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Action Sought 

 Action Sought Deadline 

Minister of Finance 

(Hon Steven Joyce) 

Agree to widen the scope of the charge 
against the $1 million Edgecumbe 
contingency to allow for the drawdown of 
EQC’s foregone excess payments. 

Agree to establish a new appropriation for 
the purposes of reimbursing EQC for 
specified costs associated with its land 
remediation work in Edgecumbe. 

Friday, 28 July 2017 

Minister Responsible for the 
Earthquake Commission 

(Hon Gerry Brownlee) 

Agree to establish a new appropriation for 
the purposes of reimbursing EQC for 
specified costs associated with its land 
remediation work in Edgecumbe.  

Friday, 28 July 2017 

Minister for Social Development 

(Hon Anne Tolley) 

Agree to widen the scope of the charge 
against the $1 million Edgecumbe 
contingency to allow for the drawdown of 
EQC’s foregone excess payments. 

Friday, 28 July 2017 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Shelley Hollingsworth Senior Analyst, Commercial 
Operations – Strategy and 
Policy  



John White Senior Advisor, Commercial 
Operations – Strategy and 
Policy 

N/A  

Craig Weise Manager, Commercial 
Operations – Strategy and 
Policy 

    

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

Return the signed report to Treasury. 
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Treasury Report: Funding arrangements – EQC clean-up in 
Edgecumbe 

Purpose of Report 

1. The purpose of this briefing is to seek Ministers’ approval of the 
institutional arrangements that are required to allow the Earthquake Commission 
(EQC) to be reimbursed for specified costs that it will incur whilst acting under 
Ministerial Direction in Edgecumbe. 

Background 

2. On 18 April 2017, Cabinet [CAB-17-MIN-0187] agreed to establish a $1 million 
contingency to provide additional funding for government assistance in response to the 
flooding in Edgecumbe and Eastern Bay of Plenty that occurred on 6 April 2017. It 
authorised the Minister of Finance and Minister for Social Development to make 
decisions on the drawdown of funding from the contingency. 

3. On 21 April 2017 Ministers with Power to Act in relation to the Edgecumbe response 
agreed that the Minister Responsible for the Earthquake Commission would issue a 
directive adding a statutory function to EQC to remove silt and debris from uninsured 
properties as well as public facilities, including parks, in Edgecumbe, and a charge 
against the $1 million contingency for the related operating costs was authorised [refer 
MCDEM 17/65].   

4. Ministers also agreed that the Minister Responsible for the Earthquake Commission 
negotiate a cost sharing arrangement with the Whakatane District Council (WDC), in 
consultation with the Minister for Social Development (as the lead Minister for this 
emergency). A target 50:50 cost sharing arrangement was recommended. 

5. EQC’s additional function relating to clean-up activity in Edgecumbe was put into effect 
on 1 May 2017 by means of a Ministerial Direction [BN 16-17 140].  

6. On 8 May 2017 the Minister Responsible for the Earthquake Commission agreed that 
EQC would lead a funding discussion with WDC and agreed that the contribution of 
WDC should be capped at $500,000 (based on an initial estimate of around $1 million 
for the land remediation for uninsured land and public space in Edgecumbe).  

Excesses on Insured Properties 

7. We note that the authority that was given on 21 April 2017 by Ministers with Power to 
Act to charge the $1 million contingency only related to the clean-up and disposal of silt 
from uninsured properties, schools and public spaces. The authority did not include the 
cost of waiving uncollected excesses from insured land. 

8. The Minister Responsible for the Earthquake Commission has subsequently agreed in 
principle that EQC should also seek to recover foregone excess payments it would 
normally recover from insured property owners as part of the cost sharing 
arrangements between the Crown and WDC [BN 16-17 144].  
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9. On 20 July 2017 the Minister Responsible for the Earthquake Commission submitted 
letters to the Minister of Finance and the Minister for Social Development (as Lead 
Minister for Edgecumbe) requesting that they expand the scope of the charge against 
the $1 million contingency to include the Crown’s share of costs relating to waived 
excesses on insured properties. A recommendation to give effect to this request is 
included in this report and the related EQC briefing has been appended 
[BN 17-18 003]. 

10. The Treasury and the Ministry for Civil Defence & Emergency Management (MCDEM) 
agree that in relation to activities being undertaken by EQC in Edgecumbe under the 
Ministerial Direction, the waiving of excesses on insured properties is the most 
equitable course of action given that Ministers have already agreed that uninsured 
properties will be cleaned up at no charge to property owners. On this basis, both 
agencies are supportive of widening the scope of the related charge against the $1 
million contingency to include the waiving of excesses on insured properties. 

Update on Cost Sharing Arrangement 

11. Ministers’ initial funding decisions were taken during the early stage of the event 
response when damage assessments, insurance penetration rates and clean-up costs 
were early estimates only. On 21 April 2017, at the time the decision was made to 
charge silt and inundation clean-up costs against the contingency, it was estimated the 
cost of land remediation works on uninsured properties would be no more than $1 
million, based on initial assumptions of 175 properties with land damage and 60 
percent insurance penetration.   

12.  

13. The insurance penetration rate for affected Edgecumbe properties is 97%, which is 
significantly higher than the 60% initially advised by the Insurance Council of NZ in the 
early stage of the event.  The high insurance penetration rate drives the lower overall 
land remediation costs and the higher foregone excess costs.  

14. Taking into account the foregone excess payments for insured properties, the total 
uninsurable costs are now expected to be about $455,000.  This is made up of clean-
up and land remediation costs for uninsured properties (estimated to be about 
$196,000) and foregone excesses (estimated to be about $259,000).  The related EQC 
briefing has been appended [BN 17-18 003]. 

15. 

 

16. 

 

 

[33]

[33]
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Direct Reimbursement of Costs Incurred by EQC 

17. There is no current authority in place under which any portion of the costs incurred by 
EQC in giving effect to the Ministerial Direction (for remediating uninsured land or the 
foregone excesses of insured properties) could be directly reimbursed by the Crown.  

18. Friday 21 April was the final day for decisions on appropriations for inclusion in the 
2016/17 Supplementary Estimates, on which date Ministers with Power to Act were still 
in the process of reviewing advice and making decisions regarding the funding for silt 
and debris clean-up. Ministers were also advised that the between-Budget contingency 
established as part of Budget 2016 was exhausted. In addition, the ultimate amount of 
cost to the Crown after any cost sharing with WDC was highly uncertain.  

19. As a result of these factors combined, no appropriation was established in 2016/17 to 
provide for EQC being directly reimbursed for the Crown’s share of costs. Instead, 
Ministers with Power to Act agreed that the silt and debris clean-up costs would be 
funded initially from the Natural Disaster Fund (NDF), with the Crown’s share of the 
costs incurred as a charge against OBEGAL and managed as a charge against the $1 
million contingency [MCDEM 17/65]. 

20. EQC has advised the Minister Responsible for the Earthquake Commission that, in its 
view, all costs that it incurs in giving effect to the Ministerial Direction that are not 
recovered directly from the WDC should be directly reimbursed by the Crown [BN 16-
17 144]. This would be consistent with specific works undertaken in Canterbury 
following the February 2011 earthquake.  

21. If the costs were not reimbursed by the Crown, but rather absorbed by the NDF, EQC 
believes that this would set a poor precedent whereby the levy payers of EQC would 
effectively be subsidising uninsured parties. EQC has indicated that such an 
arrangement may lead to concerns about transparency of the Crown’s management of 
disaster recovery and/or misinterpretations that costs may be shifted to reinsurers.  

22. Treasury is supportive of EQC’s rationale and recommends that a non-departmental 
other expense appropriation be established in Vote Finance for 2017/18 which would 
create a facility through which EQC could be directly reimbursed by the Crown for its 
share of the costs relating to the silt and debris clean-up in Edgecumbe.  

23. The Minister of Finance and Minister Responsible for the Earthquake Commission are 
authorised to decide on financial matters relating to Ministerial Direction [CAB-17-MIN-
0187] and therefore have the authority to establish this appropriation for management 
of the charge against the $1 million contingency. 

24. Treasury recommends that an appropriation of up to $455,000 be established, allowing 
some flexibility if the Crown’s final share of cost ends up being higher that EQC’s 
current high cost estimate of $337,000.  This might occur if there is a shift in the total 
costs incurred and / or if the cost share arrangement between the Crown and WDC 
results in a higher than anticipated share for the Crown.   Further, any amount not 
required for reimbursement of EQC should be returned to the $1 million contingency 
and thereby made available for other potential cost pressures associated with the 6 
April flooding event.  

 

 

[33]
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Consultation 

25. MCDEM and EQC have been consulted on this report. 

Next Steps 

26. Following a decision by the Minister of Finance and Minister for Social Development   
regarding the treatment of unallocated excesses on insured properties, EQC will seek 
to finalise the cost sharing agreement with WDC.  It is anticipated that this will be 
finalised by the end of July.  

27. If Ministers agree to establish an appropriation, EQC has advised that they are likely to 
be in a position to invoice the Crown in late July or early August.   

Recommended Action 

We recommend that you: 
 
a note that EQC has estimated it will incur costs of up to $0.455 million in responding to 

a Ministerial Direction (i.e. undertaking activities over and above those normally 
prescribed under the Earthquake Commission Act 1993) in relation to clean-up of 
properties in Edgecumbe following the inundation caused during the April 2017 severe 
weather event. 

 
b note that on 18 April Cabinet established a $1 million contingency to provide funding 

for any further government assistance in response to the flooding in Edgecumbe and 
Eastern Bay of Plenty, authorising the Minister of Finance and Minister for Social 
Development to take decisions on drawdown [CAB-17-MIN-0187 refers]. 

 
c note that on 21 April Ministers with Power to Act in relation to the Edgecumbe 

response agreed that the Crown’s share of operating cost for the removal of silt and 
debris from uninsured properties would be a charge against the $1 million contingency. 

 
d agree that the foregone excess payments from insured property owners also be a 

charge against the $1 million tagged contingency, thereby leaving EQC no worse off 
than before the Ministerial Direction.   

 
Agree/disagree     Agree/Disagree 
Minister of Finance    Minister for Social Development 

 
e agree to establish the following new appropriation: 
 

Vote Appropriation 
Minister 

Title Type Scope 

Finance Minister 
Responsible 
for the 
Earthquake 
Commission  

Earthquake 
Commission – 
Clean-up of 
Edgecumbe 
Properties 

Non-
Departmental 
Other Expense 

This appropriation is limited 
to reimbursing EQC for 
costs associated with 
implementing Ministerial 
requests in relation to 
property clean-up following 
the Edgecumbe severe 
flooding of April 2017. 
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Agree/disagree     Agree/Disagree 
Minister of Finance    Minister Responsible for the 

        Earthquake Commission 
 
f approve the following change to appropriations to give effect to the policy decisions 

described in recommendations c and d above, with a corresponding impact on the 
operating balance. 

 
 $m – increases/(decrease) 
Vote Finance 
Minister of Finance 

2017/18 2018/19 2019/20 2020/21 & 
Outyears

Non-Departmental Other Expenses: 
Earthquake Commission – Clean-up 
of Edgecumbe Properties 

0.455 -
 

- -

Total Operating 0.455 - - -
 

Agree/disagree     Agree/Disagree 
Minister of Finance    Minister Responsible for the 

        Earthquake Commission 
 
g agree that the proposed change to appropriations for 2017/18 above be included in the 

2017/18 Supplementary Estimates and that, in the interim, the increase be met from 
Imprest Supply. 

 
Agree/disagree     Agree/Disagree 
Minister of Finance    Minister Responsible for the 

        Earthquake Commission 
 
h agree that any underspend in the above appropriation be returned to the $1 million 

tagged contingency, and thereby made available for other potential cost pressures 
associated with the April 2017 severe weather event. 

 
Agree/disagree     Agree/Disagree 
Minister of Finance    Minister Responsible for the 

        Earthquake Commission 
 
 
 
 
Craig Weise 
Manager, Commercial Operations – Strategy and Policy 
 
 
 
 
Steven Joyce  Hon Gerry Brownlee 
Minister of Finance Minister Responsible for the 
 Earthquake Commission 
 
 
 
 
Hon Anne Tolley 
Minister for Social Development 
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