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Treasury Report:  Modernising the Earthquake Commission Act: 
Implementation Arrangements, and Other Matters 

Date: 18 November 2021 Report No: T2021/2873 

File Number: TY-2-1-17-2 

Action sought 

Action sought Deadline 

Hon Grant Robertson 
Minister of Finance 

Note this report None. 

Hon Dr David Clark 
Minister Responsible for the 
Earthquake Commission 

Agree that the EQC Bill propose that the new EQC 
Act: 

1. enter into force on 1 July 2024, and

2. apply to all claims made for any event occurring
from that date.

26 November 2021. 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Steve Cantwell Principal Advisor, Earthquake 
Commission Policy Team 

 

Siobhan Duncan Team Leader, EQC Policy, 
Earthquake Commission Policy 
Team 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

Note any 
feedback on 
the quality of 
the report 

Enclosure: No 

[39] [35]
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Treasury Report:  Modernising the Earthquake Commission Act: 
Implementation Arrangements, and Other Matters  

Executive Summary 

This report seeks decisions on implementation arrangements for the future Earthquake 
Commission Act (the new EQC Act). It also updates you on the proposed name of the new 
EQC Act, and, on two decisions made by officials on technical issues during the drafting 
process.  

Implementation of the new EQC Act 

We recommend the new EQC Act enter into force in its entirety on 1 July 2024 and apply to 
all EQC claims made from that date. That is, the new EQC Act would not be phased in over 
12 months as homeowner insurance policies renew.  

In the past insurers have asked for at least an 18 month gap between a new EQC Act being 
passed and it entering into force. If the Bill is introduced in February 2022 and passed 8 
months later in October 2022, 18 months from this date would be April 2024. 

The Department of Internal Affairs (DIA) advise that proposed changes to Fire and 
Emergency Service (FENZ) levies are scheduled to take effect from 1 July 2024. 

In the past insurers have also asked that the dates of EQC and FENZ levy changes either be 
the same date, or widely separated, so insurers are not implementing two separate changes 
close together in time.  

The Earthquake Commission (EQC) considers that 1 July 2024 is a feasible start date for the 
new EQC Act from an administrative perspective. EQC also recommends a 1 July start date, 
to align with the EQC and Crown reporting and financial year.     

DIA also advise that insurers consider the proposed 1 July 2024 start date for changes to 
Fire and Emergency New Zealand (FENZ) levies is too ambitious. Therefore, it is possible 
insurers may make submissions to Select Committee that a 1 July 2024 start date for the 
new EQC Act changes as too ambitious for them.  

The new EQC Act is intended to apply prospectively: it will apply to claims for any events 
from the date it enters into force. However, some aspects of the Bill raise some complex 
transitional questions regarding how the new EQC Act will apply. For instance, it will need to 
be clear on whether new provisions on dispute settlement apply to disputes that arise, after 
the date it enters into force, on claims lodged prior to that date.  

Officials are still working on these secondary transitional issues. In our reporting in January 
2022 accompanying the draft Bill, we will outline the approach taken in the Bill to these 
issues and provide you with an opportunity to endorse or adjust it. 

Name of the Bill and new EQC Act 

The title of the new EQC Act should reflect its main purpose, which in this case is to provide 
a natural disaster insurance scheme.  

The current working title of the Bill is the “Natural Disaster Insurance Bill”. If retained, on 
enactment the Bill would become the “Natural Disaster Insurance Act [2022]”.  

We understand that you are currently considering options for the future name of EQC. The 
name of the entity may influence the name of the future Act. For instance, if the entity name 
refers to hazard or disaster insurance, the Bill will likely adopt the same descriptor. We will 
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advise the Parliamentary Counsel Office (PCO) of your decision on EQC’s future name, once 
made, and advise you the resulting proposed name for the Bill.    

Next Steps 

You have power to act to make decisions on the Bill consistent with the guidance provided by 
previous Cabinet decisions (CAB-21-MIN-0177 refers). We will issue drafting instructions to 
PCO so that the Bill reflects your decisions on the recommendations in this report.  

EQC, PCO and DIA were consulted on drafts of this report and it reflects their feedback. 

Recommended Action 

We recommend that you: 

Implementation of new EQC Act 

a note that, in the past, insurers have asked for at least an 18 month gap between a new 
EQC Act being passed and it entering into force, and have also asked that entry into 
force dates for changes to the EQC and FENZ schemes either be the same, or be well 
separated, 

b note that new FENZ levy arrangements are scheduled to be implemented from 1 July 
2024, 

c note the EQC recommends an implementation date of 1 July to align with fiscal and 
reporting years, and considers 1 July 2024 to be feasible from an operational and 
implementation perspective (subject to discussions with insurers), 

d agree that the new EQC Act enter into force on 1 July 2024, 

Agreed/not agreed 

e agree that the new EQC scheme takes effect for all claims made for damaging events 
occurring on or after 1 July 2024, 

Agreed/not agreed 

f note that officials are working on a range of secondary transitional issues (for instance, 
such as whether new provisions on dispute settlement apply to disputes that arise, 
after the change date, on claims lodged prior to the change date), and our reporting in 
January 2022 accompanying the draft Bill will outline the approach taken in the new 
EQC Act on those secondary issues, and will provide you with an opportunity to 
endorse or adjust it, 

g note that officials have not formally sought insurer views on the merits of the 1 July 
2024 date, nor immediate versus phased implementation of the new scheme, as 
insurers currently do not know the detail of the proposals contained in the Bill, 

h note officials anticipate insurer submissions to the Select Committee on this matter, 

Name of new EQC Act 

i note that Parliamentary Counsel Office (PCO) will finalise a proposed name for the 
new EQC Act, once decisions on the future name of EQC are known, and 

1 December 2023, subject to the 
Bill being passed at least 12 months
earlier.

1 December 2023
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Decisions made by officials in drafting the Bill 

j note that, in drafting the Bill, technical decisions made by officials have included the 
following: 

 extending EQC cover to water towers. As part of rationalising the current list of
exclusions from EQC cover (CAB-21-MIN-0177 refers) we removed the exclusion
for water towers), so that EQC will cover these items in future, and

 EQC levy refunds. The current Act is silent on refunds of the EQC levy. We have
added the ability for EQC to make levy refunds when the insurance policy to
which it is attached is terminated early.

Siobhan Duncan 
Team Leader, EQC Policy 

Hon Dr David Clark 
Minister Responsible for the Earthquake Commission 
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Treasury Report: Modernising the Earthquake Commission Act: 
Implementation Arrangements, and Ministerial 
Responsibilities on Financial Matters  

Purpose of Report 

1. This report seeks decisions on implementation arrangements for the new EQC Act,
once the Bill is enacted.

2. This report also briefs you on the proposed name of the new EQC Act, and, on two
decisions made by officials on technical issues during the drafting process.

Implementation of the new EQC Act 

3. We recommend the new EQC Act enter into force in its entirety on 1 July 2024 and
apply to all claims made from that date. That is, the new EQC Act would not be phased
in over 12 months as homeowner insurance policies renew (as will occur with the
upcoming increase in the monetary cap on EQC building cover).

4. The 1 July 2024 date is informed by past discussions with insurers on implementation
timings for a future unknown but substantially new EQC Act. Insurers may seek a
longer implementation schedule once they engage with the Government or Select
Committee on the detail of the reform package.

5. Key reasons for choosing the 1 July 2024 date are outlined below.

Insurer views

6. Insurers have asked (most recently in February 2021) for at least an 18 month gap
between a new EQC Act being passed and it entering into force. This is to enable
insurers to implement the necessary contractual and systems updates. Changes to the
existing EQC scheme will require consequential changes to insurers’ retail insurance
and wholesale reinsurance contracts.

7. If the Bill is introduced in February 2022 and passed 8 months later in October 2022,
18 months from this date is April 2024.

8. The Department of internal Affairs (DIA) advise that insurers consider the proposed 1
July 2024 start date for changes to Fire and Emergency New Zealand (FENZ) levies is
too ambitious. The FENZ changes appear less complex for insurers than the EQC
changes, so insurers are unlikely to be more ambitious on timings for the EQC changes
and may consider any date sooner than 1 July 2024 (or even 1 July 2024) as too
ambitious for them.

9. In the past insurers have also asked that the dates of EQC and FENZ levy changes
either be the same date, or widely separated, so insurers are not implementing two
separate changes close together in time.

EQC views

10. EQC considers 1 July 2024 is a feasible start date from an administrative perspective
as it should allow enough time between the expected passage of the new EQC Act to
support the operational and system changes, and to work through these changes with
insurers, reinsurers and other partners.
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11. EQC also recommends a 1 July start date, to align with the EQC and Crown reporting
and financial year. This is because of the changes to the Natural Disaster Fund (NDF),
in particular the requirements to report separately on the NDF.

Other policy context

12. As noted above, 1 July 2024 aligns with the proposed date for changes to FENZ levies.

13. We recently provided advice (T2021/2048 refers) on links between the EQC Bill and
the Financial Markets (Conduct of Institutions) Amendment Bill (COFI). COFI is now
awaiting its second reading, following introduction in December 2019, and report back
from Select Committee in August 2020. As reported back from Select Committee, COFI
will commence on the third anniversary of its Royal assent, or sooner by Order in
Council.

Phasing from start date 

14. Another transitional issue is the trigger for policyholders to be covered by the new
scheme (i.e. the mechanism for transitioning insurance policies to the new scheme).
The two options being considered by officials are:

 a “change day” approach, so the new EQC scheme takes effect for all claims
made for damaging events occurring on or after 1 July 2024 (i.e. at the same
point the new EQC Act enters into force) (recommended option), or

 a phased approach, with households entering the new scheme as policies are
taken out or renewed, as used for the increase in the cap on EQC building cover
(this would phase in the new scheme over 12 months from 1 July 2024).

15. Whatever implementation option is taken, EQC and insurers will need to retain
capability for several years to deal with claims made under the current scheme prior to
the change date (that is, claims made prior to 1 July 2024, if our recommendations are
adopted).

16. From the perspective of EQC customers, a phased approach linked to renewal of their
insurance policy would be the most convenient, as long as they have no EQC claim.
Claims would expose claimants to the differences in entitlements between the old and
new EQC schemes, likely provoking some confusion, and pressure from claimants to
be reallocated to the scheme that most advantages them.

17. From the perspective of administering legislation, it would be simpler for EQC and
insurers to administer only one set of legislation for any claims event. There are likely
to be considerable difficulties, for both EQC and insurers if two sets of legislation
needed to be applied, across many aspects of the scheme, for events occurring over
the 12 months the new scheme phased in. Therefore, the “change day” approach is
recommended as it is likely to be the simpler, more seamless and less dispute-prone
process for EQC, insurers and customers making claims.

18. The “change day” approach differs from the approach taken with recent and upcoming
increases in the monetary cap on EQC building cover, and the new FENZ levy
arrangements, which are intended to be phased in over 12 months from 1 July 2024.

19. The different approaches are appropriate for EQC and FENZ, reflecting the markedly
different institutional arrangements. In short, emergency services’ response to the
victims of an event will be unaffected by what FENZ levy regime they were subject to,
whereas EQC claimant entitlements will differ between the current and new EQC
schemes. Also, the entry into force of the new EQC Act will not affect EQC levies
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payable, therefore the “change day” approach will not place any additional transitional 
billing obligations on insurers.    

20. Under a “change day” approach, insurers will need to signal in new policies, and policy
renewals up to 12 months before that date, that the policy will be subject to the new
EQC scheme at some point during the policy year (e.g. letting customers know about
changes to the excess, retaining wall cover etc).

21. We have not formally sought insurer views on the merits of the change day versus
phased approach implementation options for the new scheme, as this is an issue we
consider is best determined once the nature of the reforms is known. As timing
pressures mean that a decision on implementation provisions included in the bill on
introduction will be made without further input from insurers, we will be particularly
interested in insurer submissions to the Select Committee on this matter.

22. The new EQC Act is intended to apply prospectively – it will apply to events from the
change date. However, some aspects of the Bill raise some complex transitional
questions regarding how the new EQC Act will apply. For instance, it will need to be
clear about whether new provisions regarding dispute settlement apply to disputes that
arise, after the change date, on claims lodged prior to the change date.

23. Officials are still working on these secondary transitional issues. Our reporting in
January 2022 accompanying the draft Bill will outline the approach taken in the new
EQC Act and will provide you with an opportunity to endorse or adjust it.

Name of the Bill and new EQC Act 

24. As reported by EQC recently (EQC’s cultural capability work and possible name
change; BNC 21-22 014 refers) names of new pieces of legislation are usually chosen
by PCO, in consultation with relevant policy officials. PCO advise that the title of the
new EQC Act should reflect its main purpose – which in this case is to provide a natural
disaster insurance scheme. The name of the entity that administers the scheme is a
secondary legislative matter.

25. Therefore, PCO’s preference, which Treasury and EQC support, is the name of the
new EQC Act reflect the insurance scheme rather than the name of statutory entity.
Nonetheless, the name of the entity may influence the name of the new EQC Act. For
instance, if the entity name refers to hazard or disaster insurance, the Bill will likely
adopt the same descriptor.

26. The current working title of the Bill is the “Natural Disaster Insurance Bill”. If retained,
on enactment this would become the “Natural Disaster Insurance Act [2022]”. This
name would also respond positively to the Public Inquiry recommendation to review the
appropriateness of the title of the current EQC Act to make clear its scope is not limited
to earthquakes.

27. We understand that you are currently considering options for the future name of EQC.
We will advise PCO of your decision, once made, and advise you the resulting
proposed name for the Bill.

Decisions made by officials in drafting the Bill 

28. Officials have made decisions on various technical decisions when drafting the Bill.
There are two we wish you to have visibility of:
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 Extending EQC cover to water towers: At present EQC covers residential water
storage tanks, but not water towers. As part of rationalising the current list of
exclusions (CAB-21-MIN-0177 refers) we have removed the exclusion for water
towers. Therefore, EQC will cover these items in future.

 EQC levy refunds: The current Act is silent on refunds of the EQC levy. This is
probably an oversight. The potential for a refund most commonly arises when a
homeowner terminates an insurance policy early, such as when moving house.
We have added the ability for EQC to make refunds when the insurance policy to
which it is attached is terminated early.

Risks 

29. Slippage in either of the EQC or FENZ entry into force date would result in those dates
no longer being aligned, unless the date of the other initiative is also deferred to keep
them the same. The FENZ date has suffered significant slippage in the past.

Consultation 

30. EQC, PCO and DIA have been consulted on this report, and it reflects their feedback.

Next Steps 

31. You have power to act to make decisions on the Bill consistent with the guidance
provided by previous Cabinet decisions (CAB-21-MIN-0177 refers). We will issue
drafting instructions to PCO so that the Bill reflects your decisions on the
recommendations in this report.
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