
 

1 The Terrace 
PO Box 3724  
Wellington 6140 
New Zealand  

tel.  +64-4-472-2733 
 
https://treasury.govt.nz 

Reference: 20190653 
 
 
4 October 2019 
 

 
Thank you for your Official Information Act request, received on 6 September 2019. 
You requested the following: 
 

“Fiscal paper referred to in paragraph 17 of ‘Earthquake Commission and 
Southern Response: Briefing for Incoming Minister’ – 11 July 2019.” 

 
Information being released 

Please find enclosed the following document: 
 

Item Date Document Description 

1.  11 July 2019 Treasury Report T2019 1886 - Canterbury Earthquake 
Insurance Unquantifiable Fiscal Risks Update 

 
I have decided to release the document listed above, subject to information being 
withheld under one or more of the following sections of the Official Information Act, as 
applicable: 
 
• personal contact details of officials, under section 9(2)(a) – to protect the privacy 

of natural persons, including that of deceased natural persons, 

• advice still under consideration, section 9(2)(f)(iv) – to maintain the current 
constitutional conventions protecting the confidentiality of advice tendered by 
Ministers and officials, 

• names and contact details of junior officials and certain sensitive advice, under 
section 9(2)(g)(i) – to maintain the effective conduct of public affairs through the 
free and frank expression of opinions, 

• s9(2)(h) – to maintain legal professional privilege 

• confidential information, under section 9(2)(j) – to enable the Crown to negotiate 
without disadvantage or prejudice, and 
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• direct dial phone numbers of officials, under section 9(2)(k) – to prevent the 
disclosure of information for improper gain or improper advantage. 

 
We have redacted the direct dial phone numbers of officials under section 9(2)(k) in 
order to reduce the possibility of staff being exposed to phishing and other scams. This 
is because information released under the OIA may end up in the public domain, for 
example, on websites including Treasury’s own website. 
 
In making my decision, I have considered the public interest considerations in section 
9(1) of the Official Information Act.  
 
Please note that this letter (with your personal details removed) and enclosed 
documents may be published on the Treasury website. 
 
This reply addresses the information you requested. You have the right to ask the 
Ombudsman to investigate and review my decision.  
 
Yours sincerely 
 
 
 
 
 
 
Shelley Hollingsworth 
Manager, Commercial Performance 
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Treasury Report:  Canterbury Earthquake Insurance: Unquantifiable 
Fiscal Risks Update 

Date:   11 July 2019 Report No: T2019/1886 

File Number: CM-1-3-15  

Action Sought 
  Action Sought  Deadline  

Minister of Finance  

Minister Responsible for the 
Earthquake Commission 
(Hon Grant Robertson) 
 

Note the content of this report 18 July 2019 

Minister for Greater Christchurch 
Regeneration  

(Hon Dr Megan Woods) 

 

Note the content of this report 18 July 2019 

Contact for Telephone Discussion (if required) 
Name Position Telephone 1st Contact 

David Stanley Principal Advisor                

Commercial Performance 

 

Shelley Hollingsworth Manager                              

Commercial Performance 

 

Actions for the Minister’s Office Staff (if required) 
Return the signed report to Treasury. 

 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No

s9(2)(k) s9(2)(a)
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Treasury Report: Canterbury Earthquake Insurance: Unquantifiable 
Fiscal Risks Update 

Executive Summary 

The Crown continues to have extensive involvement in the recovery and regeneration of 
Christchurch and the Canterbury region following the series of damaging earthquakes, which 
occurred between 2010 and 2012. Two main avenues for this involvement are the 
Earthquake Commission (EQC) and Southern Response Earthquake Services Limited 
(SRES) which are responsible for all undercap claims and around a third of overcap 
residential insurance claims arising from the earthquakes, respectively.  

Although the vast bulk of claims have been resolved, those remaining are generally complex 
and/or disputed, or involve call-backs for allegedly incorrectly scoped or inadequately 
repaired properties. In addition, there are a number of legal issues that have arisen, which 
may potentially expose the Crown to additional liabilities or else involve matters where the 
Crown may wish to insert itself. Crown Law and the Treasury have worked closely on legal 
issues arising from earthquake related matters, and we expect that Crown Law will continue 
to play an important role in regard to oversight of litigation strategy and advice to Ministers on 
related Crown liability issues.  

After being provided with information on the Treasury’s assessment of fiscal risks in 
individual areas, the previous Minister Responsible for EQC requested a single source 
document identifying the potential fiscal risks for the Crown associated with its activities in 
the Canterbury earthquake space. In this report we provide a summary view of potential 
fiscal risk for the Crown arising directly and indirectly from post-earthquake insurance 
settlements in Canterbury.  While we have already provided advice on each issue, this report 
provides a consolidation of the main currently identified risks 
 
The Crown’s financial accounts (and those of EQC and SRES) already include provisions for 
obligations that are more than 50% probable and that are reliably measurable and the notes 
to those accounts also include reference to specific financial risks. This report brings together 
information on risks that are assessed as not meeting those criteria;

  Despite the Specific Fiscal Risks chapter describing them as 
unquantifiable, the Treasury has attempted a potential cost quantification process for 
Ministers to better understand the types and potential magnitude of contingent and/or 
unspecific fiscal risks under more negative scenarios. 
 
Most of the risks relate to decisions or events which are likely to occur in either the financial 
year to 30 June 2020 or to 30 June 2021, and if adverse outcomes were re-assessed as 
probable and reliably measurable, provisioning would be required in the Crown accounts. 
However, the cash outflow impacts would, in most scenarios, occur over a period of years 
thereafter. The nature of these risks, some of which are inter-related, are described in the 
tables that make up the bulk of this report. In the event that any of these risks evolve in a 
way which requires provisioning in the Crown accounts and/or affects Crown forecasts, the 
Treasury will provide advice on those implications, including advice relating to whether to 
pre-commit the fiscal impact against future budget allowances and the impacts on the 
Crown’s key fiscal indicators (such as OBEGAL). 

Based on our assessments summarised in this report, the Treasury considers that the Crown 
is exposed to potential risks which could be in the range

s9(2)(f)(iv)

s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)
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We note that the upper end of 
this range is based on the most negative scenario occurring for each and every category.  

This report is an update, consolidating potential risks across a range of issues, each of which 
has its own work-stream. Therefore we are not seeking any action by Ministers – other than 
to discuss the contents of the report when the opportunity presents. Advice and actions 
sought relating to each issue will be covered in forthcoming reports in each work-stream. We 
note that you are due to meet with Treasury officials on Monday 15 July to discuss the on-
solds issue, and we would be happy to cover additional matters contained in this report if you 
so wish. 

Recommended Action 

We recommend that you: 
 
a note the content of this report 
 

Noted 
 

 
 
 
 
 
Shelley Hollingsworth 
Manager, Commercial Performance 
 
 
 
 
 
 
Hon Grant Robertson       
Minister of Finance 
Minister Responsible for the Earthquake Commission 
 
 
 
 
 
 
Hon Dr Megan Woods 
Minister for Greater Christchurch Regeneration  
 

s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)
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Treasury Report: Canterbury Earthquake Insurance: Unquantifiable 
Fiscal Risks Update 

Purpose of Report 

1. We provide a consolidated view of the currently known range of fiscal risks faced by 
the Crown relating to Canterbury earthquake insurance issues. 

Analysis 

2. Through its ownership of the Earthquake Commission (EQC) and SRES Earthquake 
Services Ltd (SRES), the Crown faces a range of potential fiscal risks in relation to 
litigation under way or proposed or otherwise in relation to uncertainty around potential 
liability or policy approaches by the Crown.  We have provided previous advice on each 
issue and will continue to provide advice in line with developments.  In the meantime, 
we consider it useful to summarise the risks and their potential magnitude as a whole. 
This is shown in Table 1 overleaf and in Appendix 1 we provide further details on how 
we have arrived at the potential amounts. 

3. Note that risks that are more than 50% probable and that are reliably measurable are 
already provisioned in the Crown (and EQC and SRES) financial statements and 
forecasts and are not discussed in this report.  The risks covered in this report are 
those currently deemed unquantifiable for financial reporting purposes.  

4. Some of the risks covered in this report are binary in nature (i.e. either little or no 
liability arises or else a substantial liability arises) while in other situations there are 
stepped outcomes depending on the specifics of any adverse outcome. It is quite 
possible that in binary cases, the Crown’s actual liability will turn out to be nil. 

5. In our view, were adverse outcomes to be realised in each and every case identified in 
this report, our analysis indicates that the risk for the Crown may be

 We note that the actual outcomes will depend on a number 
of factors, including whether legal action arises (or is pre-empted) and the specifics of 
any decisions by the Courts (or the Crown in the case of pro-active measures taken).  

6. 

7. Not included are any systemic issues with building materials or methodologies that may 
emerge at a future date (akin to the leaky homes issue). We do not believe that there is 
currently any reason to expect systemic issues will arise but this will remain a 
possibility for a number of years ahead. 

s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)

s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)
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8. Most of the risks relate to decisions or events which are likely to occur in either the 
financial year to 30 June 2020 or to 30 June 2021, and if adverse outcomes were re-
assessed as probable and reliably measurable, provisioning would be required in the 
Crown accounts. However, the cash outflow impacts would, in most scenarios, occur 
over a period of years thereafter. In the event that any of these risks evolve in a way 
which requires provisioning in the Crown accounts and/or affects Crown forecasts, the 
Treasury will provide advice on those implications, including advice relating to whether 
to pre-commit the fiscal impact against future budget allowances and the impacts on 
the Crown’s key fiscal indicators (such as OBEGAL).

Pages 6-8 withheld under s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)
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Next Steps 

9. We note that you are meeting Treasury officials on 15 July to discuss the on-solds 
issue. If there are any matters relating to this paper which you would like to raise, the 
15 July meeting might represent a good time to do so. We would like to understand 
your preferences on how frequently we report to you in a consolidated manner on 
identified potential fiscal risks to the Crown in relation to its involvement in post 
Canterbury earthquakes activities.  

10. We will continue to provide advice and updates as the individual matters in Table 1 
evolve. The combination of ongoing developments and further analysis should also aid 
in narrowing our assessed range of potential outcomes (and may aid in moving some 
matters from being unquantifiable contingent liabilities into the quantifiable obligations 
category). However, for a number of the complex issues there is a potential for litigation 
to occur and in those situations court decisions could be largely binary in nature. 
Therefore, many of the issues identified appear likely to remain unquantifiable and 
contingent (and therefore Crown fiscal risks) for some time to come.  

11. In a number of areas, the Crown may wish to be pro-active rather than merely awaiting 
the outcome of current Court cases, or in areas where prompt action may reduce the 
prospects of an extended period of uncertainty for claimants and the Crown. 

12. Treasury Reports are due soon regarding 
in relation to on-sold properties. We expect to provide advice to you on 

these matters on 11 July and 19 July, with a draft Cabinet paper due to you on 25 July.  

13. 

Consultation 

14. This report has been prepared by Treasury officials following discussions with the EQC 
and SRES on the status of the issues in Table 1. However, the assumptions and 
assessed quantum for fiscal risks in relation to the unquantifiable contingent liabilities 
identified in this report are Treasury’s alone. 

s9(2)(f)(iv) and s9(2)(g)(i)

Pages 10-12 withheld under s9(2)(f)(iv), s9(2)(g)(i) and s9(2)(j)

s9(2)(h) and 9(2)(j)
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