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Like Japan, New Zealand is subject to significant seismic vulnerabilities due to its location in
the continental collision zone between the Indo-Australian and Pacific plates. Around 20,000
earthquakes are recorded annually, although only around 250 of these are actually felt.!

These vulnerabilities were manifested in the Canterbury earthquake sequence of 2010-2011,2
causing 185 deaths, thousands of serious injuries, and damage costing over NZD$50 billion
(¥4.1 trillion).®> Some 8,000 properties in and around Christchurch were deemed infeasible to
rebuild on (“red-zoned”). The effects on the mental health of the affected population were also
profound.

The insurance response to the damage caused by the Canterbury earthquake sequence was a
combination of contractual arrangements and limited statutory cover. This proved inefficient
and inadequate in several respects. Lengthy delays were experienced in the handling and
assessment of claims. A substantial volume of litigation also ensued. Some claims are still on
foot now, 14 years later.

This presentation will examine problems arising in this context concerning policy
scope/application; the relationship between private insurance and statutory cover under the
Earthquake Commission Act; and claims processing and assessment. It will then turn to the
recent major reform of New Zealand’s insurance contract law (Contracts of Insurance Act
2024)* and the statutory “first loss” insurance against damage to residential buildings and (to
a limited extent) land resulting from natural hazards (Natural Hazards Insurance Act 2023).°
Finally, some observations will be made as to what extent this reform is likely to achieve its
intended purpose and avoid or mitigate the insurance problems arising from the Canterbury
earthquake sequence.

! See further https://www.geonet.org.nz/earthquake/fag

2 This refers to the earthquakes on 4 September 2010 (magnitude 7.1) and 22 February 2011 (magnitude 6.3),
and the significant aftershocks on 13 June 2011 (magnitude 6.0) and 23 December 2011 (magnitudes 5.8 and
5.9).

3 Adjusted for inflation.

4 See https://www.mbie.govt.nz/business-and-employment/business/financial-markets-conduct-
regulation/insurance-contract-law-review

5 See https://www.naturalhazards.govt.nz/insurance-and-claims/about-nhcover/
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