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Date:  14 May 2012 
 
To: The Minister Responsible for the Earthquake Commission 
 
Aide Memoire: EQC Board Meeting Notes 

1. Purpose  
Last week you requested a briefing from CERA ahead of your meeting with the EQC Board 
on May 16.  We have consulted with CERA and their advice is reflected in this note. 
 
This note sets out our view on claims settlement issues and offers suggested questions to 
discuss with the Board. We suggest you test the Board’s views on: 

 
• The critical pathway for the settlement of EQC’s land claims. What are the key 

decisions (both within and outside EQC control) before settlement can occur?  
 

• Relationship between EQC and private insurers. What steps are EQC and 
insurers taking to arrive at timely resolution of claims? Is the flow of information 
between EQC and insurers sufficient to ensure that claims are settled in a timely 
manner? 
 

• Key risks and obstacles to the timely and prudent discharge of EQC’s liabilities.  
  
2. Update  

a. Assessment and apportionment 
 
Our view is that progress is being made on the related claims settlement issues of 
damage assessment and apportionment.   
 
• EQC and insurers are slowly resolving differences about damage assessment. A 

small-scale pilot between EQC and Lumley has enabled the development of a 
process which will mean that about 80% of cases can be resolved without additional 
site visits. The pilot and joint assessments with other insurers have also indicated 
specific changes that EQC is making to its repair methodology.  

 
• The exact number of properties affected by a costing difference is not yet known but 

the latest estimate is 10,000-14,000. 
 
• Additionally, EQC and insurers are working on a bulk approach to apportion losses 

across events for those properties which are not apportioned manually. This would 
take apportionment off the critical path for most over-cap properties, potentially 
leaving around 2,000-3,000 cases requiring apportionment before the PMO can be 
determined. Once the approach is finalised, insurers intend to jointly communicate 
with reinsurers to seek their sign-off on the approach. 

 
b. Other factors affecting claims settlement 
 
Beyond assessment and apportionment, a number of other issues need to be resolved in 
order to settle claims with the greatest land and foundation damage. These issues 
include the promulgation of foundation standards for TC3 properties (which were 
announced at the end of April), agreement on a geotech drilling programme, 
announcements by CCC on flood hazard mapping, and finalisation of EQC’s land 
settlement programme. 

 
c. EQC’s land settlement programme 
 
We are working with CERA and EQC on the potential policy implications of EQC’s 
decision to cash settle land claims.  We are particularly interested in whether cash  
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settlement will have any implications for the future insurability of properties (if property 
owners do not use cash payouts to remediate the land), whether there will be any 
difference between EQC’s land payouts and the actual costs of remediating the land, 
and the potential for homeowners to undertake group remediation action, where this is 
feasible and cost effective.  We are also focused on the claims inter-relationship between 
EQC and private insurers where land repair is a prerequisite for dwelling repair.     
In order to understand the current and future implications of the land settlement 
programme and to facilitate the settlement of the current complex claims we need:  
• Information from EQC on the numbers of affected properties with different types of 

land and dwelling damage, including where these properties are situated; 
• Information from EQC on when key decisions on land settlement will be taken and 

communicated to affected households; 
• Further information on how EQC is operationalising and understanding its land 

liability as set out in the EQC Act. 
   
3. Questions for discussion 
 
You may wish to ask the Board to share their views on the following issues: 
 

a. Relationship between EQC and the private insurance industry  
i. What is the Board’s view on the relationship between EQC and the insurance 

industry?  Are there any relationship management issues, and if so, how can 
they be addressed? 

ii. What is the Board’s view on the work EQC is doing with insurers on damage 
assessment and apportionment? Are they satisfied with the timescales?   

iii. How does the Board think the reinsurers will view the progress being made 
and the solutions being proposed? 

iv. Is the Board satisfied with the overall pace of claims settlement (both EQC 
and the private insurers)? 

 
b. Settlement of land claims  

i. What additional data is EQC able to provide to the insurers concerning the 
number and location of properties with each category of land damage?  

ii. What is the Board’s view of progress being made on land claims settlement?   
iii. What is the Board’s expectation of the value of the land liability? 
iv. Does the Board consider that cash settlement of land claims will create any 

future issues of insurability for Canterbury properties or have any broader 
national implications? 

v. Is the Board satisfied that insurer concerns with land settlement claims have 
been considered and addressed? 

  
c. Potential obstacles  

i. What does the Board see as potential blockages to the settlement process, 
and what is the Board’s main focus in this area? 

 
 
 
Lindy Fursman, Senior Analyst, Financial Markets, 
Jo Hughes, Manager, Financial Markets,  
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