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Some buildings owners expressed concerns about the potential impacts on
themselves, which they considered to be disproportionate.

Submitters suggested a range of options to address their concerns including financial
assistance and alternative systems (for example, those that rely on local discretion like
the current system). In relation to specific clauses of the Bill, amendments suggested
by submitters to address concerns include:

° changing the scope of buildings covered by the Bill, including which buildings
need to be assessed, and which buildings need to be included on the seismic
capacity register

° which buildings (and parts of buildings) should be prioritised for assessment and
remediation, locational seismic risk issues, and the timeframes for remediation.

Objectives
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The objective is to keep people from harm in an earthquake while managing the costs
of strengthening or removing earthquake-prone buildings in an efficient way, including
ensuring that administrative and compliance costs are as low as possible.

The objectives therefore include better focusing effort and scarce resources on
identifying and remediating earthquake-prone buildings and reducing the costs of
administering the system, while still retaining the emphasis on the disclosure of
earthquake-prone buildings. This objective includes ensuring that there is appropriate
focus on the highest risk buildings and parts of buildings in an earthquake.

Options and impact analysis
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Three broad options for the system for managing earthquake-prone buildings were
identified during analysis of the submissions to the Local Government and
Environment Committee. These options are the system for managing earthquake-
prone buildings in the Bill (Option 1), packages of amendments to refine the system in
the Bill (Option 2) and alternative approaches to the Bill that rely on the market and/or
local discretion and decision making (including the current system).

Decisions made by Government in August 2013 reflect the view that the alternative
approaches to the Bill do not adequately address the problems identified with the
current system for managing earthquake-prone buildings. For this reason, the
alternative approaches are not considered in detail in this RIS. More information on
these problems and how the alternative approaches to the Bill address them can be
found in the August 2013 RIS.

Option 2 contains two packages of amendments. Both packages refine the Bill to
reflect a more nuanced balancing of cost and risk and make incremental changes to
the system for managing earthquake-prone buildings set out in the Bill. Option 2A
retains more of the decisions made in August 2013, while Option 2B is a larger
incremental change.



30

31

In summary, both packages of amendments propose to reduce the scope of buildings
covered by the Bill by excluding additional buildings from the definition of an
earthquake-prone building. Options 2A and 2B also refine the identification and
assessment provisions to better focus the Bill on the identification and remediation of
earthquake-prone buildings. Under Option 2B, priority buildings are defined in
connection with hospitals, schools, early childhood education centres and tertiary
education facilities. Option 2B also makes changes to timeframes in relation to the
different levels of seismic risk around New Zealand.

The main features of Options 1 and 2 are summarised in Table 1.






















Additional discussion of the options outlined in Table 1

Option 1: the system set out in the Bill (status quo option)
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The August 2013 RIS on the Bill describes the full impacts, both positive and negative,
of the system for managing earthquake-prone buildings set out in the Bill.

Administration costs under this option will be higher than for other options. In relation
to ensuring that the level of regulatory intervention is the minimum necessary to
achieve the desired outcomes, Option 2 provides a better fit to the objectives. For
these reasons Option 1 is not considered in any more detail in this RIS.

Option 2: packages of amendments to clarify and refine the system in the Bill
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The following paragraphs discuss certain elements of Option 2 in more detail.

Excluding additional buildings from the system
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Option 2 proposes excluding certain additional buildings because applying the pro-
active earthquake-prone building provisions in the Bill to these buildings and structures
would likely be impractical or excessive or both.*

In the case of some of the infrastructure buildings listed, the consequences of failure
can be high (for example, 42 people were killed when the Cypress Street Viaduct on
the Nimitz Freeway catastrophically failed during the 1989 earthquake in Loma Prieta,
California). However, applying the earthquake-prone building provisions in the Bill may
add little value beyond existing maintenance plans and requirements that exist under
other legislation (such as the Railways Act 2005, Land Transport Management Act
2003, and Civil Defence Emergency Management Act 2002). For example, in addition
to its regular bridge inspection and maintenance programme, the New Zealand
Transport Agency has had a seismic screening programme since 1996.

The additional buildings and structures proposed for exclusion under Option 2 are
covered by the current earthquake-prone building definition, but in practice territorial
authorities do not focus on them for the reasons outlined. It is therefore unlikely that
many notices have been issued for the remediation of these buildings.

It is important to note that the dangerous building provisions of the Act will still apply to
these structures where appropriate. These provisions apply where a building is likely to
cause injury or death, or property damage, in the ordinary course of events (excluding
earthquakes).

The list of excluded buildings was developed in consultation with a local government
reference group (including Local Government New Zealand and several territorial
authorities).

* Note that some of these structures, such as farm buildings, have lower structural design requirements than
other buildings.
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Defining areas of seismic risk

40 Two possible sets of definitions for areas of seismic risk to be defined in the Bill under
Option 2B were considered. The areas of seismic risk could be defined in connection
with the Building Code (and associated approved solutions and verification methods)
with reference to the seismic hazard factor (Z factor) as follows:

high seismic risk (Z factor = 0.3)
medium seismic risk (Zfactor of 0.15 up to < 0.3)

low seismic risk (Z factor < 0.15).

41  Note that these Z factors were developed in consultation with engineers.

42  Alternatively, the areas of seismic risk could be defined as follows:

high seismic risk (Z factor = 0.4)
medium seismic risk (Z factor of 0.2 up to <0.4)

low seismic risk (Z factor < 0.2).

Priority buildings

43  Several submitters requested greater clarity about the definition of priority buildings,
including the Legislation Advisory Committee. These submitters considered that
placing as much information as possible into the primary legislation would increase
clarity, certainty and transparency for building owners, building users and the public.
The Regulations Review Committee recommended amending the Bill to include a
definition of priority building in the Bill (rather than leaving the definition to regulations),
or amending the Bill to provide a purpose for defining priority buildings and requiring
regulations made under new section 401C(a) to be made in accordance with that
purpose.

44  When considering whether to define priority buildings in primary legislation, the
following factors are relevant and were taken into account:

the need for clarity, certainty and transparency and flexibility
the public interest in the subject matter

the technicality of the subject matter

how often the material is likely to be changed or updated

the possibility of unforeseen contingencies.

Infringement regime

45 Local Government New Zealand (and several local government submitters) suggested
the Bill should provide for an infringement regime in addition to the offence provisions
set out in the Bill. These submitters contend that taking court action is costly and is

14



therefore only used as a last resort. The changes under Option 2 will provide councils
with alternative mechanisms to enforce compliance before taking action against non-
compliant building owners in the courts.

Potential impacts of the proposed system for managing earthquake-prone
buildings, incorporating Option 2

46  The full set of costs and benefits associated with the system for managing earthquake-
prone buildings in the Bill were identified in the August 2013 RIS on the Bill.

47  Qualitatively, the benefits associated with Options 2A and 2B include:

° improved confidence in the system for managing, and the quality of, New
Zealand'’s existing building stock in relation to seismic performance

o reduced social costs and other impacts associated with earthquakes. These
costs/impacts include:

- impacts on sense of community and identity through loss of gathering
places, places of employment, schools, hospitals, homes, heritage
buildings and places to recreate and create (such as sports grounds,
performance venues, galleries, museums, etc.)

- costs/impacts associated with the displacement of households

= improved post-earthquake functioning of towns and cities and reduced
economic loss.’

48 Qualitatively, the costs and risks associated with Options 2A and 2B include:

° all of the costs associated with the identification of the seismic performance of
buildings and notification costs

° planning and strengthening (or demolition) costs

o enforcement costs

° information, education and monitoring costs

° set-up and ongoing costs of a national register of earthquake-prone buildings

o the potential loss of heritage values from the loss of heritage buildings, because
there is a risk that strengthening some earthquake-prone buildings may not be a
viable option (demolition may be the only practical option)

° it is likely that upgrades to access and facilities for people with disabilities will not
be carried out on a significant number of buildings when required earthquake
strengthening is undertaken. There is a risk that this could have a long-term
legacy impact, if no other building work that triggers the upgrade provisions in
section 112 of the Act is ever undertaken on these buildings.

° At higher levels of strengthening these benefits can become very significant.
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Working assumptions:

These timeframes apply once a building has been determined as being earthquake-prone,
or as potentially earthquake-prone (not assessed). Timeframes for identification and
assessment outlined earlier in this paper occur first and have been taken into account in the
calculation of these figures (including assumptions around timeframes for the identification
and assessment of priority buildings).

The figures are midpoint estimates based on extrapolated local authority data and are
indicative only (eg they do not consider proposed transitional provisions, and assume
earthquake-prone heritage buildings are treated the same as other earthquake-prone
buildings).

Benefits were calculated based on the probability of a major seismic event occurring (MM8
to MM11 earthquakes were modelled taking into account their respective probabilities in
each local authority), and were discounted over 100 years. One key assumption in relation
to the benefit modelling is an assumed value of statistical life of $3.67 million (based on
what is used in transport evaluation).

Note that the discount rate used in the calculation of these figures is 6.5%. This is
Treasury’s real discount rate for general purpose office and accommodation buildings.

An attrition rate of 10% is assumed.

In light of the changes proposed under Option 2B, including changes to the timeframes
for the remediation of earthquake-prone buildings, some of the transitional provisions
set out in the Bill will need to be adjusted.

Currently, the Bill amends the Act to:

recognise building assessments already undertaken where they have been
undertaken using a methodology consistent with, or recognised by, the
methodology to be specified and published by the Ministry

notices issued under section 124 of the Act for earthquake-prone buildings
remain in force where the time remaining on the notice is shorter than the
timeframe for remediation under Option 1

notices issued under section 124 of the Act for earthquake-prone buildings be re-
issued by the territorial authority where the time remaining on the notice is longer
than the timeframe for remediation under Option 1.

Under Option 2B, the Bill would amend the Act to provide that:

decisions made by territorial authorities that led to section 124 notices being
issued for earthquake-prone buildings remain valid

notices issued under section 124 of the Act for earthquake-prone buildings be
reissued by the territorial authorities under the Bill to ensure that there are
consistent notifications on earthquake-prone buildings

where the remediation timeframe remaining on the existing section 124 notices is
less than the relevant timeframe of 15, 25, or 35 years (or the relevant timeframe
for priority buildings) then the original remediation timeframe will apply
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o where the remediation timeframe remaining on the existing section 124 notice is
longer than the relevant timeframe of 15, 25 or 35 years (or the relevant
timeframe for priority buildings) then the new relevant timeframe referred to
above will apply

° building owners may apply to their territorial authority to have the relevant
timeframes of 15, 25, or 35 years (or the relevant timeframe for priority buildings)
for buildings in that specific seismic area to apply from the date of issue of their
original section 124 notice, and for the Ministry to provide guidance to territorial
authorities on how to exercise their discretion as to whether to grant these
applications.

Conclusions and recommendations
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As noted earlier, many submitters to the Local Government and Environment
Committee supported the intent of the Bill to revise the current system for managing
earthquake-prone buildings. However, several submitters suggested amendments to
refine the Bill to better balance cost, risk and heritage issues.

While this RIS sets out different options and approaches for a system for managing
earthquake-prone buildings, deciding on a preferred approach requires a range of on-
balance decisions to be made. The costs and benefits will be significantly impacted by
the on-balance decisions made, for example decisions on the timeframes for
strengthening earthquake-prone buildings. Identifying a preferred option requires
judgement about whether the expected benefits of the option are justified given the
anticipated costs/risks, which are outlined earlier in this paper.

It is intended that any changes approved will be incorporated in the Ministry's
Departmental Report to the Local Government and Environment Committee.

Other amendments to improve the workability of the Bill
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A range of other minor amendments to improve the workability of the Bill will also be
included in the Ministry’s Departmental Report to the Local Government and
Environment Committee. These other amendments fall within the scope of existing
Cabinet policy approvals, and for this reason are not analysed in this RIS.

Consultation
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The Bill is currently being considered by the Local Government and Environment
Committee. The Committee received 121 submissions (several supplementary
submissions were also received). Submitters suggested a number of amendments to
improve the workability of the Bill.

It is intended that decisions on options outlined in this RIS be incorporated into the
Departmental Report to the Local Government and Environment Committee. Officials
had the permission of the Committee to consult with local government, engineers and
GNS Science to help inform the development of the Departmental Report.

21







82

83

understand any constraints impacting on the implementation of the policy (processes),
and describe any unintended consequences from the implementation of the policy,
both positive and negative.

The evaluation will include both quantitative and qualitative data collected over time.
The evaluation will occur in distinct phases: baseline data collection (including an
understanding of the current situation); iterative modelling of policy implementation;
process and early impact evaluation; and a five-year impact evaluation.

Data will be collected through:

° monitoring data provided by territorial authorities, including the number of
buildings identified and assessed, the number of buildings repaired or
demolished, and the type of repairs undertaken

° cost data provided by territorial authorities related to both the direct costs of
implementing the policy and the impact on other work and activities

° key stakeholder surveys and interviews related to the constraints and
consequences of the policy implementation

° analysis of a range of market data to determine the influence of the market.
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