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[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 
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[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: T2017/911     CM-1-3-112-1 
 
 
Date: 4 April 2017 
 
 
To: Minister of Finance 

(Hon Steven Joyce) 
 
Minister supporting Greater Christchurch Regeneration 
(Hon Gerry Brownlee) 

 
 
Deadline: None 
 
 
Aide Memoire: Southern Response - Claims settlement progress 

At your meeting today, officials were asked for some additional background information on 
Southern Response Earthquake Services Limited’s (SRES’s) progress in settling claims. 
By 31 March 2017, 86.2% of SRES’s reported overcap claims had been fully settled (a total 
of 6,908 claims). In the 9 months to 31 March 2017 the company settled 912 claims (48% of 
those outstanding at 1 July 2016).  

More comprehensive data as at 31 March is still to be released but as at 31 December 
2016, 741 of the 1,324 claims then remaining were either under construction or in the 
design and documentation phase. The breakdown of claims at 31 December 2016, by 
status, ia shown in the figure below: 

 

Remaining claims are typically more complex either because of land and construction-
related issues or customer fatigue and disputes. These factors are leading to higher 
average costs for settling the remaining claims. 
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In addition, the flow of newly reported overcap claims from EQC continues. There were 944 
newly reported overcap claims between 30 June 2014 (when there were 7,028 notified 
overcap claims) and 31 December 2016. The level of notified overcap claims at 30 June 
2014 compares with 6,908 claims settled as at 31 March 2017. 

These two issues are driving upward revisions to the outstanding claims liability. At 31 
December 2016 the valuation rose $189 million, mainly due to 

• An increase in the estimate for newly reported overcap claims in the future ($98 
million) 

• Escalation in design and land remediation costs and the emergence of higher 
variations during the construction process due to complexities with the rebuild or 
repair ($57 million) 

• An increase in estimates for cash settlements which reflect the increasing proportion 
of claims with complex issues ($18 million). 

SRES and its actuaries expect these trends, particularly increasing total overcap claim 
numbers, will also impact the valuation now being prepared as at 31 March 2017. 
Previously SRES’s projections were for all but a few claims to be settled by October 2018. 
However, the continued flow of newly reported overcaps makes it less likely that claims will 
be complete prior to the end of calendar 2018. 

The liability valuation at 31 December 2016 was $776 million (net of $13.3 million 
earthquake recoveries). This covers both the 1,324 remaining claims known to be overcap 
(many of which are in progress) and a further 529 claims that were expected to come from 
EQC in the future. This figure is likely to increase once further work has been undertaken. 

As previously reported (T2017/654 refers), EQC has been working with SRES (and other 
insurers) to gain greater visibility of the remaining claims on EQC’s books. SRES and EQC 
have progressed these joint arrangements further than others, and the two have been 
working on a memorandum of understanding to enable SRES to have an even more active 
involvement at an earlier stage with respect to AMI claims on EQC’s books. This MOU is 
based on the Kaikoura MOU and a version with final edits was sent to EQC last Friday for 
their comments. Subject to any issues EQC may come back with, SRES management 
advise it hopes to get the MOU to SRES’s broad meeting on 21 April. EQC and SRES have 
reportedly been working together constructively ahead of completion of the MOU. 

The below table shows changes to SRES’s total overcap claims, settlements and the value 
of the company’s claim liability since 2012: 

Year (ending 30 June) 2011 2012 2013 2014 2015 2016 Dec16 
Notified overcap claims (total) 5,383 6,527 6,760 7,028 7,564 7,909 7,972
Newly notified overcaps (in that FY)   1,144 233 268 536 345 63
Settled claims (total)   10 139 3,459 4,610 5,996 6,648
Newly settled claims (in that FY)     129 3,320 1,151 1,386 652
Remaining claims (total) 6,517 6,621 3,569 2,954 1,913 1,324
                
($ millions)               
Central estimate liability (incl settled) 1,819 2,157 2,254 2,364 2,716 2,903 3,172
Increase in central estimate   338 97 110 352 187 269
Remaining claims liability 740 1,122 1,230 1,249 1,115 788 776
   
Staff resources (FTEs) N/A 173 162 173 149 145 142*
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*124 as at March 2017 

David Stanley, Principal Advisor, Commercial Operations - Strategy and Policy,  

Craig Weise, Manager, Commercial Operations - Strategy and Policy, 

 

[39]
[39]
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