
Earthquake Commission Dissolution Bill

Member' s Bill

Explanatory note
This bill dissolves the Earthquake Commission and vests its assets
and liabilities in the Crown. The bill will come into force 12 months

after the bill receives its Royal assent, in order to allow time for the

Commission to wind up its operations and for individuals to obtain

disaster cover from insurance companies.

The bill recognises that-

• individuals ought to be responsible for decisions on whether

to insure their property for loss from natural disasters and on
the level of such insurance:

• the Commission does not have sufficient funds or reinsurance

protection to cover the cost of claims that could arise from a

major natural disaster and the Government would have to

provide the shortfall (which would be a burden on taxpayers
and could be as much as $2.5b):

• the insurance industry in New Zealand has experienced no

difficulties in providing cover for commercial property and
motor vehicles (which are not covered by the Commission)

and there is adequate reinsurance capacity internationally for
the industry to take over the residential and personal property
cover provided by the Commission:

• the business of providing disaster insurance is not a natural

public service function:

· in the event of a natural disaster, the Government' s natural

role is to provide regular safety net assistance, which could be
delivered in a number of different ways, such as through
health care, welfare benefits, emergency housing, and tax
concessions.
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2 Earthquake Commission Dissolution

Clause by clause analysis

Clause 1 relates to the Title.

Explanatory note

Clause 2 relates to the commencement. The provisions dissolving
the Commission come into force 12 months after the bill receives the

Royal assent.

Clause 3 defines certain terms used in the bill. In the bill,-

• Commission means the Earthquake Commission:

• Minister means the Minister of Finance:

• Secretary means the Secretary to the Treasury.

Provisions applying before dissolution of Commission

Clause 4 requires the Commission to wind up its operations before
the dissolution date. This includes-

the payment of all money owed by and the recovery of all
debts due to the Commission:

• the sale or disposal of all real and personal property belonging
the Commission (which sale or disposal is subject to the
Minister' s prior approval).

Clause 5 provides for the Commission to prepare and send its final
report and accounts to the Secretary who must send them on to the
Minister. The accounts must be prepared in accordance with section
41 of the Public Finance Act 1989 and the report must be prepared in
accordance with section 41I of that Act. The Minister must present a
copy of the final report and accounts to the House of
Representatives.

Dissolution of Commission and related provisions

Clause 6 dissolves the Commission and provides for-

• the real and personal property, the Natural Disaster Fund, and
all other assets, rights, and liabilities of the Commission to
become assets, rights, and liabilities of the Crown:

• all money payable to the Commission (or the Natural Disaster
Fund) to become payable to the Crown:

• any proceedings pending by or against the Commission to be
carried on, completed, or enforced by or against the Crown.



Explanatory note Earthquake Commission Dissolution

Clause 7 provides that members of the Commission are deemed to
have vacated their office on the commencement of this clause and

provides that no compensation is payable for such loss of office.
Clause 8 protects the name "Earthquake Commission" for a period
of 5 years. During that period, a person-

• may not register that name or a name which the appropriate
registering authority considers so closely resembles that name
as to be likely to deceive:

• may not carry on business under such a name:

• commits an offence if the person carries on business in con-
travention of the clause, and is liable on summary conviction
to a fine not exceeding $5,000.

Clause 9-

• repeals the Earthquake Commission Act 1993:

• revokes the Earthquake Commission Regulations 1993 (SR
1993/345):

• consequentially amends the Acts specified in the Schedule:

• revokes certificates registered under section 28 of the Earth-
quake Commission Act 1993 against the title to any land.

Clause 10 continues disaster insurance cover provided under sec-
tions 18 to 20 of the Earthquake Commission Act 1993.

Persons who have fire insurance cover on residential property or
personal property immediately before the commencement of this
clause will continue to have disaster cover until their existing cover
expires. After that, those persons will have to make their own
arrangements with an insurance company if they wish to continue to
have disaster cover.

The Schedule sets out consequential amendments to various Acts.
Attention is drawn to the amendments to the Fire Service Act 1975.

Section 48(6) of that Act (which relates to fire service levies payable
by insurance companies) uses the terms residential property and
personal property, and provides that these terms have the same
meaning as they have in section 2(1) of the Earthquake Commission
Act 1993. Section 48(6) also refers to the amount for which property
is insured under the Earthquake Commission Act 1993.
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4 Earthquake Commission Dissolution Explanatory note

This clause carries over the relevant definitions and provisions in the
Earthquake Commission Act 1993 by inserting them in the Fire
Service Act 1975.



4

5

6

7

1

2.

3.

1

3

2

(1)

Owen Jennings

Earthquake Commission Dissolution Bill

Member's Bill

Title

Commencement

Interpretation

Provisions applying before dissolution of

Commission

Commission to wind up operations
before dissolution

Final annual report and accounts

Dissolution of Commission and related

provisions

Dissolution of Commission

Vacation of office by members of
Commission

Contents

8 Prohibition on registration of name

Repeals, consequential amendments, and
transitional provisions

9 Repeals, revocations, and conse-
quential amendments

10 Continuation of cover provided by
Commission

Schedule

Consequential amendments

The Parliament of New Zealand enacts as follows:

(2)

Title

This Act is the Earthquake Commission Dissolution Act 2000.

Commencement

Sections 1 to 5 come into force on the day after the date on 5

which this Act receives the Royal assent.

The rest of this Act comes into force 12 months after the date

on which this Act receives the Royal assent.

Interpretation

In this Act, unless the context otherwise requires,- 10

Commission means the Earthquake Commission constituted
under the Earthquake Commission Act 1993

Minister means the Minister of Finance

Secretary means the Secretary to the Treasury.
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(1)

(2)

Earthquake Commission Dissolution

Provisions applying before dissolution of Commission

Commission to wind up operations before dissolution

Having regard to the provisions of section 6, the Commission
must do all that is necessary to ensure the orderly winding up
of the operations of the Commission, including- 5
(a) the payment of all money owed by and the recovery of

all debts due to the Commission; and

(b) the sale or disposal of all real and personal property

belonging to the Commission.

The winding up required by subsection (1) must be effected 10
before the commencement of section 6.

The Board must not sell or otherwise dispose of any real or

personal property under subsection (1) without the prior
approval of the Minister or of some other person authorised in

writing by the Minister for that purpose. 15

Final annual report and accounts
Before the commencement of section 6, the Commission

rnust-

(a) prepare and send to the Secretary the final report of the

Commission showing the Commission' s operations for 20

the period commencing on 1 July immediately preced-

ing the commencement of section 6 and ending with the
commencement of that section; and

(b) attach to the report a copy of the Commission' s

accounts for that period certified by the Audit Office. 25

As soon as reasonably practicable after receiving the report

and accounts from the Commission, the Secretary must for-

ward copies to the Minister who must present a copy of the
final report and accounts to the House of Representatives.

Dissolution of Commission and related provisions 30

Dissolution of Commission

On the commencement of this section,-

(a) the Earthquake Commission is dissolved; and

(b) all real and personal property of the Commission, the

Natural Disaster Fund, and all other assets, rights, and 35

liabilities of the Commission become assets, rights, and
liabilities of the Crown; and
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(c) all money payable to the Commission or to the Natural
Disaster Fund becomes payable to the Crown; and

(d) all proceedings pending by or against the Commission
may be carried on, completed, or enforced by or against
the Crown. 5

7 Vacation of office by members of Commission

(1) Every person who, immediately before the commencement of
this section, held office as a member of the Commission, is

deemed, as from the commencement of this section, to have

vacated that office. 10

(2) No person who, under subsection (1), is deemed to have vacated
office as a member of the Commission is entitled to compen-
sation for loss of office as a member of the Commission.

8 Prohibition on registration of name
(1) No person or other body may, for a period of 5 years after the 15

commencement of this section, be incorporated or registered
under any Act or otherwise under the name "Earthquake
Commission" or under any other name that, in the opinion of
any registering authority within the meaning of section 2 of
the Flags, Emblems, and Names Protection Act 1981, so 20
closely resembles that name as to be likely to deceive.

(2) No person may, either solely or with any other person, for a
period of 5 years after the commencement of this section,
trade or carry on business under the name "Earthquake Com-
mission" or under any other name that so closely resembles 25
that name as to be likely to deceive.

(3) Every person who contravenes subsection (2) commits an
offence and is liable on summary conviction to a fine not
exceeding $5,000.

(4) Despite subsections (2) and (3). no company or other body incor- 30
porated or registered before 1 January 1994 (which date is the
date of the commencement of the Earthquake Commission
Act 1993), commits an offence merely because of the fact that
by itself it trades or carries on business after the commence-
ment of this section under its incorporated or registered name. 35
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Earthquake Commission Dissolution

Repeals, consequential amendments, and transitional
provisions

Repeals, revocations, and consequential amendments
The following enactments are repealed:
(a) the Earthquake Commission Act 1993: 5
(b) the Earthquake Commission Amendment Act 1998.

The Earthquake Commission Regulations 1993 (SR
1993/345) are consequentially revoked.

The Acts specified in the Schedule are consequentially
amended in the manner set out in that schedule. 10

On the commencement of this section, every certificate regis-
tered under section 28 of the Earthquake Commission Act
1993 against the title to any land is revoked and, as soon as
practicable, the appropriate District Land Registrar must
(without fee) note the revocation against the title to that land. 15

10 Continuation of cover provided by Commission
Every contract of insurance that-
(a) is in force immediately before the commencement of

this section; and

(b) includes cover against natural disaster damage by virtue 20
of sections 18 to 20 of the Earthquake Commission Act
1993--

continues in force until the contract expires.
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Schedule s 9(3)

Consequential amendments

District Courts Amendment Act 1998 (1998 No 76)

Repeal so much of the Schedule as relates to the Earthquake Com-
mission Act 1993. 5

Fire Service Act 1975 (1975 No 42)
(RS Vol 27, p 11)

Insert in section 2, in their appropriate alphabetical order, the fol-
lowing definitions:

"personal property located in or on a residential 10
building-

"(a) includes property that is usually so located but is tempo-
rarily removed from the building for any reason; but

"(b) does not include any property used solely or principally
for commercial purposes 15

"residential building means-

"(a) a building, part of a building, or any other structure
(whether or not fixed to land or to another building,
part, or structure) in New Zealand that comprises or
includes 1 or more dwellings, if the area of the dwelling 20
or dwellings constitutes 50% or more of the total area of
the building, part, or structure:

"(b) a building or part of a building (whether or not fixed to
land, or to another building, part, or structure) in New
Zealand that provides long-term accommodation for the 25
elderly, if the area of the building which provides long-
term accommodation for the elderly constitutes 50% or
more of the total area of the building, part, or structure:

64 /

(c) a building or structure appurtenant to a dwelling
referred to in paragraph (a), or a building or part of a 30
building referred to in paragraph (b), if it is used for the
purposes of the household of the occupier of the dwell-
ing or for the purposes of the residents of the building or
part:

"(d) all water supply, drainage, sewerage, gas, electrical, 35
and telephone services, and structures appurtenant to
those services-

"(i) serving a dwelling referred to in paragraph (a), a
building or part of a building referred to in para-
graph (b), or surrounding land; and 40
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Fire Service Act 1975-continued

"(ii) situated within 60 metres, in a horizontal line, of

the dwelling or building or part; and
"(iii) owned by the owner of the dwelling or building

or part, or by the owner of the land on which the 5

dwelling or building or part is situated

"residential land means, in relation to any residential build-
ing, the following property situated within the land holding on
which the residential building is lawfully situated:
"(a) the land on which the building is situated; and 10
"(b) all land within 8 metres in a horizontal line of the

building; and

"(c) that part of the land holding that-
"(i) is within 60 metres, in a horizontal line, of the

building; and 15
"(ii) constitutes the main access way or part of the

main access way to the building from the bound-

ary of the land holding or is land supporting such

access way or part; and

"(d) all bridges and culverts situated within any area speci- 20
fied in any of paragraphs (a) to (c); and

"(e) All retaining walls and their support systems within 60
metres, in a horizontal line, of the building that are

necessary for the support or protection of the building
or of any property referred to in any of paragraphs (a) to (c) 25

"residential property means a residential building and the
residential land on which it is situated".

Repeal paragraphs (a) and (b) of section 48(6), and substitute the
following paragraphs:

"(a) in the case of residential property, the amount applica- 30
ble under section 48A(2) to (5):

"(b) in the case of personal property located in or on a
residential building, the amount applicable under section
48A(6): ".

Omit from section 48(6)(c) the words "In the case of other prop- 35
erty,", and substitute the words "In any case".
Insert, after section 48, the following section:

48A Fixing insured amounts for levies relating to residential
property or personal property

"(1) This section applies for the purposes of section 48(6)(a) and 40
(b).
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Fire Service Act 1975-continued

"(2) Subject to any regulations made under this Act, where a
person enters into a contract of fire insurance with an insur-
ance company in respect of any residential building situated in
New Zealand, the residential building is, while that contract is 5
in force, deemed to be insured for its replacement value to the
amount (exclusive of goods and services tax) which is the
lesser of,-

"(a) if the contract of fire insurance specifies a replacement
sum insured for which the building is insured against 10
fire under that contract, the amount of that sum insured:

"(b) if the contract of fire insurance does not specify such a
replacement sum insured but does specify an amount to
which the building is to be insured under this Act, that
amount: 15

"(c) the amount arrived at by multiplying the number of
dwellings in the building (which number is determined

in accordance with subsection (3)) by $100,000 or such

higher amount as may be fixed from time to time for the

purposes of this paragraph by regulations made under 20
this Act.

"(3) An amount specified for the purposes of subsection (2)(c) must
not be less than the amount calculated by multiplying a sum of
not less than $1,000, or such higher sum as is fixed from time
to time for the purposes of this subsection by regulations made 25

under this Act, by the area in square metres of the residential
building. Where a contract specifies a lesser amount, the
amount specified is deemed to be $1,000 or such higher sum
as is fixed from time to time for the purposes of this subsection
by regulations made under this Act. by the area in square 30

metres of the residential building.

"(4) For the purposes of subsection (2)(c), a residential building is
deemed to comprise 1 dwelling unless the existence of a
higher number of dwellings in the building is disclosed to the

insurance company at the time that the contract of fire insur- 35
ance is entered into.

"(5) Subject to any regulations made under this Act, where a
residential building is deemed to be insured against natural

disaster damage, the residential land on which that building is
situated is, while that insurance of the residential building is in 40
force, deemed to be insured against natural disaster damage to
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Schedule Earthquake Commission Dissolution

Fire Service Act 1975-continued

the amount (exclusive of goods and services tax) which is the
sum of, in the case of any particular damage,-
"(a) the value, at the site of the damage, of-

"(i) if there is a district plan operative in respect ofthe 5
residential land, an area of land equal to the mini-
mum area allowable under the district plan for
land used for the same purpose that the residen-
tial land was being used at the time of the dam-
age; or 10

"(ii) an area of land of 4000 square metres; or
"(iii) the area of land that is actually lost or

damaged,-
whichever is the smallest; and

"(b) the indemnity value of any property referred to in 15
paragraphs (d) and (e) of the definition of residential land

in section 2 that is lost or damaged.

"(6) Subject to any regulations made under this Act, where a
person enters into a contract of fire insurance with an insur-

ance company in respect of any personal property situated in 20
New Zealand, the property is, while the contract is in force,
deemed to be insured against natural disaster damage for its
replacement value (or, if it is insured against fire on any less
favourable basis, that basis) to the amount (exclusive of goods
and services tax) which is the lesser of- 25
"(a) if the contract of fire insurance specifies a maximum

amount to which property is insured against fire under
the contract, that amount:

"(b) the sum of $20,000 or such greater amount as may be

fixed from time to time for the purposes of this sub- 30
section by regulations made under this Act."

Income Tax Act 1994 (1994 No 164)

Repeal so much of Schedule 20 as relates to the Earthquake Com-
mission Act 1993.

Ombudsmen Act 1975 (1975 No 9) 35
(RS Vol 35, p 469)

Omit from Part II of the First Schedule the item relating to the
Earthquake Commission.
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Public Finance Act 1989 (1989 No 44)

(RS Vol 33, p 419)

Omit from the Fourth and Sixth Schedules the item relating to the
Earthquake Commission.
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