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Treasury Report:  Apportioned but unclaimed damage - An urgent 
decesion? 

Date: 6 December 2012 Report No: T2012/3183 

Action Sought 

 Action Sought Deadline 

Minister 
Responsible for 
the Earthquake 
Commission 
(Hon Gerry 
Brownlee) 
 
 

agree to seek Cabinet approval for Crown funding for EQC 
apportioned but unclaimed damage before the New Year 

 
agree to seek Cabinet’s agreement for the Cabinet Committee on 
Canterbury Earthquake Recovery to have Power to Act via an oral 
item at Cabinet on Monday 10 December 2012, which will require 
writing to the Prime Minister  
 
or 
 
agree to seek Cabinet’s agreement for the Cabinet Committee on 
Canterbury Earthquake Recovery to have Power to Act on your 
Cabinet paper by submitting a paper to Cabinet on 10 December 
2012  

Thursday 6 
December 2012 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Thomas Quirk Analyst  

John Park Manager, Guarantee 
Schemes 

  

 

[39]

[39]

[23]

[23]
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Actions for the Minister’s Office Staff (if required) 

There are three actions: 
 

1. Either submit the attached paper titled “Approval for Power to Act for EQC apportioned but unclaimed 
damage” to the Cabinet office.    
  Or 
Send the attached letter to the Prime Minister seeking approval to raise an oral item at Cabinet on 
Monday 10 December seeking agreement for the Cabinet Committee on Canterbury Earthquake 
Recovery on Monday 10 December to have Power to Act when considering the paper seeking Crown 
funding for EQC claimants’ apportioned but unclaimed damage. 

 
2. Submit the attached paper titled Residential building damage apportionment and earthquake events 

without a claim to the Cabinet office   
 

3. Return the signed report to Treasury. 
 
 
Enclosure: Yes (letter attached)   and   Yes (Cabinet Paper - EQC Apportioned but 
unclaimed damage (Treasury:2500602v2) and Cabinet Paper - EQC apportioned but unclaimed 
damage - Power to Act for the Cabinet Committee on Canterbury Earthquake Recovery 
(Treasury:2504050v1) 
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6 December 2012 CM-1-3-15-1 

Treasury Report: Apportioned but unclaimed damage - An urgent 
decesion? 

Purpose – more information and Cabinet documentation 

1. This purpose of this paper is to provide you with: 
 

• more information on the need for an urgent decision on EQC’s treatment of 
apportioned but unclaimed damage.  The information is to assist your decision on 
whether to seek cabinet approval this year for Crown funding of EQC payments 
for apportioned but unclaimed damage, and 

 
• the Cabinet paper and associated documentation you will need to seek Cabinet 

approval this year to the fund the damage, should you wish to do so.   

Background – the issue of apportioned but unclaimed damage 

 
2. There are a number of EQC claimants who will not currently receive full repairs or 

reinstatements because they did not make a claim for an event which EQC now 
believes, through its apportionment process, likely caused damage to their property.   

 
3. EQC is limited in what it can do to cover this damage.  Legally it cannot pay out on this 

non-claimed damage nor can it accept or open new claims (which would otherwise 
solve the problem). 

 
4. As such, those people affected will not receive full repairs or reinstatements without 

Crown funding or a change to EQC legislation or regulation.   
 
5. EQC estimate that it will currently not be able to fully repair around 1,000 properties in 

the repair programme due to apportioned but unclaimed damage.  EQC also estimate 
that the cost of this damage is approximately $14.5 million to $16.6 million, but could 
potentially be up to $30 million. 

 
6. EQC believe, and Treasury agree, that the Crown should look to fund this damage.   
 
7. Treasury sent you a paper earlier this week outlining this issue [T2012/3079 refers], 

which contains more detail. 
 
8. The rest of this paper examines the arguments around why you should seek Cabinet 

approval for Crown funding before Christmas. 

Arguments in favour of seeking Cabinet approval before Christmas 

9. On balance we consider that you should place some importance on seeking Cabinet 
approval for the Crown to fund apportioned but unclaimed damage before Christmas. 
This issue is reasonably urgent because delaying a Cabinet decision may: 
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• extend uncertainty for impacted claimants (currently estimated at 1000 
properties) and the EQC and potentially result in increased complaints, including 
the possibility of media comment - it will not be until late January until cabinet can 
consider this decision again, and  

 
• negatively impact on EQC’s operations and the rebuild should insurers seek to 

re-open consideration of overcap claims because of concerns over the statistical 
apportionment process. 

 
10. If you are likely to seek Cabinet agreement to Crown Funding in the New Year, we 

believe you should make an effort to do so now instead.  If you do not think the Crown 
will fund apportioned but unclaimed damage in the future, we consider that you should 
also signal this to EQC and its claimants now.  A decision either way will reduce the 
uncertainly for the EQC and will enable it to concentrate its efforts on its job over the 
next two months.   

 
11. On the other hand, EQC has confirmed that it would continue to manage the current 

situation if the Cabinet paper does not proceed this year. Currently properties with 
apportioned but unclaimed damage have been ring fenced and quarantined. EQC have 
a strong preference for you to make a decision before Christmas, with the preferred 
option being to seek approval for Crown funding.  If you were to defer a decision, 
however, the consequences for EQC as an organisation would not be severe.    

 
12. The general arguments around why the Crown should fund apportioned but unclaimed 

damage are available in Annex 1, but are also available in T2012/3079.   

Next Steps – Cabinet paper and Power to Act 

Cabinet Paper 

13. Attached to this report is a paper for you to take to Cabinet seeking Crown funding for 
apportioned but unclaimed damage. 

 
14. We suggest that you do this on Monday 10 December at the Cabinet Committee on 

Canterbury Earthquake Recovery, having sought Power to Act for the Committee to 
consider the paper.  This Power to Act is necessary because Cabinet is not sitting on 
Monday 17 December.    

 
Power to Act   

15. As discussed above, you will need to seek Power to Act because Cabinet is not sitting 
on 17 December.  There are two options available to you with respect to how to do this, 
of which you can choose one: 

 
a. Take an oral item to Cabinet on Monday 10 December seeking Power to Act at 

the Cabinet Committee on Canterbury Earthquake Recovery on Monday 10 
December for your paper on apportioned but unclaimed damage. 
 
To do this you will need to write to the Prime Minister seeking approval to take an 
oral item to Cabinet on Monday 10 December.  Such a letter is attached to this 
report.   

 
b. Seek Cabinet agreement to delegate Power to Act by submitting a paper to 

Cabinet on Monday 10 December.     
 
We have drafted such a paper and it is attached.   
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Recommended Action 

We recommend that you: 
 
a agree to seek Cabinet approval for Crown funding for EQC apportioned but unclaimed 

damage before the New Year, and either 
 
 Agree/disagree. 
 
Power to Act 
 
b agree to seek Cabinet’s agreement for the Cabinet Committee on Canterbury 

Earthquake Recovery to have Power to Act via an oral item at Cabinet on Monday 10 
December 2012, which will require writing to the Prime Minister  

 
Agree/disagree. 

or 
c agree to seek Cabinet’s agreement for the Cabinet Committee on Canterbury 

Earthquake Recovery to have Power to Act on your Cabinet paper by submitting a 
paper to Cabinet on 10 December 2012  

 
Agree/disagree. 

 
 
 
 
 
 
John Park 
Manager, Guarantee Schemes 
 
 
 
 
 
 
Hon Gerry Brownlee 
Minister Responsible for the Earthquake Commission 
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Treasury Report: Apportioned but unclaimed damage - An urgent 
decesion? 

Annex 1 - Arguments for seeking Cabinet approval in general 

 
1. EQC considers, and Treasury agrees, it would be unfair and inappropriate to require 

that those affected pay for the remaining unclaimed damage themselves because of: 
 

• the unique circumstances of the Canterbury earthquake sequence 
 
• some insured owners’ inability or uncertainty regarding the need to make multiple 

claims (e.g., where the insured person was displaced,  regarded an early event 
as a constructive total loss, or the damage was not visible) 

 
• the inequity that would be created by placing people whose repairs remain to be 

completed in a different (potentially much worse) position than those whose 
managed repairs are already finished1 

 
• the potential for significant negative public reaction, and a number of complaints, 

which may or may not be valid, that could require a costly and lengthy process to 
resolve, and 

 
• the risk of a judicial review that could jeopardise the entire apportionment 

approach and create additional uncertainty (e.g., if such a review revisited and 
called into question the validity of the apportionment approach used to date).   

                                                
1  Prioritisation of limited apportionment resources to larger value claims has resulted in around 27,000 under-cap homes 

being fully repaired by EQC before completion of the apportionment process.  It is assumed that a proportion of these 
claims will involve some damage for which no claim has been made. This means that EQC will have funded the repair of 
some damage that will be eventually apportioned to an earthquake event for which the insured person has not made a 
claim.  EQC believes that reinsurers will make will make payments in this regard as the approach taken aligns with 
reinsurers’ interest in timely and cost effective settlements of claims. 

 

 

 



 

 

 
 
 
 
 
 
 
 
 
 

 
 
 
 
Rt Hon John Key 
Prime Minister 
Parliament Buildings 
WELLINGTON 

 
 

Dear Prime Minister 
 
I seek your approval to raise an oral item at Cabinet on Monday 10 December seeking 
agreement for the Cabinet Committee on Canterbury Earthquake Recovery on Monday 
10 December to have Power to Act when considering my paper seeking Crown funding 
for EQC claimants’ apportioned but unclaimed damage. 
 
The reason for seeking Cabinet agreement for the Cabinet Committee on Canterbury 
Earthquake Recovery to have Power to Act is that Cabinet is not meeting on Monday 
17 December and in order to provide certainty for the claimants concerned, and to limit 
the potential negative impacts on EQC’s operations, a final decision on this matter is 
needed prior to Christmas. 
 
Yours sincerely 
 
 
 
 
 
 
Hon Gerry Brownlee 
Minister Responsible for the Earthquake Commission 
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