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EXECUTIVE SUMMARY

Home builder warranty insurance is in a crisis.

Many builders complain they cannot get insurance or if they do it is insufficient to support
their business turnover. Private insurers are skittish and recently threatened to withdraw
from the market if governments did not scale back mandatory insurance requirements.
Consumers are realising insurance either does not exist (for example, high rise apartments)
or is cold comfort since claims are only recognised if their builder has died or gone out of
business. Meanwhile the regulatory framework for the home building process does not
provide sufficient protection for honest consumers, builders and insurers or offer quick and
inexpensive remedies if things go wrong.

The good news is that consumers, builders and insurers, though divided over who and what
to blame, recognise each other’s plight and want a jointly negotiated outcome. Essentially,
governments will need to put less emphasis on insurance and give more attention to
strengthening the regulatory framework for home building if consumer, builder and insurer
concerns are to be addressed. Making the building process more reliable and less
acrimonious offers the only lasting solution.

Stakeholders agree that the objectives of any reform program should be:
m  Consumer justice;

m Accessible insurance; and

m Sustainable insurance.

Homebuyers are mainly concerned with the first, builders with the second and insurers with
the third. Yet each of these objectives is inextricably linked. Unless each is met, problems
will persist for all groups.

This report canvasses many options raised in 85 submissions and 75 interviews to address
these goals. It presents a core set of ‘high’ and ‘very high’ priority measures that should be
undertaken to restore confidence in home building warranty insurance and the home
building process more generally. Options assigned a ‘medium’ score should also be given
serious consideration.

Hopefully the report provides a basis for governments to engage stakeholders in a
meaningful discussion about what to do next. For home builders warranty is a community
problem, not just an insurance crisis.
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