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Weathertightness background
The term "leaky homes" refers to those buildings where water has penetrated the building envelope or cladding system and is not able to drain or dry for some time. The problem affects apartments, townhouses and stand-alone homes, mostly built between 1992 and 2005.

The Weathertight Homes Resolution Services Act 2006 is the primary legislation governing the Weathertight Homes Resolution Services claims process. The aim of this process is to help owners of leaky homes settle disputes over who is responsible for their leaky home.  

In July 2009, a PricewaterhouseCoopers report commissioned by the Government estimated that between 22,000 and 89,000 homes were affected in New Zealand with a consensus forecast of 42,000. dwellings that are likely to be leaky homes. This includes standalone homes and units within complexes.

At the time of the report, around 9,000 of these homes were estimated to be outside the 10-year liability limit.  The report estimates only a minority of all leaky homes - around 3,500 - have been repaired to date, which leaves a total of 29,500 households. It is estimated a further 6,000 dwellings have fallen outside the 10-year liability limit since the report was produced, which leaves an estimated 23,500 eligible dwellings to be fixed. 

During 2009/10 a review was carried out to identify how more homes could be repaired faster.  The review found that the current process, the Weathertight Homes Resolution Services, is not resulting in as many homes getting repaired as was intended. It identified a range of barriers including:

· Access and affordability of finance - affected homeowners simply can’t raise a bank loan when the security they would otherwise use - their home - might be next to worthless because of water damage and rot.
· The high cost of repairs.
· The high transaction costs (time and money) for resolving a dispute and the uncertainty about outcomes of the dispute resolution process.
· The high level of stress associated with repairing a leaky home.

In response, the Government has developed a financial assistance package that aims to get homes repaired without recourse to costly disputes.

The financial assistance package is another option for owners of leaky homes to get their homes fixed. It will be in addition to the current disputes and litigation process. In exchange for a combined government and local authority direct payment of 50 per cent of agreed repair costs, those homeowners who participate in the package forgo the right to sue local authorities or the Crown. Homeowners still have the option to pursue other liable parties such as builders, developers and manufacturers of defective products. 

The financial assistance package will see the Government meeting 25 per cent of eligible homeowners' agreed repair costs on receipt of work done, with local authorities contributing 25 per cent and homeowners funding the remaining 50 per cent, backed by a loan guarantee underwritten by the Crown, provided applicants can meet bank lending criteria

The Government is anticipating its share of the financial assistance package will be around $1 billion over five years. This is based on an estimated 70 per cent of affected homeowners within the 10-year liability limit taking up this package.

It is estimated there are 23,500 eligible households, so if as officials predict 70 per cent of them take up this financial assistance package that equates to 16,450 leaky homes fixed.

Those affected homeowners who are eligible under the Weathertight Homes Resolution Services Act 2006 will be able to apply for the financial assistance package. It is expected that the eligibility criteria for access to current services will continue to apply, i.e. the dwelling is used as a private residence; it is up to 10 years since construction or alterations that have leaked; there is water ingress (leaking); the leaking has caused damage. 
It is the intention that homeowners who currently have unresolved claims in the system will be able to apply for the financial assistance package. 

Local authorities will not be making a contribution to repair costs if they were not involved in the building work (i.e. where inspection and sign-off was done by a private building certifier).  However, owners in those cases will still be eligible for government assistance. 
The local authority areas most affected by the leaky homes issue are Auckland, Tauranga, Christchurch and Wellington.

The current dwellings, which are the subject of Weathertight Homes Resolution Services Act claims, are located in:

· Greater Auckland area: 75 percent of total dwellings under claim

· Wellington: 9 per cent of total dwellings under claim

· Tauranga: 4 per cent of total dwellings under claim

· Christchurch: 4 per cent of total dwellings under claim
Health impacts of leaky homes 
Damp and some mould or fungi can have serious health implications for people living in a leaky home and can worsen the symptoms of illnesses such as asthma, bronchitis and other breathing disorders. In addition, some fungi which grow within wet wall cavities are toxic and may cause flu like symptoms.

A book published last year by University of Otago Professor Philippa Howden-Chapman says the significant personal mental and physical health costs of leaky homes are conservatively estimated to be $26 million a year. 

For more information about the health effects of leaky homes visit http://www.consumerbuild.org.nz/publish/leaky/leaky-health-risks.php 

Proposed Financial Assistance Package

This fact sheet outlines in more detail the Government proposal to establish a new financial assistance package to help homeowners repair their leaky homes faster. 

The financial assistance package will see the Government meet 25 per cent of homeowners' agreed repair costs, local authorities contributing 25 per cent and homeowners funding the remaining 50 per cent.

The package will be voluntary and in addition to the current disputes and litigation process for owners of leaky homes. It is also conditional on homeowners foregoing the right to sue local authorities or the Crown in relation to the claim. 

Under the proposal, homeowners would still have the option to pursue other liable parties such as builders, developers and manufacturers of defective building products. 

Following formal invitation in September 2010, the majority of the most affected local authorities have agreed to participate. These represent an estimated 90% of current weathertight claims.

The package does not require all local authorities to participate, and some may opt in at a later stage. Where local authorities are not part of the package, the support to affected home owners will be limited to government contributions as there will be no contribution from the local authority.

Local authorities will not be making a contribution to repair costs if they were not involved in the building work (i.e. where inspection and sign-off was done by a private building certifier). However, owners in those cases will still be eligible for government assistance and they will retain the option to pursue claims against the local authority and other parties if they wish.

The Government hopes to have the package available for owners of leaky homes from early to mid 2011. 

Ten-year time limit – “Stop the clock” 
Home owners who think they may have a leaky home should lodge a claim under the Weathertight Homes Resolutions Services Act with the Department of Building and Housing. This ‘stops the clock’ on the 10-year limitation for claims. 

It is intended home owners with eligible claims under the Weathertight Homes Resolutions Services Act will be able to access the financial assistance package when it is operational.

Weathertight Homes Resolution Services (Financial Assistance Package) Amendment Bill 
Weathertight Homes Resolution Services (Financial Assistance Package) Amendment Bill received its first reading in Parliament on 9 December 2010. 

The Bill contains provisions necessary to facilitate the delivery of the financial assistance package. These include a proposed amendment to cap liability for territorial authorities and the Crown when they make contributions under the package. It also proposes new powers for the Minister for Building and Construction which, if enacted, will give the Minister the authority to provide Crown credit support for bank loans made to fund repairs to leaky homes. This is intended to help homeowners access bank finance for the remaining repair costs.

Submissions on the Weathertight Homes Resolution Services (Financial Assistance Package) Amendment Bill can be made online on the 
New Zealand Parliament website 
 or in writing to: 

Committee Secretariat 
Local Government and Environment Select Committee 
Parliament Buildings 
Wellington 

Submissions close on Friday, 18 February 2011. 

The Bill can be viewed on the New Zealand Legislation website .  

The PricewaterhouseCoopers Report
The Department of Building and Housing commissioned PricewaterhouseCoopers to undertake an independent report into the size and cost of the weathertightness issue. 

The report, which was released in December 2009, showed there is a wide range of the possible number of homes affected, from a low of 22,000 to a high of 89,000. The wide range reflects the fact there is a high level of uncertainty about the number of homes affected that prevents an exact, and accurate, estimate to be made. Nevertheless, the report estimated it is most likely approximately 42,000 homes (called the ‘consensus forecast’) built between 1992 and 2005 have been affected.
The consensus forecast is derived from the analysis of hard data and the views of industry experts who were consulted about this report. The evidence suggests that only a minority of leaky homes have been repaired to date.

Of the leaky homes covered by the re-estimate approximately:

· 3,500 have already been repaired;

· 9,000 are likely to have failed or will fail outside the 10 year limitation period for legal liability.

Using the ‘consensus forecast’, it is therefore likely up to around 30,000 dwellings have already failed, but not been repaired, or will fail in the future (within 10 years of the date they were built).

For further information on the PwC report, please go to following website links:

· Download the full PwC report [PDF 752 KB, 82 pages]

· Down the PwC executive summary [PDF 395 KB, 5 pages]
· Read questions and answers about the PwC report
The original announcement – 17 May 2010
The Government announced the proposed financial assistance package on 17 May 2010. 

If you would like to view the Building and Construction Minister Maurice Williamson’s original statement about the package, please go to the Beehive website. 
Weathertight Homes Resolution Service (WHRS) claims statistics January 2010

As at 31 January 2011 the Department has received 6345 claims lodged for 8693 properties and completed assessments for 8798 properties. 
Under the WHRS Act 2006 we accept applications for multi-unit properties as single claims. 

Total claims
	
 
	
1618 resolved claims (26%)

2891 closed claims (46%)1

 1836 active claims (29%) 


Active claims
	

	
 141 claims in a process of assessing eligibility (8%)

 569 claims awaiting claimant decision (31%)2

1126 claims pursuing resolution (61%) 


Claims pursuing resolution
	

	
 399 claims with claimant pursuing repairs (35%)

 379 claims in alternative jurisdictions (34%)

 52 claims in the WHRS Act 2002 resolution process (5%)

 296 claims in the WHRS Act 2006 resolution process (26%) 


Weathertight Services Active Claims by Territorial Authority region in which they occur:
Regions with the highest number of active claims as of 31 January 2011 include Auckland City Council, Manukau City Council, North Shore City Council, Waitakere City Council, Tauranga City Council, Christchurch City Council and Wellington City Council. 

If you would like to access statistics on the number of Weathertight Services Active Claims affecting all Territorial Authority regions in New Zealand, please go to our current claims page.
Further information 
Affected homeowners can keep up-to-date with progress on the proposed package by signing up for the Department of Building and Housing’s Weathertight e-Newsletter. It will deliver the latest weathertight information to your email inbox. 

For those with specific If you have a specific question about your circumstances, please contact the Department of Building and Housing, phone 0800 116 926 or by email info@dbh.govt.nz. 

Homeowners can lodge a claim under the Weathertight Homes Resolution Services Act 2006 on the online claims page. 

Contact 
Media enquiries: Janette Wallace-Gedge, Department of Building and Housing 

Phone: 04 817 4210

Mobile: 027 501 5750

Email: Janette.Wallace-Gedge@dbh.govt.nz












1. Claims can be closed for a number of reasons including the following: claim discontinued by a claimant; claim eing ineligible; property changed ownership; claim withdrawn under the WHRS 2006 Act; claim not progressing; claim transferred to another jurisdiction by the Weathertight Homes Tribunal (WHT) or claim terminated by the WHT. 
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