

financial settings, including caps on EQC cover. 
3  Section 24(1) of the EQC Act requires that “The amount of the premiums for which any insurance 

company becomes liable under section 23 in any month shall be paid by the company to the Commission 
within 2 months after the end of that month”. 
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6. Although EQC has substantial information gathering powers it has indicated that, to 
help maintain positive working relationships with insurers, it would only consider 
exercising those powers if essential information is not volunteered as part of the 
operational arrangements. 

 
Relevant Inquiry recommendations  
7. Public Inquiry recommendations relevant to information gathering and sharing are: 

6.3.1 “Consider a legislative requirement for private insurers to advise EQC at 
least annually of their residential policyholders’ location and property ownership.” 
 
6.2.2 “Consider how changes made to the EQC Act in 2019 can be used to 
enable better information sharing between it and private insurers”. 

Information sources  

8. Section 26 of the EQC Act requires private insurance companies to keep records as 
follows: 

“Every insurance company shall at all times keep in safe custody all records of 
contracts of fire insurance in respect of which it becomes liable to pay a premium 
under this Act, including full particulars of each contract, the amount of the 
premium, and the date of its payment to the Commission.” 

 
9. Section 24(2) of the EQC Act also requires, in respect of premium payments to EQC, 

that: 
“Each payment to the Commission … shall be accompanied by a certificate by an 
officer or agent of the insurance company, stating that, according to the books of 
the company, and to the best of his or her knowledge and belief, the payment is 
correct.” 
 

10. The “full particulars” in the insurance company records are expected to include the key 
information EQC would need to obtain from private insurers.    

11. EQC can also obtain other information relevant to its functions (for example, about the 
natural disaster perils covered by EQC in different parts of New Zealand) from a range 
of other sources.  This could include accessing published information that is freely 
available, direct requests to the people and organisations who hold information, or 
through EQC commissioning and paying for its own research and analysis, or some 
combination of these and other approaches. 
 

EQC has substantial information gathering and sharing powers 
12. Sections 31A and 32 of the EQC Act provide that EQC (and its properly authorised 

agents) may: 
• collect the information it reasonably needs to administer the EQC Act, perform its 

functions and facilitate natural disaster preparedness, response, or recovery 
(including settlement of insurance claims by insurance companies); and 

• from time to time, for the purposes of the EQC Act: 
o inspect and examine any property and any books, accounts, vouchers, 

records, or documents; 
o require any person to produce any books, accounts, vouchers, records, or 

documents in his or her possession or under his or her control, and allow 
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copies of or extracts from any such books, accounts, vouchers, records, or 
documents to be made or taken; 

o require any person to furnish, in a form to be approved by or acceptable to 
EQC, any information or particulars that may be required by EQC; and 

o at any reasonable time, enter any land, building, or place, subject to the 
provisions of sections 33 (giving notice and evidence of authorisation) and 
34 (warrant required if entry is to detect offences) of the EQC Act. 

13. EQC information requests are only constrained to the extent that the information must 
be reasonably needed and/or for the purposes of the EQC Act.  Beyond that, there is 
no limit to the information or particulars that EQC might require, nor is there a limit on 
the persons that might be required to provide such information. 

14. Accordingly, there is no need to: 
• materially increase EQC’s powers to obtain information; or 

• add specific provisions such as that in Inquiry recommendation 6.3.1 noted 
above.   

15. If EQC has a reasonable need for information for the purposes of the EQC Act, it 
already has the ability under the EQC Act to require it in a form acceptable to EQC. 
 

Amendments to support effective administration of the Scheme 
16. The existing EQC powers enable EQC to require and share specific information as 

recommended by the Inquiry.  Implementation of the 2019 changes referred to by the 
Inquiry is an operational matter with the key constraint being measures to ensure the 
protection of personal information. 

17. However, there are some areas for potential improvement in the information provisions.  
In line with the Inquiry recommendations, it would be helpful to amend the EQC Act to: 
• add to the EQC powers the ability to specify a reasonable timeframe within which 

requested information must be produced or furnished; 

• make explicit the obligation of third parties that hold relevant information, 
including private insurers, to provide EQC the information it reasonably requires 
for the purposes of the EQC Act in a form, format, manner and medium, 
acceptable to EQC; and 

• enable regulations to be made requiring third parties that hold relevant 
information, including private insurers, to provide information required for the 
purposes of the EQC Act in a clear and consistent form, format, manner and 
medium. 

18. Drafting instructions will also include a request that the Parliamentary Counsel Office 
(PCO) consider whether, for the sake of clarity and consistency with other recent 
legislation, the separate terms ‘information’ and ‘data’ should be used in the EQC Act. 
The EQC Act currently refers to ‘information’ or ‘particulars’. 

19. In addition to the option of prosecuting offences under the EQC Act, we note that any 
refusal by a private insurer to comply with an explicit obligation under the EQC Act 
could be referred to the Reserve Bank of New Zealand as the primary insurance 
regulator.  If an insurer is breaching New Zealand law, this may be a relevant 
consideration for the insurer’s licence renewal and, possibly, a stronger incentive to 
comply than a monetary penalty. 
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EQC is also able to share information for certain purposes 
20. Section 31A was added to the EQC Act in 2019 to clarify that EQC may share, 

appropriately, claim-related information to: 
• support effective implementation of the Act; 

• facilitate settlement of natural disaster claims by EQC and private insurers; and 

• publish information about natural disaster damage to property covered by EQC 
where this is in the public interest, including to: 

o support natural disaster preparedness, response and recovery; and 

o prevent or lessen a threat to public health, public safety, or to the life or 
health of any person. 

Further information sharing to support broader legal compliance  

21. As these provisions were recently introduced, we consider them largely fit for purpose. 
The provisions of section 31A were carefully formulated and thoroughly debated to 
ensure an appropriate balance between the interests and needs of all parties, including 
protecting the privacy of claimants.  Those provisions enable EQC, private insurers and 
others (for example, local authorities, government agencies and property market 
participants) work together to use the opportunity created by section 31A.   

22. However, for the avoidance of doubt, we also propose that the EQC Act be amended to 
confirm EQC’s ability to disclose information held by EQC to another government 
agency provided the requesting/receiving agency has a proper interest in receiving the 
information for law enforcement purposes, or for performance of its functions or 
exercise of its powers.  For example, the Financial Markets Authority might use its 
powers to request information from EQC in connection with insurers meeting their 
obligations under the new conduct regime as a licensee under the Financial Markets 
Conduct Act 2013. 

EQC and ICNZ feedback on information gathering and sharing proposals 

23. EQC supports the proposals as recommended.  Feedback from the Insurance Council 
of NZ (ICNZ) confirmed general support from private insurers for clarifying 
amendments that reflect existing practices and for the consultation that would precede 
the making of any related regulations.   

24. Insurers’ key focus is on timeframes for requests that are reasonable and that EQC’s 
information collection powers are limited to information that is routinely collected and 
held by the insurers and can be efficiently provided. This avoids the need for 
substantial insurer system or process changes and associated costs. 

25. ICNZ feedback also referred to ensuring consistency with the current data sharing 
agreement that EQC has negotiated with insurers involved in the IRM. This includes 
several suggestions around matters of detail that will be considered in preparing 
drafting instructions for the amendments.  For example, whether there is a need to 
reference the role of intermediaries such as insurance brokers and informing the 
originator of information if EQC intends to disclose information to another government 
agency. 
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The insurer discount  
Insurer premium discounts provisions, their history and current use 
 
26. Section 23 of the EQC Act provides for the setting (by regulation) and payment of EQC 

insurance premiums (levies).  The premiums are payable to EQC by the private insurer 
when the insurer issues a relevant insurance contract.  At the same time, the premium 
amount becomes a debt due by the insured person to the insurer and may be 
recovered by the insurer.  Section 23(4)(a) also provides, subject to any regulations 
made under the Act, that EQC may, “as it thinks fit”, discount the premiums payable to 
EQC by private insurers.   

27. The ability to grant discounts was carried over from the Earthquake and War Damage 
Act 1944.  Section 14(5) of the 1944 Act provided that:  

“Subject to the provisions of any regulations made under this Act, the Commission may 
from time to time…Allow to insurance companies such discounts as the Commission 
thinks fit in respect of premiums paid by them under this section.”4   

28. Since 1944, EQC has used its discounting discretion to allow private insurers to retain 
 of the premiums payable to EQC.  For the 2019/20 financial year the total 

amount retained by private insurers was almost   We 
understand, from discussions with EQC, that some insurers may choose not to pass on 
the discount to intermediary premium collectors, such as insurance brokers. 

29. Between 2012 and 2017 EQC premiums increased fourfold (from 5 cents to 20 cents 
plus GST for every $100 of the insured amount).  If the insurers’ EQC premium 
handling costs haven’t increased similarly in that timeframe, they will have gained a 
substantial windfall benefit from the discount applied to the increased EQC premiums.  
However, EQC does not have access to the insurer cost data needed to determine this.  

 
It is not clear when and to what extent discounts should be used, they are out-of-line with 
usual legislative practice around Crown levy collections and are not necessarily aligned with 
actual costs 
 
30. The EQC Act provides no guidance on when, how or to what extent the EQC discretion 

should be used. In reviewing Hansard, it appears that the original rationale behind this 
broad discounting power not only considered the direct costs incurred with the premium 
collection and payment processes, but also costs that insurers might incur in 
maintaining required insurance records and making them available to EQC on request.   

31. As information gathering and sharing powers are dealt with separately in the EQC Act 
and EQC has negotiated a data agreement with most private insurers as an adjunct to 
the IRM, we consider that these commercial arrangements are a more appropriate 
means of addressing insurer information management cost issues. 

32. The Legislation Design Advisory Committee (LDAC) has noted that a discounting 
provision is an unusual legislative feature.  Treasury also notes that Crown 
compensation for costs incurred in collecting a tax or a levy are also rare in law. 

33. By comparison, general insurers also pay the Fire and Emergency levies (FEL) on a 
wide range of general insurance policies, including residential insurance policies. This 
long-running practice stems from the insurer-owned origins of fire brigades. The Fire 
and Emergency New Zealand (FENZ) Act 2017 (and antecedent legislation) does not 
provide for insurer discounts on FEL. While FENZ benefits insurers by reducing their 
liabilities (for example, reducing fire damage claims), EQC also substantially reduces 

 
4  http://www.nzlii.org/nz/legis/hist_act/eawda19448gv1944n15278/ 
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private insurer liabilities, by taking on large natural disaster exposures that might 
otherwise fall on private insurers. 

34. If private insurers are simply placing the EQC premium as a line item on the insurer’s 
own invoice that would have been sent and paid anyway, additional variable costs 
incurred in collecting the EQC premium should be negligible. 

35. It is a concern that the current provision and historic, percentage-based discounting 
practice may result in insurers receiving a discount for more than the actual and 
reasonable costs they incur.  Also, the large increases in EQC premiums over recent 
years and the increased EQC cap (without a consequent change to the discount rate) 
have resulted in insurers retaining considerably larger amounts of EQC premiums than 
in the past. 

 
Treasury and EQC consider that premium discounts should be removed 
 
Removal should have no significant implications for residential property premiums 
 
36. If EQC’s premiums are set according to proposed pricing principles (T2020/2886 

refers), then, in principle, the removal of the section 23 discount should not change the 
total amount paid by residential property owners for their EQC and private insurance 
cover.  That is because, under the status quo, EQC will likely calculate its breakeven 
premium rate and then adjust it upwards to account for the 

 and private 
insurers can be expected to increase their private premiums, excluding the levy, to 
recover the lost revenues. The net effect on residential property owners being zero.   

37. In practice, however, insurer price responses would depend on a range of market and 
internal considerations and vary between insurers. Possible insurer responses could 
include adding the full  revenue into their premiums, adding their actual 
costs to premiums, recovering the revenue from EQC in another way, or not increasing 
premiums at all. Therefore, the price impacts on individual policy holders, or classes of 
policy holders, cannot be predicted with any certainty.   

38. While we see no grounds for a change to insurer premiums if the discount were 
removed, it is possible that insurers might reference such removal in communications 
to customers if and when they increase premiums for other reasons. 

39. In the likely absence of any cost impact on residential property owners, Treasury and 
EQC consider that the discount option should be removed. 

40. The key reason for preferring removal over retention of the discount is that it would 
better align the EQC Act with the standard government policy and legislative approach 
to setting and charging levies (that is, private persons required to collect a government 
tax or levy are almost always not compensated by the government for doing so).  Also, 
a legislative provision should not be required to enable cooperation between EQC and 
private insurers around premium payments and recovery (i.e., as this can be achieved 
by other methods such as negotiated commercial arrangements). 

 
Consideration of likely private insurer opposition to removal 
 
41.  

  In opposing removal, private insurers outlined a range of 
activities they say create significant operational costs in collecting EQC premiums from 
their customers and otherwise managing EQC-related transactions.  The insurers 
consider that the discounting option helps to offset those costs and stated that removal 
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would disrupt long-standing arrangements that have worked well.  They expect that 
removal would create new costs that would likely be passed on to their customers in 
the form of premium increases.   

42. When negotiating the IRM and associated Data Sharing Agreement, private insurers 
were explicit that this discount was a separate matter. ICNZ has advised that removal 
of the discount may impact private insurers’ willingness to continue their involvement in 
such arrangements.  Private insurers consider that fair and reasonable compensation 
for the work they undertake on behalf of the Crown is an important component of what 
they see as the public-private partnership at the core of the EQC scheme. 

43. Private insurers support an amendment to clarify the purpose of the discount, but do 
not agree that it should remain discretionary. 

44. On balance, we do not consider these insurer objections outweigh the reasons for 
removal.  We consider that the issues they raise are inconsistent with usual legislative 
practice and any impacts of a change, although possibly an inconvenience, would be 
manageable. 

45. However, in the event you do wish to retain the discounting provision to avoid insurer 
opposition, officials consider that the EQC Act should be updated to clarify the purpose 
of the discount as a discretionary statutory transfer payment (not a negotiated or 
precisely calculated compensatory payment) and to set clear parameters around the 
exercise of EQC’s discount discretion. 
 

Amendment proposals if the discount option is to be retained 
 
46. To prevent excessive discounts from happening in future, if the discount provision is 

retained, we propose that the EQC Act be amended to: 
• be explicit that the purpose of the discount provision is to enable a transfer of a 

portion of the EQC premiums collected by private insurers as a general 
contribution to acknowledge that insurers incur some costs in making premium 
payments to EQC and/or recovering EQC premium costs from insured persons; 

• require EQC’s insurer premium discount rate to be reviewed and published, 
including in the proposed funding statement, at regular intervals (that is, at least 
once every five years along with premiums, excesses, and the EQC cap); and 

• set clear constraints and a guiding framework around the exercise of EQC’s 
discounting discretion to help ensure transparency and that the discount rate is 
reasonable. 

47. The proposed constraints are that any discount granted by EQC to private insurers: 
• must, insofar as it is practicable, be determined after consideration of the range 

of variable costs that all the relevant private insurers may incur directly in: 

o calculating and processing the private insurers’ premium payments to EQC; 
and/or 

o recovering from insured persons the premiums paid to EQC by the private 
insurer; 

• may be determined by considering such costs over more than one financial year; 
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• must not, regardless of the discounting method used, exceed an amount 
equivalent to 3 percent of the premiums payable in the relevant financial years5; 
and 

• must be applied equally to all relevant insurers. 

48. Consistent with the Treasury’s charging guidelines and the ongoing development of 
more joined-up approaches to natural disaster response, this would necessitate EQC 
and private insurer collaboration and information sharing (individually or collectively in 
the case of insurers) to enable EQC to determine an appropriate discount rate.   

49. The decision to grant a discount, or not, to insurers and what the discount method 
would be (for example, as a fixed dollar amount per customer, or a percentage) would 
always be at EQC’s discretion. The amendment would not create a private insurer 
‘right’ to any form of discount.  While we do propose a principled approach to 
considering the direct variable costs of services, we do not propose to include in the 
EQC Act any other specific procedural requirements for the process of information 
sharing or EQC procedures related to the determination of a discount method.  
However, for the sake of transparency, we do propose that EQC be required to 
regularly review the insurer discount and to publish the discount rate once it is 
determined. 

50. The proposed purpose of the discount (a discretionary contribution to cover some of 
the costs incurred in discharging a compulsory requirement) and the proposal to 
publish the discount rate are among the reasons we consider that it is preferable, in 
future, for all relevant insurers to be treated equally in terms of the application of the 
discount.  To do otherwise may also create an administrative law risk for EQC as it 
increases the likelihood of legal challenges asserting unreasonable differences in the 
treatment of insurers meeting the same statutory requirements. 

 
EQC cover 
Changes and clarifications for building and land cover excesses 
 
The purpose of an excess on EQC cover 
 
51. An excess is the amount the claimant must pay if they decide to make a claim. As a 

small portion of the insured risk, its primary purpose is to help prevent large numbers of 
low value/minor damage claims from consuming claims handling capacity.  That is 
capacity that would be better applied to more, higher-value claims and the resolution of 
more serious damage to expedite recovery. 

52. For a cash settlement, the excess simply lowers the settlement cost by the amount of 
the excess.  In such cases the claimant must meet that excess cost themselves in 
effecting a repair or, if they cannot afford it, find a way of reducing the repair costs.  For 
a managed repair, the claimant is invoiced for the excess and the money received is 
paid into the Natural Disaster Fund (NDF).   

53. Having an excess contributes to the affordability of EQC cover, but it is also important 
that the excess amount is set at a level that most claimants can reasonably be 
expected to pay.  To do otherwise could mean that some repairs are not completed or 
are completed to a standard lower than existed prior to the damaging event. 

 
5  The 3 percent maximum has been selected to be consistent with the more recent provisions in the Building Act 2004 

and the portion of the building levies retained by territorial local authorities.  A maximum is included to reflect the fact 
that such compensation is relatively unusual in law and, regardless of the actual costs involved, full compensation for 
costs incurred is not guaranteed by the Crown. 
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Existing EQC excesses and issues 
  
54. Existing EQC claims excesses, set by regulations made under section 36 of the EQC 

Act, are: 
• for a residential building claim: $200 (GST inclusive) multiplied by the number of 

dwellings in the building, or 1% of the amount payable under section 29 of the Act 
(the settlement amount), whichever is greater.  Therefore, as EQC building cover 
is currently capped at $150,000 (GST exclusive) per dwelling, the maximum 
excess on a building claim is: 

o for a single dwelling, 1 percent of $172,500 which equals $1,725 (GST 
inclusive) 

• for a residential land claim: $500 (GST inclusive) multiplied by the number of 
dwellings in the residential building that is situated on the land, or 10% of the 
settlement amount, whichever is greater, to a maximum of $5,000 (GST 
inclusive). 

55. The land cover excess was introduced in 1993 and the building excess amounts pre-
date the current 1993 Act.  The current approaches to calculating excesses are 
somewhat complex, especially when dealing with large numbers of claims after a major 
natural disaster.  Excesses based on a percentage of the claim value create 
uncertainty for customers and EQC, as the excess cannot be calculated until a claim is 
finalised, and the excess may change if a claim is reopened.  

56. It is also likely that some claimants, particularly those on fixed/low incomes would 
struggle to meet the cost of maximum excess amounts (although applied relatively 
infrequently to higher value settlements) for building and/or land claims. This could 
result in claimants either meeting that excess cost themselves in effecting a repair or, if 
they cannot afford it, find a way of reducing the repair costs (which could mean that 
some repairs are not completed or are completed to a standard lower than existed prior 
to the damaging event) 

 
The 2015 excess change proposals and subsequent conclusions 
57. In 2015, the Government proposed replacing the current excess provisions with a flat-

rate dollar excess for EQC residential building cover of $2,000 (GST exclusive) 
multiplied by the number of dwellings in the building. The Government also proposed 
doing away with an excess on land cover, as it was also proposed at that time that land 
cover be limited to situations where the insured land is a total loss meaning it is not 
practicable or cost-effective to rebuild on it.  Most submissions on the proposals 
opposed the proposed $2,000 building excess as being too high. 

58. Discussions with EQC and private insurers after the consultation concluded that, in the 
absence of any excess for total loss land cover, a flat-rate excess on EQC residential 
building cover of $1,000 would balance efficiency, acceptability/affordability, and 
recovery concerns.  This conclusion was supported by data compiled in 2017 from 
insurers about the excesses individuals choose when purchasing private policies.  Less 
than 2% chose excesses greater than $850, with around 84% choosing $750 or less.   

59. However, we note that excess choices for private cover will be influenced by the impact 
the choice has on the amount of the premium and possibly consumer thinking in the 
context of a single claim.  This is different from EQC where the compulsory premium 
and entitlements are fixed by legislation.   
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Treasury and EQC consider a flat-rate excess for both building and land cover is 
appropriate 
Determining the amount of excess involves several considerations 

60. Determining a reasonable excess amount that is manageable and effective in a variety 
of ownership and building arrangements is challenging.  The determination involves 
consideration of matters such as administrative efficiency and related claim handling 
expenses, the different types and values of the insured properties, differing financial 
circumstances of claimants (social acceptability) and, most importantly, whether an 
excess amount might be unaffordable to the extent it prevents or slows recovery 
actions. 

61. Another relevant consideration is the inflation that has occurred since the current 
excess regime was implemented, but this is complicated by the fact that inflation rates 
for the consumer price index (CPI) and the cost of a house between 1993 and 2021 are 
quite different (the increase in house prices has been around 8 times the Consumer 
Price Index (CPI) rate)6.  The $200 (GST inclusive) minimum excess for building claims 
was established in the Earthquake and War Damage Regulations 1984. If the $200 
minimum had been adjusted for CPI inflation it would be well over $500, and even 
higher if other relevant inflation indices were used. 

 

A total excess amount of $1,000 ($500 each for building and land cover) balances the 

different considerations 

62. The Treasury and EQC consider that a total GST inclusive excess of $1,000 (that is, in 
this case $500 each for building and land cover) would balance efficiency, 
acceptability/affordability and recovery concerns – at least for detached, standalone 
dwellings and for smaller MUBs (up to 20 dwellings).  The 20-dwelling demarcation is 
based on advice from EQC officials about past claims experiences and where 
significant differences begin to emerge between MUBs of different sizes. 

63. The table below, based on EQC modelling completed in January 2021, shows the 
impact of different flat rate building claim excesses on EQC claim numbers and costs 
based on a Wellington earthquake reference event.  The table does not account for 
land claims as EQC systems do not enable this to be considered. 

Table: Impact of different building claim excesses for reference event 
Excess on 
building 
claims 

Reduction in 
reference event 
number of EQC 
building claims 

Reduction in 
average annual 
claims 
$ million 

Reduction in reference 
event expected liability 
$ million 

$500 2.8% 1.2 5 

$1,000 6.0% 4.1 81 

$2,000 10.5% 9.3 228 

$5,000 21.3% 21.6 637 
 

64. In providing the modelling results EQC noted that, for the flat-rate excess of $500, a 1 
percent reduction in estimated average annual loss would imply a reduction in the EQC 
premium of just 0.2 cents (that is, 1% applied to the current 20 cent/$100 premium). 

 
6  According to the Reserve Bank of New Zealand inflation calculator the CPI increased by 72% between Q2 1993 and Q4 

2020, while house prices increased 568% between Q2 1993 and Q3 2020. 
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65. These excess amounts would be the subject of regular review (at least once every five 
years) along with other prescribed amounts, such as the caps on EQC cover. 
 

Treasury considers that excesses for larger MUBs should be constrained 

66. Treasury has concerns that the current building excess provisions can result in 
inequitable outcomes for MUBs. For MUBs, the EQC building excess is the excess for 
a dwelling, multiplied by the number of dwellings in the MUB. This can result in large 
excesses per MUB. For example, the current maximum excess for building claims for a 
12-storey building containing 100 dwellings is $172,500 (GST inclusive).  If the 
proposed $500 excess is agreed, the building excess for a 100 apartment MUB would 
be $50,000 (being $500 x 100 apartments). 

67. This result is appropriate if a MUB suffers extensive damage as, in effect, all, or almost 
all, apartment owners benefit from the EQC cover. However, in cases where a MUB 
suffers isolated or very limited damage, the excess for the whole MUB may be imposed 
on a small group of apartment owners. 

68. Officials initially considered amending the MUB excess provisions so, where damage is 
limited to some but not all, dwellings, and the damage does not affect the overall 
structural integrity of the building, the normal per-dwelling excess would apply. For 
instance, damage were limited to 5 apartments within the above-mentioned 100 
apartment MUB, the EQC excess would be $2,500 (being $500 x 5).  

69. However, the Treasury and EQC agreed that this initial option was unsuitable as it 
would introduce uncertainty about the amount of the excess that will apply for any 
given event.  It would also create complexity and, probably, scope for debate about 
what is significant, but cosmetic, versus structural damage.  EQC also advised that 
claims experience suggests that damage generally occurs consistently throughout a 
MUB (that is, if one dwelling in a MUB is damaged, it is likely that many others are too). 

70. Therefore, as operational complexities rule out options that directly target the Treasury 
concern, Treasury proposes an alternative package of excesses applicable to MUBs. 
This package is operationally straight-forward, but only partially addresses the 
Treasury concerns.  

 

The Treasury’s recommended approach 

71. In addition to the introduction of flat-rate excess of $500 per dwelling for both a 
residential building claim and a residential land claim discussed earlier in this report, 
we propose: 
• that a maximum excess of $50,000 per residential building be established; 

• that for buildings containing 250 or more dwellings, the excess be $50,000; 

• that for buildings containing up to 20 dwellings, the excess per dwelling would be 
the same as for stand-alone dwellings (i.e., for two dwellings the excess would be 
$1000 and for 20 dwellings the excess would be $10,000); 

• for buildings containing more than 20 dwellings and up to 250 dwellings, the 
excess would be on a sliding scale, to smoothly transition from the excess of 
$10,000 for 20 dwellings to $50,000 for 250 dwellings. The effect of this is that 
dwellings in the 21-250 range would pay a flat-rate excess of $173.917 (GST 
inclusive) for each dwelling more than 20, so to the nearest dollar (GST 
inclusive): 

 
7  $173.91 being ($50,000 minus $10,000) divided by (250 dwellings minus 20 dwellings). 

 

 



 

T2020/3814 Modernising the Earthquake Commission Act: Technical issues Page 22 

 

•  some resulting excesses would be: 

 for a 50-dwelling building the building and land excesses would be $15,217 
each; 

 for a 150-dwelling building the excesses would be $32,609; and 

 
Estimated impacts of Treasury’s recommended approach 

72. Moving from a percentage-based excess with a minimum and a maximum to a flat-rate 
excess, intermediate between the current minimum and maximum excesses, means 
that lower-value claims will pay higher excesses than at present and higher-value 
claims will pay lower excesses.  Using calculations based on the amounts paid to settle 
claims, EQC has advised that for non-MUB dwellings the majority of claimants (86%) in 
the last 20 years (from 1 January 2000 excluding Canterbury claims) have paid the 
minimum $200 excess.8  As noted earlier, the minimum excess amounts have not 
changed in decades. 

73. EQC has provided the summary table below showing the percentage of claimants that 
would, in future, be better off (paying an excess lower than that they would have 
otherwise paid) under the recommended approach.9 

Table: Percentage of future claimants that would pay a lower excess 
 Non-MUB claims MUB claims10 Overall 
Building claimants 5.6% 6.3% 7.3% 
Land claimants 7.8% 3.7% 7.6% 

  

74. With a flat rate of $500 excess for a land claim, no land claimant would be worse off as 
$500 is the current minimum excess for land claims.   

75. EQC has advised that, since 1 January 2000 excluding Canterbury claims, there were 
6,520 claims that had a land and building component. The median excess paid by 
these claimants was $700 (i.e., the current minimum building excess plus the minimum 
land excess). 

76. Treasury considers that reducing excesses for ‘large’ claimants and increasing on 
‘small’ claimants is reasonable – as the larger claimants are those who have suffered 
the greatest loss, and the change is likely to help expedite timely and effective recovery 
of quality housing.  The increases proposed are less than the current minimum 
amounts adjusted for inflation since they were introduced. 

77. The tables below compare the proposed excesses with the current maximum excesses 
for residential buildings containing different numbers of dwellings – all the excess 
figures are GST inclusive and show the overall reduction in the total amount of the 
maximum excesses for the buildings and each dwelling in the building. 

 

 

 

 
8  Canterbury claims are excluded because those claims had excess charged against a single claim, in the case of CHRP 

repairs and land payments. This means that calculations of excess at the per claim level are misleading. 
9  Reflecting a $500 excess for a claim for a single dwelling including GST, and the change to a ‘sliding scale’ for larger 

MUBs. 
10  A body corporate or similar. 
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Table: Comparison of proposed excesses with current maximum excesses 
Dwellings 
in the 
building 

Proposed 
excesses 
(building 
or land) 

Proposed 
total 
combined 
excesses 
(building 
and land) 

Proposed 
total 
combined 
excess 
per 
dwelling 

Current
maximum 
excess 
(building) 

Current 
maximum 
excess 
(land) 

Current 
maximum 
excess 
(building 
and land 
combined) 

Current 
maximum 
combined 
excess per 
dwelling 

1 500 1,000 1,000 1,725 5,000 6,725 6,725
2 1,000 2,000 1,000 3,450 5,000 8,450 4,225

10 5,000 10,000 1,000 17,250 5,000 22,250 2,225
20 10,000 20,000 1,000 34,500 5,000 39,500 1,975
50 15,217 30,435 609 86,250 5,000 91,250 1,825

100 23,913 47,826 478 172,500 5,000 177,500 1,775
150 32,609 65,217 435 258,750 5,000 263,750 1,758
200 41,304 82,609 413 345,000 5,000 350,000 1,750
250 50,000 100,000 400 431,250 5,000 436,250 1,745
300 50,000 100,000 333 517,500 5,000 522,500 1,742

 
Table: Overall reduction of maximum excesses (building + land) due to proposals 

Dwellings 
in the 
building 

Overall excess 
reduction for 
the building 

Overall excess 
reduction per 
dwelling in 
the building 

1 5,725 5,725
2 6,450 3,225

10 12,250 1,225
20 19,500 975
50 60,815 1,216

100 129,674 1,297
150 198,533 1,324
200 267,391 1,337
250 336,250 1,345
300 422,500 1,408

 

78. A significant lead time may not be needed for the proposed excess changes.  Although 
we’re not currently recommending a change to excesses ahead of the broader suite of 
changes to the EQC Act, as the excesses are set by regulation, they could be changed 
independently of any changes to the Act. 

79. However, as the changes alter the risk profile, it may be prudent for them to come into 
effect at the start of an EQC reinsurance renewal period (1 June each year).  Final 
decisions and further advice about timing can be made after further consultation with 
and advice from EQC about its preference and consideration of any other regulation-
enabled changes that might proceed ahead of the proposed EQC Bill (for example, a 
potential change to the EQC cap). 

80. If you agree to proposals in T2020/2886 that the future Act include principles and 
processes for pricing the EQC premium, any changes in scheme risk arising from 
decisions on EQC claims excesses would flow through to EQC premium rates. 
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EQC’s preference (alternative to the Treasury recommendation on larger MUB 
excesses) 

A flat-rate excess without any constraint for larger MUBs 

81. EQC has indicated that it would prefer that the flat-rate excess (which EQC and 
Treasury both consider to be appropriate) is simply applied based on the same excess 
amount for every dwelling, including those within larger MUBs, without any variation or 
limit.  EQC is concerned that taking a different approach to larger MUBs would create 
inequities and inconsistencies (compared with standalone dwellings).  EQC also 
considers that a flat-rate excess applied in this way would be simpler to administer. 

82. EQC has advised that the reasons for its preference are as follow: 
“In the insurance industry, excess generally applies per dwelling, per claim. This means 
excess is charged proportionately to entitlements, which seems reasonable given:  

• each dwelling in a MUB can attract EQC cover up to a building cap 
• the land structures relating to MUBs, e.g. retaining walls, can be large and 

expensive to build after an event. 

So, while excess for larger MUBs may seem high, the cover these MUBs are entitled to 
is also high. In effect, a building is treated as the sum of its components for both 
premium and excess.  

Further, residential buildings with multiple dwellings can allocate payments to repair 
damage with flexibility throughout the building. In effect, the coverage from an 
undamaged unit can be transferred to a damaged unit. This is an advantage for MUBs 
over standalone dwellings. 

After an event, all dwellings and spaces in a MUB would need to be assessed, as well 
as the structural integrity of the MUB itself. Assessing damage in larger MUBs can 
entail significant costs that do not apply for smaller buildings. For example, larger 
MUBs may have lifts that need to be checked, and abseilers may be needed to assess 
damage to cladding. Additionally, otherwise undamaged units may end up needing 
repairs such as new cladding. 

For these reasons, EQC would prefer the excess provisions applied consistently to all 
dwellings, regardless of whether they were in a MUB or standalone. This approach is 
simpler, more consistent, and more equitable as excess is proportionate to entitlement 
for all customers.” 

83. The Treasury considers that the purpose of an excess (preventing large numbers of 
low value/minor claims) would still be achieved by its preferred approach to larger 
MUBs and the associated upper limit on excesses of $50,000 (GST inclusive) for both 
building and land claims.  We do not see this approach creating any significant, 
additional administrative burden, as the amount of the excess for each building would 
still be simply determined by the number of dwellings in the building and be clear from 
the outset. 

84. During discussions with EQC officials about past claims experiences, Treasury noted 
advice that complexities tend to increase (for both EQC and owners) in dealing with 
claims relating to MUBs containing more than 20 dwellings.  This was the reason for 
selecting 20 dwellings as the point where the per-dwelling excess rate changes. The 
maximum excess coming into effect at 250 dwellings assumes that this would be 
roughly consistent with what are likely to be among the largest MUBs existing in New 
Zealand. 

85. The Treasury’s preference for the stepped/maximum excess for larger MUBs is due 
largely to the likelihood that relatively low (but still effective) excesses will help to 
ensure: 
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• affordability and manageability of the excess costs for claimants (particularly 
for the various MUB configurations); and 

• effective repairs and overall building quality are not compromised by excess 
costs. 

The application of GST to excesses 

86. EQC claims excesses currently prescribed in regulations made under section 36 of the 
EQC Act are GST inclusive.  EQC has requested that consideration be given to 
changing this prescription be explicitly GST exclusive.  

87. The reasons given by EQC for this request are that: 
• other financial features of the EQC scheme set in legislation are defined by 

an amount exclusive of GST including the EQC levy and the monetary cap on 
building cover 

• as the current excesses in the Regulations are GST inclusive, any future 
increase in GST would mean the value of the excess to EQC reducing  

88. Treasury’s preference is to clarify the status quo by amending the Regulations to make 
it explicit that excesses are GST inclusive; and our reasons for this preference are: 

• excesses are directly relevant to the settlement amount and the EQC Act11 
requires that amount to include any GST paid or payable by the insured; 

• excesses commonly applied by some of the larger private insurers are GST 
inclusive (for example, NZI and Vero); and 

• changes to the GST rate are likely to continue to be infrequent and any 
increase in GST could be addressed by proposed, regular reviews of the 
excess and other financial features of the EQC scheme (or, possibly, trigger 
a specific review). 

Updating the exclusions in the EQC Act  

89. The current EQC Act includes a list of exclusions at Schedule 2 titled ‘Property not 
insured by this Act’. We propose changes to: 

a. update the list of exclusions, including to clarify that the Act no longer covers 
contents, and other minor clarifications 

b. shift the list of exclusions to sit in regulations, to provide for future flexibility. 

Updating the list of exclusions 

Updating to reflect that EQC no longer covers contents 

90. The current list of exclusions includes several items that would be considered 
‘contents’. For example, clause 17 of Schedule 2 refers to ‘jewellery, precious stones, 
money, works of art, securities, documents, or stamps.’ Given that EQC no longer 
provides contents insurance, the scope of the Act itself has narrowed and so the 
specific exclusions are no longer necessary. 

91. We recommend that items that constitute ‘contents’ should be consolidated under one 
heading in the list of exclusions. We will work with PCO on the wording of this and how 
to incorporate it in the Act. We envision wording for a personal property definition or 
clause would be similar to the following in scope: 

 
11  Section 29 of the EQC Act refers. 
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Personal property: any property other than land, buildings,12 and services.13 Some 
examples include furniture, electronics, jewellery, curtains and blinds, and unfixed 
floor coverings. 

Providing for other minor clarifications 

92. We also propose the Act should clarify that: 

a. EQC cover that is provided for liquid storage is for liquid storage that is used for 
household purposes (for example, heating oil and hot water cylinders). The 
current EQC Act covers liquid storage vessels but does not specify the household 
purpose test. Otherwise, read literally this could mean, for example, that a beer 
keg is covered.  

b. Mailboxes are excluded from cover. This is consistent with current EQC practice, 
which excludes mailboxes due to not being engineered with the degree of 
permanence needed to be an appurtenant structure. 

c. Curtains and blinds are excluded from cover. This is in line with the removal of 
contents cover from the EQC Act. Currently, whether EQC will cover curtains 
depends on whether these are covered as ‘home’ or ‘contents’ by the underlying 
private insurance policy. Given that most private insurers consider curtains to be 
‘contents’, this means EQC currently does not cover curtains the majority of the 
time. 

d. Appliances or fixtures not permanently built-in, permanently attached, 
permanently plumbed into, or wired into, the building, are excluded from cover. 
This is in line with the removal of contents cover from the EQC Act. 

e. All sports courts and fields, such as squash courts and rugby pitches, are 
excluded from cover. The current list of exclusions only specifies tennis courts as 
being excluded, while the Treasury and EQC consider the same policy intent of 
the exclusion should apply to exclude all similar sports courts and fields. This 
exclusion is primarily for the avoidance of doubt that sports courts and fields are 
not appurtenant structures. We note that land under a sports facility would 
continue to be reinstated if it fell within the definition of land in section 2 of the 
EQC Act. Any paving or artificial surface will be excluded in its own right as noted 
in paragraph f. 

f. The current exclusion for paving and artificial surfaces applies to outdoor paving 
and surfaces only (these are considered part of the residential building if indoors). 

g. The current exclusion for motor vehicles applies to all vehicles (for example, 
electric vehicles). 

93. We consulted ICNZ on these proposals, who noted that mailboxes and permanently 
installed swimming pools, spas and accessories are treated as part of building cover by 
private insurers. ICNZ prefers that EQC cover aligns with that of private insurers and 
therefore considers that these structures should be included within the scope of the 
Act. However, we do not consider these structures are appropriate for addition to the 
Act and note that the above proposal to clarify that such structures are excluded is 
merely a clarification of the status quo.  

94. ICNZ also noted that some private insurers treat curtains and blinds as part of building 
rather than contents cover, and that therefore these should also be covered by EQC. 
We reviewed a sample of insurer policies including AA, AMI, State, Vero, MAS, and 

 
12  Includes appurtenant structures, such as garages. An appurtenant structure is a structure separate to the residential 

building that is used for the purposes of the household [T2020/2874 refers]. 
13  Services refers to the aspects of a residential building covered under part (c) of the EQC Act residential building 

definition, which includes: water supply, drainage, sewerage, gas, electrical, and telephone services. 
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Tower. We found that all policies except Vero covered curtains and blinds as part of 
contents rather than as part of the residential building, on the basis that these are not a 
permanent fixture in a building. Consequently, in our view, EQC excluding cover for 
curtains and blinds from its building insurance is consistent with most private insurers. 

The scope of the EQC Act is broad in relation to appurtenant structures 

95. You have agreed that the status quo approach of restoring housing and appurtenances 
with few limits or exclusions best captures the Government’s objectives for the scheme 
[T2020/3164 refers]. This entails full reinstatement or replacement of all residential 
buildings, appurtenant structures and some associated land, with exclusions as in 
Schedule 2 of the Act. 

96. We note that taking a status quo approach to building and land cover for appurtenant 
structures means EQC will continue to provide cover for the following appurtenant 
structures, which may be beyond the scope of Government’s interest in land and 
building damage. We note these appurtenant structures will also attract land cover for 
the area surrounding that structure up to 8 metres [T2020/3164 refers]: 

a. Any structures used primarily for housing animals, such as dog kennels and 
chicken coops. Animals, including livestock and pets, are excluded from EQC 
cover in the current list of exclusions. 

b. Structures relating to excluded items such as boatsheds, hangars, and pump 
sheds associated with swimming pools (note boats, aircraft, and swimming pools 
are already excluded by Schedule 2 of the EQC Act). 

c. Platforms that are not connected to a residential building. Viewing platforms tend 
to be in areas that have a view like on cliffs. EQC covering these promotes 
people building structures in high risk areas. When viewing platforms fail in a 
natural disaster event they tend to have very high repair costs including requiring 
retaining walls to reinstate these. 

d. Some fixed structures used for recreational purposes that are not part of the 
residential building nor directly related to the habitation of the dwelling, such as: 
gazebos, pizza ovens and playhouses.  

97. If you would like to add further exclusions to Schedule 2 to support a more focused 
scheme, officials are able to provide further advice on this. Options could include: 

a. Using the exclusions list to explicitly exclude items like those listed above from 
EQC cover 

b. Stipulating that these items do not attract land cover. 

Ensuring flexibility in the exclusions list over time 

98. In our view, the list of exclusions in the EQC act should be relatively flexible so that 
future Governments are able to update this over time without a full legislative 
amendment. As the ways in which people live continue to evolve, there may be future 
structures that need to be reflected in the list. Additionally, the way structures or items 
are characterised may need to be updated again in future, in response to technological 
or other advancements (similar to the advancements that necessitate the clarification 
that the ‘motor vehicle’ exclusion applies to all vehicles such as electric vehicles, as 
recommended at paragraph 92(g)). 

99. The current EQC Act provides the ability to make new exclusions,14 but not to edit or 
remove exclusions already in Schedule 2. We recommend the list at Schedule 2 should 

 
14  Section 36(1)(a). 

 

 



 

T2020/3814 Modernising the Earthquake Commission Act: Technical issues Page 28 

 

be shifted to sit in regulations rather than the legislation itself, and that the EQC Act 
include a new regulation-making power to amend the list of exclusions. 

100. We consider this proposal is consistent with the Legislation Design Advisory 
Committee’s (LDAC) legislation guidelines.  

101. There are options around the form of new regulations, and who should have the power 
to make these. Given the current regulations in section 36 of the EQC Act are made by 
the Governor-General by Order in Council, we consider the new regulations should 
also take this approach. 

102. If you agree to proceed, we will work with PCO on any remaining technical matters that 
arise through the drafting process. 

 

103.

104.

 

105.

106.

107.

108.
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110. 

111. 
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113. 

1. 

2. 
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3. 

4. 

5. 

114. 

Natural Hazard Notices  

115. We previously advised you of the interaction between Natural Hazard Notices under 
section 74 of the Building Act, and EQC cover [T2020/3782 refers]. If a property has a 
section 74 (Natural Hazard Notice) entered on its land title and the homeowner puts in 
a claim for damage that is caused by the type of natural hazard (or hazards) that 
caused the entry to be made, EQC has the discretion (under Schedule 3, clause 3(d) of 
the EQC Act) to meet the claim in full, partly meet the claim, or decline the claim. 
However, if the claim is related to damage from a natural disaster of a different type 
from that which caused the entry to be made, EQC’s normal processes apply and EQC 
may meet the claim in full. 

116. We consulted Local Government New Zealand (LGNZ), ICNZ, and Christchurch City 
Council on this matter. All stakeholders expressed support for initiatives supporting 
better public understanding of the implications of hazard notices for EQC cover, to help 
property owners and prospective buyers to make well-informed choices.  

117. EQC already meets councils regularly and, as part of this, educates councils about the 
interaction between Natural Hazard Notices and EQC cover. We considered other 
options to further support public understanding of Natural Hazard Notices but, given 
Natural Hazard Notices are issued under the Building Act 2004, these would require 
changes that are outside the scope of the EQC Amendment Bill. 

118. Consequently, we recommend that the status quo is retained, with EQC continuing to 
educate councils and encouraging them to inform their communities of the insurance 
implications of Natural Hazard Notices where relevant.  

119. 

 

 

[33]

[33]

[34]
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Consultation 

120. The following agencies and organisations have been consulted in the preparation of 
this report:  

• EQC; 

• The Department of Prime Minister and Cabinet; 

• MBIE;  

• LINZ;  

• LGNZ; 

• Christchurch City Council;  

• ICNZ; and 

• Department of Internal Affairs 
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