








(4) If the financial cap were to be increased to $350,000, thereby capturing more
complex complaints, the schemes are under no obligation to consider the rules of
evidence (such as hearsay), their previous decisions (i.e., they are not bound by
precedent), or strict legal issues, and can instead resolve a complaint with a focus
on fairness. While ICNZ strongly supports its members behaving fairly, and a duty to
act fairly towards insureds is included in our Fair Insurance Code,1 insurers can be
disadvantaged by this approach when they are required to draft policies and make
decisions based on the law.

(5) FDR schemes have a large number of participants and can be slow in producing
decisions when they are experiencing a particularly heavy workload. Increasing the
financial cap will create more work for the schemes and may slow down
investigations and decisions if and until the FDR schemes are appropriately
resourced – this is unfair to both consumers and participants.   Therefore, it is
important FDR schemes are appropriately resourced to deal with an increase in
complaints prior to an increase in the financial cap coming into effect. It should
however be noted that additional resources may lead to higher costs for scheme
participants, who would likely then pass those costs onto their customers.

(6) If FDR schemes do not have enough staff with the appropriate level of expertise,
there is a risk of poor outcomes for both the consumer and the participant.  This is
particularly important when bearing in mind that scheme decisions are only binding
if accepted by the consumer.  In practice this means the consumer has a right of
recourse to the courts, but participants do not, even if they believe that the
determination is incorrect.  Poor quality decisions can have far-reaching
implications. For example, decisions may impact an insurer’s risk appetite for which
products are offered to consumers.

(7) Fraud is a significant issue for the insurance industry, with global estimates placing
the extent of the problem at 10% of annual GWP.2 Where there are indicators of
fraud, particularly in relation to a large claim, it is important that decision makers
have the opportunity to assess a complainant in person. Increasing the cap to
$350,000 would allow more claims where fraud is suspected to be heard by a FDR
scheme without there being an opportunity to hold a hearing and cross-examine the
complainant about the circumstances giving rise to the claim.

(8) If the financial cap were to increase to $350,000, it is likely that more questions of
law would arise before the FDR schemes, which we believe are more appropriately
addressed via the courts.

The financial cap should not be tethered to the District Court limit 

Consistent with our response to question 3 above, ICNZ does not believe that it is 
appropriate to tether the financial cap to the District Court limit given the nature of the 
schemes’ design and operation. Unlike the District Court, the processes employed by the 
schemes are relatively information-based (for example, they do not allow for legal 
representation, hearings, expert witnesses, or formal discovery), there is no ability to cross-
examine witnesses, they do not involve judicial decision-makers and there is no ability for 
participants to appeal the decisions. The schemes should not be seen as a substitute for the 
Court. It must be recognised that the schemes sit in a hierarchy of dispute resolution 
options with a narrower scope, to allow for a free, more fast-paced, lighter touch 
adjudication process for lower value, lower complexity complaints. 
















