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has been or could be compelled to provide under the authority of any enactment, where the making 
available of the information would be likely to prejudice the supply of similar information, or 
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[37] 9(2)(i) - to enable the Crown to carry out commercial activities without disadvantage or prejudice 

[38] 9(2)(j) - to enable the Crown to negotiate without disadvantage or prejudice 
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Reference: T2013/1780 CM-1-3-15-1 
 
 
Date: 2 July 2013 
 
 
To: Minister Responsible for the Earthquake Commission 

(Hon Gerry Brownlee)  
Associate Minister of Finance 
(Hon Dr Jonathan Coleman) 

 
 
Deadline: 9.30am on Wednesday 10 July 
 
 
Aide Memoire: EQC Act Review: Damage Scenarios 

This aide memoire responds to your request for case studies, based on historical 
examples, to illustrate the impact of the proposed changes to the EQC Act.  We are 
meeting with you at 9.30 am on Wednesday 10 July to discuss the case studies.  
Officials from EQC will also attend the meeting. 
 
The case studies are attached in Annex B and have been developed by EQC on the 
basis of historical claims information. 
 
Annex A summarises the current proposals relative to the status quo for your 
reference. 
 
 
 
 
 
Bevan Lye, Senior Analyst, Financial Markets, 
Steve Cantwell, Project Lead, EQC Act Review,  
 

 

[39]

[39]
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APPENDIX A: SUMMARY OF CURRENT EQC COVER AND PROPOSALS FOR FUTURE EQC COVER 
 
Current EQC cover is:  Proposed future EQC cover is: 
Part 1: Buildings 
 
Subject to the cap, EQC insures the home for its replacement value. EQC will 
meet the costs of repairing or rebuilding the home to a new condition, using 
building materials and methods available at the time. This does not mean 
that the home must be reinstated exactly to its previous condition. 
 

Single reinstatement cap and total loss top up 
 
Subject to the cap, EQC insures the home for its replacement value. EQC will 
meet the costs of reinstating or replacing the damaged home to ‘as new’ 
condition, using building materials and methods available at the time in what 
EQC considers to be the most cost-effective reinstatement or replacement 
method. This does not mean that the home must be reinstated exactly to its 
previous condition. 

• The home (“residential building”) • The home (“residential building”) 
• Separate building which is part of the home (eg, sheds and garages). • Separate building which is part of the home and on a list of specified 

inclusions (eg, sheds and garages). 
• Services owned by the homeowner (eg, water pipes and electrical 

cables) up to 60 metres from any of the buildings forming part of the 
home, or up to the boundary of the landholding if this is less than 60 
metres. 

• Services owned by the homeowner (eg, water pipes and electrical cables) 
up to 60 metres from any of the buildings forming part of the home, or 
up to the boundary of the landholding if this is less than 60 metres. 

Part 2: Land    
Land within the boundary of the landholding comprising only the land: 
• Under the home or buildings that are part of the home; 
• Within 8 metres of the home or buildings that are part of the home; 
• Under/supporting the main accessway up to 60 metres from the 

home (ie, excluding paving materials) 

• Siteworks* within the boundary of the landholding that are necessary to 
reinstate or replace a damaged home in the most cost-effective manner 
(ie, no spatial limit within the boundary of the landholding)   

• land under/supporting the main accessway up to 60 metres from the 
home (ie, excluding paving materials) 

• Retaining walls, bridges and culverts (indemnity value only) within the 
land areas described above. 

• Reinstate or replace retaining walls, bridges and culverts to ‘as new’ 
condition (ie, replacement as opposed to indemnity value), using 
building materials and methods available at the time insofar as it is 
necessary to reinstate or replace a damaged home, services, or the land 
under/supporting the main accessway – as part of what EQC considers to 
be the most cost-effective reinstatement or replacement method.  
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• Debris removal is included in the cover. For buildings, cover only 
relates to costs that would reasonably be incurred in demolition and 
removal of debris to the extent that it is essential to enable the 
building to be replaced or reinstated.  For land, this includes 
inundation within 8 metres of insured buildings.  

• Debris removal necessary to repair or reinstate the dwelling is included 
in the cover.  Cover only relates to costs that would reasonably be 
incurred in demolition and removal of debris (including inundation) to 
the extent that it is essential to enable the building to be replaced or 
reinstated. 

 
*Siteworks: Consistent with the use of this term in the Building Act 2004, this means work on a building site, including earthworks, preparatory to, or associated with, 
the construction, alteration, demolition, or removal of a building.  
 
Maximum EQC cover Maximum EQC cover 
Buildings: The maximum amount of EQC cover is $100,000 plus GST per 
event. 

Practicable to reinstate/replace: The maximum amount of EQC cover where it 
is possible/practicable to reinstate or repair buildings on the same landholding 
is $250,000 plus GST per event. 

Land: EQC will pay the value of damaged land at the time of the earthquake 
or natural disaster, or the reinstatement cost, whichever is lower. 
 
The maximum amount EQC will pay for land damage is either the value of 
the land damaged, or the value of 4,000 square metres, or the value of the 
minimum sized lot allowed in the District Plan – whichever is the lower. 

Not practicable to reinstate/replace (ie, total loss**): The maximum amount 
of EQC cover where it is not possible/practicable to reinstate or repair buildings 
on the same landholding is $470,000 plus GST.  This made up of: 
• $250,000 plus GST reinstatement cap, plus 
• an additional $220,000 plus GST total loss top up cap.  

 
**Total loss top up cover: Applies where the physical loss of all or part of the landholding on which a household unit is located is such that EQC is satisfied that 
reinstatement or replacement (including by relocation) of a household unit or occupation of/access to the unit on the same landholding is not physically possible or is 
not practicable. 
 
Practicable means reasonably capable of being done having regard, among other things, to— 
(a) the nature of the natural disaster damage; and 
(b) whether the cost of any replacement or reinstatement work is out of proportion (ie, significantly greater than)  to the pre-disaster value of the insured 

household unit; and 
(c) whether the likely timeframe for completion of such work is reasonable under the circumstances. 
 

 



Treasury:2676217v1           3 

Current excess deductibles Proposed excess deductibles 
Buildings: For claims of $20,000 or less, EQC will deduct an excess of $200. 
For more than $20,000, EQC will deduct an excess of 1%. 

EQC will deduct an excess of $2000 from the reinstatement payment. 

Land: For claims of $5,000 or less, EQC will deduct an excess of $500. For 
more than $5,000, EQC will deduct an excess of 10% up to a maximum of 
$5,000. 

No excess deductible will apply to any total loss top up payment.   
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APPENDIX B: SCENARIOS 
 
EQC Review - EQC Damage Scenarios (Treasury:2677676v1) Add to worklist 

 



Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $100,000 The home (including outbuildings and services) -
assuming a building floor area of 100m2 and rebuild 
cost of $2200 per m2

$220,000

Part 2: Land  
Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$415,000 Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$0

Total loss top up – paid at cap  (ie, assuming a land 
value greater than the top up cap)

$220,000

Debris removal $0 Debris removal $0
Subtotal $515,000 Subtotal $440,000

Excess deductible Excess deductible
Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$1,000 EQC will deduct an excess of $2000 from the reinstatement payment. $2,000

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$5,000 No excess deductible will apply to any total loss top up payment.  $0

Total settlement (GST excl) $509,000 Total settlement (GST excl) $438,000

Cliff-top site (beach below) with a block of units. Claim related to   
Landslip (a large area of land moved and fell off the front of the property) 
caused both actual and imminent damage to the unit and the land.   
•Building settlement: Actual damage to the unit was about $60,000, but 
imminent risk damage was assessed as a ‘total loss’ and therefore exceeded 
the building cap.  Consequently the building settlement was $100,000 (GST 
excl) less excess.
• Land settlement: A percentage of common land area was allocated to this 
claim and $415,000 (GST excl) less excess, was paid.

Comment: Assuming the proposed $220,000 top up payment is a reasonable amount, this example shows that current EQC land cover 
results in a payment much higher than is necessary to purchase suitable land elsewhere for the purpose of replacing the lost building. 

[23]

[23]
[23]



Landslip: Substantial land movement damaged a retaining wall and the 
dwelling on the site.   
•Building settlement: Dwelling damage costed at $27,255 (GST excl).
•Land settlement: Reinstatement of insured land required repair and rebuild 
of several retaining walls (costed at $261,000).  Settled for $206,500 based on 
indemnity value of  walls ($70,000) plus value of insured land ($136,500). 

Comment: The full repair cost of retaining walls will be met by the proposed cover (ie, as opposed to indemnity value only under the
current cover).  This is a key factor for the higher settlement amount under proposed cover.

Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $27,255 The home (including outbuildings and services) $27,255

Part 2: Land  
Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$206,500 Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$222,745
(ie, the balance of 
EQC reinstatement 
cap, assuming that 
repair/rebuild works 
are necessary for one 
or all purposes 
described)

Total loss top up $0

Debris removal $0 Debris removal $0
Subtotal $233,755 Subtotal $250,000

Excess deductible Excess deductible
Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$272 EQC will deduct an excess of $2000 from the reinstatement payment. $2,000

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$5,000 No excess deductible will apply to any total loss top up payment.  $0

Total settlement (GST excl) $228,483 Total settlement (GST excl) $248,000

[23]

[23]



Landslip: Major impact damage to the dwelling, major debris inundation, 
imminent risk and damage to three retaining walls.  
•Building settlement: Dwelling damage costed at $98,260 (GST excl).
•Land settlement: Total area of affected landholding is 670 m2 and minimum 
lot size in the area is 350 m2.  Reinstatement of insured land area requires half 
share ($350,000) of new retaining wall.  A neighbouring property with similar 
damage will pay the other half share.  The value of the minimum lot size in this 
area is $600,000. 

Comment: Under the current scheme the cost of the new retaining wall is only justified by the high land value. Under the proposed cover
any costs over and above the EQC reinstatement cap will need to be met through private insurance cover and/or the owner’s other means. 

Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $98,260 The home (including outbuildings and services) $98,260

Part 2: Land  
Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$350,000 
(includes debris 

removal)

Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$151,740
(ie, the balance of 
EQC reinstatement 
cap, assuming that 
new wall is necessary 
for one or all 
purposes described)

Total loss top up $0

Debris removal Included above Debris removal $0
Subtotal $448,260 Subtotal $250,000

Excess deductible Excess deductible
Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$982
(1%)

EQC will deduct an excess of $2000 from the reinstatement payment. $2,000

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$5,000 No excess deductible will apply to any total loss top up payment.  $0

Total settlement (GST excl) $442,278 Total settlement (GST excl) $248,000

[23]

[23]



Flood: Damage to land only through major debris inundation, including debris 
that had built up under the floor joists and bearers of the dwelling, restricting 
airflow in the subfloor space. 
•Building settlement: Not applicable as current EQC storm and flood cover 
only applies to land.
•Land settlement: $57,598 being the cost of debris removal under the 
dwelling and within 8m of the dwelling. 

Comment: If debris removal is not covered by EQC, debris removal will become the responsibility of the home owner or their private 
insurer, although in practice this is most often likely to be resolved through coordinated community or government clean-up efforts.  

Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $0
No cover

The home (including outbuildings and services) $0
No cover

Part 2: Land  

Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$0 Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$0
No cover

Total loss top up $0
No cover

Debris removal $57,598 Debris removal $0
No cover

Subtotal $57,598 Subtotal $0
Excess deductible Excess deductible

Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$0 EQC will deduct an excess of $2000 from the reinstatement payment. $0
Not applicable

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$5,000 No excess deductible will apply to any total loss top up payment.  $0
Not applicable

Total settlement (GST excl) $52,598 Total settlement (GST excl) $0

[23]

[23]



Technical category 3 site referred to Fletchers EQR. 
•Building settlement: Estimated dwelling repairs of $36,000 and services 
repairs (which have already been completed) of $23,000.
•Land settlement: Category 1-7 land damage yet to be quantified but current 
estimate is $2,415. 

Comment: The difference in the settlement value between current cover and proposed cover is due to the assumption that land works are 
not related to dwelling reinstatement and higher excess deductible. 

Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $59,000 The home (including outbuildings and services) $59,000

Part 2: Land  
Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$2,415 Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$0
Assuming that none 
of the land damage 

requires repair to 
enable reinstatement 

of the dwelling
Total loss top up $0

Debris removal $0 Debris removal $0
Subtotal $61,415 Subtotal $59,000

Excess deductible Excess deductible
Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$590 EQC will deduct an excess of $2000 from the reinstatement payment. $2000

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$500 No excess deductible will apply to any total loss top up payment.  $0

Total settlement (GST excl) $60,325 Total settlement (GST excl) $57,000

[23]

[23]



•Building settlement: Dwelling repairs at $30,900 (including foundation 
damage of $7,700).  Repairs to services cost is $3,270. 
•Land settlement: Land damage cost of $2,614 is for liquifaction removal 
only. 

Comment: The difference in the settlement value between current cover and proposed cover is due to the higher excess deductible. 

Current EQC cover $ (GST excl) Proposed EQC cover $ (GST excl)
Part 1: Buildings Single reinstatement cap and total loss top up

The home (including outbuildings and services) $34,170 The home (including outbuildings and services) $34,170

Part 2: Land  
Land under the home or separate building, within 8 
metres, or under/supporting the main accessway; and 
retaining walls, bridges and culverts (indemnity value 
only) within the insured land area.

$0 Siteworks to reinstate or replace damaged home, land 
under/supporting the main accessway and retaining walls, 
bridges and culverts to ‘as new’ condition as necessary to 
reinstate or replace damaged home, services, or the land 
under/supporting the main accessway

$0
As land damage does 
not affect 
reinstatement of the 
dwelling

Total loss top up $0

Debris removal $2,614 Debris removal $2,614
Subtotal $36,784 Subtotal $36,784

Excess deductible Excess deductible
Buildings: For claims of $20,000 or less, EQC will 
deduct an excess of $200. For more than $20,000, EQC 
will deduct an excess of 1%.

$341 EQC will deduct an excess of $2000 from the reinstatement payment. $2000

Land: For claims of $5,000 or less, EQC will deduct an 
excess of $500. For more than $5,000, EQC will deduct 
an excess of 10% (up to a maximum of $5,000).

$500 No excess deductible will apply to any total loss top up payment.  $0

Total settlement (GST excl) $35,943 Total settlement (GST excl) $34,784

[23]

[23]
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