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Submitted Documents 

The following documents are submitted to the Inquiry. They are in the folder titled 

S8_20190520_Submission_The Customer Managed Repair. 

 

Change Control Regsiter 

Version 1.1 | 24th May 2019 

• Title page title updated for consistency to other reports. 

• Change control added to page 2. 

• Page 5, grammar change. 

• Page 6, grammar change. 

• Page 7, grammar change and additional point. 

• Page 8, fair and reasonable added. 

• Page 14 case added. 

• Page 17 minor wording adjustments. 

• Page 18 quote added. 

• Page 21, grammar change. 
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Discussion 

What is an Insurance Response? 

What is an insurance response? What does it look like and what does it mean? 

It is our view that every person working within the EQC, or associated with the EQC, should 

be able to succinctly and clearly define an insurance response. If they can do this, it 

demonstrates to every person paying the EQC levy that the people working for them, the 

Board, the Minister, the CEO, employees, agents and contractors have a good 

understanding of their obligations under the Act. 

As part of an EQC Claimants Reference Group (CRG) meeting, the definition of an 

insurance response was addressed with several EQC staff. It became apparent that this 

knowledge is a skill gap within the EQC, a gap that, in my opinion, must be closed if the 

EQC is able to deliver to its obligations within the Act. 

Dean Lester, an insurance advisor who specialised in the field of residential claims prior to 

the Canterbury Earthquake Sequence (CES), provided me with some quotes and definitions 

of an insurance response, refer Figure 1. 

 

Figure 1: Dean Lester provided the above quotes/definition relating to an insurance response. 

 

SUBMISSION ITEM: The following documents are submitted to the inquiry. 
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Refer 138 

https://forms.justice.govt.nz/search/Documents/pdf/jdo/16/alfresco/s

ervice/api/node/content/workspace/SpacesStore/1c3d30e8-fb5f-4f6f-

ade7-cdcf3826647f/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f.pdf 

Refer 98 

https://forms.justice.govt.nz/search/Documents/pdf/jdo/a7/alfresco/s

ervice/api/node/content/workspace/SpacesStore/1f7672a7-6032-

4954-b687-e0dc168dab4f/1f7672a7-6032-4954-b687-

e0dc168dab4f.pdf 

Refer 159 e 

https://forms.justice.govt.nz/search/Documents/pdf/jdo/3d/alfresco/s

ervice/api/node/content/workspace/SpacesStore/9307b144-2a70-

43f7-be9b-bfbd66254158/9307b144-2a70-43f7-be9b-

bfbd66254158.pdf 

An Appropriately Conservative Approach 

From my understanding, an ‘appropriately conservative approach’ is a critical concept for 

any person dealing with a residential earthquake insurance claim. 

For experts, confusion will arise around the interpretation of ‘conservative’ unless it is well 

defined in advance (and well analysed for accuracy and interpretation). For example, some 

may think that ‘appropriately conservative’ relates to cost, while, in fact when dealing with 

the EQC, it refers to delivering a lasting repair to the house, to an ‘as when new’ condition 

and restoring its proper function, thereby mitigating risk to the insurer and the insured. 

When the experts1 cannot agree what ‘an appropriately conservative approach’ means in 

theory and what it looks like in practice, they certainly will not be able to agree on repair 

methodologies. Unfortunately, this approach results in the claimant becoming ‘piggie in the 

middle’. This is untenable and hugely unfair to a homeowner who has been through so much 

already. 

Unforeseen Costs 

When I talk with Dean Lester, he often tells me (and I paraphrase) ‘house insurance is 

building insurance, and the act of building buildings comes with risk and unforeseen costs’. 

                                                      
1 It is critical to define what experts would be involved in this process, I do not believe this should be 
limited to ‘engineering experts’ which is what appears to have occurred inside the EQC. 

https://forms.justice.govt.nz/search/Documents/pdf/jdo/16/alfresco/service/api/node/content/workspace/SpacesStore/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/16/alfresco/service/api/node/content/workspace/SpacesStore/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/16/alfresco/service/api/node/content/workspace/SpacesStore/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f/1c3d30e8-fb5f-4f6f-ade7-cdcf3826647f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/a7/alfresco/service/api/node/content/workspace/SpacesStore/1f7672a7-6032-4954-b687-e0dc168dab4f/1f7672a7-6032-4954-b687-e0dc168dab4f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/a7/alfresco/service/api/node/content/workspace/SpacesStore/1f7672a7-6032-4954-b687-e0dc168dab4f/1f7672a7-6032-4954-b687-e0dc168dab4f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/a7/alfresco/service/api/node/content/workspace/SpacesStore/1f7672a7-6032-4954-b687-e0dc168dab4f/1f7672a7-6032-4954-b687-e0dc168dab4f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/a7/alfresco/service/api/node/content/workspace/SpacesStore/1f7672a7-6032-4954-b687-e0dc168dab4f/1f7672a7-6032-4954-b687-e0dc168dab4f.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/3d/alfresco/service/api/node/content/workspace/SpacesStore/9307b144-2a70-43f7-be9b-bfbd66254158/9307b144-2a70-43f7-be9b-bfbd66254158.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/3d/alfresco/service/api/node/content/workspace/SpacesStore/9307b144-2a70-43f7-be9b-bfbd66254158/9307b144-2a70-43f7-be9b-bfbd66254158.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/3d/alfresco/service/api/node/content/workspace/SpacesStore/9307b144-2a70-43f7-be9b-bfbd66254158/9307b144-2a70-43f7-be9b-bfbd66254158.pdf
https://forms.justice.govt.nz/search/Documents/pdf/jdo/3d/alfresco/service/api/node/content/workspace/SpacesStore/9307b144-2a70-43f7-be9b-bfbd66254158/9307b144-2a70-43f7-be9b-bfbd66254158.pdf


Discussion Submission # 8 of 9 

Claims Re-opened, Claims Preparation and the Customer Managed Repair Page 6 of 22 

This concept is seen in the second of the quotes in Figure 1: “many repair strategies work, 

but only on the basis that they involve substantial and unforeseen costs.” 

We currently have an environment where the EQC and insurers seem driven to identify the 

exact costs of a repair before the work starts. This is counter-intuitive, because repair 

strategies, according to the in Figure 1, are prepared on the basis that they involve 

substantial and unforeseen costs.  

This goal -- to determine costs before construction work starts -- appears to be one of the 

reasons for this apparent claims management/claims-handling ‘washing cycle’ so many find 

themselves in, a potential gravy train for the EQC’s preferred suppliers when, as we know, 

there are few useful and reliable quality-assurance processes in place.  
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Confused About How to Reopen Claims? We Are, TOO! 

If appropriate quality-assurance processes had been in place, and with professional having 

insurance knowledge, we believe there would have been fewer failed repairs and/or 

examples of missed. In our view, much of this came about due to, but is not restricted to: 1) 

incorrect reinstatement standards, 2) confusion over what reinstatement should be, 3) a 

desire to reduce costs to the EQC/Crown (passing the costs and risk to the insured), 4) 

inadequate (or non-existent) quality control, 5) lack of insurance knowledge, 6) inadequate 

and / or incorrect training, 7) inability to determine damage, 8) failure to repair to ‘as when 

new’. 

What happens if you think your have missed damage / failed repair etc? 

When a person identifies potentially missed damage, under-repaired damage, inadequate 

scopes, and so forth, the EQC has provided a variety of processes for them to follow in order 

to re-open their claim, and before any further action can be taken. However, all of these 

processes seem ‘confused. 

Figure 2 shows a flow chart that is in the EQC’s 2017 ‘Review my Claim’ form. This flow 

chart indicates that the homeowner is the person who decides whether there is structural 

damage to their home. If so, then, according to the flow chart, the homeowner is directed to 

engage a structural engineer. Presuming the structural engineer determines that the damage 

is actually structural, the homeowner is then told to ‘ask a contractor for pricing’, and then to 

complete a form, and then to send it all off to the EQC. Hardly easy, and hardly something to 

be expected of a non-specialist. 

Once in receipt of the homeowner’s information, the evidence suggests that the EQC 

generally engages one of their preferred engineers to review the homeowner’s report(s). If 

the preferred engineer’s opinion differs to that of the homeowner’s engineer, then the EQC 

will refuse to reimburse the cost of the homeowner’s report, stating that they did not rely on 

it2.  Bear in mind that the EQC’s reports are often opinions unsupported by robust 

calculations, and that instructions provided by the EQC to the engineer are often 

incomplete/inadequate, and that the EQC does not necessarily complete a quality-assurance 

process after receiving the report from their engineer. The reasoning given by the EQC for 

this is stated in Figure 3, item 15. 

                                                      
2 The EQC have been known to offer to reimburse a percentage of the homeowner’s report costs. 
They are known to base their calculation on what percentage of the homeowner’s report they think 
they used, or that they think was ‘right’. 
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We accept that the EQC need to be cautious regarding the damage-identification process 

and associated repair methodologies. However, it seems that they themselves do not know 

what this should look like. To me, the measurement of the quality and appropriateness of 

damage assessment is relatively straightforward. For example: 

1. ‘Have they (the homeowner) engaged the right team of suitably qualified and 

experienced professionals?’  

2. ‘Have they (the homeowner) provided an appropriate instruction?’ 

3. ‘Are the costs incurred fair and reasonable, as well as sensible? 

The two examples of how people can ‘re-open claims’, Figure 2 and Figure 3, make it clear 

that the EQC routinely asks homeowners to follow processes which are confusing and 

inconsistent, and which can require homeowners to spend money they don’t have or, 

certainly, should not be expected to spend, because, as I will outline, these costs are costs 

of ‘doing the work’. We refer you to MAS v East. 
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Review My Claim Form - 2017 

 

Figure 2: This form was provided by the EQC in 2017 as a guide for a homeowner wanting their 
claim reviewed. Note the “Engage a structural engineer”. This reads like a clear instruction for 
a homeowner to engage an engineer.  
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Review of Claim Information – October 2018 

 

Figure 3: This is part of the updated claim review form, downloaded 18th May 2019. Link: 
https://www.eqc.govt.nz/sites/public_files/documents/claims/Claim-Review-Form-09102018.pdf 

 

https://www.eqc.govt.nz/sites/public_files/documents/claims/Claim-Review-Form-09102018.pdf
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Controlling the Process 

When the EQC uses an Engineer 

Figure 4 is taken from the claim review form dated October 2018 and referenced above. In 

this example, we see the EQC controlling the engineering process, a process which, by 

rights, is part of the project process, i.e. directly connected with the ‘doing of the work’. 

When the EQC uses a customer-managed repair process according to Figure 4, and when 

the damage and repair methodology requires an engineer, the EQC wish to control this 

process by treating it as part of claims handling. Whilst there is a natural step in the project 

process to gain an approval and to audit repair strategies, design and cost, it appears that 

the EQC have this aspect of a building project incorrectly ‘tagged’ or otherwise associated 

with claims handling. 

As discussed in Submission # 7, The Training and Use of Experts, it is important to 

remember that claimants are unlikely to accept a report where the EQC engages the 

engineer, does not consult with the homeowner, uses one of its preferred suppliers, and fails 

to provide a correct history. Claimants can quite understandably view the engineering firm as 

biased, since they were trained by the EQC and are likely to inappropriately apply the MBIE 

Guidance. 

 

Figure 4: Item 17 from the claim review form dated October 2018. It clearly stipulates that EQC 
will engage the engineer at their expense. Whilst perhaps not intended, this reads as 

adversarial. Most homeowners who have been through this process over and over again will 
know that the EQC will select one of its preferred engineers, which it has trained, and who 

likely misuse the MBIE Guidance. Refer to Submission # 7. 
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This form is for a claim review. It tells of a policy where there is a high likelihood that the 

EQC will elect a customer-managed repair. When I compare this to the EQC’s item 15 in the 

same document, the EQC seem confused about how they will treat the costs of ‘doing the 

work’, unless, of course, the EQC is using engineers as part of a loss-adjusting/claims-

handling/preparation exercise, focused on an attempt to reduce its liability in some way. 

If the EQC were using a model to ‘pay for work’, coupled with a strong quality-control 

process, then claimants, via their project manager (as it is already accepted there is CES 

damage), would be able to ‘get on with doing work’ and not find themselves in a continual 

cycle of assessment, each stage of which is then countered by a new EQC assessment. 

 

Figure 5: In item 15, the EQC provide a two-point test for fee reimbursement. 
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Customer-Managed Repairs 

It is our understanding that a customer-managed repair is a revised term the EQC is using to 

indicate its ‘election, i.e. the EQC’s intention to cash settle a claim. We saw this election 

made ‘en masse’ following the Valentine’s Day quake. 

Discharge | Cash Settle | In Policy | Out of Policy 

Before I carry on, I want to discuss the use of the term ‘cash settle’. It is my opinion that this 

term should either NEVER be used, or ALWAYS be qualified. 

As we know, the EQC cannot discharge a claim. Only a private insurer can do this. Most 

ordinary homeowners don’t know what the term ‘discharge’ means. People working for the 

EQC and private insurers don’t always know what this term means. The specialist world of 

insurance, terminology, and implications is hugely important, and it needs to be understood. 

In fact, the phrase ‘cash settle’ is intrinsically linked to two things: 1) a discharge of claim, 

and 2) ‘in-policy cash payments’ (i.e. when the EQC or an insurer pays cash, and the 

homeowner does the work). Most people are not aware of which of the two possible 

meanings of cash settled is being discussed by the EQC/insurer in regard to their claim3. 

A decision by insurers and claimants to discharge a claim should be considered the least 

desirable option, i.e. the purpose of insurance is to reinstate the home, not provide a 

windfall. It should not be treated as the norm, rather the exception. This is because, in the 

current environment, it is resulting in long-term legacy issues in the property market. For 

example, homes with ‘hidden (and often extensive) foundation damage’, homes with badly 

damaged drainage which remains unrepaired4, homes being on-sold with limited disclosure. 

In most cases, it is as simple as ‘they (purchasers) don’t know what they don’t know’. It is 

also means that people who were led to believe that their only option was to discharge their 

claims end up not having sufficient funds to repair their homes (something they paid an 

insurance premium for). These issues come about because a discharge of a claim is 

ALWAYS based on an estimate of costs to repair, and with the legacy of issues being 

outlined in the Submission pack. These estimates are based on opinions, and often on a 

pre-earthquake standard. 

The only appropriate time for a discharge of claim is when all the relevant information about 

a claim travels with the home, when Councils have robust programmes in place to deal with 

                                                      
3 We are aware this changes a little in ‘sum-insured’ environment, and if a home is deemed a rebuild. 
4 An obligation that is enduring to repair under Council bylaws. 
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house-to-street drainage, and when claimants are not bullied into accepting a discharge of 

claim, a behaviour we believe has become culturally acceptable within organisations like 

Southern Response. 

Liability Shifts – Insurer Managed Repair | Customer Manager Repair 

Our understanding is that when an insurer makes an election to manage a repair, the liability 

resides with the insurer and with the professionals and contractors they engage. 

A recent discussion with the EQC mentioned a viewpoint that when they elect to ‘pay cash’ 

or ‘cash settle’ (i.e. a customer-managed repair), the liability then shifts to the homeowner. I 

have raised this with senior executives at the EQC and they also hold the view that “all of the 

liability then rests fully with the homeowner”.  

There is something in this concept -- the liability moving to the homeowner – that seems 

really ‘wrong’. When an insurer manages a repair, they assume liability. But if the insurer 

elects a ‘customer-managed repair’, the liability, and therefore any risk, shifts to the 

customer. What is more, the insurer is the only party that can make that election. 

Again, I have spoken with Dean Lester about this issue. As mentioned on page 5, under the 

heading “Unforeseen Costs”, the second of the quotes in Figure 1 says “many repair 

strategies work, but only on the basis that they involve substantial and unforeseen costs”. 

Dean is of the view (and I paraphrase) that, very simply, because the insurer agreed to 

provide insurance on the building, this means that after a claim is accepted, building work 

will need to be done. And because building work comes with known risks, the insurer retains 

that some liability.  

SUBMISSION ITEM: We submit an overseas finding on liability when a claimant ‘does 

the work’ University of Newcastle v GIO. 

In the current, and the somewhat shambolic, environment of our post-CES residential 

dwelling insurance world, this issue comes back to the idea of ‘process’. 

The “cash settled’ Valentine’s Day Claim a personal experience 

From personal experience with a Valentine’s Day claim, I specifically asked IAG for guidance 

on project management as it related to the EQC elements of the claim. They refused and 

stated the ‘builder I had selected was the project manager’. I disagreed. This claim has now 

stalled, and there is an issue with inadequate scoping of damage and a tradesperson who 
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did not apply a repair correctly. We will likely file proceedings against the tradesperson, as 

the damage to the property is greater than that which the earthquake caused. 

My point is that, if we accept that: 1) there are unforeseen costs (and therefore risk) in 

building projects, and/or 2) some contractors will go out of business (either by insolvency5 or 

by choice, to avoid liability, and/or 3) some tradespersons will do their work in an un-

tradesperson-like way, and/or 4) some structural engineers use opinion only, with no robust 

calculations, and/or 5) there are poor-quality processes, then there are significant 

implications for homeowners when there is an insurer elects a ‘customer-managed’ repair. 

When the EQC and private insurers elect a customer-managed repair, i.e. a cash settlement 

(which they have the right to do), and believe they can pass all risk to the insured, then, in 

my opinion, the EQC and private insurers are not operating in good faith. Furthermore, this 

position seems in direct contrast with the purpose of the insurance, i.e. to minimise or reduce 

risk to a homeowner. Due to the imbalance of power that currently exists, with no counter 

balance yet in place, claimants will likely to have no choice but litigate against the EQC and 

private insurer should this scenario occur (I believe there is an example of this within the 

EQC presently). 

This is a real issue for customer-managed repairs, and I believe it needs specific attention. 

My preference is that we must see in-depth analysis activities, coupled with process design, 

approvals, and followed by robust learning-and-development programmes, before the EQC 

can take a ‘stance’ that can be trusted. I believe we should discourage reactive approaches 

that are not well planned or well executed. 

Customer Managed Repair 

Althea Kallas, who often reviews documents for me, read this submission and provided 

some feedback on the EQC’s view on liability with a customer-managed repair. I believe it is 

appropriate to provide this to the Inquiry. Refer Figure 6. 

Althea raises an excellent point. Just the phrasing alone, i.e. ‘customer-managed repair’, 

sounds like it is passing risk and a whole lot of work. If this is a phrase the EQC wishes to 

                                                      
5 There are significant examples available to the Inquiry of large construction companies, project 
management companies / design and builds etc. going out of business due to insolvency. This is a 
risk which, in my opinion, the EQC must accept when they elect either an insurer-managed repair or a 
customer-managed repair. Equally, they must accept non-tradesperson-like work, inadequate scopes 
and so forth. However, I believe that a robust process can manage risk well and effectively. 
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use, like it does with ‘cash settled’, it must be accompanied with accurate and precise 

explanations, including the right process, inclusive of a risk-mitigation process.  

 

 

Figure 6: Feedback from a lay person on the EQC’s position of liability with a  
customer-managed repair. 
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Doing the Work – What Does that Mean 

Based on his involvement with the CRG, Dean Lester proposed that the EQC trial his claims 

process. This is underway. Dean and I have discussed at length what is meant when Dean 

uses the phrase ‘doing the work’. 

For many people, the phrase ‘doing the work’ has an immediate connotation that we are 

discussing ‘being on the tools’, i.e. the construction phrase of a building project. This is 

absolutely not the case. 

Any construction project starts well before any physical work (‘on the tools’) takes place. 

Here is an example. If a person is doing a non-insurance-related renovation project on their 

home, they will find and engage the right professionals for the job, for example a 

plasterboard expert, a foundation expert, a drainage expert, and so on. The parties will then 

discuss what needs to be done. If required, a structural engineer will also be engaged, and 

then they will move to design, procurement and costing. 

These steps are normal steps in any building project. As Dean says, they are part of ‘doing 

the work’. Let’s go back to the renovation analogy. The homeowner has been ‘doing the 

work’ essential to their home renovation. They have made phone calls, attended meetings 

and outlined what needs to be done, and in what order. 

However, not all people doing renovations or building a house will want to, or be able to, do 

this work themselves. It depends on their time, skills, and personal ability and/or experience. 

People sometimes engage project managers to do this work for them. When an insurance 

claims is involved a project should always be engaged. 

This type of planning is real work, and it is a real cost within a project. Without it, any ‘on the 

tools’ work cannot happen. Unplanned jobs tend to be the ones that fail, often with cost over-

runs, and with no successful outcome. 
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Project Management vs Claims Preparation 

Most high-quality project-management processes were borne out of the software/tech 

industry, for example, Agile and SCRUM. They are highly portable concepts and can be 

applied to almost any project. 

We believe that an effectively project-managed claim should address the natural tension 

between cost and risk mitigation. These two considerations work in aggregation to achieve 

an appropriately conservative repair, but one that is proper and lasting, and which reinstates 

to the policy standard, as included in Figure 1 “a conservative approach to ensure a proper 

and lasting repair of the house to an ‘as new’ condition and to restore its proper functionality 

as a home”. The ethos ‘do it once, do it right’ always applies. 

If a claim is project managed correctly, the ‘front end’ of the project should adopt an Agile 

methodology, with the subsequent stages using a Waterfall approach. Using these 

approaches, the work can begin, rather than getting lost in a cycle of assessment, claims 

preparation and handing.  

We believe there has been confusion over what constitutes claims-preparation work and 

project-management work, refer Figure 7. Ideally, the future insurance response / any 

guidance and processes used by the EQC will consistently and accurately reflect a true 

project management approach as outlined in Figure 8. 
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Current State – Project Process 

 

Figure 7: My understanding of the current process used by EQC (PDF provided as a 
submission item in the Submission folder) 
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Future State – Project Process 

 

Figure 8: Possible Future State. Note the movement of claims handling costs. This approach, if 
well executed, mitigates risk. (PDF provided as a submission item in the Submission folder) 
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Recommendation – Claims Preparation Costs 

We recommend that, as part of future planning, a nominal amount, perhaps $2,500 - $4,500 

of the first $150,000 of the EQC cap, should be made available for the policyholder to use for 

their claim’s preparation costs. If this were adopted, then only professional claims preparers 

would be approved, with the objective of building a streamlined and efficient claim-

preparation process that supports and empowers the policyholder. This model is seen in 

commercial policies.  

We recommend a discussion with Dean Lester to further explore the concept of a fixed fee 

for claims preparation, and we believe this concept would eliminate an organisation using 

percentage models in its claims-preparation services.  
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Conclusion 

The EQC needs to take a more process-orientated approach to their decision making. This 

includes looking at trialling a project-management process that offers quality assurance and 

control processes, being willing to learn from that process, and implementing what works. 

I strongly recommend they take a pragmatic approach to their ‘customer managed repair’ 

programme and implement a process that is realistic, appropriate and provides the right level 

of risk mitigation. 

It is also worth exploring an element of claims-preparation costs for the policyholder to 

access as part of the cap payment. 


