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Domestic Building Insurance - Data and Performance Monitoring 

I, Tim Holding MP, Minister for Finance, WorkCover and the Transport Accident 
Commission, request the Essential Services Commission (the Commission) to provide 
ongoing monitoring reports on the pricing and performance of the Victorian Managed 
Insurance Authority's (VMIA) provision of domestic building insurance (DBI). The 
reports will cover claims management, the pricing of private domestic building 
insurers during the transition period from 29 March 2010 to the establishment of the 
new arrangements, and the claims management of the private domestic building 
insurers during the run-off period of their insurance policies. 

Background 

DBI has been compulsory in Victoria since 2002 for all residential building works in 
excess of $12,000 carried out by licensed builders. 

DBI policies are taken out by the builder in favour of the homeowner and cover loss 
or damage resulting from non-completion of the work. This includes loss of deposit or 
breach of statutory warranty if the homeowner cannot recover compensation from the 
builder because of the death, disappearance or insolvency of the builder. 

DBI was provided solely by private insurers. However, after a decrease in the number 
of private insurers and the associated levels of competition, the Government 
announced on 29 March 2010 that the VMIA would become a statutory monopoly 
provider of DBI after a transition period. 

Scope of the Advice - Data and Performance Monitoring 

The Commission is to annually monitor and report on the pricing and performance of 
the VMIA and private insurer's provision of DBI on an ongoing basis. The scope of 
the monitoring is to cover the: 

• 

• 

• 

pricing and claims management of the VMIA; 

pricing of private domestic building insurers during the transition period; and 

private domestic building insurers' claims management during the run-off 
period. 

The ongoing reporting is to be delivered in the form of annual reports. 

The purpose of the annual reports is to inform the public of the performance of DBI. 



The Commission will be required to publish a monitoring report each year that will be 
made publicly available. Any confidential or commercially sensitive material should 
be included in a separate attachment. 

The purpose of the annual reports with the attachment is to inform the Government's 
consideration of DBI developments. 

The annual reports will analyse quarterly data, including the number of eligible 
builders, project certificates, premiums levels, the number and amounts of claims for 
both the VMIA and private domestic building insurers and any other metrics the 
Commission and the Department of Treasury and Finance consider relevant. 

Advice Process - Performance Monitoring 

The monitoring reports are to be prepared independently by the Commission, under 
subsection 10(g) of the Essential Services Commission Act 2001 (the ESC Act), which 
provides the Commission with a general function to provide advice to the Minister for 
Finance. 

The first data monitoring report is to cover the period from 1 July 2008 to 30 June 
2010. Subsequent reports are to cover data for each financial year from 2010-11 
onwards. The reports are to be provided by 30 November each year. 

In providing this advice, the Commission is to have regard to its statutory objectives 
in section 8 of the ESC Act. 
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