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Reference: T2014/1210 BM-1-7-323 
 
 
Date: 25 June 2014 
 
 
To: Minister of Finance  
 (Hon Bill English) 
 
 
Deadline: None 
 
 
Aide Memoire: EQC: invoicing for excesses in the Canterbury 
home repair programme 

You are meeting with officials and Canterbury Earthquake Recovery Minister Gerry 
Brownlee on Monday 30 June to discuss the Earthquake Commission’s (EQC’s) 
invoicing of excesses in relation to repairs completed through the Canterbury Home 
Repair Programme (CHRP). This was the topic of a recent EQC note to Ministers that 
is attached to this report. This report provides Treasury’s view on the issue.  
 
Background  
 
Requirements under Earthquake Commission Act and Regulations 
 
Under the Earthquake Commission Act (the Act) a person claiming against EQC for 
natural disaster damage must pay an excess. The Earthquake Commission 
Regulations set out how the excesses are calculated for different claim categories as 
follows: 
 
• Dwelling claim: $200 multiplied by the number of dwellings in the building, or 1% 

of the amount payable whichever is greater, 
 
• Land claim: $500 multiplied by the number of dwellings in the residential building 

which is situated on the land, or 10% of the amount payable whichever is greater, 
to a maximum of $5,000, 

 
• Contents claim: $200, and 
 
• Combined dwelling and contents claim: where a claim is made by the same 

person for a dwelling and contents located in or on that dwelling caused by the 
same event, the combined excess applicable to the claim is $200 multiplied by 
the number of dwellings in the building, or 1% of the amount payable, whichever 
is greater. 

 
Each excess category applies per earthquake event (up to a total of three earthquake 
events). Customers with multiple claims that are apportioned across multiple events 
may incur a higher excess than if the claim was due to just one event (due to the 
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minimum excess charge). For example, if a customer has a $30,000 claim for dwelling 
damage apportioned evenly across three earthquake events, the excess is $600 (as 
opposed to $300 if it was attributable to just one event). 
 
Excess collection and invoicing to date 
 
To date, EQC has been processing excesses differently for cash settlements and 
CHRP repair settlements. Where EQC elects to settle a claim by cash, the excess is 
deducted from the payment before settlement. Cash settlement is used for all land and 
contents claims and is expected to account for around 57% of total dwelling claims (by 
number). 
 
Where EQC elects to settle a dwelling claim by repair under the CHRP, EQC intends to 
invoice customers once the repairs are completed and the final repair cost is known. 
However, EQC has not invoiced any of the 55,000 repairs completed to date. EQC 
have informed us that they have not had the resource to begin the invoicing process 
until now as they have been focussed on repair work and other aspects of settlement.  
 
EQC’s briefing sets out its intention to send information to CHRP customers in October 
about expecting excess invoices. Following the information dissemination, invoicing will 
commence for those repairs that have been completed. We are concerned with the 
extent of time that will have passed from completion of repairs and when invoices may 
be issued.  
 
Analysis 
 
Desirability of EQC invoicing for excesses in the Christchurch home repair programme 
 
EQC note that Ministers may want to consider the desirability of EQC invoicing for 
CHRP excesses. We see four main areas to consider in assessing this, outlined below. 

 
• Net cost of recovering excesses: prima facie, the collection of excesses can be 

seen as an operational matter for EQC to conduct in accordance with the Act. 
From this point of view, EQC should be collecting excesses where it is 
economically viable to do so i.e., where the excess collected is expected to 
exceed the cost of the recovery. In their note EQC sets out that they do not 
intend to collect CHRP excesses of less than $50 (this excludes any previous 
excesses paid for contents claims).  

 
• Financial hardship considerations: paying an excess could present an undue 

financial burden for some customers.  EQC have not identified the extent of 
financial hardship across claims that have an excess due, making this issue 
difficult to quantify. However, EQC intend to include various payment options for 
customers when invoicing CHRP excesses which may ease the burden on those 
facing financial hardship. EQC are also setting up a committee to consider 
vulnerable customers more generally. 

 
• Equitable treatment across claim categories: because the excesses have 

already been deducted from cash settlements, any decision not to invoice CHRP 
excesses may lead to different financial outcomes for customers with repair 
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settlement compared to those with cash settlement. EQC have not quantified the 
magnitude of this issue yet. 

 
• Delays in invoicing: it is reasonable for customers to expect to receive an 

invoice from EQC in a timely fashion following completion of repairs. However, for 
many customers it has been a long time since repairs were completed. As shown 
in the table below, 69% of the completed repairs are more than one year old.  
Receiving an invoice after October may be unexpected for many customers and 
may not be received well.  

 
Officials consider that EQC should progress with CHRP excess invoicing as planned 
following the information dissemination in October. Prior to October we expect EQC to 
provide further information on the nature of their legal obligation to invoice for 
excesses, the value of excesses by age for the completed repairs, and the financial 
hardship and inequitable treatment points outlined above.  
 
Quantity and distribution of CHRP excesses 
 
Treasury has sought additional information from EQC on the excesses. EQC has 
provided preliminary information on the total level of excess that could potentially be 
collected from the CHRP properties and the distribution of this amount across the 
different excess bands.  
 
The data includes 72,498 CHRP properties of which approximately 55,000 have 
already been repaired. The excess values do not include past excesses paid for 
contents claims (cash settled), and the data has not been adjusted for apportionment 
across the three earthquake events. The data is summarised in the table below.  
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Key points to note from the table are: 

 
• the fiscal cost incurred (if EQC was not to recover excesses) increases 

dramatically for excesses of over $200, 
 

• excesses of below $200 (approximately 2,100 customers assessed as having a 
non-zero excess) account for approximately $198,500 or just 0.63% of the 
cumulative excess revenue, and 

 
• most dwelling repair claims are also likely to have a contents claim associated 

with them that has been paid in the past (due to cash settlement of contents 
claims) which is factored into the CHRP excess calculation – this explains why 
some properties in the table have a zero excess outstanding.  

 
Crown funding of uncollected excesses 
 
Depending on the efforts EQC put in to recover the excesses under the CHRP, there 
will be a portion that are not recoverable. In their note EQC stipulate that the Crown will 
need to fund any excesses that are not recoverable because the cost would exceed 
EQC’s statutory liability and fall outside their mandate.  
 
Officials believe that the costs associated with the unrecoverable excess do fall under 
EQC’s mandate  If this is 
the case, the costs will be incurred through the Natural Disaster Fund (NDF). This will 
have the effect of depleting the NDF faster over the next financial year. Because the 
Crown must provide funding to EQC to meet the deficiency in the NDF, the Crown will 
ultimately fund the cost of unrecoverable excesses indirectly. 
 
 
Ben Wells, Analyst, Commercial Operations, 
Stacey Wymer, Manager, Commercial Operations,
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