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Date:  27 January 2011 CM-1-3-15-1 

 

To: Minister of Finance 

AIDE MEMOIRE: EQC: MOU UPDATE 

The Earthquake Commission (EQC) is currently developing Memorandum of 
Understandings (MOUs) with the Waimakiriri District Council (WDC) and Christchurch 
City Council (CCC) to undertake land remediation work.  This aide memoire provides 
you with a summary of the process to date and advises you of key upcoming 
deadlines.  

As a means of giving effect to cabinet’s decision on land remediation work, on 
13 December 2010, you directed EQC to: 
- investigate options for mitigating future earthquake damage.  The investigation will 

take into account the amount of land remediation. 
- prepare a Concept Design Report (CDR) for land remediation work 
- do such other things to prepare for carrying out remediation work 
 
EQC has been in discussion with each Council to develop draft MOUs that set out how 
the additional land remediation works will be carried out.  Prior to drafting the MOU, a 
Heads of Agreement was signed between EQC and the Councils that set out the key 
principles for the MOU.  Treasury undertook to receive external advice during the 
development of these key principles.  

The MOUs have been developed as high level documents with the key detail contained 
in supplementary documents, such as the Concept Design Report (CDR) and the 
project governance to be managed by a Project Control Group to be established 
comprising members of the EQC and the respective Councils.  These measures 
mitigate some of the risk, as the MOUs set out the high level expectations, capture the 
risk or passes it onto the Project Control Group, for each of the signed parties to the 
MOUs.   
 
There is, however, still potential risk from the Crown’s perspective in relation to the 
funding of the land remediation and ongoing liability as there is still some critical work 
to be done on the CDR before we start to get confidence about the total cost to the 
Crown.  While the aim is for the work to be within the $120-$150 million range 
(although $140 million is the oft-quoted figure) as originally decided by Cabinet, this 
figure was an estimate and dependent on a number of factors which could cause the 
cost to vary, such as the split of perimeter remediation versus rafting (compacting) of 
land within those perimeters.  
 
EQC has given some indication that it is comfortable that the final figure will be close to 
$140 million, and therefore if there are cost increases they should not be significant.  
We are aware that the perimeter work is easier to measure and that is likely to be close 
to $80 million.  And while the rafting work is more difficult to estimate, the detail in the 
CDR will provide options and costs which will allow the Crown to make trade-offs.    
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The MOU sets out where future liability will reside, however, we understand that EQC 
is currently getting legal advice on the extent of their legal liabilities in respect of 
aspects of land restitution and its agreement to the MOUs will be dependent on the 
outcome of this.  
 
MOU timeframe 
 
The EQC board will need your approval to sign the MOUs.  The EQC will draft a 
direction to you once the details of the MOU are close to being finalised. 
 
An indicative timeline for completing the MOU is as follows: 
- First drafts of the MOU have been discussed with WDC (24 January) and 

CCC (26 January). 
- Agreed, in principle, final MOU, approved by the EQC Board, 9 February. 
- 16 February, the Minister of Finance to issue a direction to EQC permitting EQC to 

sign the MOU and undertake the work in relation to the land remediation 
- End of February 2011 – final MOU signed 

 
Following the signing of the MOU, the draft CDR will be completed by 1 May 2011.  At 
this point the Crown will be provided with options that it will need to make decisions on 

When we have received the final version of the MOU that has in-principle agreement 
from the EQC Board we will provide you with further advice.   

 

Peter Mellor, Senior Advisor, Senior Advisor, COMU,

 

Andrew Blazey, Manager, Sector Monitoring, COMU, 
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