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Cabinet Economic 
Development Committee 

Minute of Decision 

This document contains information for the New Zealand Cabinet. It must be treated in confidence and 
handled in accordance with any security classification, or other endorsement. The information can only be 
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Mixed-use Buildings Under the Earthquake Commission Act 1993

Portfolio Earthquake Commission

On 18 March 2020, the Cabinet Economic Development Committee:

1 noted that the Earthquake Commission (EQC) scheme provides a capped level of insurance 
cover (EQC cover) to allow insured homeowners to recover in the event of a qualifying 
natural disaster;

2 noted that:

2.1 to qualify for EQC cover over a whole building, at least 50 percent of the building’s 
floor area must be dedicated to dwellings (residential building test);

2.2 if a building is below that threshold, cover will only be for the parts comprising the:

2.2.1 dwellings;

2.2.2 appurtenant structures (such as storage lockers and car parks associated 
with the dwellings); 

2.2.3 associated services (such as sewerage pipes);

3 noted that the current residential building test, set out in the Earthquake Commission Act 
1993 (the EQC Act) and EQC cover settings do not fairly reflect the homeowners’ use of, 
and interest in, a mixed-use building, because:

3.1 the residential building test only takes into account the floor area of the dwellings 
themselves, and not the appurtenant structures or common areas the homeowners 
have use of and an interest in;

3.2 if the residential building test is not met, no cover is provided for common areas that 
the homeowners have use of and an interest in;

4 agreed to amend the residential building test to account for the floor area of the dwellings, 
appurtenant structures, and the homeowners’ proportionate interest in common areas;

5 agreed that where a building is below the 50 percent threshold in the residential building 
test, EQC cover will extend to common areas on a proportionate basis, determined using the 
residential floor area in the building;
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6 noted that, as most mixed-use buildings are either clearly above or below the threshold in 
the residential building test, it is likely that only a small number of buildings will be affected
by the proposed change to that test;

7 noted that a savings provision will be included in the proposed Earthquake Commission 
Amendment Bill 2020 (the Bill) so that the current residential building definition in the EQC
Act continues to apply for the Fire and Emergency New Zealand levy;

Financial Implications

8 noted that the above decisions have no impact on EQC levy revenues and that in a 
significant natural disaster event, they will increase the expected value of claims 
settlements;

9 noted that the above decisions have no fiscal effects for operating balance, total Crown cash
flows or core Crown net debt (assuming no significant natural disaster events);

Legislative Implications

10

11 invited the Minister Responsible for the Earthquake Commission (the Minister) to issue 
drafting instructions to the Parliamentary Counsel Office to give effect to the above 
proposals by amendments to the EQC Act and any other legislation requiring consequential 
amendment as a result of the changes proposed in the paper attached under 
DEV-20-SUB-0039;

12 authorised the Minister to make decisions on transitional provisions and other policy 
matters that arise as the Bill is drafted;

13 noted that the Minister intends to introduce the Bill in May 2020;

Vivien Meek
Committee Secretary

Present: Officials present from:
Rt Hon Winston Peters
Hon Grant Robertson (Chair)
Hon Phil Twyford
Hon Dr Megan Woods
Hon David Parker
Hon Nanaia Mahuta (via phone)
Hon Stuart Nash
Hon Iain Lees-Galloway
Hon Jenny Salesa
Hon Damien O’Connor
Hon Shane Jones
Hon James Shaw
Hon Eugenie Sage
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