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1. INTRODUCTION 

 
1.1 This submission is a response by IAG New Zealand Group (IAG) to the discussion 

document Funding Fire and Emergency Services for all New Zealanders published by 
the New Zealand Fire Service Commission (NZFS).  
 

1.2 IAG is New Zealand’s leading general insurer.  More than 1.5 million New Zealanders 
choose us as their insurer and we insure one in every two homes and businesses, 
three out of every five cars and protect over $450 billion of commercial and domestic 
assets across New Zealand.  Our business is focussed on making the world a safer 
place, and we are committed to making sure that New Zealanders have the ability to 
protect themselves and their assets through easily accessible and affordable 
insurance.   

1.3 We support the establishment of a unified and integrated national fire service which 
we believe will establish a more co-ordinated fire and emergency service across the 
country.  Our submission focuses on issues we have with the proposed levy rate to 
fund this service and provides high level comment on the complexities we face in 
implementing changes to ensure this new rate takes effect for levies beyond 1 July 
2017.   

1.4 As a member of the Insurance Council of New Zealand (ICNZ), we also endorse the 
submission made by the ICNZ which outlines the ongoing frustration our industry has 
over a public good such as fire and emergency being funded by a levy on insurance 
customers.   

1.5 This submission contains commercially sensitive information and we request that the 
contents of our submission remain confidential under Section 9(2)(b)(ii) of the Official 
Information Act 1982.  

1.6 IAG’s contacts for matters relating to this submission are: 

Bryce Davies, Senior Manager Government and Stakeholder Relations 

T: 09 969 6901 

E: bryce.davies@iag.co.nz 

 

Yannis Naumann, Manager Government and Stakeholder Relations 

T: 09 969 7959 

E: yannis.naumann@iag.co.nz 

 

 

mailto:bryce.davies@iag.co.nz
mailto:yannis.naumann@iag.co.nz


 

 
Page | 3 

2. GENERAL COMMENTS 

 
2.1 IAG recognises the crucial role that New Zealand’s fire and emergency services play in 

our country. We believe the new Fire and Emergency New Zealand (FENZ) 
organisation will provide a more flexible, modern, effective, efficient and coordinated 
fire service across the country which we support.     

2.2 We acknowledge the importance of ensuring that FENZ is properly funded for its 
activity so that all New Zealanders are able to benefit from the important services 
provided by our fire and emergency services across the country.  

2.3 We do, however, remain frustrated at the way in which these services are being 
funded as we believe the levy on insurance is inequitable and undesirable.  As noted 
in our submission on legislation establishing FENZ, we were disappointed taxation 
options were never canvassed as part of the Department of Internal Affairs’ Fire 
Service Review Discussion Document in 2015.  This omission was puzzling given the 
majority of stakeholders had supported them as part of the 2012 Fire Review Panel 
(despite funding through taxation being excluded from the terms of reference), the 
department’s own officials had identified the benefits of funding the services through 
general taxation, and a significant amount of independent economic research had 
been provided illustrating that a levy on insurance is the worst possible option for 
funding the fire service.  

2.4 We believe it is clear that the services offered by our fire services are a public good, 
and it remains our firm belief that these should therefore be funded through general 
taxation.   

2.5 We question the Fire Service Commission’s assertion that revenue for the fire service 
has remained stagnant since the levy was adjusted in 2008.  This overlooks the fact 
that the fire service’s funding has increased by $70 million since 2008, a figure which 
exceeds inflation and which illustrates that in real terms, the service has indeed 
benefited from a funding increase.  

2.6 We remain disappointed at the fact we are being asked to make comment on 
changes to FENZ without clarity around legislative and regulatory arrangements.  This 
is a point we have addressed in submissions we have made to the Government 
Administration Select Committee on the FENZ Bill and to the Department of Internal 
Affairs on the associated regulations.  Without clarity on these issues, our ability to 
make informed comment and accurately quantify the impact these changes will have 
on our business and customers is constrained.   



Page 4  

3. PROPOSED LEVY RATES FOR 2017/18 

 
3.1 Our submission does not include detailed comment on the process used to establish 

the proposed levy rates for 2017/18 or the integrity of the Fire Service’s calculations, 
but instead provides high level comment on the levy rate.   

An increased risk of underinsurance 

3.2 Broadly speaking we believe any levy rate increases should be kept to a minimum. 
Already approximately 23% of our premium costs are determined by government 
taxes and levies and amongst customers with home insurance policies (excluding 
contents) this grows to approximately 32%.  Lifting the fire service levy rate simply 
means our customers will ultimately be forced to pay more for their insurance 
premiums.  This is particularly evident in the commercial space where the levy will be 
applied in an uncapped way to commercial property insurance and following the 
broadening of the levy in 2018 so that it applies to the maximum sum insured, will 
see the levy increase even if the rate doesn’t change.  

3.3 We believe that in some cases, these levy rate increases could see customers 
choosing to deliberately underinsure their assets or alternatively, abandon their 
insurance coverage altogether.  Market research undertaken by Neilsen indicates 
that should premiums increase by approximately 10%, then 30% of homes with 
annual incomes less than $80,000 say they would need to reduce other expenditure 
to afford insurance. Similarly, 33% of respondents say they would have to reduce 
their insurance cover in some way such as higher excesses, a reduction in sum 
insured, or dropping products.  While the increases are not yet at this proportion, it is 
undeniable they will have an impact on customers’ decision-making.  

3.4 As the New Zealand Treasury reported in 2016, underinsurance is an increasing issue 
for New Zealand.  This becomes particularly troublesome should New Zealand 
experience another major disaster, particularly given the effect further events could 
have on reinsurance premiums.  We believe that in such a circumstance there would 
be significant public pressure for the government to provide additional financial 
assistance in order to assist those New Zealanders who were underinsured.  This 
would likely be a significant financial cost to the government. 

3.5 Again, we reiterate our support for embracing a more equitable funding solution for 
fire and emergency services such as general taxation which would not jeopardise the 
affordability of insurance.   

4. IMPLEMENTATION TIMEFRAMES 

 
4.1 We are concerned at the extremely tight timeframes for implementing the proposed 

levy rates.  Far from being a simple numerical amendment, this requires us to make 
significant changes across the complex systems and insurance products we use within 
our business and also consider the impact to products referencing both the Forest 
and Rural Fires Act and the Fire Services Act.  Timely decisions are therefore crucial to 
a smooth implementation of the new levy rate.  
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Operational Environment 

4.2 As New Zealand’s leading general insurer we offer a wide range of insurance 
solutions for our customers.  The breadth of our business means we operate a 
number of different systems each with different products across our brands and 
channels.  Any levy rate change requires us to make the change several times and 
ultimately necessitates that we devote significant time and resource to ensure that 
all of our products and systems accurately reflect the change.   

4.3 Table 1 below indicates the breadth of the systems changes across our personal lines 
business required to accommodate the new levy. 

TABLE 1: PERSONAL LINES: PRODUCTS BY BRAND BY SYSTEM SUBJECT TO FSL 

BRAND POLICY SYSTEM RATING ENGINE 

Aon CPF Contents 
Home 
Marine  

Pulse Pulse-GSR 

Crombie Lockwood Contents 
Home 
Marine 
Personal Motor Vehicle (PMV) 

Pulse 
Guidewire 

Amigo 
Exigen 
DCT 

AMI Contents 
Home 
Boat 
PMV 
Lifestyle Block 
Carriers Transit 

Amigo 
Exigen 
Datarich 

Amigo 
Exigen 
DCT 

Lantern Contents 
Home 
Boat 
PMV 

Pulse Pulse 

NAC PMV Insoft Insoft 

State Contents 
Home 
Boat 
PMV 

Huon 
Pulse 
Datarich 

Huon 
Manual Calculator 

Lumley 

 18 Channels 

Contents 
Home 
Marine 
PMV 

Guidewire Guidewire 

Broker 
 11 Channels 

Contents 
Home 
Marine 
PMV 

Pulse 
Guidewire 

Integrate DCT 
RAE 

Financial Institutions 
 ASB 
 BNZ 
 Co-Op 
 IAG 
 NZ Post 
 SBS 
 TSB Bank 

- Trustcover 
- Westpac 

Contents 
Home 
Marine 
PMV 

Datarich 
Guidewire 
Pulse 
TSB Bank 
RARE request 
Spectrum 

Datarich 
DCT 
Duck Creek 
Guidewire 
RAE 
Spectrum 

 
 

4.4 Similarly, Table 2 overleaf represents the breadth of changes required across our 
commercial lines business to accommodate a change to the fire service levy.  
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TABLE 2:  COMMERCIAL LINES: PRODUCTS BY BRAND BY SYSTEM SUBJECT TO FSL 

BRAND POLICY SYSTEM RATING ENGINE 

AMI Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine-Transit 
Rural - Lifestyle 

Datarich 
Pulse 

Datarich 
Pulse 
Pulse-GR 
Contract works calculator 
CMV NZI motor calculator 
Property smartform calc. 
 

ASB Commercial Motor 
Commercial Property 
Construction & Engineering 
Rural – Lifestyle 

Datarich 
Pulse 

Datarich 
Pulse 
QuoteMe 
Rate Card 
Contracts works calc. 

IAG Commercial Motor 
Commercial Property 
Construction & Engineering 
Rural 
Marine 
Marine – Transit 
 

Datarich Datarich 
Duck Creek 

State Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine – Transit 
Rural - Lifestyle 

Datarich 
Pulse – Easybiz 

Datarich 
Contract works calculator 
CMV NZI Motor calculator 
Property smartform calc. 
Manual rating 

NAC Commercial Motor Insoft Insoft 

Co-Op Commercial Motor 
Commercial Property 
Construction & Engineering 

Datarich QuoteMe 
Contract works calculator 

Lantern Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine – Transit 
Rural Lifestyle 

Pulse QuoteMe 
Contract works calculator 
Rate Card 

Westpac 
 

Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine – Transit 
Rural Lifestyle 

Pulse QuoteMe 
Contract works calculator 
Rate Card 

Lumley 

 17 Channels 

Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine – Transit 

Guidewire Guidewire 
Duck Creek 
Pulse 
Pulse - GR 

BNZ Commercial Motor 
Commercial Property 
Construction & Engineering 

Datarich QuoteMe 
Contact works calculator 

NZI 

 17 Channels 

Commercial Motor 
Commercial Property 
Construction & Engineering 
Marine 
Marine – Transit 
Rural 

Pulse Pulse 
Pulse – GR 
Duck Creek 
QuoteMe 

 
4.5 Commercial business policies will provide a significant contribution to the funding of 

fire and emergency services through their payment of the levy.  Our process for 
renewing commercial business and some personal insurance policies begins three 
months before the policy inception date.  So, for insurance policies commencing 1 
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July 2017, our systems need to be conformed and ready by no later than 1 April 2017.  
To make the actual rate change across our systems however requires an estimated 3 
months of preparatory work and testing. Therefore for us to be confident that we can 
meet the proposed deadlines, we would need to commence work on making the rate 
change across our systems and testing the change by no later than 1 January 2017.   

Policy and Regulatory Environment 

4.6 We note that neither the Bill nor the regulations have been finalised.  With the Select 
Committee not due to report back to Parliament on the Bill until January 2017, we 
think it is unlikely that legislation underpinning FENZ will be complete until February 
2017 at the earliest.  We expect a Cabinet decision on an applicable levy rate will also 
be unlikely before February 2017. 

4.7 This timeframe means we are effectively being asked to complete a 6-month process 
in less than 3 months.  We are concerned at the implications this has for our business 
and more broadly for the successful implementation of the new levy rate.  

4.8 Our company is committed to offering our customers a high standard of service and 
is a signatory to the Fair Insurance Code.   Implementing a levy rate change within 
such a tight timeframe risks creating confusion amongst our customers and increases 
our potential conduct risk.  This is particularly apparent for customers who have 
taken additional liability cover to indemnify themselves from cost recovery from the 
rural fire service.  FENZ legislation indicates that these benefits will effectively be 
nullified as the power to recover costs for rural fires is removed.  To be compliant 
with consumer laws, we need to ensure that none of our customer materials mislead 
customers and avoid any policies with this protection from automatically renewing.  
This again demonstrates the need for quick decisions on the levy and early 
notification of legislative changes so that we can ensure we are compliant and 
continue to offer a high level of service to our customers.  

4.9 More broadly, we would note the insurance industry is currently operating in an 
environment filled with regulatory change.  In addition to this fire service levy rate 
change in 2017/18, the industry is facing earthquake commission reform, three-
yearly fire service levy rate reviews, a targeted review of the Commerce Act, changes 
to the Financial Advisers and Service Providers Acts, amendments to the Construction 
Contracts Act, and potential changes to the Insurance Prudential Supervision Act.  
Implementing the systems amendments to conform with these ongoing regulatory 
changes does reduce our business’ ability to innovate and evolve to meet our 
customers’ changing needs.  This is particularly evident in the current environment 
given our need to finalise all Canterbury Earthquake claims, our desire to mobilise 
and respond to the Kaikoura earthquakes, and the growing competition we face from 
new entrants in the market.  

5. CONTRACT RENEWALS/MID-TERM ADJUSTMENTS 

 
5.1 We remain uncertain over how contract renewal dates will be handled.  Our business 

has a large number of policies which renew fortnightly or monthly but have an annual 
review date (the date from which we make our own premium or product changes).  
We remain unclear whether under the proposed changes these contracts would 
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require the levy change to be made in the first payment after 1 July 2017 or whether 
the new levy rate would be applied at the annual review date.   

5.2 The issues arising from this include a large number of additional direct debit 
notification letters needing to be sent to customers around June; a resultant surge in 
customer inquiries; and customers with their annual review around mid-2017 (May-
Aug) potentially ending up with two changes over a very short interval reflecting both 
the change they’ve instigated in their review and also the required FSL amendment. 

5.3 Mid-term adjustments are changes made to a policy in the course of the insurance 
year such as a customer increasing their sum insured after purchasing additional 
contents or the sum insured for a house is increasing due to an alteration.  We 
remain uncertain over how mid-term adjustments will be handled where the review 
date is prior to the change in levy however the sum insured adjustment is made after 
the levy change.  In such a circumstance we query whether a customer would pay at 
the original levy rate that applied when they reviewed or whether they pay the 
difference on the new levy rate or alternatively whether they are charged a pro-rata 
new levy on the whole value of the sum insured. 

5.4 Similarly, calculations for the new levy become difficult when considering the 
application for commercial motor vehicle fleets where vehicles are commonly added 
or removed from the fleet during the course of the year.  Contract works policies and 
some commercial property contracts operate in a similar manner. 

5.5 We believe the issues outlined above will be issues faced by many of our industry 
counterparts.   

6. RECOMMENDATIONS 

 
6.1 We encourage the government to provide certainty over the rate change and wider 

FSL changes at the earliest possible opportunity which will ensure the best likelihood 
of compliance across the industry.   

6.2 We recommend the government consider establishing a 6-month grace period for 
implementation of the levy without undue penalties.  This will allow the industry to 
implement necessary changes across systems and products without needing to rush 
testing, guess over the handling of uncertainties and fully understand how best to 
implement the changes associated with FENZ and the new levy and law changes.   

6.3 We recommend non ‘rate specific’ decisions such as clarity on how and when levy 
changes are made for contract renewals/mid-term adjustments (see Section 5 above) 
are confirmed as soon as possible.  This will allow the industry to provide additional 
and early assurance that this aspect of our processes and systems are consistent with 
FENZ and DIA expectations.   

7. CONCLUSION 

 
7.1 IAG is committed to working in partnership with the Government to ensure that New 

Zealanders benefit from a flexible, modern, effective, and efficient fire service and 
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that funding for these services is equitable and does not result in insurers facing 
significant compliance costs or acting as an unpaid collection agent.  

7.2 We would be happy to work directly with officials to expand on the points outlined 
within this submission including providing further detail on the implications of the 
proposed amendments to the levy.   


