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Overview 
In February 2020, the NSW Government asked the Independent Pricing and Regulatory Tribunal (IPART) to 
review the effectiveness and efficiency of the home building compensation (HBC) scheme in protecting 
consumers who are covered under the scheme. IPART published its findings and recommendations in 
December 2020 (IPART Review), suggesting a range of reforms to how the HBC scheme is regulated and 
operated. The State Insurance Regulatory Authority (SIRA), the regulator of the HBC scheme, is seeking 
feedback to help inform the design of regulatory reforms to the HBC scheme flowing from the IPART Review.  

On 4 July 2022, SIRA released the Home building compensation reform Discussion Paper (Discussion Paper) 
for consultation. The Discussion Paper outlines a range of reform ideas falling under three themes: expand 
some aspects of the scheme to better support some homeowners; narrow some aspects of the scheme to lower 
the cost of some work on homes and reduce regulatory burdens or costs; and reconsider who should provide 
cover in the scheme and how they should be regulated.  

QBE welcomes the opportunity to provide feedback on the Discussion Paper and would be happy to discuss and 
provide any further information to support this response.  

General observations 
As outlined in the IPART Review, home building warranty insurance in NSW has undergone significant changes 
in its operation and coverage since it was first introduced as a government scheme in 1972. The scheme was 
originally introduced by the government to provide protection for consumers given the importance of the home to 
individuals and families. The scheme was privatised in 1997, however the NSW Government re-entered the 
market as the monopoly provider in 2010 after the collapse of a major insurer provider (HIH Insurance) and the 
gradual withdrawal of private insurers from the scheme. The scheme was re-opened to competition in 2018 after 
certain reforms to the scheme were made aimed at improving its sustainability, however the NSW Government-
operated NSW Self Insurance Corporation (icare) currently remains the only insurer offering insurance under the 
scheme today. 

The IPART Review investigated whether there are any impediments to private sector participation in the market. 
IPART found: 

… new entrants have been discouraged from entering because the risks of defects is uncertain and the costs 
are high, with icare’s HBCF continuing to make losses each year (as premiums were previously set below 
breakeven levels). In addition, the regulatory regime is also overly prescriptive and duplicative. 

IPART recommended changes intended to provide greater flexibility for private providers, however noted that: 

… it is still likely to take a number of years to achieve a workable level of competition in the HBC market. This 
is especially the case in the current economic environment. The COVID-19 pandemic is likely to lead to a 
number of insolvencies as construction activity falls, increasing the number of claims, which would further 
discourage entry in the short-term. 

Currently, insurance under the HBC scheme compensates homeowners for losses arising from defective and 
incomplete work where the builder or tradesperson becomes insolvent, dies, disappears or has their building 
licence suspended (in certain circumstances). The insurance must provide cover for loss arising from a failure to 
commence or complete work, claimable for up to 12 months from the failure to commence or cessation of the 
work. It must also provide cover for losses arising from defective work for at least 6 years after completion of the 
work (major defects) and 2 years after completion of the work (non-major defects).  

It is important to note that under the current model, a one-off premium is paid for the insurance coverage before 
building work commences. This one-off premium is then required to cover operating costs, claims costs and also 
capital requirements for insurers for what can be a very long period of time. The nature of the coverage is also 
intrinsically sensitive to economic cycles. In times of significant downturn, or in the event of failure of one or more 
major builders, there can be issues of contagion which can create ripple effects for the rest of the building 
industry. As foreshadowed in the IPART Review, over recent months there have been several building 
companies placed into administration and liquidation, with many homes left unfinished and debts to 
subcontractors, suppliers and workers outstanding. We understand that the increasing price of construction 














