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Where this is the case, the relevant sections of the Act that would apply have been identified.   

Where information has been withheld, no public interest has been identified that would outweigh the reasons 
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Key to sections of the Act under which information has been withheld: 

[23] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
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[26] 9(2)(ba)(i) - to protect information which is subject to an obligation of confidence or which any person 
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 
information from the same source, and it is in the public interest that such information should continue 
to be supplied 

[31] 9(2)(f)(ii) - to maintain the current constitutional conventions protecting collective and individual 
ministerial responsibility 

[33] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the confidentiality of advice 
tendered by ministers and officials 

[34] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and frank expression of 
opinions 

[35] 9(2)(g)(ii) - to maintain the effective conduct of public affairs through protecting ministers, members of 
government organisations, officers and employees from improper pressure or harassment; 

[36] 9(2)(h) - to maintain legal professional privilege 

[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 

[39] 9(2)(k) - to prevent the disclosure of official information for improper gain or improper advantage 

Where information has been withheld, a numbered reference to the applicable section of the Act has been 
made, as listed above. For example, a [23] appearing where information has been withheld in a release 
document refers to section 9(2)(a). 
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Reference: T2015/864 CM-1-3-15-2 
 
 
Date: 6 May 2015 
 
 
To: Minister Responsible for the Earthquake Commission   

 (Hon Gerry Brownlee) 
 
 
cc:  Minister of Finance (Hon Bill English)  
 
 
Deadline: None 
 
Aide Memoire:  Update on EQC Invoicing for Excesses in the 
Canterbury Home Repair Programme 

We understand you have expressed interest in Treasury’s advice on the Earthquake 
Commission’s (EQC’s) invoicing of excesses in relation to repairs completed through 
the Canterbury Home Repair Programme (CHRP).  Previously the Treasury has 
provided advice to the Minister of Finance on CHRP excesses and EQC excesses in 
general. Although the Treasury has not changed its position with respect to the need 
for EQC to invoice for the CHRP excesses, this report provides you with Treasury’s 
advice and provides an update on actions EQC are undertaking to collect the 
excesses.   
 
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. 
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Under the EQC Act each claim that has damage associated with it attracts excess.  In 
Canterbury excess has been capped at three claims.  Customers with multiple claims 
apportioned across multiple events may incur a higher excess than if the claim was due 
to just one event (due to the 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 (three times $200, the minimum excess) as opposed to 
$300 if the $30,000 claim was attributable to just one event (1% of the amount 
payable). 
 
Where a dwelling claim is cash settled, the excess is deducted from the payment EQC 
makes to the claimant.  As at March 2015 EQC has deducted excesses of $114 million 
from its cash settlements.  Where a dwelling claim is repaired under the CHRP, EQC 
invoices customers once the repairs are completed and the final repair cost is known.   
 
EQC Review – Excess changes  

As part of the EQC review the current excess provisions have been considered 
(T2013/1128 refers).  Treasury’s view is that the current provisions are needlessly 
complex, especially when EQC is dealing with large numbers of claims in the context of 
a major disaster.  It is proposed to change the existing EQC provision to be a flat-rate 
reinstatement excess of $2,000, irrespective of claim size.   
    
Quantity and distribution of CHRP excesses 

In June 2014 EQC 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. At the time the data included 72,498 CHRP 
properties.  The number of properties covered by CHRP has now declined to 
approximately 69,000 properties and may decline further subject to final customer 
choice.  The decline reflects some customers choosing to cash settle and some claims 
going over cap.  However, the table is still useful to demonstrate the approximate 
distribution of the invoices.   
 
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: 

• if EQC was not to recover excesses, the fiscal cost incurred increases 
dramatically for excesses over $200 

• excesses 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.  

 

Excess collection and invoicing to date 

Following the June 2014 meeting with Ministers the EQC Board agreed the approach 
to calculating CHRP excess and attributing damage to claims.  In November 2014 the 
Board considered the costs and benefits of collecting CHRP excess, including three 
recovery scenarios being 85% recovery, 75% recovery and 50% recovery.  Under each 
scenario recoveries exceeded the cost of recovery.   
 
At that meeting the Board also considered the risks of proceeding to collect CHRP 
excess and the issue of equity with cash settled customers who have already had 
excess deducted.  The Board confirmed that excess collection should proceed. 
 
EQC’s excess collection implementation 

EQC has notified Canterbury residents through media releases that CHRP excess 
invoicing would start in 2015.  In addition, EQC has also published articles in the 
Canterbury District Law Society news and briefed the Residential Advisory Service 
lawyers. 
 
Invoices are being calculated and sent out in batches of 1,000 initially to test the 
process and to allow time for EQC’s new financial management system (which can 
handle payment plans) to bed- in.  EQC expects that the majority of invoices should be 
sent to customers by the end of 20151.  The first invoices, totalling $445,918, were sent 
on 13 April 2015. 
 
Claimants will receive an information pack one month before they receive an invoice for 
their excess.  The information pack tells claimants about the CHRP excess, how it is 
calculated and provides answers to frequently asked questions.   
 
In recognition of the delays in collecting CHRP excess EQC is offering minimum 
payment terms of three months and, where requested, payment plans with payments 
spread over twelve months.   
 

                                                
1  EQC’s Current policy is not to send invoices to those customers with complaints, disputes 

or that are a litigation process. 

 

 



Treasury:3171535v1  4 

As at 1 May 2015 EQC had sent 1,984 invoices which included 350 invoices sent to 
vulnerable customers.  The following table shows how vulnerable customers were 
distributed among the invoices which have been issued.  Notably, 81% of the invoices 
to vulnerable customers are for amounts less than $400 and 96% of the invoices are 
less than $600.          

 
 

How vulnerable customers are being managed 

Known vulnerable customers (approximately 3,000) were phoned during February 
2015 to discuss CHRP excess and their personal circumstances.  Those receiving 
invoices will be phoned again after invoices have been sent to check on their personal 
circumstances and to identify any referral to support services.  As previously noted 
repayment plans will be available, including for vulnerable customers. 
 
In addition EQC will phone customers with high value (over $600) excess amounts to 
pay prior to invoices being sent. 

 
Analysis 
 
Desirability of EQC invoicing for excesses in the Christchurch home repair programme 

In Treasury’s last report (June 2014) we set out four main points which we thought 
worthwhile considering in assessing the desirability to issue invoices for the CHRP 
excesses, outlined below.  We have been advised that these points were considered 
by the Commission when determining whether or not to proceed with excess collection.  

• 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.   

• Financial hardship considerations: paying an excess could present an undue 
financial burden for some customers.  However, payment options may help ease 
the burden on those facing financial hardship.  
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• 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 (and therefore inequitable) financial outcomes for 
customers with repair settlement compared to those with cash settlement.   

• 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. 

 
EQC’s obligation to issue invoices for the excess 

 On this basis, Treasury’s view is that 
EQC has an obligation to invoice for and collect the excess payments from the insured 
persons.   
 
Potentially the expected cost of collection may make it uneconomic to invoice.  For 
instance, EQC has identified approximately 600 properties with an excess to be issued 
of less than $50 (the average invoice being less than $25 and cumulative value of the 
invoices being approximately $15,000).  In deciding whether to issue an invoice for 
such properties, we would expect that EQC would take into consideration section 5(c) 
of the Act which requires EQC to protect the value of the fund and section 51 of the 
Crown Entities Act which requires the board of a statutory entity to ensure the entity 
operates in a financially responsible manner, including by prudently managing its 
assets and liabilities.  EQC has confirmed that its policy is not to issue invoices for 
amounts less than $50.  
 
 
 
 
Aaron Gill, Senior Analyst, Commercial Advice, 
Angela Graham, Acting Manager, Commercial Advice, 
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