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Date:  24 November 2010 SH-12-2-2-0 
 
 
To: Minister of Finance 
 
 
AIDE MEMOIRE: ACCOUNTABILITY ARRANGEMENTS FOR EXPENDITURE ON 
LAND REMEDIATION 

Cabinet has agreed to provide $140 million to the Earthquake Commission (EQC) to 
remediate damaged land in Canterbury to a higher standard than required by the EQC 
Act (CAB Min (10) 36/11 refers). This note sets out our thinking on the accountability 
arrangements necessary to manage the Crown’s interest in this expenditure. 
 
Approach proposed by EQC 
 
EQC is proposing the following approach for the delivery of the land remediation works: 
 
• EQC will prepare the concept design and obtain resource consents. 
• The Councils will prepare the detailed design, conduct the procurement process, 

then contract with and supervise the contractors. EQC will have a review/oversight 
role over the detailed design and procurement processes. 

• EQC and the Councils will split the responsibility for risks and liabilities on a pre-
agreed basis. 

 
We support this approach because it will generate the right incentives for EQC and the 
Councils to manage costs and mitigate risks. Clearly, however, the most difficult part of 
the approach will be deciding on the split of risks and liabilities between EQC and the 
Councils. EQC will be clarifying this and other matters in a Memorandum of 
Understanding (MoU) with the relevant councils. 
 
Direction from the Minister of Finance 
 
While EQC is already planning how to deliver the land remediation works, it will require 
a formal Ministerial Direction before it can actually start work. We see the Direction as 
the key lever for clarifying the accountability arrangements for the expenditure, and will 
be working closely with EQC in the next week to draft the Direction. In our view, the 
Direction must include: 
 
• A statement of the Crown’s objectives for the land remediation works – in particular 

how to balance the key objectives of speed, value for money and quality. 
• Definitions and measurements of success. 
• Guidance relating to our expectations for cost-sharing with local authorities. 
 
Our particular concern is to ensure that the Direction establishes an appropriate 
framework for cost-sharing with local authorities, which can then be translated into the 
MoU for the delivery of the works. A firm Direction on this matter will ensure that EQC 
can negotiate on a robust basis with the Councils in developing the MoU. 
 
It may be necessary to supplement the Direction with a Letter of Expectations, in case 
a greater level of detail is necessary to support EQC in its negotiations with the 
Councils. 
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Monitoring 
 
EQC’s Board will be accountable for the delivery and performance of the land 
remediation works after it has received the Direction. Treasury will monitor EQC’s 
performance against the agreed benchmarks and will report to you quarterly on 
progress. You possess remedies against the Board if it does not comply with the terms 
of the Direction. 
 
 
Bevan Lye, Analyst, Natural Resources,
Joanna Gordon, Manager, Financial Markets, 
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