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Action sought 

  Action sought  Deadline  
Hon Grant Robertson 
Minister Responsible for 
the Earthquake 
Commission 
 
Hon Dr Megan Woods 
Minister for Greater 
Christchurch 
Regeneration 

Agree to recommendations regarding: 
• Requirements on recipients to carry out 

repairs; 
• Capping payments at RV; 
• Limiting payments to limits held by 

insurance policies of previous owners;  
• Limitations on the Crown’s contribution to 

reflect any homeowner responsibilities; and 
• Confidentiality of payments. 

12.00 p.m. Wednesday 14 
August 2019  

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Steve Cantwell Principal Advisor, 
Earthquake Commission 
Policy Team (wk) (mob) 

 

Helen McDonald Manager, Earthquake 
Commission Policy Team 

 

(wk) (mob) 

 

Minister’s Office actions (if required) 

Return the signed report to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

  

 

Enclosure: No

[23]

[23]

[39]

[39]
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Treasury Report: On-Sold Canterbury Properties: Further Decisions 

Following Cabinet 

1. The purpose of this report is to seek decisions from you on elements of the support 
package for on-sold owners, agreed at Cabinet on Monday 12 August 2019. 

2. Consideration is urgent as the support package is expected to be announced on 
Thursday 15 August.  Design decisions made before 15 August can inform the 
announcement, or responses to questions on the day of announcement.  Deferring the 
decisions is an option, but would provide less certainty at the time of announcement.      

Background 

3. Cabinet agreed a support package for owners of on-sold properties on 12 August 2019.  
Key Cabinet agreements included (underlining is added for this report):  

• agree that the objectives of this package include to provide remedies to support a fair, 
timely, and enduring resolution of the social issues arising from uncompensated 
damage to on-sold properties from inadequate EQC commissioned repairs or damage 
missed from the EQC assessments;  

• agree that any payment cover either the over-cap cost to repair earthquake damage 
missed from EQC assessments or the cost to correct non-compliant EQC repairs; 

• agree that the EQC be able to discount or exclude a claim on any property to the 
extent that that property is covered by a private insurance policy or any other relevant 
compensatory regime;  

• agree that the EQC be able to discount or exclude any claim that has settled at a 
significant discount to the assessed market value of a comparable property without 
unrepaired earthquake damage on account of its condition (e.g. properties with 
unrepaired earthquake damage sold on an “as is where is” basis);  

• note that payment for repairs will be subject to terms and conditions that may, for 
example, cap payment at the current cost to replace or reinstate the building or may 
include requirements to ensure that covered building repairs are completed; and 

• authorise that the Minister Responsible for the Earthquake Commission and the 
Minister for Greater Christchurch Regeneration (the Hon Dr Megan Woods) may 
establish any other technical terms, conditions, criteria, or exclusions necessary to give 
effect to this package. 

4. Paragraph 64 of the Cabinet paper also noted in part: 
“To ensure the EQC does not overcompensate owners, officials have indicated that 
they intend to provide me advice on terms and conditions that may include:  
 

1.1. financial caps or partial limitations on the Crown’s contribution to reflect the 
homeowner’s responsibility to inspect the property pre-purchase; 

 
1.2. a cap payment at either the current cost to either replace or reinstate the 

property or the rateable value to avoid the cost of non-economic repairs; or 
 

1.3. limitations on payment where the owner is unable to display a credible 
intent to complete the relevant repairs; or 
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1.4. the option to make payment on receiving receipts for building work 

completed” 
 

Analysis 

5. Officials exploring potential terms and conditions have identified several issues that 
warrant you having an opportunity to make a decision on prior to announcement, so 
associated announcement materials can feature a substantive rather than holding 
position.  The issues are discussed below.  
 

Should homeowners be required to use any monies received to conduct 
repairs? 

6. Cabinet noted that conditions “…may include requirements to ensure that covered 
building repairs are completed.”  Do you want to generally require recipients of the 
support payments to use any monies received to conduct repairs?   

7. If so, the announcement should give an early indication that homeowners will be 
required to spend the monies to repair their homes.  The support package would then 
require at least a statutory declaration that the monies will be used to repair the house.  
In addition, there could be requirements with regard to a signed building contract as 
well as some form of progress payments or receipts required for payments.  These 
details do not need to be entirely resolved prior to announcement. 

8. Table 1 summarises key pros and cons of each approach: 

 

Option Pros Cons 

Require 
homeowners 
to repair 

Requirement directly addresses 
social issues due to compromised 
housing quality arising from 
unrepaired damage. 

Reflects support package focus on 
compensating for repair costs, 
rather than financial loss, of missed 
and deficient repairs.  

 

Administratively more complex and costly, 
due to ongoing compliance checks. 

The repair requirements may discourage 
owners not intending to repair from 
accepting the package (preferring to 
continue court action). 

Claimants who receive partial payments1 
will need to find money elsewhere to 
complete the necessary repairs.  

Do not 
require 
homeowners 
to repair 

Administratively simpler. 

Support package is more likely to 
be accepted by owners not 
intending to repair. 

Likely to over-compensate owners who do 
not carry out repairs. 

Likely to result in more opportunistic 
claims (as any payment comes with fewer 
strings attached).  

Distributional issues - tenanted property is 
less likely to be repaired. 

Perceptions of windfall gains may lead to 
public criticism on equity grounds and/ or 
raise expectations elsewhere. 

                                                
1  For instance, due to the original owner receiving a cash payment from EQC but not carrying out any repairs. 
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9. On balance officials recommend generally making repair of identified damage a 
requirement to receive the support package.  We say “generally” as there will likely be 
some exceptions where a repair requirement is not appropriate.  

    
 

Should support payments be capped at the Rateable Value (RV) of the 
improvements? 

10. The broad basis for the support payments is the cost of repair.  However this may lead 
to disproportionate or uneconomic repair payments, as repairs can be substantially 
more than the market value of the building.  The support payments are primarily 
designed to “provide remedies to support a fair, timely, and enduring resolution of the 
social issues arising from uncompensated damage to on-sold properties”.   

11. The recipients of the support are, by design, buyers of the affected property.  Therefore 
it appears reasonable to cap the support at the RV of improvements as a proxy for the 
insured building(s) market value.  This on the basis that it is difficult to envisage the 
buyer’s loss arising from EQC’s handling of the previous claim being greater than the 
value paid for the buildings. 

12. Officials considered recommending the price paid for the property as a cap.  However, 
this would require establishing a mechanism to separate the price paid for a property 
into a building and land component.  The RV already independently does this.  RV was 
also used as a basis for Canterbury residential red zone offers, so is a familiar basis for 
capping a discrete Government offer.   

13. All three councils in the affected area calculate land value and capital value RVs.  The 
RV value of improvements is the difference between these two figures.  RVs are 
reviewed every three years.  Christchurch and Waimakariri councils will review their 
RVs later this year.  Selwyn reviewed its RVs last year, so will review them again in 
2021.  

14. The key disadvantage is support packages to homeowners whose repair costs exceed 
RV will receive only RV, which would not provide sufficient funds to effect the assessed 
repair.  While this might still be generous in the context of the value of the property, it 
risks being criticised as inconsistent with requiring homeowners to commit to carry out 
repairs as a condition of accessing the support.    

15. If you agree to requiring homeowners to repair their affected properties, we 
recommend the support package is not capped at RV and the cost will be the actual 
cost to repair the property.  If there is no requirement to repair the property, we 
recommend the support package be capped at the building component of the affected 
property’s RV. 
 

Should support payments be subject to monetary caps or other limitations 
based on the original owners insurance policy on the property? 

16. The support payments respond to the consequences of defective repairs and missed 
damage preventing a claim from going over the EQC cap prior to sale. Therefore, in 
principle the support payments should not exceed the rights under the insurance policy 
that would have been accessed by the original owner at the time of the earthquakes.  
About 10 percent of Canterbury residential insurance policies were either indemnity 
policies, or subject to monetary caps.   

[34]
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17. There are pros and cons of making this link.  Doing so risks entangling the support 
payments, which are explicitly not insurance payments, in the features of particular 
private insurance policies.  Imposing this limit may also be seen as unfair on on-sold 
owners who would become subject to insurance policy terms they may reasonably not 
have examined as part of buyer due diligence, because they thought the dwelling was 
fully repaired.  However, not doing so will likely result in some owners, who are not on-
solds, but with lower-quality insurance policies, seeing their exclusion from the better 
entitlements available under on-sold support package as inequitable. 

18. On balance, officials recommend against imposing the limitations of vendors insurance 
policies on on-sold recipients of the support.   
 

Should payments include financial caps or partial limitations on the Crown’s 
contribution to reflect the homeowner’s responsibility to inspect the property 
pre-purchase? 

19. A partial payment would cost less, and reflect the view that EQC contributed to, but 
was not solely responsible for, issues associated with on-solds. The courts may well 
conclude this if cases go to trial.  However, caps or limitations would be very difficult to 
impose in conjunction with requirements that homeowners use monies from the 
support package to repair their homes.  Even without such requirements, there would 
remain a difficult trade-off between, on one hand, administrative simplicity and 
arbitrariness, and on the other, administrative complexity and accuracy, in determining 
any adjustments to reflect homeowner responsibility.      

20. On balance, we recommend the support package not include financial caps or partial 
limitations on the Crown’s contribution to reflect the homeowner’s responsibility to 
inspect the property pre-purchase.  
 

Should payments made under this package be confidential? 

21. The Cabinet paper is silent on whether support payments will be confidential. 

22. Confidentiality would reflect EQC (and insurer) commercial practice.  This reflects a 
commercial concern that publishing settlements can ratchet up the expectations of 
other claimants (and potential claimants). 

23. Making the payments non-confidential would enable information on the EQC-assessed 
and Government-paid cost of damage to the property to be shared with others, 
including future purchasers.   

24. Following discussions with EQC, we recommend following normal EQC practice. This 
would result in the scope of works associated with support payments not being 
confidential (although the actual cost to repair would remain confidential) In addition, 
other negotiated payments associated with the EQC part of the overall settlement, such 
as payments for accommodation and litigation avoided costs, would remain 
confidential. 
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Risks 

25. The support package is aimed at a particular group of affected homeowners. Some 
earthquake insurance claimants excluded from the package will have private insurance 
entitlements that are less than the on-sold support package provides and will likely see 
their exclusion as inequitable and push for inclusion in the package.  Those groups 
include some non-on-sold owners, and some on-sold owners whose original claims 
were over the EQC cap (the Xu case). 

26. If the cost to repair the house is the key feature of the support package then some 
properties may be repaired above the level of their current RV. 

Next Steps 

27. Any issues in this report you make decisions on will be included in Q&As and other 
collateral being prepared to accompany the announcement on 15 August. 
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Treasury Report: On-Sold Canterbury Properties: Further Decisions 

Following Cabinet 

Recommended Action 

We recommend that you: 
 
a agree to repair of identified damage being a requirement to receive the support 

package; 
 
agree/disagree. 

b agree that exceptions to this requirement may be made where appropriate (for 
instance some on-sold homeowners may have already undertaken a compliant repair); 
 
agree/disagree. 

c agree the support package provide for the cost to repair the property; 
 
agree/disagree. 

d agree that the support package not take into account any limitations of the original 
owner’s insurance policy regarding coverage; 
 
agree/disagree. 

e agree that the support package not include financial caps or partial limitations on the 
Crown’s contribution to reflect the on-sold homeowner’s responsibility to inspect the 
property pre-purchase; 
 
agree/disagree. 

f agree that the scope of works associated with support payments would not be 
confidential, and that other negotiated payments associated with the settlement, such 
as payments for accommodation and litigation avoided costs, would remain confidential 
(this reflects current EQC practice). 
 
agree/disagree. 

 
 
 
 
 
 
 
 
 
Helen McDonald 
Manager, Earthquake 
Commission Policy Team 
 

Hon Grant Robertson 
Minister Responsible for 
the Earthquake 
Commission 
 

Hon Dr Megan Woods 
Minister for Greater 
Christchurch Regeneration
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