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 Foreword

1. Firefighters are held in very high regard in New Zealand. Whenever there is a crisis or emergency, they are quick to respond. We rely on them to help us in our times of need.
2. An important feature of the firefighting services in New Zealand is that, in addition to the 1,750 career firefighters employed by the New Zealand Fire Service (NZFS) to staff fire stations in metropolitan and provincial cities, there are approximately 12,000 volunteer firefighters who staff urban and rural fire stations in towns and small communities throughout New Zealand. This means that people throughout New Zealand feel safe in the knowledge that help is close at hand.

3. New Zealand’s fire services were established to fight fires. Over the last two decades or so, the incidence of fires has dropped dramatically, due to changing lifestyles, improved building codes, and a greater emphasis on fire prevention and fire safety education. As the incidence of fire has declined, fire services have expanded the range of emergency services they provide largely in response to community needs. Fire services are now the recognised provider of services such as extricating people from crashed motor vehicles, decontaminating people exposed to hazardous materials,  pumping water out of houses in times of flood, and covering roofs with tarpaulins in high winds.
4. The problem is that these additional functions are outside the mandate of the fire services legislation of the mid 1970s. The services are not funded for these functions and there are major questions as to whether firefighters are personally liable if something goes wrong. The Fire Review Panel (the Panel) was asked to address this “mandate” question.

5. It is also important that funding for fire services is stable, and that everyone pays their fair share, so that the services can be delivered whenever they are needed. At the same time, the public will need to be assured that the New Zealand Fire Service Commission (the Commission), which is responsible for both the provision of urban services and the oversight and coordination of rural fire services, is as efficient and effective as possible, given the current uncertain economic environment. The Panel has made recommendations on these matters as well.
6. While the Panel has focused on the changes that are required to address the current issues facing the fire services, we are acutely aware that the demands on emergency services in New Zealand may be significantly different in the future. In our view, these demands will be driven by a range of factors including demographic changes, pressure on resources, climate change and a need for people to play a greater role in their own protection and safety. 
7. To this end, we consider that a strategic sector-wide approach to fire and emergency services needs to be undertaken focused on the future. This will require the Commission to create a vision of the future, to lengthen its planning horizon, to become more flexible in its service delivery arrangements and resource allocation, to work more collaboratively with other rescue and emergency services and to help individuals and communities to become more prepared and self-sufficient in the face of emergencies and disasters.

8. We trust that the recommendations in this report are seen as important steps towards achieving a safer, more resilient New Zealand.
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Introduction
The Fire Review
9. The Panel was appointed to provide independent advice to the Minister of Internal Affairs
 about how the Government can achieve:

· a clear mandate and operating platform for the fire services’ functions;

· effective, efficient fire service operations that will provide value for money in the future; and

· a sustainable, stable and equitable funding system for fire services.
10. The Panel’s Terms of Reference (attached as Appendix 1) specified that the Panel was not to provide advice on whether:

· New Zealand needs a national fire service in the form of the NZFS;

· the NZFS should maintain its core fire-related roles;

· management of fire on forest and rural lands should be provided by rural fire authorities;

· the NZFS should be funded by the Crown; and

· the industrial relations framework applying to firefighters should be reformed.

11. This Review is the first phase of any reform of New Zealand’s fire services arrangements.
 
The Fire Review Process
12. The Review took place during the period from August 2012 to December 2012. The Panel was tasked with completing four phases of work under its project plan: problems identified and substantiated by evidence; range of potential options identified; key options identified; and options fully developed and assessed, and recommendations drafted. 
13. Regular meetings were held throughout the Review with representatives from organisations and agencies with an interest in the activities of New Zealand’s fire services. A list of Panel Consultation Meetings is included in Appendix 2. The Panel reviewed numerous reports and documents concerning the fire services, and visited a number of fire stations and fire and emergency services to inform its work. The Panel site visits are recorded in Appendix 3.
14. Focused consultation was undertaken as part of the Review, which included inviting both written and oral submissions from specific stakeholders and consultation parties identified by the Panel. A list of submitters is included in Appendix 4.

Financial Implications of this Report 
15. The Panel was advised that New Zealand’s fire services are fully funded for the fire and non-fire functions they already deliver. The Panel has not recommended any extension to, or increase in, these functions. It has recommended, however, that New Zealand’s fire services be properly mandated to deliver the non-fire functions they currently deliver under a limited discretionary construct. That recommendation is intended to clarify accountability for setting service delivery standards and provide assurance over actual provision of the services. It is not intended to lead to any additional functions being delivered or to any demands for additional funding. 
16. There may be some cost switching between the NZFS and rural fire authorities where, under the accreditation regime recommended in the Report, the cost of funding non-fire functions delivered by accredited rural fire forces will be met from the levy rather than rural fire authority funds. However, it is not possible to accurately assess the overall costs of delivering comprehensive non-fire services without a clear understanding in advance of the standards that will be set and how many accreditation arrangements will be entered to. Further work by the Commission will be required on these issues during implementation.  

17. The Panel acknowledges that other recommendations contained in the Report will have short-term financial implications for a number of agencies. For example, it is recommended that the Commission engage an independent qualified person to undertake a baseline review of capability and expenditure. The Panel expects that efficiencies derived from a baseline review would rapidly return the costs of the review. Similarly, while the recommendation regarding the establishment of an Emergency Services Chief Executives Forum will involve costs for the agency servicing the Forum, the Panel anticipates that the servicing costs would not be high.

Acknowledgements
18. The Panel wishes to record its thanks to all those who participated in the Review. The Panel received very useful support from government agencies involved with the operations and management of New Zealand’s fire services. Many government and non-governmental bodies with an interest in specific aspects of the Review provided high quality information for the Panel to draw upon. 
19. We particularly wish to thank those members of the fire services sector, including the Commission, who contributed their time, knowledge and views to the Panel on how to improve the sector – this input has been invaluable. The Panel extends its grateful thanks to those who responded to the Panel’s invitation to make submissions on the matters in the Terms of Reference. 
20. The Panel received valuable support throughout the Review from the Secretariat team of the Department of Internal Affairs.
Executive Summary
21. This Report presents the Panel’s response to the Terms of Reference issued to the Panel in August 2012. The Terms of Reference were grouped under three broad headings: 

· fire services functions and operating platform;

· effectively and efficiently organised fire services; and

· fire service funding.

22. The Panel has identified the need for the New Zealand Fire Service Commission (the Commission) to have a strong vision for New Zealand’s fire services to support its functions, organisation and funding, together with a long-term strategic plan to implement that vision. The vision and plan must be future-focused and prepare New Zealand’s fire services for the challenges they are likely to face in coming years. 
Fire Service Functions and Operating Platform
23. The Review concludes that New Zealand’s fire services deliver a wide range of services for which they are not specifically funded and which fall outside their strict legislative mandate. Many of these services may be characterised as “rescues” and emergencies such as motor vehicle extrications and decontamination of people exposed to hazardous materials. Importantly, they have little to do with the “hazard of fire” as described in the fire legislation. It was of concern to the Panel that New Zealand communities expect the fire services to deliver these services, and indeed rely on them to do so, but that the fire services are neither obligated to deliver them nor is their liability limited if things go wrong. The Panel recommends a more comprehensive legislative framework to formally mandate New Zealand’s fire services to deliver many of these non-fire rescue and emergency services. The Panel’s recommendations include immediate legislative reform to validate the delivery of the current range of services and a process to amend or add functions in the future without the need to amend legislation. The Panel proposes that the formal mandate to deliver these functions would be conferred on the Commission. The mandate would include: 

· the authority to set service delivery standards for that function;
· the requirement to establish service delivery capability across New Zealand;
· the legal protection for fire services workers if things go wrong during a rescue or emergency; 
· the authority to accredit another agency to deliver a function; and

· the ability to pass on legal protection to accredited service providers. 
24. The Review received clear advice that communities have a strong sense of ownership of their local fire services. To ensure that communities retain confidence in the capability of their fire services under the reformed framework, the Panel proposes that the Commission be required to consult with communities regularly on the service delivery standards necessary for each mandated function, and the arrangements in place for service delivery nationally, including those with accredited providers. 
25. The Panel also proposes that Ministers establish an Emergency Services Chief Executives Forum to ensure better coordination across all service providers and to provide Ministers with a single agreed stream of advice on mandating new fire service functions. The Panel proposes that this Forum should play a major role in promoting a more collaborative approach to service provision and that matters such as co-location of facilities and sharing of other resources, such as Communications Centres, should be addressed through the Forum. 
Effectively and efficiently organised fire services

26. The Commission is the governing board of the national urban fire service (the NZFS) and in this capacity appoints the Chief Executive, approves the annual expenditure plans, agrees the non-financial performance targets and monitors performance. The Commission is also the National Rural Fire Authority, a role which requires it to set standards for the 74 rural fire authorities, audit their compliance with standards, assess their performance and coordinate their operations. 
27. The Commission is classified as a Crown agent under the Crown Entities Act 2004. The Minister responsible for a Crown entity of this class may direct the entity to give effect to a government policy that relates to the entity’s functions. For purposes of operational planning and service delivery arrangements, the Commission is otherwise independent of Government. The Panel concluded that the Commission’s classification as a Crown agent was most appropriate given the accountability framework of the Crown Entities Act. 
28. The Review received advice that the Fire Service Act 1975 and the Forest and Rural Fires Act 1977 date from an era of prescriptive legislation, and define in great detail the organisational structure and the management and command hierarchy. The Acts also vest some executive powers directly in certain named officers and managers. This is contrary to the approach of the Crown Entities Act which vests in a board, in this case the Commission, the full authority and responsibility for an agency including organisational structure, management framework and all the governance and executive powers the entity requires to perform its functions. The Panel concluded that a complete re-draft of the two Acts is required to bring them into line with the principles of the Crown Entities Act. 
29. The Panel noted the contribution the National Rural Fire Advisory Committee has made to the way in which the Commission has exercised its function as the National Rural Fire Authority. The Panel considered that an equivalent committee to advise the board in the exercise of its urban fire functions would assist it in that respect, and the Panel recommends that two advisory sub‑committees be formally established as standing committees of the Commission, each chaired by a member of the Commission. 
30. The Review closely considered the measures the Commission has in place to assure itself that New Zealand’s fire services are operating efficiently and effectively. The Panel recommends an external, independent baseline review be undertaken to assess current capability and expenditure levels and to provide a base against which future initiatives can be measured. 

31. The Panel also considered how the amalgamation of rural fire authorities into Enlarged Rural Fire Districts could be accelerated. Although progress has been made, it has been variable from region to region, and the Panel has recommended that the period for voluntary amalgamations should be limited to a term of 12 months after proposed new legislation comes into force. The Panel recommends the new legislation should empower the Minister to mandate amalgamations thereafter. 

Fire service funding 

32. The Panel investigated two key funding issues: how to construct a more equitable funding system so that all New Zealanders make their fair contribution to funding fire services capability, and how to attract a contribution from the beneficiaries of the non-fire rescue and emergency services as a result of the widened mandate. 
33. The Review’s key finding is that, by broadening the funding base to include payers who presently make no, or little, contribution to the fire services, the rate of levy for all contributors should be able to be reduced. For those who are already paying their fair share, this should mean a reduction in the overall contribution they make to fire services funding. 
34. The Panel considered a range of future funding options for both residential and non-residential levy payers. These included two insurance-based models and a property-based model. The Panel concluded that the preferred funding arrangement is a mixed funding system that:
· shifts the levy base for non-residential property from a levy on the amount for which property is insured to a levy on premiums; 
· extends the levy base for non-residential property from contracts of fire insurance to all contracts of material damage; 
· retains the present levy arrangements for residential and personal property but with the caps adjusted from their 1994 levels to the equivalent levels in the property market today; 

· attracts an appropriate contribution from the transport sector; and  

· continues to permit charging for attendance at non-fire incidents where the beneficiary of the service has not made a contribution to the capability. 
35. More precise modelling is required before each option can be evaluated authoritatively. In this respect the Panel was hampered in its considerations by the minimal amount of information required to be furnished presently with levy returns. It recommends that the prescribed form for levy returns be amended to provide more detailed information on the underlying base generating the levy. 
Plan for the Future
36. A principal conclusion of the Review is that the Commission should develop, in collaboration with other emergency services, a bold vision for New Zealand’s fire services together with a long-term strategic plan to implement that vision. The vision and plan must prepare New Zealand for the challenges of the future. Those challenges will be driven by a range of factors including changes in technology, social attitudes, demography, climate and legislation. The Panel expects that such a plan will enable the fire services to meet the future needs of communities throughout New Zealand.
recommendations
Introduction

This section of the Panel’s report provides a summary of the recommendations that the Panel discusses in detail in the main body of the report for each of the three outcome areas:

· fire services functions and operating platform;

· effectively and efficiently organised fire services; and

· fire service funding. 

Plan for the Future
	Recommendation 1

That the Commission develop, in collaboration with other emergency and rescue services, a vision and long-term strategic plan for fire services to meet the needs of New Zealand in the future. 


Outcome 1: Establishing clear fire services functions and operating platform

In order to ensure that New Zealand’s fire services have a clear mandate and operating platform for the functions they perform, and that it is clear how those intersect with functions performed by other emergency services providers, the Panel recommends:
	Recommendation 2

That the legislation pertaining to the fire services (the Forest and Rural Fires Act 1977 and the Fire Service Act 1975) be fully redrafted in plain English and to implement the recommendations of this report.

Recommendation 3

That the redrafted Fire Service Act be renamed to reflect the broader functions of the fire services. 

Recommendation 4

That the redrafted Forest and Rural Fires Act retain its name to ensure its continued focus on vegetation fires.

Recommendation 5

That the mandate for the non-fire emergency functions currently delivered by New Zealand’s fire services be assigned to the Commission, with the mandate to include: 

· the authority to set service delivery standards for a function;

· the requirement to establish service delivery capability across New Zealand;

· the legal protection for fire services workers if things go wrong during a rescue or emergency; 

· the authority to accredit another agency to deliver a function; and

· the ability to pass on legal protection to accredited service providers.




	Recommendation 6

That rural fire services maintain their current focus on vegetation fires, but with flexibility to be accredited by the Commission, if considered necessary, to address any gaps in the provision of non-fire services identified by the Commission in consultation with the community, where appropriate, and that rural fire authorities have a right of first refusal when the process to accredit service providers is being undertaken in their area. 

Recommendation 7

That any accreditation made by the Commission with a rural fire authority should include coverage of the funding, equipment and training needed to undertake the additional accredited service.

Recommendation 8

That the revised legislation provide firefighters with a suitable limitation of liability provision for undertaking the functions for which they are mandated under the redrafted Acts. 

Recommendation 9

That a process be established in legislation for adding to, amending and approving the mandate of fire services (as described in Recommendation 5), through a mechanism such as an Order in Council, so that future service needs can be addressed without needing to amend primary legislation. 

Recommendation 10

That an Emergency Services Chief Executives Forum, comprised of the chief executives of the Department of Internal Affairs, the New Zealand Fire Service, New Zealand Police, the ambulance services (St John and Wellington Free Ambulance), and the Director of the Ministry of Civil Defence and Emergency Management, with input from other appropriate agencies as required, be established under Cabinet mandate, to collaborate on the delivery of emergency services, but that the final composition of the Forum be determined by Ministers. 

Recommendation 11

That the Emergency Services Chief Executives Forum be established by the respective Ministers, acting under the mandate of Cabinet, which would approve the terms of reference, with one Minister as the responsible Minister.

Recommendation 12

That the Chair of the Emergency Services Chief Executives Forum be appointed by agreement of relevant Ministers.

Recommendation 13

That the Emergency Services Chief Executives Forum be consulted on any new mandate proposals from the fire services.

Recommendation 14

That the terms of reference for the Emergency Services Chief Executives Forum include the provision of advice to Ministers on:

· coordinating emergency services, consolidating 111 emergency call centres, Coordinated Incident Management System (CIMS), and co-locating emergency services where appropriate;

· integrating strategic planning of emergency services, including addressing gaps and overlaps in the delivery of emergency services; 

· identifying mandated agencies and support agencies for specific types of emergency responses, and considering changes or alterations to the existing fire services’ mandate;

· asset planning and bulk procurement opportunities across the emergency services; and

· resource sharing and cross-agency training opportunities.

	Recommendation 15

That the work of the Emergency Services Chief Executives Forum be reviewed after a 12-month period, to evaluate its performance and to assess whether there is any need to change its terms of reference, mandate or composition.


Outcome 2: Achieving effective and efficient fire service operations

In order to ensure that the Commission and fire services are organised and operating as effectively and efficiently as possible and will provide value for money in the future, the Panel recommends:
	Recommendation 16

That NZFS management, the United Fire Brigades’ Association (UFBA) and representatives of rural fire volunteers jointly develop recommendations, in consultation with employers’ groups, on the relationship between volunteers and their employers for the Commission’s consideration, including possible measures to protect employers from financial disadvantage when volunteers in their employ are required to respond to calls of long duration. 

Recommendation 17

That the Commission ensures that volunteer sustainability programmes are appropriately resourced, closely monitors the levels of management time and energy applied to sustaining and fostering volunteering, and maintains oversight of progress against critical milestones. 
Recommendation 18


That the Commission develops special courses for first time managers of fire services volunteers and that the remuneration packages of all fire service managers take into account the maintenance of positive relationships with volunteers. 

Recommendation 19

That NZFS management, the UFBA and representatives of rural fire volunteers jointly review all of the terms and conditions of volunteer engagement and bring forward a proposal for changes to the terms of engagement where appropriate for the Commission’s consideration.

Recommendation 20

That the Commission considers the establishment of a senior management position responsible for building and sustaining the quality of the relationship between the NZFS and the volunteer arm of the service. 
Recommendation 21

That the Commission ensures that members of volunteer brigades enjoy terms and conditions of engagement with the NZFS that are in all ways equal to those that apply to employees of the NZFS and all appointment, performance assessment and disciplinary processes for volunteers be founded on principles of fairness and natural justice. 

Recommendation 22

That the liability of fire services volunteers mandated to respond to non-fire emergency incidents be limited in the event of a misadventure at an incident they attended in good faith. 
Recommendation 23

That the Commission and the UFBA be invited to explore options for amending the existing dispute resolution provisions, including establishing a mediator position whose decisions in disputes between volunteers and NZFS management would be final. 
Recommendation 24

That the comprehensive approach to fire management expressed in the current Fire Service Act be retained in any new legislation and that the Commission continues to be charged with taking an active role in promoting and coordinating fire safety in New Zealand, including fire safety research, as a matter of importance. 
Recommendation 25

That the Commission commits a greater percentage of its resources to proactive risk reduction through fire safety promotion programmes. 

Recommendation 26 

That the Commission takes a more rigorous risk-based approach to allocating resources between reduction and response activities and that in this respect the outputs of the National Resource Allocation Model be given greater weight in strategic decisions. 
Recommendation 27 

That the Commission remains classified as a Crown Agent under the Crown Entities Act. 
Recommendation 28

That any sections of the new fire services legislation dealing with the structure and organisational form of the Commission as a Crown Agent be aligned with the principles of the Crown Entities Act. 

Recommendation 29

That, consistent with the principles of the Crown Entities Act, the Commission be vested with all the functions and powers necessary to carry out the mandated services, rather than some of these being vested in named executive officers of the fire services. 
Recommendation 30

That the position of Chief Executive be separate to, and distinct from, any other leadership roles in the fire service. 

Recommendation 31

That the new fire services legislation:  

· assigns to the Commission the responsibility to establish the management structure for the entity;     

· establishes that the senior management positions responsible for each of the urban and rural fire functions be at an equivalent level and that both report to the Chief Executive; and    
· leaves the description of, and titles for, the senior management roles responsible for urban and rural fire to the Commission. 
Recommendation 32

That the new fire services legislation enable the appointment of up to seven members, at least one of whom be knowledgeable of the rural sector. 
Recommendation 33

That the National Rural Fire Advisory Committee be a sub-committee of the Commission, chaired by a Commission member. 

Recommendation 34

That a National Urban Fire Advisory Committee be established and be a sub-committee of the Commission, chaired by a Commission member.

Recommendation 35

That a suitably qualified third party be engaged to undertake an independent baseline review of the Commission’s capability and expenditure and that the exercise be repeated every 3-5 years.

Recommendation 36

That the Commission engages annually on its strategic direction with the Minister of Internal Affairs and the Department of Internal Affairs at least 10 months prior to the start of each financial year, depending on the extent of any strategic changes contemplated. 
Recommendation 37

That the Commission revises its quarterly reporting, in collaboration with the Department of Internal Affairs, to increase its effectiveness as a vehicle for communicating key performance information to the Minister of Internal Affairs prior to the commencement of the 2013/14 financial year. 
Recommendation 38

That the Commission undertakes, as part of its development of its Statement of Intent for 2013/16 and 2014/17, a re-evaluation of its non-financial performance measures, in collaboration with the Department of Internal Affairs, to better focus these measures on the NZFS’s key accountabilities and priorities.

Recommendation 39

That the period for rural fire districts to amalgamate voluntarily into enlarged rural fire districts conclude one year after the enactment of the new fire services legislation and that the Minister be empowered to mandate rural fire district enlargements by Order in Council thereafter.

Recommendation 40

That the National Rural Fire Authority (NRFA) fund appropriate independent facilitators/mediators to work with each of the existing rural fire authorities to overcome the barriers to proceeding towards an Enlarged Rural Fire District. 
Recommendation 41

That the NRFA review the financial incentives for the Enlarged Rural Fire District process, to encourage adoption of enlarged rural fire districts. 


Outcome 3: Stable and equitable funding system for fire services
In order to ensure that there is sustainable, stable and equitable funding for fire services, with the sources of funding aligning with the functions they perform, the Panel recommends:   
	Recommendation 42

That the levy on insured non-residential property be calculated on the policy premium rather than on the amount for which property is insured. 

Recommendation 43

That the levy base for non-residential property be extended to include all contracts of material damage rather than only contracts of fire insurance. 

Recommendation 44

That fire services continue to have the discretion to charge for services delivered, with the exception of attendances at fires and other emergencies for which fire services are pre-funded under the new funding arrangements. 



	Recommendation 45

That the residential and personal property component of future fire services funding be calculated on the amount for which property is insured up to a maximum threshold adjusted to reflect present market levels relative to the 1994 level, with the actual level to be the subject of detailed modelling. 

Recommendation 46

That, having regard to the expansion of the levy base for residential and personal property in recommendation 45, the rate of levy per $100 of insured value on these classes of property be reduced from the current 7.6 cents.
Recommendation 47

That the Commission investigates the free rider inequity that exists between those who insure and those who do not insure, resolves whether there are any practical solutions to the problem and recommends areas for further policy work to the Minister of Internal Affairs, if appropriate. 
Recommendation 48

That the new legislation clarify the terms “contract of insurance” and “arrangements analogous to a contract of insurance”.  

Recommendation 49

That, recognising the cost of providing rural fire services is currently met substantially from the owners of vegetation wildfire risks through existing mechanisms of rates and equitable funding contributions from stakeholders, the inequities between rural and urban levy payers be addressed by: 

· continuing to fund the Rural Fire Fighting Fund and National Rural Fire Authority grants to rural fire authorities for research, vehicles, communications capability, protective clothing and other equipment from the proceeds of the Fire Service levy in recognition that some rural levy payers do not receive an emergency response to urban standards;

· aligning the cost of providing all other “fire and rescue” services with funding from the proposed levies on insurance on residential and non-residential property and the transport sector; and

· commissioning further detailed work on the levels of funding required from the owners of vegetation assets and from the levy to determine the impact of this recommendation prior to it proceeding. 

Recommendation 50

That the prescribed form for levy returns from insurance companies be modified to provide additional information on the nature and location of the insured property, with the level of information to be graduated according to the amount of levy being reported.

Recommendation 51

That the proposals for future funding of the NZFS set out above be modelled in detail before final decisions are taken.

Recommendation 52

That appropriate agencies of central government, including those with policy responsibilities for the transport sector, be charged with the design of a mechanism to attract a contribution from the transport sector toward the costs of maintaining and operating New Zealand’s fire services for their fire and rescue roles.  


	Recommendation 53

That the Fire Service levy provisions and other funding arrangements be amended to:

· shift the levy base for non-residential property from a levy on the amount for which property is insured to a levy on premiums; 

· extend the levy base for non-residential property from contracts of fire insurance to all contracts of material damage; 

· retain the present levy arrangements for residential and personal property but with the caps adjusted from their 1994 levels to the equivalent levels in the property market today; 

· attract an appropriate contribution from the transport sector; and  

· continue to have the discretion to charge for services delivered, with the exception of attendances at fires and other emergencies for which fire services are pre-funded under the new funding arrangements. 

Recommendation 54

That, in the event further work suggested that a levy on premiums on insured non-residential property was not a suitable base for fire service funding, then the existing base for non-residential property be retained but with the provisions redrafted to limit the most significant opportunities for levy minimisation.


Implementation of recommendations and future evaluation of fire services

To evaluate the impact of the decisions taken as a result of this Report, the Panel recommends:
	Recommendation 55

That a further review of New Zealand’s fire services be undertaken five years after the enactment of any new legislation resulting from the recommendations contained in this report. 


1. Background 

37. Risk management, including fire risk management, is often considered under the framework of the four R’s: Reduction, Readiness, Response and Recovery. The Panel found this to be a useful framework to inform its consideration of the issues.

Table 1: The ‘four Rs’ of fire risk management

	Reduction
	Identifying and analysing risks to human life and property from natural or man-made hazards; taking steps to eliminate these risks where practicable, and where not, reducing the likelihood and magnitude of their impact.

	Readiness
	Developing operational systems and capabilities before an emergency happens.

	Response
	Actions taken immediately before, during or directly after an emergency, to save lives and property, as well as help communities to recover.

	Recovery
	Activities beginning after initial impact has been stabilised and extending until the community’s capacity for self-help has been restored.


38. Different drivers have shaped the development of fire services in New Zealand. Fire is seen as a hazard in the urban environment, where buildings constitute the primary risk. In the rural environment, where plantation forests, grasslands and other areas of vegetation constitute the primary risk, fire is used as a land management tool and is something to be controlled under certain circumstances and prevented under others. 
39. In the 19th Century some of New Zealand’s earliest legislation related to fire safety, such as the Raupo Houses Ordinance 1842, Provincial Council legislation and local authority bylaws. With the abolition of the Provinces, local authorities undertook a greater role in fire safety.

40. The early fire brigades were made up of volunteers and reflected a willingness by people to help each other in a time of crisis. Sometimes these brigades were operated by local authorities or insurance companies and sometimes by ad hoc groups of volunteers drawn from the community. Brigades were funded on a voluntary basis by donations from the public, insurance companies, local authorities and volunteer brigade members. The willingness of volunteers had its limits and insufficient funding frequently led to brigades being put into abeyance. That meant there was no fire cover in the community for a period. With the passage of time, some brigades employed full- time firefighters.

41. Lobbying from fire brigades for a reliable funding stream led to the Fire Brigades Act 1906. This enabled the setting up of fire districts which were governed and funded by Fire Boards. The fire district was a geographic area within which the fire brigade had to respond to fires. The district was usually defined by the availability of reticulated water, so did not always correspond to the boundaries of a local authority. Funding from insurance companies, local authorities and Government for the Fire Boards was formalised in statute. Fire districts are still the basis for firefighting in urban areas, but they are now part of the NZFS and run by a Chief Fire Officer.

42. Fire Boards were also given responsibility for fire prevention within their districts but as local authorities also had these powers, there were overlaps in jurisdiction. This resulted in the Fire Boards losing these powers and local authorities retaining responsibility for fire prevention. This gave Fire Boards a focus on readiness and response activities and the investment in training and equipment reflected this. 

43. Following the deaths of 41 people in the 1947 Ballantyne and Co department store fire, a Royal Commission of Inquiry was established. The Commission’s recommendations included making the voluntary code for means of escape from buildings and evacuation drills compulsory. 

44. The recommendations from the Ballantyne Inquiry were not given effect until after the Inquiry into the 1969 Sprott House rest home fire in which seven women died. This resulted in the Fire Safety (Evacuation of Buildings) Regulations 1970 and required the Fire Service Council to set up a fire safety inspectorate. The Fire Service Act 1975 extended this approach to managing the risk of fire by making it a “matter of prime importance for the Commission to take an active and coordinating role in the promotion of fire safety in New Zealand.” The recommendation from the Ballantyne Inquiry for a national commission to run Fire Boards had to wait until the Fire Service Act 1975 came into effect on 1 April 1976.
45. In recent years the NZFS has increased its emphasis on fire prevention and safety by centralising the processing of evacuation scheme applications and establishing a Fire Engineering Unit to review building proposals submitted to the Commission under the Building Act 2004. As will be noted later, the Commission has also set up a contestable research fund and funded a lectureship in fire engineering at the University of Canterbury. While there has been an increase in the resources applied to risk reduction, the NZFS approach still reflects the emphasis of the Fire Board era on investment in readiness and response.
46. The value of fire in clearing land for agricultural and horticultural purposes meant fire was seen as something to be controlled in the vegetation environment, rather than something to be immediately extinguished. Regulations made under the New Zealand State Forests Act 1885 and its successors were focused on the protection of the State’s forestry assets. Following the major central North Island fires of 1946, a means to protect private vegetation from fire was required. The Forest and Rural Fires Act 1947 was enacted to allow those areas not in State ownership to constitute Rural Fire Districts run by Rural Fire Committees. These Districts were based on assets with a particular risk, such as plantation forests and water catchment areas. Areas outside Rural Fire Districts were assumed to have a lower risk and became the responsibility of local authorities.
47. Regulations under the Forest and Rural Fires Act enabled the setting up of Voluntary Rural Fire Forces. They were made up of State Forest Service workers, forestry company employees and local authority staff.

48. The Forest and Rural Fires Act emphasises risk reduction and prevention measures, such as notifying fire restrictions during periods of high fire risk, granting permits for lighting fires and controls on machinery which may cause fires. This legislation was the responsibility of the New Zealand Forest Service. Following the corporatisation of the Forest Service in 1989, the responsibility for administration of the Forest and Rural Fires Act 1977 was transferred to the Department of Internal Affairs, the National Rural Fire Authority was constituted as a function of the Commission and the position of the National Rural Fire Officer was established in the NZFS.

49. The emphasis on fire districts and the large number of volunteers means there is a strong feeling of local ownership of fire services. Over the years this has led to the fire services undertaking roles for which they do not have a legal mandate, but for which there is a community need, for example, attendance at motor vehicle crashes and medical assists. While these functions may not be mandated by legislation, the desire of firefighters to serve their community means they are willing to carry out the task with community funding support for the necessary equipment.

50. In 1949 the Fire Services Act constituted the Fire Service Council to coordinate fire services and standardise equipment and training for fire brigades. Fire Boards remained as the governance organisation of the fire districts. The roles of Fire Boards and the Fire Service Council were incorporated into the Commission by the Fire Service Act.

51. Since the introduction of the Fire Service levy in 1975, (a levy on the insured value of property) there have been unsuccessful attempts to reform the funding of fire services and there has been limited reform of the governance, mandate and structure of fire services. In 1990 the Fire Service Act was amended to apply Public Sector Management reforms to the Commission by shifting from an executive Commission to a non-executive Commission with an employed Chief Executive.
52. From 2003 to 2008 a review programme endeavoured to reform fire services legislation. It was not possible to achieve agreement on the reforms. However, a strategy to reduce the number of rural fire authorities was agreed to. This involves Rural Fire Committees having responsibility for vegetation fire risk in a geographic area, rather than focusing on a particular asset. This is known as the Enlarged Rural Fire Districts Strategy.
Current situation

53. New Zealand’s dual urban and rural fire management systems are governed under two closely interlinked Acts – the Fire Service Act and the Forest and Rural Fires Act. The Fire Service Act establishes the Commission as a Crown entity and the NZFS, for which the Commission is responsible. 

54. New Zealand has 74 rural fire authorities, which have been established under and operate in accordance with the Forest and Rural Fires Act. The Commission is also the National Rural Fire Authority (NRFA), and has responsibility for the coordination of rural fire management by the rural fire authorities.

· The Commission is the governing board of the NZFS. However, it also has operational functions of its own, including the promotion of fire safety throughout New Zealand, the issuing of codes of practice or standards, and the administration of the Fire Service levy. 
· The Commission is also the NRFA, which has both general and specific duties to coordinate and supervise the rural fire sector. 
· The NZFS is the operational organisation that has the capability, through its management, officers, paid and volunteer brigades to provide fire protection services in urban areas and also respond to most fires in rural areas and non-fire emergencies everywhere.
 Functions, duties and powers under the Act are in turn dispersed between these organisations, the Chief Executive of the NZFS, its National Commander, regional managers, the National Rural Fire Officer, Chief Fire Officers and persons in charge of brigades.
55. The diagram below shows how these two pieces of legislation interact. The diagram demonstrates the complex and differing relationships between, and the differing roles of, the various parts of the fire services. For example, the Chief Executive can also hold the role of National Commander, creating a perception that the position of National Commander of the NZFS, rather than the Chief Executive, is the head of the organisation. Fire brigades in the NZFS are included in the diagram as they are created under the Fire Service Act, whereas Voluntary Rural Fire Forces are created by a process in the Forest and Rural Fires Regulations 2005.
Figure 1: Overview of New Zealand Fire Services Legislation
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Recent reports on the response of emergency services
56. There have been a number of inquiries into the responses of emergency services to the February 2011 Canterbury earthquake and the Pike River mine explosion and fire including:

· Review of the Civil Defence Emergency Management Response to the 22 February Christchurch Earthquake commissioned by the Director of the Ministry of Civil Defence and Emergency Management. 
· The Independent Review of the NZFS response to the 22 February earthquake by Simon Pilling, Chief Executive of the West Yorkshire Fire and Rescue Service, commissioned by the National Commander of the NZFS.

· The Coronial Inquiry into the deaths of people who survived the immediate collapse of the CTV building but were unable to be rescued before they died. 
· The Royal Commission on the Pike River Coal Mine Tragedy. 
57. The Panel has not had time to familiarise itself with the details of these reports but was advised by the NZFS that it is addressing the recommendations of the Civil Defence Review, the independent review of the NZFS response and the Pike River Commission. By way of example, the NZFS has introduced a new comprehensive national response plan, and improved the training for disaster management across all ranks.
International Comparisons 
58. The Panel received factual information on the regulation of the functions, form and funding of fire and emergency services in Australia, and also case studies of the province of British Columbia and England and Wales.
 
59. The information focused on: 
· structure and governance-related components;
· roles, functions and approaches to reform;
· funding arrangements; and

· key findings and implications for New Zealand.

60. The research of international fire and rescue jurisdictions found significant commonalities in functions, governance and challenges. Common threads included funding constraints, the process of transforming often rigid and antiquated regimes to effectively align fire and rescue services with the changing demands of the public, and the need to find efficiencies through better integration of service delivery and resource allocation.
61. Like New Zealand, international jurisdictions are facing increasing challenges in the range of services expected and the ability to respond to natural and other disasters. At the same time, they are operating within significant financial and resource constraints. 
62. Several jurisdictions have undertaken fire and emergency services reviews to varying degrees in the last decade. Some jurisdictions have recently undergone significant reform processes (for example, England and Wales, South Australia and the Australian Capital Territory), and others are at various stages of developing or considering different reform programmes (for example, Victoria, New South Wales and British Columbia). 

Structure and governance 

63. Fire and rescue services in all jurisdictions are devolved to varying degrees from the central or federal government, with the peak governance body either part of a larger government department, a department in its own right, or a statutory authority. 

64. Based on the research, the Panel was advised that a move towards more devolution of functions or decision making (for example, the model in England and Wales) in New Zealand could risk duplication and create inefficiencies. Alternatively, the research suggested that functional efficiencies could perhaps be realised through bundling the fire services with civil defence and emergency management functions under one governance body. This is the model in some Australian States. While the Panel does not consider this model is appropriate for New Zealand, it does acknowledge the importance of greater collaboration between the various emergency services. The Panel’s consideration and recommendations on this issue are discussed later in this report. 
65. Another approach the Panel considered was the establishment of overarching cross-emergency services bodies at the national and/or regional level. The Panel discusses this and makes recommendations in 2. Establishing a clear mandate and operating platform.
Functions and approaches to reform 
66. The research found that most reform processes overseas have involved legislative change to ensure fire and rescue services meet the challenges of broader duties and remain fit for purpose. The Panel’s view is that any reform of fire services in New Zealand should also be focused on modernising the legislation so that it reflects the current environment and is fit for purpose. 

67. In England and Wales, the new legislation is called the Fire and Rescue Act 2004 rather than just the Fire Service Act, in recognition of the broadened functions of the fire service. Also, most Australian services incorporate “Fire and Rescue” in their name in recognition of their significant non-fire rescue and emergency management roles. In New Zealand, it is common to see “Fire and Rescue” on the back of fire appliances.

68. Based on the research, the Panel’s view is that New Zealand should move closer towards best practice in risk management by enhancing community resilience. Building community resilience is about providing local communities with the knowledge and tools to reduce the risk of emergencies in the first place and to manage their own response to emergencies when they occur. 

69. As with other jurisdictions, the Fire Service and Rescue Act in England and Wales has fire prevention as one of its main areas of focus (and has flexibility to add functions if needed). In line with this, New Zealand could mandate or provide greater incentives for fire alarms and/or sprinklers, and promote greater personal responsibility for fire precautions.

70. International experience (particularly in Australia) highlights that key implications for New Zealand in progressing any reform to fire service functions may include:

· the need for a participative approach to reform and a robust implementation process;

· that difficulties may be experienced at the governance level when integrating different organisational cultures and operating practices;

· that there is value in retaining the original identities of the organisations being integrated, even when a new structural model is being implemented;
· that political support for change, beyond the immediate aftermath of ‘catalyst’ events (such as the Victorian bushfires, Queensland Floods, and Canterbury Earthquakes), is important; and

· that realistic expectations are needed for what can be achieved in the short to medium term, tending toward an evolutionary approach.

71. Many jurisdictions (particularly in Australia), regardless of their level of legislative or structural integration, are undertaking work to some extent to foster collaborative and cooperative practices between their urban and rural services, as well as with wider emergency services  providers. International experience suggests that New Zealand should pursue the development of cross-emergency services operating practices and resource allocation models. This can be promoted through legislative and governance mechanisms. 
Funding
72. The research found that there are limited lessons for New Zealand from international funding models. All jurisdictions are facing the challenge of finding efficiencies to provide the same or more services within financial constraints. However, fire and rescue services in most jurisdictions are funded through a property tax or a combination of a property tax, insurance premiums and central funding contributions.

73. Based on the research, the key implications for New Zealand are that in most comparable overseas jurisdictions the government’s direct contribution is proportional to its benefit, and the motor vehicle sector contributes towards funding in a proportional way through insurance or registration levies.
The Panel’s Conclusion
74. The Panel found the information and research on international comparisons useful for informing its work, as common issues are being faced by comparable countries such as the United Kingdom and Australia. It has, however, highlighted to the Panel that the New Zealand fire services model is unique when contrasted with these comparable countries, particularly in relation to its fire service funding model, and therefore it would not be practical to attempt to adopt a single definitive model from overseas in New Zealand, due to the extensive differences in our system. Nonetheless, international best practice does validate a number of the Panel’s recommendations. 
A Plan for the Future
75. The Panel’s review of fire services in New Zealand was undertaken at a time when a number of other investigations into the response to recent tragedies and emergencies were being conducted. These include the Royal Commission of Inquiry into Building Failure caused by Canterbury Earthquakes, the Royal Commission on the Pike River Coal Mine Tragedy and the independent review of the NZFS management of the first 12 hours response to the February 2011 earthquake.

76. The Panel is aware that the Government’s response to this review of the functions and funding of New Zealand’s fire services will be considered in the light of the wider investigations that have reported, or are yet to report. It will also be considered in the context of the Government’s initiatives to obtain greater value from publicly delivered services through better integration and coordination of services. 
77. The Panel is firmly of the view that the New Zealand Fire Service Commission should begin developing a vision and long-term strategic plan for New Zealand’s fire services that will enable them to deliver fire and rescue services tailored to meet the future needs of communities throughout the country. The Panel recommends that the Commission begin the process with some urgency.

78. Consistent with one of the themes in this report, the plan will need to be developed in collaboration with representatives from emergency and rescue services providers and stakeholders from the urban and rural fire sectors to ensure New Zealand is served by a world leading contemporary fire and rescue service. 

79. Such a vision and long-term strategic plan should be developed in light of the recommendations of this report. This will require a significant shift in thinking from the current approach. It will need to cater for the demands of the future, while proceeding at a pace that does not undermine the delivery of existing services. It will also need to outline how New Zealand’s fire services will engage with other emergency services providers to ensure future demands are met efficiently and effectively. 
80. In developing the long-term strategic plan, the Commission will need to consider the current trends in fire, rescue and emergency services delivery worldwide, as well as anticipate changes occurring within New Zealand. Some of the issues that may impact on the development of such a strategy include:

· a continuing reduction in the incidence of structure fires due to improved building standards, smoke alarms and sprinklers in commercial buildings and similar improvements;
· an aging population with potentially greater reliance on assistance from emergency services;
· the population drift from the South Island to the North;
· the shift from town to country for lifestyle reasons;
· the changing ethnic make-up of New Zealand;
· the need for a greater emphasis on education and emergency readiness;
· more rigorous application of risk management principles with respect to resourcing decisions;
· climate change, with the ensuing risks of both droughts and floods;
· the significant exposure of the New Zealand economy to fires in plantation forest assets;
· a fire service heavily dependent on volunteers, which leads to challenges of recruiting, training and retaining volunteers;
· the need for increased co-location, collaboration and integration of emergency services over time for better service delivery and more efficient use of resources;
· the need for a positive culture that embraces the changes that will be required to meet the challenges of the future;
· a greater need for individual, neighbourhood and community emergency preparedness and resilience;
· greater demands on resources, given ongoing resource constraints; and
· more flexible delivery mechanisms as a result of changing risk management strategies.
81. The Commission will want to identify its own set of issues that will need to be addressed in a vision and long-term strategic plan for New Zealand’s fire services. The Panel expects the outcome will be safer, more resilient communities where citizens are well prepared to manage emergencies themselves but know there is assistance close at hand in time of need. The Panel does not envisage that developing the vision and long-term plan would be a statutory requirement, although this approach should be considered. 
	Recommendation 1

That the Commission develop, in collaboration with other emergency and rescue services, a vision and long-term strategic plan for fire services to meet the needs of New Zealand in the future. 


2. ESTABLISHING A CLEAR MANDATE AND OPERATING PLATFORM

Outcome 1: That New Zealand’s fire services have a clear mandate and operating platform for the functions they perform, and that it is clear how those intersect with functions performed by other emergency services providers.

82. This section examines how a clear mandate and operating platform can be established for New Zealand’s fire services and the functions they perform. It discusses the following:

· the problems identified with the current fire services legislation;

· the issues of mandate and limitation of liability for the fire services; and

· how better coordination and collaboration across the emergency services can be achieved.
Updating the fire services legislation

83. The Panel has concluded that the legislation relating to the fire services is complicated, unwieldy, confusing, and in places, contradictory. This is due in part to its creation in an era of prescriptive and over-detailed legislation. However, the ad hoc grafting on of subsequent amendments has also contributed to the confusing nature of the legislation. Unfortunately, its structural complexity often obscures the primary focus of the entities which were established under the legislation. 

84. The Panel considers that a plain English redraft of the Fire Service Act and the Forest and Rural Fires Act needs to be undertaken in order to achieve legislative clarity regarding the operational scope of the agencies established under the two Acts, their funding arrangements and the authority of the governance bodies to determine their own organisational structure and delegation framework. This reflects the views of many submitters. 
85. The Panel considers the name of the Fire Service Act no longer matches the scope of the work undertaken by the fire services. With this in mind, the Panel considers a name change, like that adopted in the revised English 2004 Act, would be appropriate to better capture the nature of the modern fire services. The Panel does not consider it necessary to change the name of the Forest and Rural Fires Act as it is not proposing to substantially change its legislated mandate, which is managing vegetation fires.

86. The Panel also considered whether the two Acts should be combined, but has decided not to recommend this course of action. While the approach would be feasible, the retention of a separate act for rural fire will continue to emphasise the importance of this function. A full redraft of both Acts offers the opportunity to improve the way they work together. 
	Recommendation 2

That the legislation pertaining to the fire services (the Forest and Rural Fires Act 1977 and the Fire Service Act 1975) be fully redrafted in plain English and to implement the recommendations of this report.

	Recommendation 3
That the redrafted Fire Service Act be renamed to reflect the broader functions of the fire services. 

	Recommendation 4

That the redrafted Forest and Rural Fires Act retain its name to ensure its continued focus on vegetation fires.


Submitters’ views on mandate and operating platform

87. The ambulance sector supported the NZFS being given a clear mandate (and capacity) to work in partnership with other emergency service providers. There was also some support in this sector for the NZFS having a mandate to respond to medical emergencies because it is better placed to provide a swifter first-response to these than ambulance services in some areas. The opportunities for greater consolidation between fire and ambulance services were acknowledged, but seen as being limited to specific areas, such as co-location of some stations and sharing back-office functions. 

88. The rural fire sector’s submissions included the recommendation that neither of the fire services should be forced to be responsible for attendance at non-fire incidents, but that there should be a legislative framework in place that allows those groups of volunteers that are prepared to act more broadly in the community to do so. The sector’s submissions reinforced the importance of its distinct function and mandate in regard to vegetation fires. The sector proposed a continued and, in some cases, reinforced statutory separation of governance and management. The sector supported legislative changes to ensure that the Commission includes one member with rural fire expertise, who would chair a National Rural Fire Advisory Committee as a sub-committee of the Commission. This sector also supported separation of the roles of NZFS chief executive and NZFS National Commander. Legislated protection, and a general clarification of liability, responsibility and competency, was also sought for rural firefighters who respond to incidents that are not fire-related, such as motor vehicle crashes and medical emergencies.

89. The central government agencies’ submissions sought clarification of the lead agency in natural disaster responses, and what that role entails. These submissions also included ideas for a greater role for the NZFS in supporting the other emergency services when not attending fires. The important role of the NZFS in responding to disasters was noted. The urban search and rescue role was seen as one for which the NZFS should be given a specific mandate, which could extend to providing support for land search and rescue. One submission noted the need to clarify the roles of the NZFS and other agencies when responding to hazardous substance incidents. Role clarification was also sought for the responses to maritime emergencies. 

90. Submissions from union groups and membership organisations also supported mandated NZFS responsibility for leading responses to some non-fire related incidents. There was also a proposal from this sector for an over-arching “Ministry of Emergency Services” responsible for nationwide responses to all emergencies. 

91. Industry and business groups’ submissions included a proposal for greater links between the NZFS and the search and rescue sector, including joint training, improved coordination, shared knowledge of assets and clear communication lines. There was also some support for validation of the NZFS mandate to respond to non-fire emergencies. Local Government New Zealand did not support restricting rural fire authorities to responding to vegetation fires, considering that these authorities need to respond to local demand for services. 

92. The Commission’s submissions included support for a standard setting agency to provide the emergency response itself or to accredit other suitable agencies. It proposed that the Commission, and the Commission acting as the NRFA, should set response standards for their respective classes of fire emergency. Other emergency service providers should set response standards and respond to or accredit others to respond to for their classes of emergencies. The Commission proposed that it should be mandated to set national standards for, and respond to, those classes of non-fire emergency for which it is currently recognised as the national service provider. Examples include motor vehicle extrications, hazardous substance spills, high angle rescues, explosive or irrespirable atmosphere rescues, and trench and silo entrapments. The mandate for these non-fire emergencies should be described in general terms, to provide for new classes of emergency as they emerge. The Commission also sought to extend its mandate to the provision of urban search and rescue services. 
93. In the Commission’s view, legislation should limit the liability of primary and accredited service providers who respond in good faith and in accordance with the standards set by the authorised standard setting agency. The Commission supported continued clear delineations between the functions and mandates of the NZFS and ambulance services. Many of the prescriptive provisions of the Fire Service Act, including organisational form, command hierarchy, delegated powers and functions, should, in the view of the Commission, be matters of policy for the Commission, not set in statute. 

Validating the mandate of the fire services

94. The statutory mandate of New Zealand’s fire services is set out in two separate statutes: the Fire Service Act 1975 and the Forest and Rural Fires Act 1977. Certain other statutes such as the Building Act 2004 and the Hazardous Substances and New Organisms Act 1996 assign additional functions to New Zealand’s fire services. Finally, Orders in Council such as the National Civil Defence Emergency Management Plan may extend the mandate under specified circumstances, such as a declared national civil defence emergency. 

Mandate of the New Zealand Fire Service

95. The Fire Service Act describes the primary mandate of the NZFS as the protection of life and property from fire in urban areas. To that end:

· the Commission is required to constitute urban areas as fire districts;
· the National Commander is required to make provision in every fire district for the prevention of fire, the suppression and extinction of fire and the safety of people and property endangered by fire; and
· Chief Fire Officers are required to have their brigades respond to every alarm of fire in their fire districts.

96. In addition, the Fire Service Act vests Chief Fire Officers with some discretion to attend and assist at other classes of emergency inside urban fire districts and to attend fires and other classes of emergency outside urban fire districts where they consider that their brigade could render assistance. It is under the umbrella of this limited discretionary power that the NZFS prepares for, and responds to, a wide range of non-fire related emergencies including, for example:

· extrication of people trapped in crashed motor vehicles;
· making hazardous material spills safe;
· decontamination of people exposed to hazardous materials;
· rescue of people from explosive or irrespirable atmospheres; 

· rescue of people from heights by means of lines;
· rescue of people from collapsed buildings; 

· rescue of people from swift water; 

· release of entrapped or entangled animals; and
· response to medical emergencies in support of, or awaiting the arrival of, the ambulance service.
Mandate of Rural Fire Services

97. The Forest and Rural Fires Act describes the primary mandate of rural fire services as safeguarding life and property by the prevention, detection, control, restriction, suppression and extinction of fire in forest and rural areas and other areas of vegetation. To that end: 

· rural fire authorities must maintain a current fire plan containing prescribed information and promote and carry out fire control measures in their districts; and
· the Principal Rural Fire Officer of a rural fire district must proceed with all possible speed to the location of any reported fire in the district and, if in his opinion the fire constitutes a hazard to life and property, endeavour by all practical means to extinguish the fire and prevent the spread thereof and save lives and property in danger. 
98. The Forest and Rural Fires Act contains no mandate, discretionary or otherwise, to respond to any class of emergency other than fires. The only element of discretion in the rural mandate is whether the fire constitutes a hazard to life and property and whether it should be extinguished or left to burn itself out. 
Trends in fires and non-fire emergencies

99. As the incidence of fires has declined, the fire services responses to non-fire emergencies have risen over time. The following graphs illustrate that the demand for some of the core functions the fire services are mandated to carry out under the legislation (such as the extinction of fire) is declining, while the demand to attend non-fire emergencies (vehicle crashes, severe weather incidents and medical emergencies) which is discretionary, is likely to continue to increase over time. 
100. Some of the rural submitters noted the impact of increased lifestyle blocks in rural areas. One submitter pointed out that the new residents can offer a potential source of volunteers. However, another submitter expressed concern that this may bring people into rural areas who have only experienced fire in the urban environment.
Figure 2: Number of fires in structures per 100,000 population
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This graph shows that, overall, the incidence of fires in structures has declined significantly since 2002.

Figure 3: Number of fires in structures
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The number of structure fires in New Zealand is anticipated to continue to decline over time.

Figure 4: Non-fire emergencies
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Examples of non-fire emergencies include road traffic emergencies, hazardous materials emergencies, urban search and rescue, extreme weather related emergencies, technical rescues (for example, from confined spaces) and animal rescues. This graph shows that the trend in the fire services responding to non-fire emergencies is likely to continue to climb over time. The Panel notes that the Fire Service already works with communities to help provide emergency management capability, by participating, for example, in civil defence emergency management groups and emergency services coordinating committees. 
Figure 5: Non-fire emergencies by category
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The Panel has been advised that the fire services play a vital role in providing responses to non-fire emergencies such as motor vehicle crashes (MVA), medical emergencies, hazardous substances spills, civil defence emergencies and responses to other incidents, such as weather related incidents. This graph shows that there was a large increase in non-fire emergency incidents as a result of the Christchurch earthquakes.
Issues with the mandate of fire services to respond to non-fire emergencies 

101. The limited discretion to attend and assist given to fire services to respond to non-fire emergencies presents numerous problems:
· There is no obligation under legislation for the NZFS (or the other fire agencies) to prepare for, or respond to, non-fire emergencies and similar classes of emergency. 
· No person or agency is formally authorised to establish service delivery standards for the type of response fire services provide at these classes of non-fire emergency.
· In the absence of prescribed standards for delivery of services, some of the protections afforded by the limitation of liability provisions of the Fire Service Act and the Forest and Rural Fires Act may not be available in the event of a misadventure at a non-fire emergency.
· Given public expenditure conventions, it is doubtful whether the Commission has authority to expend funds on equipment and training intended solely for the purpose of responding to non-fire emergencies.
· In the event there is no response to a non-fire emergency, or the response is delayed and ineffective, no one can be held to account for the failure to deliver the service.
102. These problems aside, the primary concern for the Panel is that, under the current legislative arrangements, people in New Zealand cannot be absolutely assured of prompt and well-founded assistance in the event of their involvement in a non-fire emergency. The fact that people do receive prompt assistance in times of need is attributable more to the enthusiastic commitment of urban and rural fire services to their communities, than to a well constructed emergency services framework. 
103. The Panel considers that the enthusiastic commitment of fire services has masked this unsatisfactory state of affairs for too long and recommends it be addressed as a matter of urgency. 
104. The Panel notes that the reports of the inquiries into the emergency responses to the Pike River mine explosion and the February 2011 earthquake that have been published contain some common themes. In the time available to the Panel it has not reviewed the findings of the inquiries in any detail, but it is apparent from the reports that at both Pike River and in Christchurch there were concerns over who should have taken responsibility for leading the immediate response to these emergencies. 
105. The Panel has considered the most effective way to deal with the absence of formal mandate for fire services to respond to non-fire emergencies. The Panel was advised that there is no quick means to formally mandate fire services to deliver the services they already deliver. Accordingly, the Panel considers that amending legislation will be required and suggests that this should be considered in two parts:

· provision to validate the delivery of the current range of non-fire services that communities and government expect fire services to deliver; and

· provision for a secondary process to amend or add mandated functions in the future without the need to amend legislation.

Provision to validate the current non-fire services provision  
106. The Panel proposes to validate the provision of non-fire services by formally mandating the fire services to provide them. The mandate would specify the type of non-fire emergency and would obligate fire services to: 
· prescribe service delivery standards for the specified classes of emergency; and 
· ensure actual delivery of the services. 
107. The Panel also proposes that the mandate would include the power to accredit other agencies to deliver the service where the mandated agency is not able to deliver the service itself. This would include the power to pass the limitation of liability provisions on to the accredited agencies delivering the services.
108. The fire and rescue legislation in England and Wales presents an attractive model with respect to describing the class of emergency assigned to an agency and the obligation to build capability and deliver services. Part 2 of the relevant 2004 statute describes the “core functions” of fire and rescue authorities in terms of fire safety, fire fighting, road traffic accidents and emergencies. As a consequence, the Act imposes obligations on fire and rescue authorities to prepare for, and respond, to road traffic accidents, as follows:
A fire and rescue authority must make provision for the purpose of - 

· rescuing people in the event of road traffic accidents in its area

· protecting people from serious harm, to the extent that it considers it reasonable to do so, in the event of a road traffic accident in its area. 
In making provision under subsection 1) a fire and rescue authority must in particular -

· Secure the provision of the personnel, services and equipment …to meet all normal requirements

· Secure the provision of training for personnel

· Make arrangements for dealing with calls for help and for summoning personnel

109. The Panel considers that this format properly addresses its concerns around the discretionary approach of the current New Zealand legislation. It is not the role of the Panel to provide a detailed prescription for mandating the functions fire services presently deliver (or even whether all of them should be mandated). However, the Panel proposes that further work be undertaken to provide for a generic description of particular classes of emergency, rather than a prescriptive list of specific incident types. The Panel considers the “broadly specified classes of emergency” approach could include: 
· road traffic emergencies;
· hazardous materials emergencies;
· urban search and rescue;
· storm, snow, flood and other severe weather related emergencies;
· technical rescues from confined spaces, heights, irrespirable or explosive atmospheres (excluding mine rescues) and swift water; and
· animal rescues.

An ongoing process for establishing mandate changes in the future

110. The approach in England and Wales described above provides that the Secretary of State may, through an Order in Council, confer on a fire and rescue authority functions related to emergencies other than those prescribed in the body of the Act. Orders under this section may make provisions for what a fire and rescue authority must do for the purpose of discharging the function conferred on it including securing personnel, services and equipment, training, and arrangements for dealing with calls for help. 

111. In the New Zealand context, the Panel proposes that if a mandate was required to be expanded or changed, a similar Order in Council approach could be adopted. This would ensure that the proper checks and balances were in place before such a step was taken. It would be important to seek the view of other rescue and emergency services as part of the process, to avoid the gaps and overlaps that currently exist within the sector. The Panel is recommending elsewhere in this report the establishment of a forum of emergency services Chief Executives to provide Ministers with, among other advice, the assurance that other emergency services have been consulted before a fire service mandate is altered. The Panel has outlined a suggested decision-making process for establishing a new mandate in Appendix 5. 
The Basis for the Separation of Urban and Rural Fire Services

112. Unlike fire services legislation in many overseas jurisdictions, New Zealand’s fire legislation takes a comprehensive approach to managing the risk of fire. That is to say it places as much importance on proactive fire risk reduction and prevention as it does on reactive fire suppression and extinguishment. 
113. In the urban setting where the built environment dominates the hazardscape, risk reduction is achieved through the fire safety provisions of the building code, smoke and fire detection systems, other passive and active control measures including sprinkler systems, evacuation schemes and exit drills, and public education in fire-safe behaviour. The role of the urban fire services in this risk control framework is clear. 

114. In the rural setting where plantation and native forests, crops, orchards, pastoral land and peat fields dominate the hazardscape, risk reduction is achieved through controls such as permanent firebreaks in forests, restrictions or prohibitions on lighting of fires in the open at times when weather conditions present an elevated risk, and restrictions on certain types of work that present a risk of unwanted ignition. Again the role of rural fire services in this risk control framework is readily apparent. 
115. Fire risk management in the rural setting has one further feature that distinguishes it from the urban setting; the proactive use of fire as a valuable tool in productive land management. Thus rural fire services need to be seen not just as fire risk controllers but also as fire authorisers and enablers. 
116. It is against this background that the statutory separation of urban and rural fire management needs to be understood. In the urban setting, fire is the responsibility of a unified national fire service that engages primarily with commercial, industrial and institutional building owners, with households and at-risk members of the public. In the rural setting fire is the responsibility of 74 rural fire authorities that engage with land owners as part and parcel of a much broader approach to land management. The particular merit of this arrangement is that it directly connects risk ownership with risk control and incentivises the parties to find the optimal balance between proactive and reactive measures that leads to lowest overall cost. 

Table 2: Annual economic cost of wildfires – 2002-2007 ($m)

	Year
	Pre-suppression
	Suppression

	2002
	$37.6
	$11.0

	2003
	$38.2
	$6.3

	2004
	$37.9
	$4.3

	2005
	$37.9
	$8.2

	2006
	$38.0
	$6.1

	2007
	$37.8
	$10.1


Inconsistencies in the Implementation of Urban and Rural Fire Legislation
117. The Panel readily appreciates the rationale for the separation of urban and rural fire services. However,  the Panel has identified overlaps, gaps and inconsistencies that have emerged in the  provision of urban and rural services due, in part, to legislative ambiguities and, in part, to an understandable desire on the part of many smaller communities to have ready access to broader-based emergency services. 
118. In contrast to the position with the urban service, rural services have no discretion, qualified or otherwise, to respond to non-fire emergencies. Nevertheless, many rural fire authorities permit their fire forces to respond to non-fire emergencies. Other fire authorities, in the knowledge that the limitations of liability in the legislation do not extend beyond misadventure at fire incidents, do not sanction their fire forces responding to non-fire emergencies. The practical outcome is a patchwork of ad hoc non-fire service delivery arrangements, variable standards of training and equipment, and in some cases, a poor understanding of the risks being taken. 
119. Despite all the disadvantages, this ad hoc approach works from a local community perspective and is founded on entirely good intentions. It is only to be expected that in an emergency communities will deploy whatever local resources are available to help another member of the community in trouble. 
120. The Panel understands that argument but considers that New Zealand can do better in terms of providing a more coherent, consistent and assured system for the provision of non-fire emergency services across the entire country. The Panel does not consider it appropriate that both the urban and rural fire services should be mandated to provide non-fire emergency services. Such an approach risks duplicating resources, competition between providers and variability in service delivery standards.

121. Rather the Panel believes the mandate should be assigned to a single agency. The Panel is of the view that this should be the Commission, given it is responsible for the NZFS and is the NRFA, and that it should be responsible for:

· setting appropriate service delivery standards in consultation with communities;
· actual delivery of non-fire emergency services; and 
· avoiding duplication of resources.
122. Where the Commission is unable to deliver the services itself, because, for instance the NZFS station network does not cover a particular area, it would be responsible for engaging or “accrediting” another agency to deliver the services to the specified national standards on its behalf. With accreditation would go training, equipment, funding and limitation of liability. 
123. The ability to accredit another agency to deliver a non-fire emergency services function in locations where the Commission is not physically present or is otherwise unable to deliver the function itself is a key element of overall service delivery assurance for New Zealand. In general terms, the proposed mandate would require the Commission to first establish the national service delivery standard for that function in consultation with the community. The service delivery standard would include the speed of intervention and the level of resources required. The Commission would then be able to map where the NZFS’s existing network met the prescribed standard and where there were gaps. Other providers could then be accredited to fill the gaps to ensure seamless delivery of the function across the entire country. The terms on which other providers are accredited to deliver functions would be expected to include funding, resourcing and training, but would be subject to agreement between the parties on a case-by-case basis. 
124. The combination of mandate, standard setting and accreditation facilitates a strategic approach to resourcing non-fire rescue capability nationally. The mandate for the provision of non-fire emergency services would have no effect on the primary fire mandate and obligations of either the urban or rural fire services.
125. The Panel considered the example of the mandate for delivery of the extrication function at motor vehicle crashes. In the event that the mandate is assigned to the Commission, then it could set the standard for the speed of intervention at a prescribed number of minutes on all state highways. When that standard is overlaid on State Highway 6 south from Hokitika to Hawea it is almost certain there will be gaps in service provision. It would then be up to the Commission to accredit other providers to meet the standard. 
126. Under this framework the Panel would expect many of those rural fire forces that presently deliver non-fire services would become the agency accredited to deliver non-fire emergency services in their local patch. This would mean they would deliver these services to prescribed national standards with appropriate resources, training and funding. Where the voluntary rural fire force was not the appropriate agency, because of distance from a State Highway for example, a roading contractor could take on the role. 
127. The Panel was advised that parts of the rural fire sector may be suspicious of this accreditation process, and that a remote Wellington bureaucracy may ignore their needs and that local communities will be deprived of services they currently enjoy. The Panel acknowledges this perspective and suggests, in line with recommendations elsewhere in this Report, that the mandated agency should be required to consult communities regularly on the service delivery standards it proposes to establish and the arrangements it intends to put in place to give effect to those standards. In addition, the Panel recommends that, where appropriate, rural fire authorities have a first right of refusal when accreditation of service providers is being considered in their area.
128. The Panel also proposes changes to the governance arrangements including the establishment of separate statutory sub-committees of the Commission to advise the Commission directly on urban and rural fire matters. The Panel considers that this will provide for closer engagement with both communities and an improved understanding of their needs. 
The Urban - Rural Fire Mandate – A Geographical or Functional Distinction?    
129. The Panel considered the legislation is ambiguous as to whether the distinction between the mandates of the urban and rural fire services is geographical or functional.
130. One view is that some form of territorial jurisdiction and continued separation between urban and rural fire services is important because the two require different skill sets and each has a different operational focus. The current urban fire boundaries do not, however, adequately match the expectations of an urban-style fire service held by some people in settlements established within rural areas. 
131. An alternative view is that the type of fire is paramount and that the legislative intent was that the urban service should be responsible for structure fires everywhere and that the rural service should be responsible for vegetation wildfires everywhere. The long title to the Forest and Rural Fires Act supports this view where it refers to consolidating “the law relating to fire in forest and rural areas and other areas of vegetation”. 
132. To further complicate the issue, both Acts encourage cross-regime collaborative arrangements. In practice most rural fire authorities enter into arrangements with the NZFS to provide an immediate response to structure fires in their district which the NZFS does free of any charge. 
133. Rural fire authorities also enter arrangements for the NZFS to provide the initial response to vegetation wildfires. The NZFS generally provides this service free for the first hour of attendance while the Principal Rural Fire Officer assesses the fire and decides whether to mobilise the authority’s contingent vegetation wildfire fighting capability. If the NZFS is not released from the fire after the first hour the NZFS will charge the fire authority for the time its resources remain deployed to the fire. 
134. This complicated overlay of primary statutory responsibilities varied by arrangement between the parties works reasonably well in practice because the parties make it work. Nevertheless there are gaps including responsibility for pre-incident tactical planning at structure fire risks located in rural fire districts. This gap was highlighted at the April 2008 Icepak Coolstores Fire when firefighters from Hamilton attended a fire at a large coolstore facility just outside the boundary of the urban fire district, which meant that there was no prior knowledge of the site for those attending. 
135. While the system works reasonably well, the Panel considers that the Commission should review the current urban and rural fire arrangements to clarify these matters. Such a review could address the misalignment of funding between the two regimes that is discussed further in Outcome 3.

136. The Panel has concluded that, in addition to a major redraft of the Fire Service Act and the Forest and Rural Fires Act, there is a need to amend the legislated mandate to take into account the current roles and functions of the fire services, as well as a need to put in place a process for making future mandate changes as necessary. The Panel has also concluded that it is vital that those undertaking mandated services are covered by a suitable limitation of liability provision, as well as being properly funded and trained. Putting in place a suitable limitation of liability provision for those undertaking mandated services was also suggested by several submitters.
137. In order to resolve the issues associated with the mandate and limitation of liability of the fire services, the Panel recommends:

	Recommendation 5

That the mandate for the non-fire emergency functions currently delivered by New Zealand’s fire services be assigned to the Commission, with the mandate to include: 

· the authority to set service delivery standards for a function;

· the requirement to establish service delivery capability across New Zealand;

· the legal protection for fire services workers if things go wrong during a rescue or emergency; 

· the authority to accredit another agency to deliver a function; and

· the ability to pass on legal protection to accredited service providers.

	Recommendation 6

That rural fire services maintain their current focus on vegetation fires, but with flexibility to be accredited by the Commission, if considered necessary, to address any gaps in the provision of non-fire services identified by the Commission in consultation with the community, where appropriate, and that rural fire authorities have a right of first refusal when the process to accredit service providers is being undertaken in their area. 

	Recommendation 7

That any accreditation made by the Commission with a rural fire authority should include coverage of the funding, equipment and training needed to undertake the additional accredited service.

	Recommendation 8

That the revised legislation provide firefighters with a suitable limitation of liability provision for undertaking the functions for which they are mandated under the redrafted Acts. 

	Recommendation 9
That a process be established in legislation for adding to, amending and approving the mandate of fire services (as described in Recommendation 5), through a mechanism such as an Order in Council, so that future service needs can be addressed without needing to amend primary legislation. 


Improving coordination and collaboration across the emergency services

Gaps and Overlaps

138. Over the years, fire services have moved from solely firefighting to a multipurpose emergency and rescue service. Fire services have adopted a number of new functions such as attending motor vehicle crashes and Hazardous Substances and New Organisms (HSNO) incidents, medical assists, and carrying out urban search and rescue. With the exception of HSNO, there has not been a conscious decision by the government for these functions to be carried out by fire services. Fire services have undertaken these functions as they had existing capacity to respond and the firefighters saw themselves as having a duty to protect the community.

139. This lack of a formal mandate for existing non-fire functions has led to gaps and overlaps in the provision of these services, both between fire services and between other emergency services providers. This creates uncertainty as to which is the mandated agency at an incident, who is in support, or whether any agency has responsibility for ensuring that there is a response.

140. For the fire services, the provisions of the Fire Service Act do not readily enable new functions to be adopted. Where the Chief Fire Officer “considers the brigade could render assistance” at a non-fire emergency, the Fire Service Act allows the fire brigade to attend that emergency. While this gives the authority to attend a non-fire emergency, there is no authority to spend money on training or resourcing to carry out non-fire emergencies. Legally, the resources and training of fire brigades can only be for their legal purposes, that is, firefighting and HSNO incidents. If the equipment and training for these functions can be used to attend other incidents then it is lawful but the brigades have no legal authority to train or resource themselves for other incidents. The Panel has proposed redrafting the fire legislation to validate the current practices of the fire services.
141. Following the submissions from and discussions with the emergency services agencies, the Panel has identified gaps and overlaps in the provision of emergency services involving the fire services. A good example of both gaps and overlaps is the provision of high angle rescue (for example, rescuing people from cliffs or high buildings using ropework rather than fire appliance ladders). Currently no agency is mandated to carry out this operation. In some areas, three agencies - fire, search and rescue, and ambulance - operate high angle rescue services, which is clearly an overlap. In other parts of the country, high angle rescue teams must come in from outside the area, constituting a gap.

142. Gaps and overlaps can create confusion when a rescue is undertaken if it cannot be established who is responsible for carrying out a function. Gaps and overlaps are also undesirable as overlaps are a duplication of resources, while gaps pose a risk that no one is available to respond. 

143. One of the difficulties is the lack of a mechanism to allocate responsibility for functions and to determine a mandated agency for that function. As proposed below, the Panel is of the view that a mechanism needs to be established to determine the circumstances in which the NZFS is the mandated agency and to consider any proposal for change to the NZFS’s mandate. 
Emergency Services Chief Executives Forum

144. The Terms of Reference required the Panel to “assess the current NZFS and rural fire authority functions and how these intersect with roles of other emergency management agencies and services providers.”

145. The need for better coordination and sharing of resources among the emergency services agencies was a common theme in submissions to the Panel. The Panel has come to the conclusion that emergency and rescue services agencies should consult with each other to determine opportunities for co-delivery, co-location and collaboration, particularly when:

· an agency is seeking to build a new facility for delivering services;
· there are opportunities for a more coordinated approach across services;
· resources could be shared;
· bulk procurement would be practical and cost-effective; and
· communities are stretched to provide the basic level of volunteers required.
146. The Panel considers that a mechanism needs to be established to ensure this consultation can occur, and recommends the establishment of an Emergency Services Chief Executives Forum comprising Chief Executives of fire, rescue, emergency and ambulance services. The establishment of this Forum would be compatible with the Government’s Better Public Services Reforms, which are designed to achieve greater coordination across portfolios and with non-government organisations. The Forum could be asked to address many of the issues relating to the fire services outlined in this report, as well as being broad enough to ensure that inter-agency issues that have arisen as a result of recent emergencies and tragedies can be addressed in a coordinated way. In particular, the Forum could consider current gaps and overlaps in service delivery, and any proposed changes of mandate being considered by the Commission. A possible approach for determining the latter is outlined in Appendix 5. 
147. The Forum would be established by the respective Ministers, acting under Cabinet mandate, which would approve the Terms of Reference, with one Minister as the responsible Minister. The Forum would be an advisory body only to the Minister and agencies, would not have a power of veto, would not have a role in cross-agency expenditure and would have no formal legislative mandate. All decisions by the Forum would need to be approved by the respective agencies and, if required, respective Ministers.

148. The Chief Executives of the Department of Internal Affairs, the NZFS, New Zealand Police, and the ambulance services (St John and Wellington Free Ambulance), and the Director of the Ministry of Civil Defence and Emergency Management, would constitute the Forum, with other agencies being involved from time to time, notably the Department of Conservation, but also the Ministry of Transport and the Ministry of Business, Innovation and Employment.
 The Forum should also work effectively with the New Zealand Search and Rescue (NZSAR) Council, which also deals with emergency services provision, and has overlapping membership with the membership proposed above. The reports of the inquiries into recent emergencies and tragedies may also inform the composition of the Forum and the Panel recommends that the final composition of the Forum be determined by Ministers.
149. The Panel discussed who should chair the Forum and considered that the Chief Executive of the Department of Internal Affairs would be a suitable chair, as this position has the appropriate level of seniority, and is independent of service delivery issues. Also, the Department of Internal Affairs administers the fire service, and civil defence and emergency management legislation, therefore seems the most logical and strategic lead. However, the Panel has no recommendation on the role of Chair, as this would be a decision for appropriate Ministers. 
150. The terms of reference for the Emergency Services Chief Executives Forum could include the provision of advice to Ministers on:

· coordinating emergency services, consolidating 111 emergency call centres, Coordinated Incident Management System (CIMS), and co-locating emergency services where appropriate;

· integrating strategic planning of emergency services, including addressing gaps and overlaps in the delivery of emergency services; 

· identifying mandated agencies and support agencies for specific types of emergency responses, and considering changes or alterations to the existing fire services’ mandate; 

· asset planning and bulk procurement opportunities across the emergency services; and
· resource sharing and cross-agency training opportunities.
151. The Panel received advice from the State Services Commission (SSC) on the Government’s initiatives to ensure greater collaboration across agencies. SSC provided advice on the types of models that the Government has approved to ensure that greater cross-agency collaboration can occur.

152. Some examples of this approach currently in place are:
· The Social Sector Forum, where the Chief Executives of the Ministries of Social Development (the lead), Justice, Health, and Education meet regularly and are supported by a second-tier group. This Forum has a Cabinet mandate to report to the Chair of the Cabinet Social Policy Committee on its work, and is now responsible for delivering the Government’s Results in the health, education and social services areas.
· The Natural Resources Sector, for which the Ministry for the Environment is the lead agency. The Natural Resources Sector network aims to enhance collaboration between government agencies. Its main purpose is to ensure a strategic, integrated and aligned approach is taken to natural resources development and management across government agencies.
· The Justice Sector Leadership Board comprises the Chief Executives of New Zealand Police, Justice and Corrections. The Board, with the Secretary for Justice as its chair, is responsible for driving performance across the justice system, coordinating the major change programmes under way and collectively planning to modernise the sector, reduce costs, improve services and further enhance public safety by delivering on the Better Public Services targets. The Board reports to a group of oversight Ministers.

· The Education Leadership Board, which is chaired by the Secretary of Education, with the Chief Executives of the Education Review Office, Career Services, New Zealand Qualifications Authority and the Tertiary Education Commission as members. This Board is an example of a combination of Crown Entities and departments working together in a forum arrangement.

153. It would be desirable to review the work of the Emergency Services Chief Executives Forum after a 12 month period, to evaluate its performance and to assess whether there is any need for a change to its terms of reference, mandate or composition. 
	Recommendation 10

That an Emergency Services Chief Executives Forum, comprised of the chief executives of the Department of Internal Affairs, the New Zealand Fire Service, New Zealand Police, the ambulance services (St John and Wellington Free Ambulance), and the Director of the Ministry of Civil Defence and Emergency Management, with input from other appropriate agencies as required, be established under Cabinet mandate, to collaborate on the delivery of emergency services, but that the final composition of the Forum be determined by Ministers.

	Recommendation 11

That the Emergency Services Chief Executives Forum be established by the respective Ministers, acting under the mandate of Cabinet, which would approve the terms of reference, with one Minister as the responsible Minister.

	Recommendation 12
That the Chair of the Emergency Services Chief Executives Forum be appointed by agreement of relevant Ministers.

	Recommendation 13
That the Emergency Services Chief Executives Forum be consulted on any new mandate proposals from the fire services.

	Recommendation 14
That the terms of reference for the Emergency Services Chief Executives Forum include the provision of advice to Ministers on:

· coordinating emergency services, consolidating 111 emergency call centres, Coordinated Incident Management System (CIMS), and co-locating emergency services where appropriate;

· integrating strategic planning of emergency services, including addressing gaps and overlaps in the delivery of emergency services; 

· identifying mandated agencies and support agencies for specific types of emergency responses, and considering changes or alterations to the existing fire services’ mandate; 

· asset planning and bulk procurement opportunities across the emergency services; and
· resource sharing and cross-agency training opportunities.

	Recommendation 15
That the work of the Emergency Services Chief Executives Forum is reviewed after a 12-month period, to evaluate its performance and to assess whether there is any need to change its terms of reference, mandate or composition.


3. Achieving effective and efficient fire serviceS operations 

Outcome 2: That the Commission and fire services are organised and operating as effectively and efficiently as possible and will provide value for money in the future.

154. This section considers how the organisation of the Commission and fire services can be improved so they can operate as effectively and efficiently as possible, and provide value for money in the future. The section discusses:

· meeting the changing needs of New Zealand’s fire services and building community resilience; 

· the importance of volunteers; 

· improving the Commission’s business operating model and its alignment with the Crown entity model;
· conducting an independent baseline review of the Commission’s capability and expenditure;
· improving the annual accountability cycle; and
· accelerating the amalgamation of rural fire authorities.
Meeting New Zealand’s changing needs

155. The fire services’ roles have expanded beyond traditional firefighting in response to community needs. The process of change needs to continue in a planned way so that the fire services anticipate the impact of major fire, rescue and emergency trends, with the goal of achieving safer, more resilient communities. 
156. In the coming decades the number of New Zealanders aged over 65 will continue to grow relative to the working age population. This is likely to increase the demands for fire and ambulance responses while reducing the number of volunteers available to provide them in areas where a paid service is not established. More effective emergency services collaboration will be crucial to meet this demand. 
157. The changing ethnic makeup of the population also provides challenges. The fire services will need to ensure that they are able to attract paid and volunteer staff from all sectors of the community. The Panel considers that the Commission should evaluate the effectiveness of and modify, where appropriate, its current efforts to recruit from a diverse population to ensure the fire services reflect the communities they serve and can attract members of the working age population. The working age population is likely to have a different ethnic profile from the general or older population. 
158. The population of larger urban centres appears likely to continue to grow both absolutely and relative to smaller centres and rural areas. This poses the dual challenge of meeting expanding demands for timely responses in congested and sprawling urban areas while seeking to maintain rural and small town services with smaller pools of volunteers. The volunteer pool may increase in some rural areas close to cities that have growing commuter populations, but the intermingling of rural and urban land use and fire risk poses its own challenges. 
159. The nature of fire risk continues to evolve. The broad trends appear to be that better building and safety standards are reducing the incidence of structure fires, but that the fires that do occur develop faster and are more lethal than before. On its own, this trend could drive a need for an ever denser network of fire appliances stationed closer to properties that are likely to need their services infrequently, which the Panel considers would be neither effective nor efficient. Another trend having an influence on the evolution of fire risk is the increasing tendency of city dwellers to move into rural settings for lifestyle reasons. Some of these people have a poor understanding of the risk fire presents in the rural environment and are unfamiliar with the controls on the lighting of fires in the open during periods of elevated fire danger. 

160. Climate change and other environmental factors will also influence the nature of fire risk and the prevalence of other emergencies. A drier environment in some areas could increase the vegetation fire risk. There could also be an increase in emergency responses driven by more frequent extreme weather events, including flooding. 
161. The complex and linked challenges facing the fire services mean that merely expanding the services on the basis of current models is unlikely to meet future needs. The Panel therefore considers that the vision and long-term strategic plan proposed in Recommendation 1 should be based on the concept of building community resilience. If adopted, this concept would drive structural change to the fire services and even more emphasis on education and risk reduction, as outlined below. 
Capability trends, including resources and human capital
162. New Zealand’s fire services comprise: 

· the NZFS, both paid and volunteer;
· 74 rural fire authorities, including the Department of Conservation and the New Zealand Defence Force; and
· industrial fire brigades registered with the Commission, airport crash fire and rescue services, informal fire parties in small rural communities and some small private sector operations.

The New Zealand Fire Service  

Fire Stations
163. The NZFS operates from 437 fire stations across the country. The book value of NZFS owned land, stations and other facilities (such as training venues and fire region offices) was reported in the Commission’s 2011 annual report at $360 million. Station numbers have remained relatively static in recent years. Urban population growth and suburban spread has been addressed predominantly by repositioning fire stations to provide improved coverage. In a small number of instances the NZFS has integrated rural fire stations into its operations including at Mangawhai and Waiau Pa/Clarks beach. The NZFS is negotiating the terms and conditions on which it will take responsibility for several other stations on the northern urban fringe of Auckland. Elsewhere population growth has been addressed by staffing stations that were previously staffed by volunteers with mixed paid/volunteer staffing arrangements.

164. A key issue confronting the Commission in the next decade is the seismic strengthening of its stock of fire stations to meet standards established in the building code for new emergency service buildings. In addition, the Commission faces the cost of replacing almost all of its stations in and around Christchurch. 
Fire Service People  

165. The NZFS engages approximately 8,000 volunteer firefighters through agreements of service with some 400 registered volunteer fire brigades. These volunteer firefighters staff the vast majority of the 437 fire stations operated by the NZFS. Elsewhere in this report the Panel discusses the pressures on the volunteer arm of the NZFS. In summary, the total number of volunteers remains strong although there are particular communities where social stresses render maintenance of volunteer complements difficult. A more widespread problem for volunteer brigades is the provision of daytime response cover due to commuting. 
166. The NZFS has a comprehensive suite of volunteer recruitment and retention strategies which it operates in conjunction with the United Fire Brigades’ Association. The NZFS also employs about 1,750 firefighters who staff metropolitan and provincial city stations. 
167. The NZFS has been able to expand its capability without recourse to increased firefighter numbers by means of a variety of strategies. All staff, career and volunteer, receive training in a broad range of core fire service functions but some selected staff receive training in additional specialist functions. This approach has enabled the additional capability represented in the urban search and rescue function to be embedded in the organisation without the need for additional staff numbers. A similar approach applies to the provision of other specialist services, including high-angle rescue, swift water rescue, explosive atmosphere work, and hazardous substance decontamination. 
168. The NZFS also employs specialist fire safety and communications centre staff. Both are important to the organisation’s mission. Numbers employed in these functions remained relatively static throughout the first decade of this century. Additional capability in the fire safety/public education sector has been acquired through the recruitment of graduate fire engineering staff or through longer-term relationship-based contracts with professional media and advertising agencies. Capability in the 111 communications centres has been reliant on GIS developments and enhancements to other features of the computer-aided despatch system.
 These 111 communications centres also serve the rural fire sector. 
Fire services fleet 
169. The NZFS operates over 1,200 vehicles of which close to 850 are “red fleet” appliances of one form or another (pumps, rescue tenders, aerials, hazardous materials and command appliances). The NZFS owns its red fleet appliances and these had a book value of $138 million as of 30 June 2011. Almost all of the “white fleet” (Fire Service vehicles operated by management, administration and fire safety staff) are leased rather than owned.
170. The use profile of fire appliances is very different from typical commercial truck fleets that run long hours and distances in a few years. By contrast fire appliances tend to run low distances over a very long period. This presents some challenges for efficient utilisation of capability, particularly given the need for very high reliability and availability. Appliance numbers have remained relatively static in recent years and the NZFS essentially operates a one-in, one-out policy. In some recent cases combination aerial pumping appliances replaced two separate vehicles but in the case of the new hazardous material command vehicles that played a prominent role in the Christchurch earthquake responses, new capability has been added. 
171. Given the changing mix of fire services business, and the proposals in this report to drive greater collaboration across agencies, the Panel was pleased to learn of a joint initiative to construct and trial an appliance capable of delivering both fire and ambulance services in smaller communities. Apart from this initiative the Panel was not persuaded that overall fleet capability and composition was responding sufficiently rapidly to the changing mix of business and the significant changes in firefighting technology that have enabled other services to dramatically reduce the size of their first responding appliances. 
Rural Fire Authorities  

172. Rural fire authority capability is represented more in terms of contingent capability
 than in terms of directly owned stations and appliances or directly employed or engaged staff. Rural fire authorities operate from approximately 300 rural fire stations, depots, workshops and other joint-use facilities. Rural fire authorities maintain close to 200 voluntary rural fire forces registered with the NRFA. These registered fire forces are staffed by 3,000 volunteers who hold NZQA qualifications that enable them to work at rural fires.
 Rural fire authorities operate 223 pumping appliances, 170 water tankers and 70 other smoke chaser, command and light access vehicles. These yellow fleet appliances are all in addition to the red fleet appliances operated by the NZFS. The average age of the rural fleet is close to 20 years and the average distance recorded approaches 60,000 kilometres. 
173. The vast majority of rural fire authority capability lies in contingent arrangements fire authorities enter into with the NZFS and with helicopter and fixed wing operators, bulldozer and grader operators, forestry silviculture and harvesting crews, and local authority road and utility maintenance contractors. 
174. The NRFA is required to audit the compliance of fire authorities with minimum national standards, to review the control measures set out in their fire plans and to evaluate their performance. This oversight framework is still to be fully implemented but it will in time provide a good indication of rural fire capability. At this stage, outcome measures monitored by the Commission such as hectares lost to wildfires annually, suggest capability is well matched to risk. 
175. One aspect of people capability in the rural fire sector is of particular concern. A large cohort of senior rural fire personnel who received their training under the former New Zealand Forest Service is about to retire. They have extensive experience of large fires and the command and control procedures that go with those fires. In recent years, New Zealand has experienced relatively few large campaign fires lasting over several days or weeks and there is a fear that capability in this area is declining. To address this concern, senior staff are regularly sent from New Zealand rural fire authorities overseas to assist United States, Canadian and Australian wildfire agencies at peak fire periods to gain experience in fighting large vegetation wildfires. In addition the NRFA operates three national fire management teams drawn from fire authorities around the country to provide back-up capability in the event a wildfire event overwhelms the capability of the local fire authority.  

Submitters’ views on achieving effective and efficient fire services operations

176. The ambulance sector’s submissions noted the reliance of both the fire and ambulance services on a volunteer workforce in rural communities. Many individual volunteers are associated with both services. This “dual-hat” model could be adopted broadly in rural communities, which would streamline management and training and reduce duplication of the administrative overhead. This sector noted that there is considerable scope to build on existing strong relationships, particularly in important areas such as provision of specialist rescue services and the joint planning for disaster management.

177. The rural fire sector’s submissions included the need for a review of the training requirements and funding support mechanisms for volunteer firefighters and part-time staff to enable volunteer rural fire forces to retain adequate levels of response. The sector noted that the move to Enlarged Rural Fire Districts (ERFDs) would increase professionalism in the management of fire. There would be a resulting reduction in the need for regional coordination to be provided by the NRFA and in the need for audit and compliance activity. The sector identified an increasing need for high-level functional expertise from NRFA staff to assist the ERFDs because of the increasing expectations from ERFDs and significant funding and resource constraints on ERFDs. 

178. There was support in this sector for ERFDs, but opposition to compulsion. Voluntary formation of ERFDs provides the unified vision and purpose essential to a successful ERFD. The sector supported a continued distinction between urban and rural fire services. 
179. Central government agencies’ submissions included a broad range of suggestions. One option for investigation was the greater use of the volunteer model in more urban areas. These agencies identified the need to ensure an appropriate spread of fire services resourcing, for, example ensuring the right balance between readiness and response and planning for growth in large urban centres. Efficiency and effectiveness gains were also seen as achievable through practices such as rostering staff to better match predictable risk periods, tasking uncommitted NZFS crews to support other emergency services, more flexibility in vehicle fleet type and crewing; and co-location of certain emergency services.

180. Union and membership organisation submissions noted that providing a full range of fire services while also responding to growing urbanisation will be a challenge, as will continuing to provide a high quality service for all of the communities. There was support in these submissions for compulsion in ERFDs. There was also support for the fire service command hierarchy, delegations, the powers of Chief Fire Officers, and the option of a joint chief executive and National Commander to be set in statute. The effect of changing populations was noted. Population growth means that some centres, particularly provincial towns, have resource requirements and response demands that need addressing. For example, centres the size of Blenheim and Queenstown have no career firefighting response. This sector also argued that there should be an overhaul of the relationship between NZFS and its volunteers. 

181. The Commission submitted that the current mix of career and volunteer staff was effective in delivering a reliable, professional and affordable emergency service. It considered that there should be no compromise on the core fire safety public education and risk reduction functions. 
182. Local Government New Zealand submitted that the independent statutory role of the Commission as the NRFA should be strengthened. The Commission’s responsibility for urban and rural services needed to be strengthened, and statutory separation of the Chief Executive and National Commander roles would provide better advocacy for rural fire services. To that end, the National Rural Fire Advisory Committee should be included in the legislation as a sub-committee of the Commission and chaired by a Commission member with experience and knowledge in forest and land management. 

The culture of the NZFS

183. During the course of the review the Panel was made aware of issues relating to the current culture of the NZFS. This was raised as an issue in consultation meetings and discussions with NZFS personnel, by individuals involved with the NZFS and by people who have had a variety of interactions with the NZFS. 
184. The Panel has not been specifically asked to look at the culture of the NZFS as part of its Terms of Reference. In addition, time did not allow the Panel to investigate the issues further. However, comments were made to the Panel that the NZFS culture has the potential to undermine some of the Panel’s recommendations, particularly those relating to the need for greater coordination, collaboration, co-location and, in some instances, integration with other rescue and emergency services, and the need to promote a strong volunteer base. In light of this, the Panel is of the view that the issues with the culture of the NZFS must be acknowledged in this report. 
185. The Panel is of the view that the Commission should take proactive steps to investigate culture issues within the fire service, with a view to developing a culture that will help equip it to meet long-term challenges facing both the fire service and rescue and emergency services as a whole.
The importance of volunteers

The economic value of volunteers

186. In New Zealand, over one million volunteers across all fields provide 67% of the not-for-profit workforce and contribute 2.3% to Gross Domestic Product.
 The Panel received extensive feedback on how the volunteer wing of New Zealand’s fire services are vital to service delivery in the vast majority of communities across the country. 
187. Assessing the economic value of volunteer fire brigades presents some difficult problems. In addition, many volunteers do not want to see their contribution reduced to a monetary value. Nevertheless, the Panel has sighted studies that estimate the value of the lives saved, property losses avoided, and the cost of labour avoided, which have been conservatively estimated at around $80 million per annum.
 In addition, the value of the labour provided for free is estimated at $12 million per annum. This is estimated as being more than six times the volunteer contribution of the average New Zealander.

188. The Panel has established that it is harder to measure the less tangible benefits that volunteer firefighters provide, which go well beyond economic factors. Volunteer brigades are seen as a critical resource that help give communities a sense of independence, security and autonomy. 
189. Outstanding examples of the value of volunteering were seen in the community response to the earthquake events in Christchurch, where alongside paid firefighters, volunteer firefighters, the Farmy Army, Student Army and neighbourhood support groups, helped communities return to their normal pattern of life sooner than would otherwise have been the case. In this sense volunteer firefighters embedded in the community maximise community resilience. 

190. It is clear to the Panel that New Zealand would not enjoy the standard of emergency cover it presently enjoys without the ongoing contribution of fire services volunteers. There is no other feasible model that provides for such comprehensive cover at a price communities can afford. In that light, sustaining and fostering volunteerism in New Zealand’s fire services is a critical issue for the Commission.

191. The Commission maintains formal agreements of service with about 400 volunteer fire brigades, and through those brigades engages approximately 8,000 volunteers in the work of the NZFS. The 74 rural fire authorities maintain 200 voluntary rural fire forces registered with the NRFA and through them engage some 3,000 volunteers in the work of rural fire services. Thus New Zealand’s fire and rescue services are founded on a dispersed network of close to 12,000 volunteers supported by about 1,750 career firefighters.

192. Volunteers provide critical fire and rescue cover in provincial cities and smaller more remote communities. Volunteers also provide contingent capability in main centres in support of career brigades. For some classes of emergency such as motor vehicle extrications, volunteers attend the majority of call outs. In smaller communities they are frequently expected to provide support to other services, such as ambulance. Volunteer brigades comprise 80% of the total NZFS brigades and personnel. 
193. The Panel was advised through the submissions process that the nature of volunteering for the fire services is evolving. Training, coordination and recognition of volunteers will also be required to evolve over the coming years to meet the changing needs of volunteers. In some communities, the NZFS is experiencing difficulties in recruiting and retaining volunteers and in other communities is experiencing difficulties in maintaining daytime emergency response cover. 
194. The Commission advised the Panel that it monitors volunteer brigade capability closely and in response to concerns emerging from a major survey of volunteer needs initiated a significant project to sustain and foster fire services volunteerism in early 2010, known as the Sustainability Project. In 2011/2012, the Sustainability Project was scheduled to focus on five initiatives, which were the:

· development of a volunteer value proposition;
· development of a volunteer communications strategy;
· development of recommendations for a national approach volunteer rewards and recognition for volunteers;
· analysis of leadership development needs; and
· delivery of reporting and analysis for volunteer sustainability.

195. The Panel was concerned to learn from some submitters that the Sustainability Project stalled in 2011 and that it was only recently reinvigorated. It is vital that the Sustainability Project is properly supported and monitored by the Commission and delivers tangible benefits. To that end the Panel considers that the Commission must continue to liaise closely with its key partners in the volunteer community to ensure the appropriate levels of management time and energy are being applied to volunteer sustainability. 

196. The Panel considers that more can be done to support volunteering for the fire services. One key area to consider is the relationship between volunteers and their employers. The Commission operates a well established employer recognition programme, but it may be possible to further encourage employers to release their employees to respond to an emergency. The Panel proposes that NZFS management, the United Fire Brigades’ Association (UFBA) and representatives of rural fire volunteers jointly develop formal recommendations for Commission consideration along these lines. 
197. The Panel noted that the experience of most fire service managers is grounded in long service in paid fire stations. In this capacity they have little experience working with volunteers and little appreciation of the volunteer culture. The Panel considers that the Commission should develop special courses for first time managers of volunteers and that one element of their remuneration package should be based on maintaining positive relationships with volunteers. 
198. On a similar note, the Panel observes that there is no position in senior management ranks with an explicit responsibility to champion the cause of volunteers. The Panel also notes that direct support to volunteer brigades has been strengthened in recent years and welcomes this, but recommends that the Commission consider the establishment of a position on the senior management team responsible for building and sustaining the quality of the relationship between the NZFS leadership and the volunteer arm of the service. 
199. Fire services volunteers need to be protected from liability if something goes wrong when they are performing the range of functions the community expects of them. The Panel considers that the wording of the limitation of liability should require services to be delivered to a reasonable standard. 
200. The Panel noted that the value of certain benefits available to volunteers upon their retirement from service have not been adjusted for many years. The Panel considers this is symptomatic of an organisation that fails to fully appreciate and recognise the value of its volunteers. It recommends that NZFS management, the UFBA and representatives of rural fire volunteers review all of the terms and conditions of volunteer engagement, and present a recommendation to the Commission for consideration. 
201. The Fire Service Act provides a formal process for the resolution of disputes between volunteers and NZFS management. The process includes appeal to the Commission, consultation with the UFBA and the right of final appeal to the Minister. This process offers volunteers considerable assurance that their concerns will be dealt with in a considered way but is rather clumsy and time-consuming. The Panel considers it may be appropriate to consider the appointment of an arbitrator whose decision would be final. The Panel recommends the Commission and the UFBA be invited to explore this possibility and to bring forward a recommendation for Ministerial consideration. 
202. Volunteer members of fire brigades have very different lives from the paid firefighters. In almost all cases, volunteers are employed or involved in jobs or careers outside the NZFS and earn their income from these sources. They spend countless hours of their own time improving their skills in training and practising so that they can discharge their responsibilities to the NZFS to the highest possible standard. In serious emergencies, volunteers stand side by side with, and take on the same arduous tasks and risks as the paid NZFS career staff.
203. Accordingly there should be no difference in treatment between volunteer and paid staff. Members of volunteer brigades must enjoy terms and conditions in the discharge of their responsibilities to NZFS which are in all ways equal to those applying to employees of NZFS involved in similar work and roles. Fairness and natural justice must apply to all appointment, performance assessment and disciplinary processes for NZFS personnel engaged in fire rescue and emergency work, whether volunteer or paid personnel.
	Recommendation 16

That NZFS management, the United Fire Brigades’ Association (UFBA) and representatives of rural fire volunteers jointly develop recommendations, in consultation with employers’ groups, on the relationship between volunteers and their employers for the Commission’s consideration, including possible measures to protect employers from financial disadvantage when volunteers in their employ are required to respond to calls of long duration. 

	Recommendation 17

That the Commission ensures that volunteer sustainability programmes are appropriately resourced, closely monitors the levels of management time and energy applied to sustaining and fostering volunteering, and maintains oversight of progress against critical milestones. 

	Recommendation 18

That the Commission develops special courses for first time managers of fire service volunteers and that the remuneration packages of all fire service managers take into account the maintenance of positive relationships with volunteers. 

	Recommendation 19

That NZFS management, the UFBA and representatives of rural fire volunteers jointly review all of the terms and conditions of volunteer engagement and bring forward a proposal for changes to the terms of engagement where appropriate for the Commission’s consideration.

	Recommendation 20

That the Commission considers the establishment of a senior management position responsible for building and sustaining the quality of the relationship between the NZFS and the volunteer arm of the service. 

	Recommendation 21

That the Commission ensures that members of volunteer brigades enjoy terms and conditions of engagement with the NZFS that are in all ways equal to those that apply to employees of the NZFS and all appointment, performance assessment and disciplinary processes for volunteers be founded on principles of fairness and natural justice. 

	Recommendation 22

That the liability of fire services volunteers mandated to respond to non-fire emergency incidents be limited in the event of a misadventure at an incident they attended in good faith. 

	Recommendation 23

That the Commission and the UFBA be invited to explore options for amending the existing dispute resolution provisions, including establishing a mediator position whose decisions in disputes between volunteers and NZFS management would be final. 


Building community resilience through fire education and research 

The Fire Service Act – leading the world in the promotion of fire safety
204. Unlike fire services legislation in many overseas jurisdictions, New Zealand’s fire legislation from the mid 1970s took a comprehensive approach to managing the risk of fire. For example, the Fire Service Act requires the Commission to take an active and coordinating role in the promotion of fire safety in New Zealand. 
205. The Act also sets out the activities that the Commission must undertake in order to reduce fire risk in the community, primarily through education, but also by means of research and dissemination of information. These parts of the legislation were well ahead of their time. Many overseas fire agencies have only recently strengthened the fire prevention provisions of their legislation. 

206. However, significant investment in community education has only been undertaken by the NZFS in the last 15 years, even though the Act has been in place for 37 years. This investment has shown measurable improvements in the public's knowledge of fire safety. The improvement in knowledge has led in turn to measurable improvements in fire safety behaviour. These improvements are presumed to be a key factor contributing to the steady reduction in lives and property lost to fire in recent years.
207. Given the clear benefits of this proactive investment in fire safety public education and risk reduction, the Panel is of the view that the promotion of fire safety must remain a primary function of the Commission irrespective of any other outcomes of this Review of fire services functions and funding. 
The Commission’s Fire Safety Promotion Programme
208. The promotion of fire safety involves many disciplines, including the physics and chemistry of fire ignition, building design and engineering, building materials science and human behaviour. The Commission recognises the complex interaction of these disciplines in achieving fire safety outcomes and bases its promotion programmes on evidence-based fire research. 
Sponsored Lectureship, Postgraduate Scholarships and Contestable Research

209. The Fire Service Act sets out specific functions of the Commission in relation to the promotion of fire safety and these include undertaking research into methods and practices of fire safety. The Commission has discharged this function by sponsoring a lectureship and postgraduate scholarships in Fire Engineering at the University of Canterbury since 1994. 
210. From 1999 up until the end of 2011, 144 students had graduated from the University of Canterbury with Masters in Fire Engineering and nine had graduated with a PhD. In 2011, 19 students were enrolled in Masters and seven in a PhD. About 140 research reports have been produced. The University of Canterbury closely tracks the careers of its Fire Engineering graduates and many are now employed in key roles in central government policy agencies, local government, building consent authorities, professional design and engineering consultancies and the NZFS. 
211. The Commission has also run its own Contestable Research Fund for the last 15 years. Approximately an additional 120 reports from the Contestable Research Fund have been published. 

212. The stated purpose of the Fund when it was established was to advance knowledge in fire prevention and fire management in New Zealand in order to meet the Commission’s statutory interest. In 1998 a formally constituted Research Advisory Group was formed to administer the Fund. The Group includes external members from the academic sector. A similar body has also been established for rural fire research which is collectively funded from rural fire authorities and the NRFA.
213. Each year, the Commission determines a set of research priorities aimed at reducing the incidence and consequence of fire. Applicants are invited to submit research proposals against those priorities, although well constructed proposals for research in non-priority areas are also considered. The research must be novel, must address issues in the context of New Zealand legislation, culture, climate, environment, construction practice or lifestyle, or show how overseas research may be applied in New Zealand.
  In 2012-13 the Commission has made $550,000 available for research into priority areas. 
214. The Commission considers that its ongoing investment in fire safety research ensures that: 

· professional advice provided to third parties by fire services is soundly based;
· fire services operational practices are informed by quality research; 

· public education programmes are run in a manner that produces quantifiable results; and 

· there is a body of independent expertise outside of New Zealand’s fire services that can be brought to bear on the specific challenges faced in reducing fire risk in New Zealand. 
215. The Panel broadly supports the Commission’s approach to building intellectual capital in fire science and fire safety knowledge through investment in postgraduate scholarships and contestable research. However, the Panel did not sight any evidence that the research outcomes were influencing resourcing decisions or organisational efficiency and effectiveness goals. Accordingly, the Panel considers that the Commission’s annual research priorities should be tested more rigorously to ensure they closely align with the Commission’s published statement of intent and, in future, with the long-term strategic plan recommended elsewhere in this report. 
	Recommendation 24

That the comprehensive approach to fire management expressed in the current Fire Service Act be retained in any new legislation and that the Commission continues to be charged with taking an active role in promoting and coordinating fire safety in New Zealand, including fire safety research, as a matter of importance. 


Risk reduction and prevention investment

216. The Commission advised the Panel that it runs a comprehensive public education programme informed by the outcomes of its investment in research described above. This programme includes fire safety campaigns in the national electronic and print media aimed at the general public, targeted campaigns aimed at high-risk groups such as the elderly and the very young, or in high-risk situations such as cooking after drinking. Other elements of the programme are addressed at protecting historic marae and wharenui, heritage buildings and residential households, through increasing the penetration of smoke alarms and sprinkler systems. 
217. The Commission’s risk reduction and prevention roles extend to approving evacuation schemes for certain classes of building or occupancy, to advising building consent authorities on the fire safety aspects of limited classes of building and advising on the fire safety provisions of the building code. These functions are best understood in the context of the four “R’s” of risk management, which are reduction, readiness, response and recovery. 
218. The Commission considered its investment in proactive risk reduction activities was having a positive overall effect on fire outcomes. While it was reluctant to draw a direct causal connection between any particular programme and the steady reduction in fire fatalities and property losses over the last two decades it was generally clear there was a connection. 
219. Several submitters advised the Panel that the Commission should commit a greater percentage of its resources to proactive risk reduction and this should be counterbalanced with a reduction in the level of resources applied to response. The Panel is broadly supportive of this approach and considers there are good grounds for dedicating more resources to the Commission’s fire safety promotion programme by reallocating resources internally. However, the Panel acknowledges the need for the Commission to proceed carefully and cautiously when considering any changes to current levels of response resources. 
	Recommendation 25

That the Commission commits a greater percentage of its resources to proactive risk reduction through fire safety promotion programmes. 


220. The Commission explained to the Panel that it operated a resource allocation model that was based on detailed objective measures of risk in the community. It was not apparent to the Panel, however, that the outputs of the model were given full weight when allocating resources between risk reduction and response. Resources for these two outputs should, in the view of the Panel, be allocated on a risk-based approach that gives greater weight to the outputs of the National Resource Allocation Model in strategic decisions. 
	Recommendation 26 

That the Commission takes a more rigorous risk-based approach to allocating resources between reduction and response activities and that in this respect the outputs of the National Resource Allocation Model be given greater weight in strategic decisions. 


221. There is one other aspect of the Commission’s risk reduction programmes that warrants special comment. In the Panel’s view these programmes should be seen as an important element of a wider approach to improving community resilience. Building community resilience is about providing local communities with the knowledge and tools to reduce the risk of emergencies in the first place and to manage their own response to emergencies when they occur. 
222. The Panel considers the community education programmes currently run by the Commission as integrating well with other proactive measures undertaken by government to ensure that communities are well protected from a range of threats. Where those programmes are delivered by volunteers from the local brigade the capability to reduce risk and the contingent capability to manage emergencies is well embedded in the community. 
223. The Panel has recommended elsewhere that the mandate of fire services be expanded to include a wide range of non-fire emergencies. The effect of this recommendation will be to further entrench fire services as broad-based community resilience agencies. The Panel would expect this realisation to be reflected in the vision and long-term strategic plan described in Recommendation 1. 
Improvements to the Commission’s Business Operating Model 

The Commission as a Crown Entity

224. The Panel has been asked to consider whether the Commission’s business operating model could be improved, including whether it should take a modern Crown agent organisational form consistent with the Crown Entities Act or whether more far reaching changes to organisational form are warranted.

225. The Fire Service Act was amended in 2004 to constitute the Commission as a Crown Entity. The Crown Entities Act prescribes the accountability framework for the Commission and sets out the relationship between board members, the chairperson, the Minister and Parliament. Members of the board of the Commission are appointed by the Minister of Internal Affairs.

226. Five categories of Crown entity are provided for under section 7 of the Crown Entities Act:

· Statutory entities, which are divided into three types:

· Crown agents – which must give effect to government policy when directed by the responsible Minister;

· autonomous Crown entities – which must have regard to government policy when directed by the responsible Minister; and
· independent Crown entities – which are generally independent of government policy.

· Crown entity companies;
· Crown entity subsidiaries;
· School boards of trustees; and
· Tertiary education institutions.

227. The Commission is a Crown entity of the Crown agent type. This means that it must give effect to government policy when directed by the responsible Minister. The Department of Internal Affairs has responsibility for monitoring the performance of the Commission.

228. The Panel considers that the current Crown agent category is appropriate for the Commission. The Panel has come to this view because it considers the responsibility for determining how communities should be resourced to manage the risk of fire should be at “half an arms” length removed from Government. That is to say Ministers should not be accountable for where the next fire station is built. The Minister responsible for a Crown entity of the Crown agent type may direct the entity to give effect to a government policy that relates to the entity’s functions, which, in the Panel’s view, is appropriate. 
	Recommendation 27 

That the Commission remains classified as a Crown agent under the Crown Entities Act. 


The Principles of the Crown Entities Act 

229. The Crown Entities Act generally establishes the lines of accountability that order and define the relationships between Parliament, the Minister, the board and chief executives of all Crown entities. The Act sets out two key principles for the governance and operation of Crown entities:  

· The board, or in this case the Commission, is the governing body and has the authority to exercise all the powers and perform all the functions of the entity.
· All decisions of the entity must be made by the board or under the authority of the board.

230. Under this approach, both governance and executive powers and functions are vested in the board in the first instance. It is through the instrument of delegation that chief executives are authorised to exercise executive functions in the name of the entity and it is through the performance agreement with their chief executive that boards hold the chief executive to account for the exercise of those functions. 

The Fire Service Act Approach    

231. The original 1975 Fire Service Act established a national urban fire service under the control of an executive Commission comprised of two senior uniformed officers and a full-time chair appointed for their "special knowledge of administration" by the Minister. The senior uniformed officers, known as Fire Commissioners, were appointed on the basis of their seniority as Fire Region Commanders. The Act invested limited governance powers in the board, prohibited it from exercising other powers (such as disposing of property without the approval of the Minister), provided rights of appeal against certain board and executive decisions to the Secretary for Internal Affairs and the Minister, and generally prescribed the nature of the relationship between the officers and staff of the Commission. 

232. In 1990, the Fire Service Act was amended to provide for a non-executive Commission of three members appointed from outside the Fire Service plus the Secretary for Internal Affairs. Responsibility for day-to-day management of the Service passed to a Chief Executive and responsibility for operational matters passed to a National Commander. Certain executive powers and functions were vested directly in the Chief Executive and National Commander. This approach presumably reflected the need for expertise in matters fire previously represented in the Fire Commissioners. 
233. Despite subsequent amendments that served to strengthen the powers and functions of the board and the passage of the Crown Entities Act in 2004, the provisions that directly vest certain powers in the Chief Executive, the National Commander and the National Rural Fire Officer remain in force. The relationships between the Board, the Chief Executive, the National Commander and the National Rural Fire Officer are determined, therefore, in part by statute and in part by the instrument of delegation and the performance agreement. 
234. The Panel considers these directly vested powers muddy the governance waters and compromise the ability of the Board to hold the Chief Executive to account for the performance of the variously delegated and directly-vested functions. The Panel considered that the approach of the Crown Entities Act was preferable and proposes that fire services legislation be amended to reflect the clear accountability principles of the Crown Entities Act.
Aligning new fire services legislation with the Crown Entities Act

235. The organisational form and governance arrangements of the Commission, NRFA and NZFS reflect the era of their establishment in the mid 1970s. They long predate the approach of the Crown Entities Act and, in the case of the Fire Service Act, entire sections can be traced back to 1906. 

236. The Fire Service Act and Forest and Rural Fires Act are highly prescriptive with respect to organisational form, accountability relationships and command and management structures. The result is that the Commission is bound to a complex structural model that may impose unnecessary organisational costs, and stifle its capacity to respond to changing conditions and to innovate. The Panel is of the view that aligning new fire services legislation with the principles of the Crown Entities Act is a necessary step to address these issues and create a modern, effective and efficient organisational structure for the fire services operations. 
237. Therefore, the Panel recommends:
	Recommendation 28

That any sections of the new fire services legislation dealing with the structure and organisational form of the Commission as a Crown Agent be aligned with the principles of the Crown Entities Act. 

	Recommendation 29
That, consistent with the principles of the Crown Entities Act, the Commission be vested with all the functions and powers necessary to carry out the mandated services, rather than some of these being vested in named executive officers of the fire services. 


Roles and Responsibilities
238. In addition to the requirement on the Commission to appoint a Chief Executive, the Fire Service Act requires the appointment of a National Commander and National Rural Fire Officer. In the normal course of events the Chief Executive appoints both the National Commander and the National Rural Fire Officer. However, where the person appointed by the Commission to be the Chief Executive is also qualified by senior operational experience in an urban fire service to be the National Commander, then the Commission may appoint that person to exercise both roles. 
239. The Panel has some reservations about this statutory discretion. Some submitters noted that it has the potential to create an unfortunate and undesirable impression that New Zealand’s rural fire services are subordinate to, or of less importance than, urban fire services. It is clear to the Panel that rural fires present as great a risk to the New Zealand economy as urban fires, if not greater. Accordingly, the Commission’s role as the NRFA needs to be seen as equally important as its role as the board of the NZFS, and that the senior management positions responsible for urban fire and rural fire under the Fire Service Act  should be at the same level in the organisation. 
240. The Panel suggests that, consistent with the principles of the Crown Entities Act, the fire legislation should state it is the responsibility of the Commission to establish the management structure for the entity. The senior management positions responsible for urban and rural fire should be at an equivalent level and should both report to the Chief Executive.  The legislation should leave the description of, and titles for, these roles to the Commission.  The Panel envisages that all the powers necessary for local commanders would be delegated by the Commission. 

241. The Panel recommends the following: 
	 Recommendation 30

That the position of Chief Executive be separate to, and distinct from, any other leadership roles in the fire service. 

	 Recommendation 31
That the new fire services legislation:  

· assign to the Commission the responsibility to establish the management structure for the entity;     

· establish that the senior management positions responsible for each of the urban and rural fire functions be at an equivalent level and that both report to the Chief Executive; and    
· leave the description of, and titles for, the senior management roles responsible for urban and rural fire to the Commission. 


Other Improvements to the Commission’s Business Operating Model

242. The Panel heard from several submitters that the National Rural Fire Advisory Committee provides a valuable stream of advice to the Commission in its capacity as the NRFA. The Committee was established by ministerial instruction in 1990 and comprises representatives from key stakeholders across the rural fire sector. It reports to the Commission through the National Rural Fire Officer who chairs the Committee.

243. In recognition of the importance of the rural fire sector to the economy the Panel considers this model should be strengthened and that the Committee should be constituted as a committee of the Commission and chaired by a Commission member. 
244. The Panel is also persuaded that this model should be extended to urban fire and that an Urban Fire Advisory Committee should be established as a committee of the Commission and chaired by a member of the Committee. 
	Recommendation 32

That the new fire services legislation enable the appointment of up to seven members, at least one of whom be knowledgeable of the rural sector.

	Recommendation 33
That the National Rural Fire Advisory Committee be a sub-committee of the Commission, chaired by a Commission member. 

	Recommendation 34
That a National Urban Fire Advisory Committee be established and be a sub-committee of the Commission, chaired by a Commission member.


Strategic Expenditure Needs of the NZFS

245. Given the time available for this Review, the Panel was not able to fully investigate strategic expenditure needs, planning and asset management of the Commission. The Panel’s focus has been on gaining sufficient knowledge of the issues to provide recommendations for future work that are consistent with the broad themes of this report.

246. To this end, the Panel met with the Chairman of the Commission, the Chief Executive/National Commander, and the Chief Financial Officer on a number of occasions, as well as the National Rural Fire Officer and the National Rural Fire Advisory Committee, submitters and officials.

247. The Panel was provided with a briefing on the Commission’s balance sheet, with a particular focus on its structure and challenges, major influences over the next six years, and forecasts through to 2017/2018.

248. The Panel also reviewed the high level outputs and clarification of accounting practices as detailed in the Commission’s latest annual report and its current statement of intent. 

249. The information points to a strong balance sheet, with challenges around funding the gap between the current depreciation shield and the deemed demand for capital. The Panel was informed this shortfall is around $170 million over the next six years, driven by three primary areas of expenditure: asset replacement to current policy, upgrades to new standards (including seismic strengthening) and major one-off rebuilds in Christchurch.

250. The primary drivers of the balance sheet are described as operating performance; capital investment; employee liabilities and management of reserves.

251. Operating performance is forecast to be challenged by growth in expenses exceeding growth in income. This problem is seen to be compounded to a degree by the variability of cash flows as a consequence of the irregular levy receipts.

252. The Panel was informed that all capital and operating expenditure has a direct link to the strategic plan, with assets positioned according to risk using the NZFS’s National Resource Allocation Model. This modelling tool enables assets such as fire stations to be optimally located according to historic patterns of fire and other emergency calls, the roading network and other social factors and service delivery standards. The Panel was also advised of the Commission’s need to provide for a category of unplanned expenditure for the Whole of Government Radio Network.

253. The Panel was also briefed on a new initiative in the management of reserves, which primarily focused on ensuring the Commission holds sufficient reserves for use in the event of major disasters and to provide a buffer in the event insurance levy income falls below planned levels. The Commission has set aside $25 million for this purpose.

Conclusions

254. The Panel is of the view that the Commission should ensure that its strategic expenditure plans better reflect the needs of a future-focused fire service, in keeping with the recommendation on the need for a vision and long-term strategic plan outlined elsewhere in this report.

255. The Panel considers that in the short-term the Commission faces few financial challenges apart from managing increased levy volatility as a result of the uncertainty in the insurance market. In the medium to longer term the Commission’s strategic investment plans put the Commission’s finances under considerable pressure. The Panel is concerned that these medium to longer term investment plans appear to be based on doing the same as in the past. The Panel considers it would be prudent to test the fundamental assumptions of the current business model which appear to be based on a continuation of the status quo. 
256. In other words, the Panel believes that the forecast pressures on the Commission’s Balance Sheet are all consequences of the current service delivery strategy and business operating model. An altered strategy could, for example, see the types and numbers of fire appliances change due to a different focus on response and fire stations built at lower cost through co-location with other emergency services. The deployment of assets generally should be reviewed, as a consequence of a longer term strategic planning exercise to ensure that a future fire service is able to meet the needs of New Zealand while remaining affordable for all levy payers. 

257. Fire service expenditure would also be influenced by the work of the Emergency Services Chief Executives Forum, recommended elsewhere in this report, which will act as a consultative body to New Zealand’s fire, rescue and emergency services on issues such as resource allocation across the sector. 

258. While the Panel is mindful of the need for a reserves policy, it should be reviewed in conjunction with the Government and other Crown Entities, to ensure that there is a consistent approach to the funding of service delivery during a major emergency. 

259. Finally, a baseline review as recommended below would provide both measures of, and guidance on, the integration of strategic planning and capital and operating expenditure to meet the needs of fire services in the future.
Conducting an independent baseline review of the Commission’s capability and expenditure

Efficiency and Effectiveness

260. The Panel was advised by the Commission that it has a number of measures in place to assess and monitor the effectiveness and efficiency of its business model. These include long running participation in the New Zealand Business Excellence programme and the central government agencies’ Benchmarking Administrative and Support Services initiative (BASS).
261. The funding recommendations in this report will lead to a redistribution of the burden of funding New Zealand’s fire services, given the Panel is not recommending an increase in funding for the Commission’s operations. The Panel considers that all levy payers are entitled to an assurance that the Commission is operating as efficiently and effectively as possible and that the Commission’s expenditure provides good value for money. The Panel is of the view that a suitably qualified independent third party should be engaged to undertake a baseline review of all Commission operations and expenditure as a matter of priority and that the exercise should be repeated every 3-5 years to provide ongoing assurance on efficiency and effectiveness. The Commission should commence the baseline review quickly. It need not wait for legislative change. 
262. A baseline review describes the measurement of every facet of an organisation. These assessments are then translated into a “baseline” against which the organisation may be measured relative to other comparable organisations as well as to track progress in improving performance over time. The Panel considers this is the appropriate way in which to track performance improvements resulting from the implementation of recommendations contained in this Report and to provide the Commission with directions for future efficiency gains. 

	Recommendation 35

That a suitably qualified third party be engaged to undertake an independent baseline review of the Commission’s capability and expenditure and that the exercise be repeated every 3-5 years.


Improving the accountability cycle of the Commission

263. The Panel received information from the Department of Internal Affairs about the Commission’s accountability cycle. 
  Under the Crown Entities Act, the role of the responsible Minister is to oversee and manage the Crown’s interests in, and relationship with, the statutory entity and exercise any statutory responsibilities given to the Minister. This includes reviewing the operations and performance of the entity, and participating in the process of setting and monitoring the entity’s strategic direction and targets.
  

264. The key issue in the annual accountability cycle is to ensure that the Minister engages with the Commission on its strategic direction setting at an early stage in the annual accountability cycle, at least 10 months prior to the start of the following financial year. The exact timing will vary depending on the number and significance of the strategic changes to be considered. The annual accountability cycle for Crown entities mirrors the continuous improvement cycle shown below.

Figure 6: Continuous improvement cycle
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265. The Panel considers that the accountability cycle could be used more effectively to better monitor and measure the Commission’s performance. Options are discussed below. 

Minister’s Letter of Expectations

266. A key formal tool of the strategic engagement process is the annual Letter of Expectations from the Minister to the Commission. The Letter of Expectations is sent to the Commission by the Minister in late November each year and is a vehicle through which the Minister can communicate his or her expectations to the Commission. The Letter is a more detailed and entity-specific extension of the “Enduring Letter of Expectations”, issued and periodically updated by the Ministers of Finance and State Services, conveying the whole of Government expectations of Crown Entities. In addition, the Minister is also able to communicate expectations verbally or in writing at any time during the year. 

267. Ongoing dialogue occurs through regular meetings between the Minister, the Commission and Departmental officials. 

The Commission’s Accountability and Strategic Planning

268. The Commission’s statement of intent (SOI) is currently tabled annually and covers a three year period
, containing a Statement of Service Performance, which covers a 12-month period. As a public accountability document, the SOI should be the product of a strategic planning process; it should not be seen simply as a compliance exercise. 
269. The Panel was advised that the Commission and the Department have worked cooperatively during past planning processes, with the Department taking part in the Commission’s SOI discussions (usually between February and May). The current timeline for drafting the SOI in accordance with Treasury guidelines
, issued in October 2012, provides for only a limited engagement period between the Minister and the Commission in the month before the SOI is tabled (the day after Budget Day). At that stage the document is well advanced. 
270. That said, the Panel notes that the SOI is a live document that is reviewed annually, to assess whether any amendments are necessary to align the strategy with a changed operating environment, as opposed to a means to reset the entire strategy. Stakeholders will be familiar with the Commission’s general strategic direction. 

271. Any change in direction should be signalled well ahead of the annual business planning cycle (for example any decisions as a result of the Fire Review). In those instances, early engagement would be critical and afford the Minister the opportunity to seek advice on any proposed amendments to the strategic direction, well in advance of sending the annual Letter of Expectations and the Commission’s development of the SOI (refer to Appendix 6 for details of the timing of SOIs).

Statement of Service performance 

272. The current SOI contains the Forecast Statement of (non-financial) Service against which the Commission’s actual performance is measured in its annual reports. It contains measures for: 

· fire safety education, prevention and advice;
· firefighting and other Fire Service operations; and 

· rural fire leadership and coordination. 

273. The Department advised the Panel of its view that the measures the Commission currently uses may be too wide and complex and in some instances lack relevance, making an accurate performance assessment difficult. The Panel agrees with this view and considers that an overall re-evaluation of non-financial performance measures would be needed to ensure that the most relevant outputs are being measured. 
274. The Panel considers that there is potential to improve the non-financial performance measures, which form the basis for the Statement of Service Performance in the SOI. The measures need to be clear, relevant, robust and measurable. Every section of the Fire Service’s key functions (fire safety education, prevention and advice; firefighting and other Fire Service operations; and rural fire leadership and coordination) needs to be clearly defined. 
275. The Panel therefore considers this work should form an essential part of the Commission’s approach to its strategic planning with the development of its strategy in the year ahead. This will also allow for the inclusion of any additional key functions that may come about in 2013/14 as a result of the outcome of the Fire Review. 

Quarterly Reports

276. The Commission provides the Minister with quarterly reports, usually a month after the end of the quarter. Officials meet with the Commission at the time a quarterly report is received to discuss the report, its implication and any associated risks. The extra information gained from this discussion feeds into the development of the Department’s advice to the Minister.

277. The Commission also presents its quarterly results to a wider audience at a quarterly stakeholder meeting, attended by Departmental officials and officials from other agencies (mainly the State Services Commission and Audit New Zealand). The quarterly report could be improved. It should have a short and concise narrative, with a full set of financial and non-financial performance data to compare with targets.
278. A revised quarterly report template will provide the Minister with an overview of the Commission’s performance and identify significant matters at a glance without the essential issues being obscured. Departmental officials could then identify and analyse the detailed performance information contained in the appendices and summarise these for the Minister if required. 

Using Statements of Intent to support the Emergency Services Chief Executives Forum

279. The agencies in the emergency services sector that are required to produce SOIs could include as part of their strategic direction the intention to work together through the Emergency Services Chief Executives Forum described above. Requiring emergency services to account for their work in the Forum would reinforce its importance. 

Four-year plans

280. From Budget 2013, departments and some Crown Entities are required to produce a Four-Year Plan that will incorporate both their financial strategy – how they intend to manage their cost pressures – and also their workforce strategy. While the Fire Service is not subject to this requirement, as it is funded by the Fire Service levy, it could be a useful instrument as it prepares for change over the coming years. The Government may wish to consider extending this requirement to the Fire Service. 
Shared sector goal

281. It has been suggested to the Panel that an Emergency Services Chief Executives Forum could be supported by the establishment of a shared sector goal, which could be endorsed by Cabinet. A shared goal can help with prioritising expenditure and resourcing, and provide a framework for developing strategy and operating models for the individual agencies and for the sector. 
Ministerial group  

282. The Panel considers that it would be useful for the Ministers with emergency services responsibilities to consider meeting together regularly or at key strategic decision points, for example around the time when Four-Year Plans are being considered. This would allow Ministers to consider how to take an emergency services sector view of emerging issues and how best to use the resources at their collective disposal. 
	Recommendation 36

That the Commission engages annually on its strategic direction with the Minister of Internal Affairs and the Department of Internal Affairs at least 10 months prior to the start of each financial year, depending on the extent of any strategic changes contemplated.

	Recommendation 37

That the Commission revises its quarterly reporting, in collaboration with the Department of Internal Affairs, to increase its effectiveness as a vehicle for communicating key performance information to the Minister of Internal Affairs prior to the commencement of the 2013/14 financial year.  

	Recommendation 38

That the Commission undertakes, as part of its development of its Statement of Intent for 2013/16 and 2014/17, a re-evaluation of its non-financial performance measures, in collaboration with the Department of Internal Affairs, to better focus these measures on the NZFS’s key accountabilities and priorities.


Accelerating the amalgamation of rural fire authorities
Background – the potential impacts of wildfires in New Zealand

283. Vegetation wildfires in rural New Zealand can have a devastating financial impact on commercial forest plantations, crops and grasslands. They can also destroy highly valued watershed protection forests, amenities such as scenic reserves and national parks and put at risk biodiversity values and rare and endangered flora and fauna. Given the length of time required to replace a forest after a wildfire and the enduring financial consequences, there is a strong argument to be made that vegetation wildfire presents a much greater risk to the New Zealand economy than the loss of any particular industrial or processing plant. 

284. Some examples of major fires in New Zealand and their subsequent long-term impact on the land and wildlife include:

· 1945/46, Central North Island – 140,000 ha; including 13,000 ha of pine plantation;
· 1955, Balmoral, Canterbury – 3,100 ha of pine plantation;
· 1983, Ohinewairua, Central North Island – 15,000 ha of tussock and beech;
· 1995, Te Rere Reserve – a fire burnt part of the Reserve, including most of a Yellow-Eyed Penguin (Hoiho) colony. At least half of the Hoiho were killed and it is estimated it will take 50 years for the colony to recover from the effects of this fire;
· 1999, Alexandra – 9,600 ha in two grass fires;
· 2000, Blenheim – 7,000 ha in two grass fires;
· 2003/04, Canterbury – major fires at West Melton, Flock Hill, Dunsandel and Mt Somers; and
· 2012, Waituna Wetlands Scientific Reserve – fire burned through 500 ha of the internationally-recognised wetlands, which contained several species of rare birds.

285. The map below indicates the extent and geographical spread of plantation forests. 

Figure 7: Loc[image: image14.wmf]ation of plantation forests


286. The costs of preventing and preparing for wildfire (the pre-suppression costs),  and the costs of containing and extinguishing wildfires (the suppression costs)  are met by territorial authorities, the Department of Conservation and Forest Owners, in the proportions shown in the following breakdown and total annual economic costs of wildfires.

Table 3: Pre-suppression costs 2002-2007 ($m)

	Year
	Territorial Authorities
	Department of Conservation
	Forest Owners

	2002
	$10.4
	$4.6
	$22.7

	2003
	$10.8
	$4.7
	$22.6

	2004
	$10.9
	$4.6
	$22.5

	2005
	$11.0
	$4.6
	$22.3

	2006
	$11.3
	$4.5
	$22.2

	2007
	$11.3
	$4.4
	$22.1


Table 4: Annual economic cost of wildfires – 2002-2007 ($m)

	Year
	Pre-suppression
	Suppression

	2002
	$37.6
	$11.0

	2003
	$38.2
	$6.3

	2004
	$37.9
	$4.3

	2005
	$37.9
	$8.2

	2006
	$38.0
	$6.1

	2007
	$37.8
	$10.1


The objective of the Enlarged Rural Fire Districts (ERFD) Strategy

287. In 2008 the National Rural Fire Officer initiated a major review of the direction of rural fire management in New Zealand. The review included a workshop where representatives from Local Government, Federated Farmers, New Zealand Forest Owners, the Department of Conservation, New Zealand Defence Force, the Commission, NZFS, the Department of Internal Affairs, the Ministry of Agriculture and Forestry and the NRFA debated the issues and settled on a long-term direction for fewer, larger but better-resourced rural fire authorities. The Commission approved the Enlarged Rural Fire Districts (ERFD) strategy in 2009.

288. The objective of the strategy is to encourage the many small and poorly-resourced Fire Authorities to merge voluntarily into larger rural Fire Districts, within a framework based on professional management and sound forest and rural fire management hazardscape guidelines.
Key benefits of the ERFD Strategy

289. The key benefits of the ERFD Strategy are that it:

· promotes more efficient use of scarce financial, physical and human resources;
· ensures stakeholders operating in similar hazardscapes work together collaboratively;
· responds to the increased risks presented by changes in land ownership; and
· provides cost effective fire outcomes.

290. The key drivers of ERFDs are that they provide:

· a risk management approach that allows for testing of all consequences (both positive and negative), against defined actions;
· an effective tool to assist forest and land managers to take ownership and actually manage for all the diverse outcomes; and
· a clear and consistent mandate for forest and land managers to have a fully integrated approach to the use of fire and protection from fire.

Table 5: Progress in establishment of ERFDs

	Progress Indicator
	1995
	2010/11
	November 2012
	2012/13 forecast

	Number of ERFDs
	0
	6
	8
	11

	Number of rural fire authorities
	121
	86
	74
	66

	Ha under ERFD administration
	0
	8,791,500
	11,604,600
	13,967,300

	New Zealand land area under ERFD 
	0
	32.8 %
	43.3%
	52.1%


291. The Government endorsed the NRFA’s Strategy to improve forest and rural fire management through voluntary amalgamations. As can be seen in the above table, the progress to date has been patchy. Some areas have readily adopted the ERFD strategy and are seeing its benefits, while others have been reluctant to make the change. The Commission has been working with authorities towards its goal of amalgamations in ERFDs, but has encountered some resistance, and there are still 74 rural fire authorities. This is in spite of the NRFA offering an administrative grant to encourage early adoption of ERFDs. The amount of the grant was calculated according to a formula that incorporated the size of the ERFD and the values at risk. The Commission has established the following stretch targets for establishing ERFDs: 

· July 2013 - Taranaki, East Coast, Manawatu, Waikato, Central North Island, Thames Valley, Wellington; and
· July 2014 - Northern (stage II), Otago, Canterbury, Hawke’s Bay. 
 


However, the Panel is concerned that the Commission may struggle to meet these targets in the timelines indicated, due to the reluctance it is encountering in some areas.

292. The NRFA advised the Panel of the key benefits of ERFDs. These are summarised in the table below. 
Table 6: Key benefits of ERFDs
	Increased capacity

	Efficiencies through equipment rationalisation.

Resources matched to threats.

Full-time Principal Rural Fire Officer can focus on the statutory responsibilities.

Under-resourced areas will benefit from increase in capacity and capability.

Districts will have access to a larger pool of skilled rural firefighters.

Opportunities to evolve the rural/urban fire services will increase.

	Improved management

	Major stakeholders’ and landowners’ representation will strengthen ownership.

Funding of forest and rural fire management will be more fair and equitable.

Wider adoption of good governance and management practices will raise the bar in the sector.

Aligning the rules and administration across districts will improve the consistency of the management and delivery of services throughout the region.

Management of local threats and risks will be improved through more focused efforts.

	Better results

	The incidence and adverse environmental effects of wildfire will be reduced.

Communities will receive better advice.


Arguments against ERFDs

293. The Panel was advised of a number of reservations about the ERFD strategy. For instance, the rural fire authority might consider that it is already performing well and there would be little to be gained from amalgamating into an ERFD. There was also a perception that an ERFD may cost more, but deliver less. Some authorities are concerned that the opportunities for public scrutiny and influence under an ERFD may be less than they are under the current situation and that ERFDs may pose a direct threat to the autonomy of other organisations.
294. Some authorities have argued that a lack of local knowledge, community engagement, equipment and plant may arise under an ERFD and that a larger organisation may not support their volunteers. Another argument put forward by some councils is that they have already integrated their rural fire and civil defence areas, so a shift to an ERFD would leave a gap in their organisation. 
295. Some have also raised concerns that an ERFD may result in cross-subsidisation between organisations, which could result, for example, in the Department of Conservation subsidising other authorities, or vice versa. The Panel was made aware by those who have been involved in establishing ERFDs that the transfer of assets and the funding of an ERFD is one of the largest barriers to their establishment. 
Arguments for ERFDs
296. Several counter-arguments were made in response to the above perceived problems with ERFDs. The Panel was advised that, as a result of ERFDs, there has been a major improvement in service delivery and a better understanding from residents and ratepayers of who is responsible for rural fire services. Similarly, having a uniform approach in place for items such as fire permits improved the service delivery and the awareness of fire by the general public. The Panel was also advised that recruitment and retention of volunteers is greatly enhanced through ERFDs. Equipment and buildings are progressively improved and volunteers feel that they have got the support of a professional organisation that has the time to listen and address their concerns. Training is more effectively delivered to volunteers under an ERFD and having a clear focus on outcomes at the governance level has improved the service delivery in areas where ERFDs are operating.
297. Some who oppose ERFDs have concerns that local knowledge and engagement will be lost. The experience of those involved with an ERFD is that local knowledge and engagement is retained. For instance, in the Southern ERFD, firefighting forces have transferred and have not been disestablished, so local knowledge has been retained. Also, in an ERFD, those in the new management structures work full-time in the rural fire sector and therefore have more opportunity for engagement with the local community. For example, the Southern ERFD has recently employed a full-time community and education coordinator, whose role includes engagement with local communities.

298. The Panel was advised that the Commission had provided incentives to ease the transition from rural fire authorities to ERFDs and in some cases appropriate transition provisions need to be made. One of the major barriers to ERFDs is a shifting of assets, such as fire appliances and fire stations, to the new ERFD identity. This issue has been dealt with in a variety of ways, such as those organisations transferring assets into the new ERFD taking an appropriate portion of the financial equity in the ERFD. In other cases, ownership has been retained by the original agencies, and the appliances and/or station are either loaned or seconded to the ERFD. However, this latter option does restrict the ability of the new ERFD to have full control over its future direction.

299. The Panel considers that ERFDs are useful in building community resilience, as they are able to concentrate on the four Rs of fire risk management. The Panel has considered whether increasing the financial incentives for rural fire authority amalgamations would be an option for accelerating the process. The Panel has not been advised that the level of incentive is an impediment to amalgamation, but recommends the Commission review the incentive regime to ensure it is fit for purpose. Having heard and reviewed evidence both for and against amalgamations, the Panel is firmly of the view that the advantages of ERFD significantly outweigh any disadvantages, and that a two-tier model (Fire Authorities and ERFDs) would be difficult for the Commission to maintain in the long-term. Submitters generally supported the ERFD Strategy, and some suggested that a deadline should be set to ensure that all fire authorities amalgamate into an ERFD.

300. In light of the variable progress that has occurred under a voluntary strategy, the Panel recommends that the voluntary period for non-amalgamated rural fire districts to amalgamate into ERFDs should conclude one year after the enactment of the fully redrafted legislation recommended by the Panel. 

301. This approach may raise issues for those authorities who are not engaged in the amalgamation process. There will be issues relating to the potential boundaries for the new ERFDs and the process that will need to be undertaken. The Commission is sensitive to these issues, and the Panel is confident that the ERFD strategy will be well managed in the ensuing period. To assist the Commission with managing these processes, the Panel proposes that the NRFA fund appropriate independent facilitators/mediators to work with rural fire authorities as they work towards an ERFD. As mentioned above, the Panel also recommends that the NRFA reviews its financial incentives for the ERFD process, to determine whether improvements can be made to these incentives to further encourage adoption of the ERFD strategy. 
	Recommendation 39

That the period for rural fire districts to amalgamate voluntarily into enlarged rural fire districts conclude one year after the enactment of the new fire services legislation and that the Minister be empowered to mandate rural fire district enlargements by Order in Council thereafter.

	Recommendation 40

That the National Rural Fire Authority (NRFA) fund appropriate independent facilitators/mediators to work with each of the existing rural fire authorities to overcome the barriers to proceeding towards an Enlarged Rural Fire District. 

	Recommendation 41

That the NRFA review the financial incentives for the Enlarged Rural Fire District process, to encourage adoption of enlarged rural fire districts. 


Figure 8: Examples of forest and rural firefighting resources


[image: image11]
 

4. Stable and equitable funding system for fire services
Outcome 3: That there is sustainable, stable and equitable funding for fire services, with the sources of that funding aligning with the functions that they perform.

302. This section considers the current funding arrangements of New Zealand’s fire services, the problems those arrangements cause to both the funders and the agencies being funded and recommends a limited range of changes for early implementation together with directions for further work. 
Introduction 
303. The Commission forecasts it will spend $332 million in the year to 30 June 2013 and estimates it will spend approximately $350 million in the year to 30 June 2015. It is difficult to arrive at equivalent figures for the 74 rural fire authorities, because of their mixed funding arrangements, but it is likely that collectively they will expend between $30 and $40 million in the year to June 2013. Thus total fire services expenditure is of the order of $400 million annually. The way in which expenditure of this order is funded will have significant consequences for the wider economy. 
304. Fire services funding is therefore a vital public policy issue. It involves weighing complex trade-offs and opportunity costs in a sector where it is difficult to state the counter-factual position – what would be the costs to the economy in the absence of fire services?  The Panel has carefully assessed the issues and arrived at a clear view on preferred funding arrangements in the current context. It is mindful, nevertheless, that the preferred funding arrangements still represent a cost to the funders and that maintaining tight control on fire services expenditure is as important as determining the funding source of the next dollar of fire services expenditure. Recommendations addressed at ensuring fire services expenditure is well controlled and generates good value are set out elsewhere in this report. 
Literature Review 
305. There is a significant body of literature on funding New Zealand’s fire services. In the relatively short time since 1994 when the present funding arrangements came into force there have been no fewer than 16 reports addressed at improving the Commission’s funding arrangements. Those reports were generally critical of the present funding arrangements. The reports are listed chronologically in Appendix 7. 
306. The present arrangements for funding fire services were introduced in some haste following the 1993 decision by Government to discontinue earthquake cover for non-residential properties. Prior to that time both earthquake premium and fire levies were calculated on the same basis. The provisions inserted into the Fire Service Act in 1993 re-enacted the previous earthquake premium arrangements but were intended to be revisited when the final report of the Fire Service Levy Working Party was completed. That report was received in June 1994 and included recommendations to address substantial shortcomings identified by the Working Party in the levy arrangements. The recommendations of the Working Party were never implemented due, in part, to more pressing concerns about NZFS performance and in part to the emergence of new levy minimisation mechanisms. Much of the criticism contained in the 16 reports flowed from the failure to revisit what was acknowledged at the time as a temporary fix. 
307. Against that background the Panel has come to the view that the present arrangements have much to commend them. The Panel has reviewed 18 years of levy proceeds history. The table in Appendix 8 presents levy receipts in the form of an index commencing from a baseline of 1,000 in 1994. The table separates the growth in levy attributable to increases in the underlying amount for which property is insured from increases in the rate of levy and contrasts those with the indices for capital goods and consumer prices. The overall picture is one of a relatively robust, reliable and resilient funding base. 
308. That said, the Panel is satisfied that the current arrangements are far from perfect and that improvements can and should be made. Given the inevitable risks that attach to reforming public entity funding arrangements, the Panel has taken a cautious approach to recommending directions for improvement. Potential changes are not easily modelled and involve significant judgments about peoples’ behavioural response to price and other signals. The Panel also notes the Commission’s finances are in very good health at present and time can be taken to research the directions recommended in this report to provide greater assurance and certainty. 
Submitters’ Views on Funding

309. The funding issue generated comment from most submitters.   Despite the explicit out of scope statement in the Terms of Reference many submitters advocated that fire services should be funded from the consolidated fund. At the oral hearings the Panel reminded submitters that this was explicitly out of the Review’s scope. 
310. Submitters identified a wide range of problems with the current funding base. Evidence was presented to support many of the factors identified as problems. For completeness they are listed without attribution in the section headed Problems below. It is also instructive to consider the submissions in the context of the sector from which they originated. A brief summary of sectoral views on funding follows. 

311. The thrust of submissions from the ambulance sector concerned financial efficiencies to be derived from closer integration of service delivery arrangements in rural and provincial centres, co-location of communication centres and stations, joint procurement of fuel and other consumables, and combining some back-office functions. These clearly have a bearing on funding issues but are discussed further in the section on efficiency and effectiveness. 

312. Submissions from the rural fire sector focused on the ERFD strategy, the need for rural fire forces to be indemnified in the event of a misadventure at a non-fire incident, (see outcome 1) a clearer framework within which the roles of urban and rural fire authorities operate, urban services charging for attendance at vegetation fires after the first hour, and so on. 
313. All submitters from the rural sector noted the apparent inequities between the funding arrangements for the urban and rural fire regimes and most sought changes to the arrangements. There was, however, no consensus on an appropriate funding base although some considered structural change to the urban rural fire framework would resolve the issue. 

314. The insurance industry uniformly opposed the current funding arrangements. The present arrangements were variously described as unstable, inequitable and inefficient. They were considered to suffer an increasing disconnect between the sources of funding and the incidents attended and imposed “negative externalities” in terms of reduced support for fire risk reduction, reduced affordability of insurance, reduced economic growth and increased risks to the public purse. Submitters all preferred a funding model based on general taxation. However, when pressed, they proposed a range of options across property rates, transport and a revamped and clearer version of the levy on contracts of fire insurance. 
315. One submitter ranked their funding preferences if general taxation was out of scope. Their first preference was a levy on the total premium derived from every contract of insurance on buildings, contents and machinery breakdown. The same supplementary submission also suggested that fire services should be authorised to charge for attendance at uninsured properties after the event and that a small percentage of fire services funding should be derived from the transport sector. 
316. Some insurance sector submissions suggested a second round of consultation when a preferred funding base had been identified and its likely effects understood. 
317. Most of the submissions from central government agencies were addressed to points where their operations intersected with fire services. They focused on questions of better integration of service delivery, co-location, mandated agency responsibility, fire services’ role under the National Civil Defence Emergency Management Plan, the fire safety provisions of the building code, and support for ERFDs. 
318. The comprehensive submission of one central government agency touched on several funding-related issues including the position of fire service volunteers for ACC cover purposes, residential housing policy and charging for attendance at hazardous substance incidents. The same submission noted the increasing number of fire service attendances at transport related incidents and offered to assist with technical advice if the Panel was contemplating a similar arrangement for part-funding fire services. To the extent that other submissions included comments on funding they were limited to the affordability of earthquake insurance and the cost of insuring high value assets. 
319. Submissions from union and membership organisations included a comprehensive package of independent analysis and advice commissioned from an economic consultancy. The package addressed the value generated by firefighters and the funding necessary to sustain a broad-based emergency response service. The funding study canvassed the problems of the current system and proposed a mixed funding model based on property and motor vehicle registration. Within the property part of the model it discussed a range of options from a flat rate of levy through to more complex approaches that took into account both value and fire risk. Importantly it noted that this approach was highly reliant on leveraging existing collection systems (territorial authority rates and motor vehicle registration). The other submissions discussed the need for equitable funding arrangements for all fire services including rural fire authorities and also for equitable funding for ambulance services. 
320. Industry representative organisations submissions included extensive comments on funding arrangements, again with a tendency to recommend general taxation as the preferred source and to oppose any arrangement that increased costs to the sector the particular organisation represented. One submitter was strongly opposed to any widening of the current insurance base and also advocated against adopting a property value based funding model. 
Current Funding Arrangements of New Zealand’s Fire Services

321. Elsewhere this report describes the present structure of New Zealand’s fire services. It is a complex, interwoven, overlapping structure that includes the NZFS, the NRFA, the 74 rural fire authorities (RFAs), the fire response capability maintained by the Department of Conservation and the New Zealand Defence Force, the industrial brigades that provide cover at international airports and major industrial complexes and informal fire parties organised on an ad hoc basis at community level. 
322. For the purposes of this discussion on Outcome 3 of the Terms of Reference, the Panel has confined its consideration to the way in which the NZFS, the NRFA and the 74 RFAs should be funded in the future. The capability represented in these entities constitutes the vast majority of the country’s overall fire capability. However the Department of Conservation, the New Zealand Defence Force and the industrial brigades play a significant role in managing specific risks to the New Zealand economy and to highly valued amenities and the funding needs of those other fire services may need to be investigated further. 
The Fire Services Funding Framework  

323. The Fire Service Act sets out two distinct approaches to funding fire services: pre-funding for capability and post-funding for services delivered. The vast majority of NZFS and NRFA funding is derived from the levy on contracts of fire insurance and this source essentially pre-funds the baseline capability of these services. The second source of funding, charges for services delivered, should not be ignored particularly given the increasing number of responses to non-fire incidents. 
 The Levy on Contracts of Fire Insurance

324. The Fire Service Act imposes an obligation on insurance companies that insure property located in New Zealand against loss or damage from fire to pay a levy to the Commission. The levy is calculated on the amount for which property is insured subject to certain limits and exclusions and is recovered by the insurance companies as a debt due from the insured party. 
325. The Act establishes three separate bases for calculating levy:  

· for residential and personal property, the levy is calculated on the amount for which the property is insured subject to caps on the insured value of $100,000 and $20,000 respectively;
· for motor vehicles under 3.5 tonnes a flat rate of levy applies (presently $6.08 cents per vehicle); and
· for all other property the levy is calculated on the amount for which the property is insured subject to a cap of the indemnity value of the property. Indemnity value is not defined in the Act but is generally agreed to mean the actual value of the loss at the time the loss was incurred. It is usually calculated by reference to replacement value less accumulated depreciation.
326. Schedule 3 of the Act exempts a wide range of insured property from levy including ships, aircraft, forests, roads, bridges, tunnels, dams, reservoirs, water pipes, poles and lines for electricity or telegraphic supply, mines, and hazardous substances. 
327. In addition, insurance policies limited to an excess over the indemnity value of the property are exempt from levy. The Commission is in dispute with some insurers and brokers over the interpretation of this section. The Commission considers that the exemption applies to policies limited to an excess over the indemnity value of all of the property covered by the policy. 
328. The insurers and brokers consider it applies to policies that limit settlements of claims to an excess over the indemnity value of the loss. The difference in interpretation is material and the dispute has been referred to the courts for a declaratory judgement. A decision is pending. 
329. The rate of levy is reviewed annually by the Minister, having regard to:

· the total amount for which properties are insured;
· the necessity to ensure that the levy received by the Commission is sufficient to meet the requirements of the Rural Fire Fighting Fund and the net expenditure of the Commission; and
· keeping changes in the rate of levy to a minimum over time.

330.  The rate of levy for residential, personal and “other” property is presently set at 7.6 cents per $100 of insured value. Thus a “contract of fire insurance” on a house insured for $100,000 is liable to pay a Fire Service levy in the amount of $76 per annum. A house insured for $50,000 will pay $38 but a house insured for $200,000 will pay only $76 due to the $100,000 residential cap. An insured commercial building with an indemnity value of $1 million will pay a Fire Service levy of $760 if it is insured for indemnity value or a greater sum. If it is insured for less than indemnity value, the levy will be calculated on the actual sum for which the building is insured. 
331. Insurance companies are required to show clearly and separately on their invoices the amount due for the premium and the amount due for Fire Service levy and to remit the proceeds of the levy to the Commission by the 15th day of the second month following the month in which the contract came into force. Companies must furnish a certificate in a prescribed form with their remittances. The certificates provide a minimal breakdown of the levy although most companies voluntarily provide additional information to assist the Commission to track variances in Ievy flows. 
Charges for services delivered
332. The Fire Service Act gives the Commission the discretion to charge for every service it provides apart from attendances at fires inside urban fire districts. The Fire Service Act explicitly authorises charging for attendances at hazardous substance emergencies, fire safety activities, false alarms and fires in commercial forests inside urban fire districts. In the case of hazardous substance incidents the Fire Service Act also indicates how any charges should be calculated. 
333. This discretionary charging construct has a strong basis in logic. The levy on contracts of fire insurance pre-funded the baseline capability of the NZFS so attendances at fires should be free. The capability to attend non-fire incidents was not pre-funded so the variable costs fire services incur in responding to them, plus a proportionate share of overheads, should be recovered from the party that benefited from the attendance. In this light it is easy to understand why hazardous substance insurance is exempt from levy but is identified as a particular class of non-fire emergency for which fire services may charge. 
334. Similarly, fire insurance on plantation forests, orchards, crops and grasslands is exempt from levy so the NZFS charges for attendance at vegetation fires although, by arrangement between the NZFS and RFAs, the first hour of attendance is usually free. 
335. In recent years the NZFS has been called to attend between 75,000 – 80,000 separate incidents. An incident is any separate event where fire service assistance was requested and a fire service appliance and crew responded. Requests for NZFS attendance at an incident may originate from several sources; from the 111 public emergency call system, from the private fire alarm monitoring system where fire alarms in higher risk premises are remotely monitored by an automatic system connected directly to the fire communication centres and from other emergency services requesting assistance. Where multiple calls to the same incident are received these are consolidated into a single incident in the Computer Aided Despatch (CAD) system for reporting purposes. Elsewhere this report describes the historical growth of fire service callouts and how the mix of callouts has trended away from fire-related incidents to non-fire incidents.

336. Information provided by the NZFS indicates how false alarm charges contribute to overall funding:

·  “good intent” false alarms (where the person raising the alarm had a reasonable basis for believing an emergency existed) account for around 25% of false alarms and are not charged;
· the balance are unwanted false alarms which are treated as chargeable per the Commission policy; 
· some are not charged for a variety of reasons, for example those caused by electrical surges or on defence property; and
· Commission policy is to charge only for the third and subsequent false alarm(s) in a six-month period. Charges may be waived where the property owner agrees to address the underlying cause of the false alarms. 

337. False alarms are charged out at $1,000 per alarm plus GST. In recent years the number of invoices raised for attendance at false alarms has ranged from a low of 2,200 in 2009/10 to a high of 4,000 in 2010/11. In 2011/12 3,640 invoices were raised but this number was impacted by the effect of industrial action on data capture. 
338. The NZFS also routinely charges for attendances at hazardous substance emergencies but the total amount billed is not material relative to other sources of funding.
339. Successive Commissions have been reluctant to charge more for services rendered for a variety of reasons. The primary concern is that people may become reluctant to call their fire services for fear of subsequently receiving an invoice and instead try to deal with the emergency themselves. This exposes people to unnecessary danger, leads to fire service crews facing larger, more difficult and more dangerous emergencies when they are finally called to an incident and reduces the effect their intervention will have on the outcome. Secondary concerns go to undermining the public service values associated with the fire service “brand” and the relationship between a community and its fire service. The Panel’s recommendations on this are discussed below.

340. Charging for services is of particular concern in volunteer-served communities where it could be perceived that charges constituted profiteering on the back of freely provided community labour. 
341. Against that background the Panel has concluded that, where feasible, beneficiaries of certain classes of non-fire services should contribute to pre-funding the capability of fire and rescue on the same or similar basis as the beneficiaries of fire services. The Panel’s funding proposals set out below include pre-funding contributions from beneficiaries of non-fire services for storm and flood damage to properties and for attendance at transport related incidents. The Panel considers that the Commission should continue to have the power to charge for services delivered where it is neither able, nor feasible to attract a contribution to pre-fund fire service capability. 
Current Funding Sources

342. Based on information provided by insurance companies and other parties who pay a Fire Service levy direct, the table below summarises where levy proceeds originate. 

Table 7: Levy Income by Insurance Class 2011/12 and 2010/11

	
	2011/12
	2010/11

	Insurance Class
	Amount ($m)
	Percentage
	Amount ($m)
	Percentage

	Residential Buildings
	$118.5
	36.85%
	$112.7
	36.66%

	Domestic Contents
	$19.9
	6.19%
	$18.7
	6.08%

	Private Motor
	$13.8
	4.29%
	$12.8
	4.16%

	Material Damage
	$145.8
	45.34%
	$141.2
	45.93%

	Commercial Motor
	$13.0
	4.04%
	$12.6
	4.10%

	Marine Cargo
	$2.4
	0.75%
	$1.8
	0.59%

	Other Business
	$8.2
	2.55%
	$7.6
	2.47%

	Total 
	$321.6
	100%
	$307.4
	100%


343. Most of the categories are self-explanatory in terms of the class of insured property generating the levy. However, the material damage category refers to policies covering damage to non-residential buildings from a wide range of hazards usually including fire, earthquake, flood, storm and other causes of damage. 
344. Some material damage policies exclude the peril of fire which is then covered under a separate fire only damage policy. Such so-called “split policy” structures provide another mechanism to minimise exposure to the Fire Service levy. This means that, while non-residential buildings contribute to the fire service in case of fire, they do not contribute to the fire service for callouts relating to wider material damage such as floods. The Panel considers this to be unsatisfactory, and has made recommendations on how to address the issue of split policies later in the report. 
345. Other provisions of the Fire Service Act establish the liability for payment of the Fire Service levy where property located in New Zealand is insured overseas. The Act also establishes the liability to pay the levy on arrangements analogous to insurance such as internally managed “rainy day” funds and other forms of self insurance such as “provisions for major repairs”. 
346. Pursuant to the levy provisions of the Fire Service Act, the Commission accounts for levy receipts on a cash basis as opposed to an accrual basis. The liability to pay levy is incurred at the inception of the contract of fire insurance. However, the Commission is not a party to the contract and accordingly is not in a position to calculate the amount of levy due and accrue it as income at that time. The Panel does not recommend any change to the levy collection process that would enable levy to be accounted for on an accrual basis. For the financial year to 30 June 2013 the Commission forecasts it will receive between $320 and $325 million in levy. 
 Other Funding Sources

347. As detailed above, the Commission is funded predominantly from the levy on contracts of fire insurance. In 2011/12 this source of funding equated to 94% of total NZFS funding. The breakdown of the non-levy sources is detailed below.
Table 8: Non-levy sources of funding

	Revenue Class
	2011/12 Amount ($m)
	2010/11 Amount ($m)

	False Alarms
	$3.641
	$3.969

	Ex gratia payments in lieu of levy
	$1.585
	$1.533

	Private Fire Alarm Monitoring
	$2.218
	$2.055

	Sponsorship and Commercial Services
	$0.419
	$0.661

	Other 
	$1.131
	$1.968

	Total
	$8.994
	$10.186


348. In addition, the Commission earned interest income of $1.369 million on funds invested and received $0.339 million in rents in the same period. Unusually, it also received $2 million in interim insurance settlements from Commission facilities destroyed or damaged in the Christchurch earthquakes. 
Current Funding Sources: The National Rural Fire Authority
349. The operations of the NRFA and the grants it makes to Rural Fire Authorities for items such as appliances, communications equipment, and safety clothing are funded 100% from the levy on contracts of fire insurance. The NRFA also administers the Rural Fire Fighting Fund which includes an appropriation from Vote Conservation. In 2010/11 the funding for the Rural Fire Fighting Fund derived from the Fire Service levy (excluding Vote Conservation) amounted to $2.200 million. Total levy proceeds applied to NRFA purposes in 2010/11 were reported by the Commission as $6.947 million. 
Current Funding Sources: Rural Fire Authorities

350. Funding sources for RFAs are relatively diverse, reflecting the variety of forms RFAs take. Fire insurance on forests, orchards, crops and grasslands does not attract Fire Service levy so the cost of managing the risk of fire on forest and rural lands is met from other funding sources including rates, targeted levies, stakeholders’ subscriptions and in-kind contributions. 
351. The standing costs of RFAs constituted under the jurisdiction of territorial authorities are funded from general or specific rates on property in the area of the territorial authority. The Forest and Rural Fires Act also empowers RFAs to impose a levy on specified classes of landholder to meet the “ordinary requirements of the Fire Authority” although this power is rarely used. 

352. Where the Minister of Conservation is the Fire Authority the standing costs are met from Vote Conservation. 
353. The standing costs of ERFDs constituted under section 4 of the Forest and Rural Fires Act are met in cash and in kind by the stakeholders in the ERFD according to mutually agreed “equitable funding” formulae - of which there are many. Funding for ERFDs originates from territorial authority rates, from Vote Conservation and from private forest plantation companies. 

354. It is difficult to obtain accurate data on the total costs incurred by RFAs in establishing and maintaining baseline capability but a BERL report
 prepared for the NRFA in 2009 suggested pre-suppression costs for territorial authorities averaged $10 - $11 million per annum between 2002 and 2007 and $4 - $5 million per annum for the Department of Conservation. The comparable figures for the private plantation forest sector were much higher at between $30 and $40 million per annum. 
355. The variable costs incurred by RFAs in suppressing and extinguishing fires in their fire districts can also be recovered from a variety of sources. The first recourse is to the person determined to be responsible for the fire. The Act prescribes how claims are to be formulated and pursued and land owners, contractors and others working in rural areas tend to hold specific insurance for this eventuality. As is to be expected the 74 separately constituted rural fire authorities adopt a range of approaches with respect to pursuing liable parties but where they are unable or unwilling to pursue, the NRFA will institute court proceedings for a well-founded claim. 
356. The second recourse for recovering the costs that RFAs incur in suppressing fires is to the Rural Fire Fighting Fund. The Rural Fire Fighting Fund is a statutory cost-smoothing construct administered by the Commission. Its purpose is two-fold:  

· to facilitate in a pragmatic way budgeting for variable and unpredictable vegetation fire suppression costs incurred from year to year depending on the season; and 

· to provide fire authorities with confidence that they will be able to recover the majority of costs incurred in suppressing wildfires so they can commit the necessary level of resources early in the fire progression.
357. At the commencement of each year the Department of Conservation and the Commission review the balance in the fund, make an estimate of the likely level of claims on the fund in the forthcoming year, add a 20% margin for buffer and then seek formal approval from the Minister to deposit in the fund a contribution from the levy and a contribution from Vote Conservation. The contributions from the Department of Conservation and the levy are broadly proportionate to the suppression costs incurred on land under the control of the Department of Conservation and land under the control of all other Fire Authorities. 
358. The Commission may make grants from the fund to qualifying RFAs according to a formula which provides for 95% of reasonable costs to be reimbursed less a sum of $1,000 for each claim. In recent years claims on the Rural Fire Fighting Fund have averaged between $3 - $4 million each year.
359. The third recourse is a special levy, either agreed between the RFA and all those parties who were menaced by the fire or, in the absence of agreement, imposed by the RFA. 
Funding Principles

360. The Terms of Reference establish the criteria against which future funding options are to be analysed. The criteria include administrative simplicity, stability, predictability, equity and affordability of insurance. 
361. The submissions from agencies with an interest in the functions and funding of fire services suggested additional criteria against which future funding options could be judged. The Panel considered the following additional principles criteria were useful when analysing the funding options:

· pre-funding for capability;
· funding arrangements should capture the widest number of contributors to minimise "free riders" and to keep the unit rate of levy low for all;
· funding arrangements should offer incentives to property owners to reduce their own fire risks;
· the Crown and local government, as large owners of property, should contribute on the same basis as other contributors; and
· the funding base should grow broadly in line with any expansion of the risk to be managed by fire services.
362. Many of the criteria advanced by submitters addressed the fundamental issue of whether the provision of fire services should be considered a public or a private good. International literature on fire service funding also addresses this issue. The Panel concluded that the provision of fire services should be considered primarily a private good but that every service contained an element of public good. Extinguishing  a house fire is primarily a private benefit accruing to the residents or the owner but it is also a public benefit accruing to the immediate neighbours and the wider community potentially threatened by the fire. Similarly fire service intervention at a motor vehicle accident is primarily a private benefit accruing to the injured or entrapped victims but it also generates a public benefit accruing to the health system by reducing long-term injury and to other road users through earlier clearance of the crash scene and the return to normal road use conditions. 
The Problems Identified with the Current Funding Arrangements
363. The problems the Panel identified with the current insurance-based funding arrangements may be considered under the following four headings:

· Interpretation and calculation problems with some classes of insured property

· Equity and alignment of funding sources

· Administrative efficiency

· Free riders.
Interpretation and calculation problems with some classes of insured property   
364. The Panel received extensive advice on problems with the interpretation of parts of Section 48 of the Fire Service Act. This section establishes the liability to pay levy on all contracts of fire insurance and how the quantum is to be calculated for different classes of property. 
365. The Panel was advised that for insured residential property, personal property and motor vehicles under 3.5 tonnes there are few if any problems with interpreting the current levy provisions and correctly calculating the amount of levy due. 
366. For “other” classes of insured property, such as industrial, commercial and institutional buildings the Panel was advised there are extensive interpretation and calculation problems. The Panel heard that insurance products and policy constructions covering these classes of property have evolved over time and that section 48 has not been updated to provide certainty as to how levy is to be calculated on many of these new policy constructs. The Commission and the insurance sector are divided over the correct treatment of many of these new products for the purposes of calculating levy. 
367. The basic premise of the Fire Service Act for non-residential property is that Fire Service levy is calculated on the amount for which the property is insured subject to a cap of indemnity value. Most of the insurance products in dispute between the Commission and the sector seek to reduce the apparent amount for which the property is insured while effectively maintaining full cover. A typical example of how this is achieved is the policy construction known as “First Loss”.

368. For example, ten separately owned and insured buildings each with an indemnity value of $1 million could be expected to generate levy proceeds of 10 x $760 or $7,600 in total. By contrast the same ten separate buildings held in a single portfolio could be insured under a single policy where the sum insured would be set at $1 million “any one loss and in the aggregate”. The $1 million cover is sufficient to cover the first loss of any one of the ten but generates levy of only $760. In the unlikely event of the total loss of one of the buildings the owner is able to reinstate the policy to a level sufficient to cover the loss of any one of the remaining nine buildings. 
369. From the perspective of the insurance company the probability of any one of the ten buildings being lost is the same under both scenarios. Thus the premium for the first loss cover of $1 million needs to be set close to the aggregate premium for the ten separately insured buildings. 

370. However, from the perspective of the Commission the first loss construct generates 10% of the levy of the separately insured construct (in this example) but there is no difference in the capability the Commission must provide to manage the risk. The larger the number of properties included in the portfolio the more effective the reduction in levy relative to the risk the Commission must manage. The Panel was advised that a levy based on the total insurance premium payable could resolve the issue. 

371. The Panel also heard that, at the most basic level, the meanings of frequently used words such as “property” and “indemnity value” are disputed. In the normal course of events the Panel would have expected such interpretational issues to have been resolved by reference to the Courts but it appears that ongoing proposals to reform the levy provisions discouraged the parties from taking their disputes to Court for many years. An application for declaratory judgments on two questions of interpretation is, however, currently before the High Court. 
372. The Panel was advised that considerable sums ride on the outcome of the application and both parties to the request are optimistic that the judgment will provide clarity and certainty. 
373. As noted in the introduction to this section, the current insurance-based funding arrangements have many merits despite their well described limitations. The Panel received advice that an alternative insurance-based arrangement calculated not on the amount for which the property was insured but on the policy premium offered the potential to avoid many of the interpretation and calculation problems of the current levy arrangements. 
374. The Panel considers that a levy calculated on insurance premiums for non-residential property has considerable merit and recommends it. It addresses many of the complex levy minimisation and avoidance opportunities (first loss, collective policies and excess of indemnity) that the current indemnity value base offers. Despite the new base (insurance premiums) being smaller than the current base (the indemnity value of insured properties) it would distribute the burden of the tax more equitably. 

375. The owners of large geographically distributed property portfolios would contribute levy in proportion to the real risk their entire portfolios presented, not just in proportion to the single most valuable property in their portfolio. 
376. Given it is the business of insurance companies to price risk, this approach to fire service funding directly incentivises property owners to reduce their risk in order to drive down their premiums and indirectly their fire service levies. It dramatically reduces administrative complexity and improves certainty because the one certain thing attached to every contract of insurance is the premium. The need for professional judgements, valuations and owners’ certificates to calculate the levy is eliminated so the cost to the insured person is also reduced. This approach is equally capable of being extended to cover all insurance contracts for material damage so that funding is better aligned with the broader range of services delivered today. 
377. On the downside, the Panel was advised that premiums are very volatile in the present disturbed primary insurance and reinsurance markets. Formative work undertaken by the Department of Internal Affairs on this option in 2010 was carried out against the background of a relatively stable decade of insurance pricing. It looked feasible in that light to establish a rate of levy that would remain steady for several years - a key concern of the insurance sector for ease of administration. However, following the Christchurch earthquakes, the Japanese tsunami and other catastrophes, the cost of insurance is likely to remain volatile for some years and the Panel acknowledges that the rate of levy on premium may have to be reset every year in order to generate close to the level of funding required. 
378. The Panel also acknowledges that this option could affect insurance behaviour because it could be perceived to be closely related to the premium. The sector could be expected to oppose it if the public reacted to the adverse overall price signals and reduced the purchase of insurance. 
379. Finally, the Panel considered the opportunities for new avoidance or levy minimisation mechanisms under this option. Apart from not insuring at all, the Panel was unable to identify any avoidance mechanisms but recommends technical advice from an insurance professional on this subject. 
380. Despite the disturbed insurance market, the Panel considered this option as the preferred future funding base for non-residential property. However, the Panel has also recommended that further work be undertaken to determine the impact of rate volatility on the funding base in the immediate future. 
381. The Panel was also advised that the imprecise and disputed terminology of section 48 of the Fire Service Act was capable of remediation to improve certainty and clarity and at the same time spread the funding burden more equitably. The Panel considered that the existing funding arrangements could be clarified to address the definitional problems, and also help to address future funding uncertainty and represent a low risk path to a more sustainable base. 
382. On balance the Panel was persuaded that for classes of insured property other than residential, personal and motor vehicles, a levy on the premium of the policy was preferable over retaining the current levy base. If for any reason further analysis proves a premium-based approach problematic, then the Panel considers rewriting the current provisions to be the next best alternative.
	Recommendation 42

That the levy on insured non-residential property be calculated on the policy premium rather than on the amount for which property is insured. 


Equity and Alignment of Funding Sources  

Non residential

383. Many submissions considered it was inequitable that people who insure against losses from fire effectively pay for a wide range of fire service interventions that bear no relation to fire. Several stressed that this inequity was getting more pronounced as the mix of fire service business continues to shift away from fire to non-fire interventions. The Panel did not consider that this problem should be addressed by restricting fire services to a narrower mandate, but was of the view that it could be resolved by a broader-based insurance levy. 
384. The Panel received advice that many of the non-fire interventions fire services make every year are attributable to natural hazards and extreme weather related events. Insurers provide cover for the cost of damage from these hazards under general material damage policies and the Panel considered it appropriate that for non-residential properties all contracts of material damage insurance should be leviable rather than just contracts of fire insurance. 
385. The Panel took the view that this approach better aligned the cost of delivering non-fire interventions with the sources of funding. One positive outcome of widening the funding base to ensure all those who benefit from non-fire interventions contribute to fire services funding is that the rate of levy should fall. 
	Recommendation 43

That the levy base for non-residential property be extended to include all contracts of material damage rather than only contracts of fire insurance. 

	Recommendation 44
That fire services continue to have the discretion to charge for services delivered, with the exception of attendances at fires and other emergencies for which fire services are pre-funded under the new funding arrangements. 


Residential

386. The Panel also considered whether it is equitable that an insured $2 million residential property should incur the same $76 fire levy as an insured $100,000 property. One argument advanced was that equity is well served under this arrangement because it costs the same to provide a response to the $2 million property as it does to provide a response to the $100,000 property. 
387. The Panel considered that while these equity issues are difficult to resolve it came to the view that the current arrangement of a progressive rate up to a threshold best matched the mix of private and public goods involved in the delivery of fire services. The Panel was persuaded, however, that the current threshold levels need to be adjusted to reflect movements in residential property values since the current levels were introduced in 1994. 

388. The Panel has modelled the effect of adjusting threshold levels to reflect current property market values. At the time the current arrangements were introduced in 1994 only 25% of residential properties had an improved value over the $100,000 threshold. In 2012, 82.5% of dwellings were over this threshold. If the threshold value is reset so that once again only 25% of residential properties are over the threshold then the new threshold would increase to between $200,000 and $300,000 dependent on certain assumptions and more detailed disaggregation of the property data. 
389. In 2011/12 the rate of levy in force was 7.6 cents per $100 of insured value and insured residential property generated just over $118 million of levy proceeds. If the threshold value is reset to $200,000 the rate of levy can be reduced to 5.2 cents to generate the same $118 million of levy proceeds. If the threshold value is reset to $250,000 the rate of levy can be reduced to 4.6 cents. 
390. The Panel is not proposing any increase in the overall level of funding for the Commission. Rather it is proposing to broaden the funding base which enables the rate of levy to be reduced for all contributors from the residential sector. The Panel acknowledges that tax design is a complex issue and that further detailed modelling is required before definitive rates of levy can be established for the proposed new funding base. 
	Recommendation 45

That the residential and personal property component of future fire services funding be calculated on the amount for which property is insured up to a maximum threshold adjusted to reflect present market levels relative to the 1994 level, with the actual level to be the subject of detailed modelling.

	Recommendation 46

That, having regard to the expansion of the levy base for residential and personal property in recommendation 45, the rate of levy per $100 of insured value on these classes of property be reduced from the current 7.6 cents.


Administrative Efficiency

391. Administration of the levy imposes cost on:

· the insurance sector in administering the levy provisions;
· people who insure (in cases where additional information is required solely for purposes of calculating levy); and 

· the Commission in receiving levy payments and verifying that they have been correctly calculated on the underlying insurance contract and remitted on a timely basis. 
392. The Panel heard from several insurers that the costs of administering the levy provisions were excessively high, not so much in terms of adding another line to the premium invoice but in terms of calculating the levy on more complex policy constructions. Costs were also incurred in tracking levy credits where policies were cancelled or modified midterm. 
393. The Panel acknowledged these problems and considered they could be addressed by much clearer and simpler provisions for calculating the levy in the first instance. This approach was supported by one submitter who considered a levy on premium would avoid many of the current difficulties and costs and would be relatively simple to administer. The Panel’s recommendation above reflects this submission.

394. In discussions, some submitters recommended that these problems could be addressed by means of a collection fee pitched at 2 or 3% of the levy collected. While the Panel had sympathy for those faced with compliance costs of this type, it considered that government imposes a wide range of collection systems on companies, employers, the self-employed and service and infrastructure providers for the public good, and therefore did not favour the collection fee proposal. 

395. The Commission suggested that many of the costs it bears in terms of tracking levy receipts and verifying calculations and timeliness of payments could be addressed by clearer provisions in the first instance, avoidance of any basis for calculation not forming part of the contract of fire insurance (indemnity valuations from registered valuers) and provision of more detailed information with payment schedules. The Panel’s recommendations on a premium-based approach address that submission.
396. The Commission also made the point that some of the insurance sector’s problems with compliance costs are of its own making as insurance brokers and risk advisors in the sector have sought to compete in the market by finding ever more innovative means of reducing Fire Service levy while keeping the effective level of insurance cover the same. Again the recommendation concerning levy on a premium-based approach responds to this point. 
The Free Rider Problem (Residential and Non-Residential)
397. Under current funding arrangements only those who choose to insure their properties against the risk of fire fund the NZFS. This applies irrespective of whether the property is residential or non-residential. Nevertheless the NZFS provides risk reduction, readiness and response services free to everyone irrespective of their insurance status. Thus, those who choose not to insure get a ‘free ride”. Since it is entirely impractical to compel people to insure, this is a flaw with any insurance-based funding model. 
398. The extent to which property is insured in New Zealand is difficult to determine authoritatively but the Insurance Council of New Zealand and the Commission generally agree that between 90% and 95% of all residential properties are insured. That implies that between 5% and 10% of all residential properties contribute nothing to funding the NZFS. 
399. The Panel was concerned that people who were uninsured were able to enjoy the benefits of a pre-funded fire service without contributing to it. The Panel gave considerable attention as to how to address this issue. It noted that some submitters advised that the free rider problem would be resolved if the fire services were funded from general taxation. This proposal was outside the Panel’s Terms of Reference. Some submitters also proposed a tax on property to address the issue, but this approach was rejected by the Panel for reasons outlined below.
400. The Panel investigated a range of other options to address the free rider problem. One option involved establishing a mechanism whereby uninsured property owners could subscribe voluntarily to fire service “membership” or face a charge in the event of fire service attendance at their premises. Subscription rates would be set at different levels for residential and non-residential property owners as would attendance charges.
401. It was acknowledged that many practical issues would arise in implementing such a regime. The Panel considered it unlikely that an uninsured person who lost their house in a fire or their car in a crash would be in a financial position (or willing) to pay a charge. There was also concern that such a regime would have a negative impact on the image of the fire services and firefighters and give rise to a reluctance to call the services for assistance.
402. Ultimately the Panel recognised free riders presented a complex mix of problems that could not be resolved in the time available. The Panel remains concerned, however, that the free rider problem tests the willingness of those who insure and thereby contribute their fair share to the NZFS and generally undermines confidence in the funding arrangements. 
	Recommendation 47

That the Commission investigates the free rider inequity that exists between those who insure and those who do not insure, resolves whether there are any practical solutions to the problem and recommends areas for further policy work to the Minister of Internal Affairs, if appropriate. 


403. The Panel’s recommendations retain an insurance based funding system but modify the base for calculating the amount of levy due. The Panel received advice that in recent times some corporates and agencies of government have sought to avoid Fire Service levy altogether by representing arrangements analogous to insurance such as discretionary benefit schemes, “rainy day” funds, provisions for major repairs and schemes for indemnification of related parties as being something other than insurance. It is not for the Panel to provide a detailed prescription for relief from this problem but it recommends that the Commission take technical advice to clarify the fundamental issue of what constitutes a contract of insurance or an arrangement analogous to a contract of insurance. Thereafter the relevant section of the Fire Service Act may be amended if necessary.
	Recommendation 48

That the new legislation clarify the terms “contract of insurance” and “arrangements analogous to a contract of insurance”. 


404. Several submitters referred to the problem of insurance being placed offshore to avoid levy. The legislation is quite clear that any property located in New Zealand and insured against the risk of fire is liable to pay levy regardless of whether the insurance is placed onshore or offshore. The Commission assured us that this is not a significant problem and that sound systems are in place to ensure levy is paid on New Zealand property insured offshore. 
Urban / Rural Equity   

405. The Panel heard from numerous submitters in the rural fire sector that funding arrangements are inequitable between the urban and rural fire regimes. 
406. The rural sector asserts that it pays levy on insured structures on the same basis as urban levy payers but receives an inferior standard of emergency response. In addition, a proportion of rural rates is usually directed towards the management and administration of RFAs and the maintenance of any voluntary rural fire forces in the district (although some councils use non-targeted rates to fund their rural fire authorities so urban residents as well as rural residents contribute). Finally, residents in rural areas may be required to meet the costs of suppressing any fires they caused, a risk many insure against. In summary there is a perception that rural residents pay three times for their fire protection compared to urban residents who pay only once. 
407. It is undeniable that some rural residents do not receive an “urban” standard of response measured in terms of the time it takes a fire appliance to attend a call for assistance. Data supplied by the Commission shows, however, that 81% of all New Zealanders live within 5 minutes travel time of a NZFS fire station, 95% within 10 minutes travel time and 98% within 15 minutes travel time.  The time it takes to process a 111 call and for a crew to assemble and get the appliance underway must also be taken into account when considering total attendance time but it is apparent that the vast majority of New Zealanders receive a timely response in a fire emergency.
408. For those living outside urban standards of response other, and arguably equally effective, means of fire protection are available. Advice on the best means of fire protection in remote locations is available free from the NZFS.  The argument that the funding of rural fire services from rural rates is inequitable can also be countered. A proportion of urban rates is also directed to fire protection in terms of the additional cost of constructing reticulated water supplies to meet the higher pressure and volume requirements for firefighting purposes. 

409. Contributions to the rural sector from the levy also suggest that the position is more equitable than it appears at first glance. These include the cost of:
· the National Rural Fire Officer and NRFA staff who coordinate, set standards for, and audit rural fire authorities;
· grants to rural fire authorities for a wide range of plant and equipment; 

· grants to cover the cost of suppressing vegetation wildfires where the costs cannot be recovered from liable parties;
· NZFS attendance at structure fires free of charge for as long as required to extinguish the fire; and 

· the first hour of NZFS attendance at vegetation wildfires free of charge. 
410. While it is not possible to precisely match levy receipts to urban and rural properties, a detailed report to the Commission in February 2010
 and later the National Rural Fire Advisory Committee found it was likely that rural residents contributed more in levy than the cost of levy-funded services delivered to them but that the imbalance was modest at best. The study also found that depending on how overhead costs were allocated the case could be made that urban levy payers were cross-subsidising rural levy payers. 
411. The fundamental issue is that insurance on forests, orchards, crops and grasslands is exempt from levy on the basis that the owners of these risks will take responsibility for managing them themselves. The entities established to facilitate this, RFAs, also have responsibility for other classes of fire in their rural district. However, most have contracted this responsibility out to the NZFS who make no charge for attendance at structure fires in rural areas. It is this conflict between funding streams and responsibilities that is at the heart of the tension between the urban and rural regimes. 

412. The Panel considers that by better aligning responsibilities with funding sources most of the urban rural equity concern would be addressed. From a pure funding perspective the Panel considered that the simplest way in which sources of funding could be aligned with the cost of services delivered would be to retain the mandate for RFAs to vegetation wildfires only and to assign responsibility for all other classes of fire and non-fire emergency interventions to a national fire, rescue and emergency response service that would be subject to improved governance arrangements discussed elsewhere in this report. From a service delivery perspective this approach would have major ramifications and in the time available the Panel was not able to take comprehensive advice and form a definitive view. Accordingly it recommends it as a direction for further investigation. 
	Recommendation 49

That, recognising the cost of providing rural fire services is currently met substantially from the owners of vegetation wildfire risks through existing mechanisms of rates and equitable funding contributions from stakeholders, the inequities between rural and urban levy payers be addressed by: 

· continuing to fund the Rural Fire Fighting Fund and National Rural Fire Authority grants to rural fire authorities for research, vehicles, communications capability, protective clothing and other equipment from the proceeds of the Fire Service levy in recognition that some rural levy payers do not receive an emergency response to urban standards;

· aligning the cost of providing all other “fire and rescue” services with funding from the proposed levies on insurance on residential and non-residential property and the transport sector; and

· commissioning further detailed work on the levels of funding required from the owners of vegetation assets and from the levy to determine the impact of this recommendation prior to it proceeding.


Additional Information and Modelling Required
413. In summary, the Panel’s review of the problems with the current levy arrangements identified three primary options for funding fire services in future. They were:
· an insurance-based levy calculated on premiums rather than indemnity value;
· the status quo modified to address the worst of the levy minimisation opportunities in the current levy provisions, including first loss and excess of indemnity; and 

· a levy on property.
414. The Panel also investigated subsets, combinations and variations of the three basic models that included:

· retaining an insurance-based funding model but shifting the base from contracts of fire insurance to contracts of material damage to ensure the fire service is funded to cover extreme weather events; and
· mixed models that included elements of the current provisions for residential properties, and a levy on premiums for non-residential property and contributions from the transport sector. 
415. The Panel commissioned high level modelling of the primary options from Infometrics with a view to understanding the dynamics of each model, the likely rates of levy necessary to generate sufficient funds for fire services, and how the incidence of the tax shifted under different models. All the models were set to generate the levy proceeds of $323 million forecast to be received by the Commission in 2012/13. 
416. For a variety of technical reasons the modelling must be considered indicative rather than authoritative. Information available from the Commission on the composition of its levy proceeds is limited to the relatively high level information it receives from insurers and others when they remit their levy payments. Furthermore, estimating the actual underlying amount for which residential property and personal property is insured is fraught given the statutory levy ceilings on these classes of insurance. Similarly, the effect of first loss policy constructions masks the underlying indemnity value of all insured non-residential property. In order to model any modified or alternative bases it will be necessary to include other information sources such as the Insurance Council’s published statistics of the total premium payments received by its members and Statistics New Zealand’s tables on gross capital formation. 
417. In this regard the Panel recommends that insurance companies and others who remit levy proceeds to the Commission should be required to supply more detailed information on the payments being made. This will allow the underlying levy base to be better understood so that there can be greater assurance that the levy has been correctly calculated and that adverse trends and unintended consequences can be identified early.
	Recommendation 50

That the prescribed form for levy returns from insurance companies be modified to provide additional information on the nature and location of the insured property, with the level of information to be graduated according to the amount of levy being reported.

	Recommendation 51

That the proposals for future funding of the NZFS set out above be modelled in detail before final decisions are taken.


Other Funding Options
A Property-Related Funding Model
418. The Terms of Reference required the Panel to identify future funding options based primarily on a levy on contracts of insurance. The Panel identified only one non-insurance based funding option it considered warranted further investigation. 
419. The option involved local government collecting a fire levy on the improved value of property in conjunction with the collection of rates for the delivery of local services and for funding the functions of regional government. On the face of it this option had several attractions. A number of Australian jurisdictions have recently moved to property-based funding models from insurance models. 
420. More detailed consideration of higher level constitutional concerns and lower level practical collection issues suggests the property-related funding model has some significant shortcomings in the current New Zealand context and the Panel does not recommend further work on the option at this time. 
421. The experience of the reform proposals of 2004 and 2007 referred to elsewhere in this report is that local government is highly protective of its primary funding base which is rates on local property. The power to rate local property is directly connected to the local government accountability regime. The latter affords local property owners a regular opportunity to express their views on how well their rates are being spent by councils and to remove their elected councillors from power and install others when they are not satisfied. At a time when local authorities are under pressure to keep their rates in check this could have an impact on the funding arrangements of a nationwide fire service. In this context it is easy to understand the reluctance of local government to collect rates from local property owners for the purposes of funding an agency of central government over which it has no financial influence or control. 
422. In the Panel’s view, mechanisms intended to offer local government some say in the expenditure of a fire rate on local property lead inevitably to demands that funds raised locally be spent locally. It is a short step from there to local Fire Boards and the loss of all the demonstrable benefits a unified national urban fire service has delivered since 1976. That is out of scope and was not considered further by the Panel. 
423. From a more practical perspective a number of other difficulties present themselves:  

· Large classes of property currently exposed to the levy on contracts of fire insurance are exempt from rates. (for example, Crown property, church property, and marae). While legislation could establish the liability of these properties to a fire rate, local government could object to collecting rates for a third party on properties it was not entitled to collect rates on itself. 
· Since the disestablishment of national valuation rolls maintained by the Valuer-General in the mid 1990s, local and regional governments have been free to construct and maintain their rating databases as they see fit. As a result there is no national property database on which a consistent fire rate could be authoritatively determined. The Commission would have to engage with many rating authorities to determine a rate with limited assurance that it would be applied on a consistent basis across the entire country. In the Panel’s view, that would put the Commission in no better position than it is in today with respect to the insurance companies and brokers. 
· Local government holds no information on the risks attached to the occupancies of local property. Thus, it would not be possible in the short-term to scale the fire rate according to the risk attached to the occupancy. Given insurance-related funding always has some risk-related element to it, adopting a rate-based funding approach would be a step backwards in terms of incentivising funders to manage down the risk themselves. In the longer term such risk information could be compiled and maintained as part of councils’ rating databases but this would be at considerable expense; an expense the Panel considered unjustifiable given the existence of good risk proxies in insurance-based funding arrangements. 
Alternative Funding Streams 

424. The Terms of Reference asked the Panel to look at other viable funding options and to consider how to better align the sources of funding with the services delivered. In this regard the Panel gave particular consideration to how two growing non-fire lines of service should be funded. 
Extreme weather events and natural disasters
425. The Panel considers that funding for fire services attendance at extreme weather and natural disaster related events is best captured by extending the current levy base from contracts of fire insurance to all contracts of material damage. 
Transport
426. The Panel received advice from the Commission that transport-related interventions comprise a material proportion of all fire service emergency response work. The Panel agrees that the transport sector should contribute to fire services funding to reflect in broad terms the cost of the interventions delivered to this sector. 
427. Many other agencies have a claim on funding from this sector and in this regard the Panel notes the fuel excise on a litre of petrol includes:
· 50.524 cents - National Land Transport Fund; 

· 9.90 cents - ACC Motor Vehicle Account;
· 0.66 cents - Local Authorities Fuel Tax; and
· 0.045 cents - Petroleum or Engine Fuels Monitoring Levy.

428. In addition, GST is collected on the overall price of fuel, including excise. The GST on excise amounts to 8 cents per litre. Diesel fuel does not include road transport related duties as diesel is also used for non- road application. Instead, diesel vehicles are required to pay a road user charge per 1,000 km distance travelled. The distance charge is calculated according to a formula that takes into account the weight of the vehicle and the configuration of its axles. 

429. Similarly, the annual licensing fee for motor vehicles includes other charges including a significant contribution to ACC funding. In the case of a petrol driven car this amounts to $198 out of a total of $288 for an annual licence. 
430. The Panel considered there are three principal options to attract a funding contribution from the transport sector:
· a levy on fuel;  
· a flat charge on an annual vehicle licence; and  
· a separately established rate of levy on vehicle insurance. 
431. The Panel is aware that designing a stable and equitable funding stream from this sector without disturbing the current funding arrangements of other agencies will prove a complex challenge. It is also apparent that any additional charge on petrol or diesel will have an inflationary effect (given that all goods and services include an element of transport costs) and that an additional charge on vehicle licences may deter some vehicle owners from licensing their vehicles. A separately established levy on vehicle insurance would suffer from the free rider problem and the Panel does not favour this option. 
432. The Panel is of the view that the transport sector should contribute to the costs of maintaining and operating the capability of the fire services to respond to transport-related emergencies because of the benefits that the capability delivers to that sector. Of the options available, the Panel considered that a levy on fuel was the most equitable. However, given the time available, the complexity of the exercise and the need for detailed modelling, the Panel was not able to recommend a preferred option. Instead, the Panel recommends that further work be undertaken on this issue by appropriate agencies to ensure that the transport sector makes an appropriate contribution to the fire services in New Zealand. 
	Recommendation 52

That appropriate agencies of central government, including those with policy responsibilities for the transport sector, be charged with the design of a mechanism to attract a contribution from the transport sector toward the costs of maintaining and operating New Zealand’s fire services for their fire and rescue roles.  


The Crown Contribution to Commission Funding 

433. The Crown is a very large owner of property in New Zealand. Many of its properties, including hospitals, schools, corrections facilities, state houses and the buildings in the parliamentary precinct, present special risks that place heavy demands on fire services resources. The strength of the Crown’s balance sheet enables Crown organisations with large, geographically dispersed property portfolios to consider risk management strategies that employ a minimal amount of insurance cover. The Panel was advised that in some cases, Crown properties are uninsured and in other cases are covered by variations of first loss and excess of indemnity policy constructions. 
434. It was not for the Panel to debate the risk management strategies of Crown organisations. The Panel submits, however, that the recommendations on funding are essentially insurance-based, which means that  the levy should be based on premium rather than indemnity value and applied to policies of material damage rather than just fire insurance. This has financial implications for the Crown. If Crown organisations retain their current insurance arrangements, then Crown-owned properties will contribute a fairer share of Fire Service’s funding. However, it is not possible to accurately determine the quantum of contribution, as the wider levy pool generated as a result of the Panel’s recommendations should enable the rate of levy to be reduced. 
Funding Conclusions  

435. In summary then, the Panel considers that the problems identified with the current levy arrangements can be best addressed by   
· shifting the levy base for non-residential property from a levy on the amount for which property is insured to a levy on premiums; 
· extending the levy base for non-residential property from contracts of fire insurance to all contracts of material damage; 
· retaining the present levy arrangements for residential and personal property but with the caps adjusted from their 1994 levels to the equivalent levels in the property market today; 

· attracting an appropriate contribution from the transport sector; and  

· continuing to permit charging for attendance at non-fire incidents where the beneficiary of the service has not made a contribution to the capability. 
	Recommendation 53

That the Fire Service levy provisions and other funding arrangements be amended to:
· shift the levy base for non-residential property from a levy on the amount for which property is insured to a levy on premiums; 

· extend the levy base for non-residential property from contracts of fire insurance to all contracts of material damage; 

· retain the present levy arrangements for residential and personal property but with the caps adjusted from their 1994 levels to the equivalent levels in the property market today; 

· attract an appropriate contribution from the transport sector; and  

· continue to have the discretion to charge for services delivered, with the exception of attendances at fires and other emergencies for which fire services are pre-funded under the new funding arrangements. 


436. The Panel considers this mixed system best addresses the range of problems brought to its attention by submitters. However, if further work suggested that premiums were too volatile to rely on as a sustainable funding base, then the Panel recommends a similarly mixed funding system as above, but with an alternative to using premiums. This would be to modify the existing levy arrangements on non-residential property to address the most significant of the current levy reduction mechanisms. 
	Recommendation 54

That, in the event further work suggested that a levy on premiums on insured non-residential property was not a suitable base for fire service funding, then the existing base for non-residential property be retained but with the provisions redrafted to limit the most significant opportunities for levy minimisation. 


5. Implementation of recommendations and future evaluation of fire services

Phasing of recommended changes in stages
437. While the Panel acknowledges that many of the recommendations made in this report require legislative change to take effect, there are a number of recommendations that can be implemented without legislative amendment. These are:
· recommendation 1:   developing a vision and long-term strategy;

· recommendations 10 to 15:   establishing the Emergency Services Chief Executives Forum;

· recommendations 16 to 23:   enhancing and supporting the role of volunteers;

· recommendation 25:   committing greater resources to the fire safety promotion programme;

· recommendation 26:   taking a more rigorous risk-based approach to allocating resources between reduction and response;

· recommendation 35:   undertaking an independent baseline review of the Commission’s capability and expenditure;

· recommendations 36 to 38:   improving the Commission’s strategic planning and accountability;

· recommendations 40 and 41:   facilitating voluntary uptake of ERFDs;

· recommendation 47:   investigating the free rider problem;
· recommendation 51:   modelling funding options in detail; and 

· recommendation 52:  investigating the options for attracting a funding contribution from the transport sector. 
Evaluation

438. To evaluate the impact of the decisions taken as a result of this Report, the Panel recommends:
	Recommendation 55
That a further review of New Zealand’s fire services be undertaken five years after the enactment of any new legislation resulting from the recommendations contained in this report. 


Appendices

Appendix 1: Terms of Reference for the Fire Review Panel 

Purpose 

The Fire Review Panel (the Panel) is appointed to provide independent advice to the Minister of Internal Affairs (the Minister) about how the Government can achieve: 

· a clear mandate and operating platform for fire services’ functions; 

· effective, efficient fire service operations that will provide value for money in the future; and 

· a sustainable, stable and equitable funding system for fire services. 

The review is the first phase of any reform of New Zealand’s fire services arrangements. 

Context 

There is an expectation that modern twenty-first century fire services operate effectively, efficiently, and seamlessly with the roles performed by other emergency service providers. Cabinet has agreed to a review of fire services to ensure fire services work efficiently and effectively and continue to provide value for money in the future [CAB Min (12) 21/6 refers]. 

Current context 

New Zealand’s dual urban and rural fire management systems are governed under two closely interlinked Acts – the Fire Service Act 1975 (FSA) and the Forest and Rural Fires Act 1977 (FRFA). The FSA establishes the New Zealand Fire Service Commission (the Commission) as a Crown entity and the New Zealand Fire Service (NZFS), for which the Commission is responsible. There are also 74 rural fire authorities, established under and operating in accordance with the FRFA. The Commission is also the National Rural Fire Authority (NRFA), and has responsibility for the coordination of rural fire management by the rural fire authorities. 

Funding arrangements 

The Commission/NZFS and rural services are funded from two separate systems. The Commission and NZFS are funded almost exclusively from a levy calculated on the amount for which property is insured against the risk of fire. Rural fire authorities are funded predominantly through local authority rates (or departmental appropriations for the Department of Conservation and New Zealand Defence Force). 

The problem 

New Zealand’s fire services currently face a number of problems. The activities performed by our fire services, particularly the NZFS’s capability to deal with non-fire emergencies, have developed over time in response to community demand. As a result, formal accountability for functions performed by the fire services does not match operational reality, and some of the activities they perform overlap with those of other emergency service providers. Funding arrangements for fire services do not align with the functions undertaken, and do not necessarily provide a stable and sustainable base. 

Scope of work 

Cabinet has agreed for the Panel to provide advice on how the following outcomes might be achieved: 

· Outcome 1: that New Zealand’s fire services have a clear mandate and operating platform for the functions they perform, and that it is clear how those intersect with functions performed by other emergency services providers; 

· Outcome 2: that the Commission and fire services are organised and operating as effectively and efficiently as possible and will provide value for money in the future; and 

· Outcome 3: that there is sustainable, stable and equitable funding for fire services, with the sources of that funding aligning with the functions that they perform 

Outcome 1: Fire service functions and operating platform

The Panel will: 

· assess the current NZFS and rural fire authority functions and how these intersect with roles of other emergency management agencies and services providers, including; 

· ambulance services and rescue organisations; and 

· the National Controller, Civil Defence Emergency Management (CDEM) Groups, and group and local controllers established under the Civil Defence Emergency Management Act 2002; 

· analyse any gaps or overlaps in the delivery of first response emergency services involving the NZFS and other fire services, and identify options for future roles and functions of New Zealand’s fire services; and 

· provide recommendations on future statutory and non-statutory functions for New Zealand’s fire services, including the impacts of those recommendations on other services and how they might be managed. 

Outcome 2: Effective and efficiently organised fire services 

The Panel will: 

· assess New Zealand fire services by looking at: 

· current and future client bases, including demographic changes; 

· capability trends, including resources and human capital; and 

· strategic expenditure needs, including planning and asset management; 

· consider and analyse options for governance and structure that would enable New Zealand’s fire services to operate as efficiently and effectively as possible, while taking into account: 

· the historical assumptions about staff numbers and their location (to ensure that the NZFS has an optimal mix of paid and volunteer fire-fighters); 
· the economic value that government and communities receive from volunteers in our fire services, and measures to enable and encourage volunteers’ service, including considering competing demands by other emergency service providers; 

· the Commission’s capital investments including the building types and location of fire stations, and the types of fire appliances, communications systems and other investments; 

· the appropriate mechanism for asset management (including depreciation) and renewal, including the level of reserve funds; and 

· other activities, such as its training facilities and research grants; and 

· provide recommendations on how the Commission’s business operating model could be improved, and when and how any such changes could be implemented. This may include changes to: 

· provide a modern Crown agent organisational form that is consistent with the Crown Entities Act 2004,
 or more substantial changes to organisational form; and 

· accelerate the amalgamation of rural fire authorities, in accordance with the objectives of the Enlarged Rural Fire Districts programme. 

Outcome 3: Fire service funding 

The Panel will: 

· assess the Commission’s funding base data and identify future funding options, based primarily on a levy on insurance contracts; 

· undertake an analysis of future funding options against the following criteria: 

· provide sufficient funding to ensure the fire services can perform the functions agreed by Government; 

· be administratively simple to calculate and collect; 

· be stable and predictable; 

· be equitable so that: 

(a) 
those who receive the various services performed by the NZFS contribute to the costs for both fire and non-fire related activities; and 

(b) 
levy payers in rural fire districts receive benefits that reflect their needs and contribution; and 

· minimise distortions in investment decisions, insurance price and coverage; and 

· provide recommendations for the Commission’s future funding base so it can be more sustainable, stable, equitable and commensurate with future functions and business operating model, including: 
· how improvements could be made to the current insurance-based levy; 

· whether there are other viable funding sources; and 

· the impacts of those recommendations on other services and how they might be managed. 

In addition to the above, the Panel may also provide advice on any other issues it determines are relevant. 

Outside scope 

The Panel will not provide advice on whether: 

· New Zealand needs a national fire service in the form of the NZFS; 

· the NZFS should maintain its core fire-related roles; 

· management of fire on forest and rural lands should be provided by rural fire authorities; 

· the NZFS should be funded by the Crown; and 

· the industrial relations framework applying to firefighters should be reformed. 

Scope clarification 


Where the Panel and Department of Internal Affairs (the Department) are unable to determine whether an issue is within scope, or become aware that an interested party has a different view than the Panel and the Department on whether an issue is within scope, the Panel Chair and Department may jointly seek a determination from the Minister as to whether he considers the issue to be within scope. 

Deliverables 

The Panel will develop a project plan to meet four stages of work: 

· Problems identified and substantiated by evidence; 

· Range of potential options identified; 

· Key options identified; and 

· Options fully developed and assessed, and recommendations drafted. 

Interim report 

The Panel will provide the Minister with an interim report by Tuesday 2 October 2012 outlining the analysis undertaken to date under the stages of work outlined above. 

Draft final report 

The Panel will provide a draft final report to the Department by Tuesday 4 December 2012. 

Final report 

The Panel will provide advice to the Minister no later than Tuesday 11 December 2012 in the form of a final report with recommendations. 

Consultation 

· It is not intended that the Panel will undertake extensive consultation. However, in undertaking its work the Panel is to adopt a collaborative approach with relevant stakeholders, and may invite focused input from selected organisations and individuals as appropriate, including but not limited to: 

· the Commission (including the National Rural Fire Authority), New Zealand Police, Local Government New Zealand, the United Fire Brigades’ Association of New Zealand, the New Zealand Professional Firefighters Union, and National Ambulance Sector Office; 

· the Ministries of Civil Defence and Emergency Management, Defence, Health, Primary Industries, Business, Innovation and Employment, and Transport
; 
· the Departments of the Prime Minister and Cabinet and Conservation; 

· other central agencies including the State Services Commission (particularly in respect to the machinery of government), the Treasury, the Accident Compensation Corporation, Te Puni Kōkiri, Canterbury Earthquake Recovery Authority, and New Zealand Defence Force; 

· St John Ambulance, and Wellington Free Ambulance; and 

· any relevant professional, employer, or insurance industry bodies. 

Appendix 2: Panel Consultation Meetings

The Panel held consultation meetings with the following agencies and organisations:

· New Zealand Police

· St John 
· The Treasury

· New Zealand Professional Firefighters Union

· New Zealand Fire Service Commission

· Wellington Free Ambulance

· National Ambulance Sector Office

· State Services Commission

· Department of the Prime Minister and Cabinet

· Department of Internal Affairs 

· Ministry of Civil Defence and Emergency Management

· Insurance Council of New Zealand

· Public Service Association

· Auckland Council
· United Fire Brigades’ Association
Appendix 3: Panel Site Visits

The Panel undertook several site visits to gain practical knowledge of the operations of the fire service and other emergency services. The Panel visited the:

· 111 Communication Call Centres for Ambulance, Fire and Police in Wellington; and
· Wainuiomata and Avalon Fire Stations.

Christchurch: Panel members also visited a number of sites where there were innovative operations happening in Christchurch since the earthquakes, including co-location of emergency services.

The Southland region: The Panel was advised that the Southland region is advanced in its development of an ERFD. The site visits in Southland also provided the Panel with experiences of three established co-location sites for emergency services, at Invercargill, Kingston and Lumsden.

Appendix 4: Submissions Received by the Panel

The Panel undertook a focused consultation round where it invited key stakeholders to make a submission on the Terms of Reference of the Review. The Panel received submissions from the following consultation parties and submitters:

· Ambulance New Zealand

· Business New Zealand

· Canterbury Earthquake Recovery Authority

· Department of Conservation

· Enlarged Rural Fire Districts Forum

· Federated Farmers of New Zealand

· FMG

· Forest and Rural Fire Association of New Zealand

· IAG New Zealand
· Insurance Brokers Association of New Zealand

· Insurance Council of New Zealand

· Local Government New Zealand

· Maritime New Zealand

· Ministry for Primary Industries

· Ministry of Business, Innovation and Employment

· Ministry of Civil Defence and Emergency Management

· National Ambulance Sector Office

· New Zealand Defence Force

· New Zealand Police

· New Zealand Retailers Association

· New Zealand Search and Rescue Council

· New Zealand Fire Service Commission
· New Zealand Forest Owners Association

· New Zealand Professional Firefighters Union

· Property Council of New Zealand

· St John 

· Tararua District Council
· Tower Insurance
· United Fire Brigades’ Association of New Zealand

· Wellington Free Ambulance
The Panel heard oral submissions from those in the above list who wished to present on their submissions.

Appendix 5: Possible approach for determining changes to mandate
The Panel has briefly outlined a potential approach that could be used in determining a mandate change for the fire services. The Emergency Services Chief Executives Forum, once established, could further develop the model. 
· Step 1: An application for mandate change is received by the equivalent of the National Commander (NC)/National Rural Fire Officer (NRFO) under the new fire services legislation OR the NC/NRFO initiates a process on advice.

· Step 2: The NC/NRFO considers the application against certain criteria. If satisfied, a report seeking Approval in Principle (AIP) is submitted to the Commission. The report would contain evidence of the need for change, budget considerations, and implications for other services. This AIP would allow the Commission to decline an application if it considered it was not warranted.

· Step 3: The AIP is submitted to the Emergency Services Chief Executives Forum for consideration, not approval, within a defined time period. This would allow other services to assess the impact on them, as well as considering whether the new mandate should be carried out by the NZFS or not, and which agency should be mandated for it.

· Step 4: The NC/NRFO decides, after considering the response from the Forum, whether to submit a formal application, containing the views of the Forum, to the Commission. If so:

· Step 5: The Commission, if agreed, recommends the change to the Minister.

· Step 6: The Minister, if agreed, prepares an Order in Council. The mandate change is approved, and a suitable limitation of liability provision is established, in accordance with the redrafted legislation proposed in this report.
Appendix 6: Excerpt from Preparing the Statement of Intent Guidance and Requirements for Crown Entities issued by the Treasury in October 2012
Timetable for presentation to the House

Statutory Crown entities are expected to prepare their  Statement of Intent (SOIs) in time for them to be presented to the House of Representatives on the day after Budget Day (usually mid-May). This aligns Crown entities with the departmental timeline, and encourages greater cross-sector planning and collaboration. It also provides Select Committees with more information when they consider the Estimates. If adherence to this timetable is not practicable, an entity may table later but must still comply with the statutory requirements. However, it is expected that entities will adjust their processes to meet the earlier timetable. Crown entities that wish to defer tabling to the Crown Entities Act requirement, must inform their Minister two weeks in advance of the Budget Day timeframe. In the past few years, Budget Day has been in mid-to-late May.
Statutory Requirement under the Crown Entities Act
146. Process for providing statement of intent to responsible Minister

(1) A Crown entity that is required to prepare a statement of intent must provide it to its responsible Minister.

(2) The process that must be followed in providing a statement of intent is as follows:

(a) the Crown entity must provide a draft statement of intent to its responsible Minister by whichever is the later of—

(i) 30 days before the start of each financial year; or

(ii) if the Crown entity's financial year ends on 30 June, the date that the first Appropriation Bill relating to a financial year is introduced into the House of Representatives in accordance with section 12 of the Public Finance Act 1989; and

(b) the responsible Minister must provide to the entity any comments that he or she may have on the draft no later than—

(i) 14 days before the start of the financial year, if subsection (2)(a)(i) applies; or

(ii) 16 days after receiving the draft, if subsection (2)(a)(ii) applies; and

(c) the entity must consider the comments (if any) on the draft and provide the final statement of intent to its responsible Minister—

(i) on or before the start of the financial year, if subsection (2)(a)(i) applies; or

(ii) 30 days after the draft was supplied to the responsible Minister, if subsection (2)(a)(ii) applies.

Appendix 7: List of Reports on Fire Service Funding Since 1994

· Final Report of The Fire Service Levy Working Party, June 1994
· The Provision and Funding of Fire Services – Some Broader Perspectives, New Zealand Business Roundtable, March 1995

· Property-Based Funding Scheme for the New Zealand Fire Service, Coopers and Lybrand, August 1996

· Paying for our Fire Services – New Zealand in the International Context, New Zealand Fire Service Commission Policy Unit, February 1997

· Where Have the “Lost” Fire Levies Leaked to?,  Grant Gillon, May 1998

· Report on New Zealand Fire Service Commission: Adequacy of the Arrangements to Ensure that the Fire Service Levy Is Properly and Fully Paid, Office of the Controller and Auditor-General, July 1998

· Improved Delivery of Fire Services, Chen & Palmer, December 1998

· Fire Service Levies – A Configuration of the Legal Problems and Possible Solutions, Chen & Palmer, December 1998

· Report of the Inquiry into the New Zealand Fire Service Commission, Internal Affairs and Local Government Committee, December 1998

· New Zealand Fire Service Financial Reporting and Management – An Issues Paper, Cowles Mitchell Beadon Associates Ltd, January 1999

· User Pays and Fire Services, Chen & Palmer, February 1999

· New Fire Legislation – The functions and structure of New Zealand’s fire and rescue services, Department of Internal Affairs, December 2004

· Review of New Zealand Fire Services Leaders’ Forum, Martin Jenkins & Associates, July 2006

· New Fire Legislation – A framework for New Zealand’s fire and rescue services and their funding, Department of Internal Affairs, April 2007

· Review of the Fire Service Model, Castalia Strategic Advisors, March 2012

· A Review of Fire Service Funding in New Zealand, Wheeler and Campbell Securities Limited, Undated

· Paying for NZFS Services Under the Proposed Property-Based Funding Regime, New Zealand Fire Service Commission Policy Unit, Undated

Appendix 8: Eighteen Year Levy History

The table below presents levy receipts in the form of an index. Series are expressed in index number form set at 1000 for 1994. The table separates the growth in levy attributable to increases in the underlying amount for which property is insured from increases in the rate of levy and contrasts those with the indices for capital goods and consumer prices. The figure below represents the same data in graph form. 
Table 9: Revenue and Levy measured from 1994 base
	Year
	Revenue
	Rate of Levy
	Implied Base
	Capital Goods Price Index
	Consumers Price Index

	1994
	1000
	1000
	1000
	1000
	1000

	1995
	1002
	1000
	1002
	1015
	1033

	1996
	1001
	1000
	1001
	1027
	1060

	1997
	919
	1000
	919
	1021
	1081

	1998
	1094
	989
	1107
	1015
	1094

	1999
	1064
	726
	1465
	1016
	1099

	2000
	1186
	783
	1514
	1031
	1108

	2001
	1216
	1022
	1189
	1071
	1145

	2002
	1413
	1177
	1200
	1091
	1172

	2003
	1446
	1177
	1228
	1099
	1200

	2004
	1503
	1177
	1276
	1123
	1221

	2005
	1592
	1177
	1353
	1164
	1254

	2006
	1626
	1177
	1381
	1200
	1297

	2007
	1714
	1177
	1456
	1244
	1332

	2008
	1786
	1177
	1517
	1275
	1373

	2009
	1915
	1216
	1575
	1329
	1418

	2010
	1925
	1226
	1570
	1336
	1444

	2011
	1978
	1226
	1614
	1337
	1499

	2012
	2082
	1226
	1698
	1347
	1533


“Revenue" column is actual levy proceeds expressed as an index where the base year is 1000. 

"Rate of Levy" column is changes in the rate of levy expressed as an index where the base year is 1000.  

"Implied Base" column is the implied amount for which property is insured derived from rate of levy and revenue.

The actual growth rates from 1993 to 2012 were:
· revenue 4.2% annually; 
· levy rates 1.1% annually; and

· implied levy base 3.0% annually.

The data implies the following trend rates of growth:

· revenue 4.6% annually;
· levy rates 1.8% annually; and
· levy base 2.8% annually.
Figure 9: Revenue and Levy trends measured from 1994 base
[image: image12.emf]0

500

1000

1500

2000

2500

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014

Revenue

Levy

Base

Linear (Revenue)

Linear (Levy)

Linear (Base)


Glossary
	Accredited agency
	A service provider who has been given the authority to carry out an emergency function by the organisation with the primary mandate for that function. 

	Attendance charge
	A proposal that a sum of money be paid after an incident for the Fire Service attending that incident.

	Campaign fires
	A vegetation fire lasting for several days or weeks, which requires a major commitment of resources.

	Cap
	A statutory limit on the sum on which the Fire Service levy is calculated.

	Chief fire officer
	The officer in charge of a Fire District.

	Civil Defence Emergency Management  (CDEM) Groups
	Constituted under the Civil Defence Emergency Management Act 2002 to be responsible for civil defence emergency management in a region.

	Contingent capability
	Resources employed day to day in normal commercial operations, but available at short notice to be deployed to a fire. 

	Coordinating Executive Group (CEG) 
	Constituted under the Civil Defence Emergency Management Act 2002 to advise CDEM Groups and implement decisions 

	District
	The geographic area covered by a Fire Authority

	Emergency
	An incident which is a threat to either property or life.

	Emergency Services Chief Executives Forum
	A proposed body to recommend the allocation of new functions for emergency services.

	Enlarged Rural Fire Districts
	A Rural Fire District established as a body corporate covering many different land tenures, which has responsibility for a geographic area rather than a specific vegetation asset.

	Evacuation schemes
	A scheme for evacuating people from commercial/industrial buildings in accordance with the Fire Safety and Evacuation of Buildings Regulations 2006.

	Fire Authority
	The statutory body responsible for rural fire protection in a district (see Rural Fire Authorities below).

	Fire brigade
	A unit of NZFS fire appliances and firefighters.

	Fire district
	An area, usually defined by reticulated water supply, in which the Chief Fire Officer is obliged to respond to fires.

	Fire Service 
	The employees of the New Zealand Fire Service Commission and every volunteer fire brigade registered with the Commission.

	Fire Service Council
	The statutory body from 1950 to 1974 with the role of standard setting and co-ordination of fire boards.

	Fire Service levy
	A levy paid to the New Zealand Fire Service Commission calculated on the amount for which property is insured against the risk of fire.

	fire services
	The Fire Service, rural fire forces, New Zealand Defence Force fire brigades and industrial fire brigades.

	First loss
	An insurance arrangement where the sum insured in the policy is the maximum foreseeable loss in a single event (usually the most valuable building in the portfolio).

	Free Rider
	Someone gaining the benefit of fire protection but not contributing to the costs.

	Insurance base
	The total value which is liable for Fire Service levy, that is the amount for which all property is insured against the risk of fire (current) or the total premium paid on all contracts of material damage (proposed).

	Insured value
	The value for which an asset is insured. This may differ from its replacement value.

	Letter of expectations
	Expresses the Government’s expectations of the Crown entity for the coming year.

	Limitation of liability
	The provisions of the Acts that constrain people from instituting claims for damages against firefighters and other members of the fire services, or provide defences to claims for damages.

	Mandate
	Statutory responsibility for ensuring that the capacity exists, and is maintained, to respond to an emergency.

	Material damage
	Physical damage to property caused by any means, including fire.

	National commander
	The statutory officer with responsibility for the operational activities of the Fire Service.

	National Rural Fire Authority (NRFA)
	The name of the Commission when it exercises some of its rural fire functions.

	National Rural Fire Advisory Committee (NRFAC)
	A committee advising the Commission on rural fire.

	National Urban Fire Advisory Committee
	A proposed committee to advise the Commission on urban fire.

	Non-residential insureds
	Commercial/industrial property owners who have contracts of fire insurance.

	National Rural Fire Officer (NRFO)
	The statutory officer within the New Zealand Fire Service responsible for advising the Commission on rural fire responsibilities issues.

	New Zealand Fire Service Commission. Also NZFSC, FSC, Commission
	The body appointed to govern the New Zealand Fire Service.

	Personal property
	Physical property owned by a person or company.

	Pre-funding
	Paying for the capability to respond to an emergency, so it is available when an emergency occurs. 

	Premium
	A sum of money paid to an insurance company by a property owner in exchange for the insurance company indemnifying the owner against loss of, or damage to that property. 

	Principal Rural Fire Officer (PRFO)
	The person employed by a rural Fire Authority to manage fire prevention and response.

	Red fleet
	Vehicles used by the NZFS in the extinction of fires and other emergency operations.

	Resilience
	Ability to withstand and recover from emergencies.

	Rescue
	An emergency involving the saving of life.

	Risk-based approach
	Focusing on reducing the risk of an incident happening rather than responding after it has happened.

	Rural Fire Authorities (RFAs)
	Fire Authorities are often referred to as Rural Fire Authorities to indicate their role.

	Rural fire committees
	The governance body for rural fire districts.

	Rural Fire Districts
	An area usually based around protecting a particular asset from vegetation fire.

	Rural fire services
	Rural fire forces, New Zealand Defence Force fire brigades

	Service delivery standards
	Nationwide standards to ensure that responses to incidents are consistent across the country.

	Standing costs
	Costs of a fire brigade, irrespective of how many fires are attended.

	Statement of Intent (SOI)
	An annual document published by Crown entities outlining their activities for the year.

	Subscription
	A proposal that a sum of money be paid annually to the Commission by a person or company without a contract of fire insurance.

	Suppression
	Control or containment of a fire.

	Territorial authority
	District and City Councils, Auckland Council, and Chatham Islands Council.

	Uninsureds
	People or organisations who are not insured by choice or circumstance.

	Urban area
	An area used mainly for commercial, industrial  or residential purposes.

	Vegetation
	Any growing material, including grass, scrub and trees.

	Voluntary rural fire force
	A fire force set up by a rural fire authority under the Forest and Rural Fires Regulations 2005.

	Volunteer brigades
	A fire brigade under the Fire Service Act registered with the New Zealand Fire Service Commission.

	White fleet
	Fire Service vehicles operated by administrative, fire safety staff. 
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� 	New Zealand’s fire services fall within the portfolio of responsibilities for the Minister of Internal Affairs.


� 	Page 1 Terms of Reference for the Fire Review Panel.


� 	New Fire Legislation – A framework for New Zealand’s fire and rescue services and their funding, Department of Internal Affairs, April 2007, page 9.  A current specific use of the “four Rs” is in the National Civil Defence Emergency Management Strategy: � HYPERLINK "http://www.civildefence.govt.nz/memwebsite.NSF/Files/National_CDEM_Strategy/$file/National-CDEM-strategy-2008.pdf" ��http://www.civildefence.govt.nz/memwebsite.NSF/Files/National_CDEM_Strategy/$file/National-CDEM-strategy-2008.pdf�.


� 	Terms of Reference for the Fire Review Panel, Page 1.


� 	Defined in the Fire Service Act as an “area used mainly for commercial, industrial or residential purposes”.


� 	Fire and Emergency Services – International Best Practice Report, Department of Internal Affairs memorandum to the Fire Review Panel, November 2012.  The Fire and Rescue Act 2004 is an Act of the Parliament of the United Kingdom.  Most provisions apply only in England and Wales.  A few sections apply in Scotland and none in Northern Ireland.    


� 	The Economic Cost of Wildfires, BERL report for the New Zealand Fire Service Commission, 2009.


� 	As a matter of form, Cabinet would require departmental chief executives to be members of the Forum and invite the chief executives of Crown Entities and NGOs to be members.


� 	The Panel is aware that the Government is currently undertaking a review of 111 calling and that the results of the review and any implementation of the recommendations in this Report should be aligned.     


� 	Contingent capability refers to resources that are available for deployment to fires at short notice, but are otherwise assigned to other day-to-day commercial operations. 


� 	Examples of NZQA qualifications for working at rural fires include the National Certificate in Fire and Rescue Services (Vegetation) Levels 1-5 and the National Diploma in Fire and Rescue Services (Vegetation) Level 1.


� 	Sources: Non-profit Institutions Satellite Account: 2004, Statistics New Zealand, 2007 and New Zealand Non-profit Sector in Comparative Perspective, Office for the Community and Voluntary Sector, 2008. 


� 	Fire Research Report, Price Waterhouse Coopers, 2009, page 44.


� 	ibid,  page 45.


� 	Annual Report for the year ended 30 June 2011, New Zealand Fire Service Commission, page 36.


� 	Source: � HYPERLINK "http://www.fire.org.nz/Research/Current-Round/Pages/Current-round.aspx" ��http://www.fire.org.nz/Research/Current-Round/Pages/Current-round.aspx�.


� 	Issues from a Crown Entity Monitoring Perspective, Department of Internal Affairs memorandum to Fire Review Panel, October 2012.


� 	Section 27, Crown Entities Act 2004.


� 	Source: � HYPERLINK "http://www.treasury.govt.nz/publications/guidance/strategy/soi-ces/soi-ces-oct12.pdf" ��http://www.treasury.govt.nz/publications/guidance/strategy/soi-ces/soi-ces-oct12.pdf� 


� 	If the State Sector Reform Bill is passed, the default will be for SOIs to be tabled three-yearly.


� 	Preparing the Statement of Intent – Guidelines and Requirements for Crown Entities, The Treasury, October 2012.


� 


� 	The Economic Cost of Wildfires, BERL report for the New Zealand Fire Service Commission, 2009.


� 	The Economic Cost of Wildfires, BERL report for the New Zealand Fire Service Commission, 2009.


� 	Source: NRFA.


� 	Source: New Zealand Fire Service Commission.


� 	Source: New Zealand Fire Service Commission Levy Assurance Division.


� 	Source: New Zealand Fire Commission Levy Assurance Division.


� 	The Economic Cost of Wildfires, BERL report for the New Zealand Fire Service Commission, 2009.


� 	Fire Service Levy – Urban Rural Equity, New Zealand Fire Service Commission, February 2010


� 	Source:  � HYPERLINK "http://www.aa.co.nz/motoring/owning-a-car/petrolwatch/petrol/" ��http://www.aa.co.nz/motoring/owning-a-car/petrolwatch/petrol/�.


� 	For example, organisational accountabilities are compromised because the two Acts allocate functions directly to local statutory officers, rather than to the responsible Crown entity to delegate. 


� 	The Ministry of Transport also includes New Zealand Search and Rescue, which represents the collective search and rescue interests of the New Zealand Defence Force, Maritime New Zealand, Civil Aviation Authority, the Department of Conservation and New Zealand Police.
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