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Treasury Report: EQC Independent Ministerial Advisor Cabinet Paper 
Comments 

Purpose of Report 

1. This report outlines potential amendments to the Cabinet paper titled “Response to the 
Report of the Independent Advisor on the Earthquake Commission” (the Cabinet 
Paper), which is scheduled to be considered at the next Cabinet Economic 
Development Committee meeting (16 May). The Cabinet Paper has been submitted by 
the Minister Responsible for the Earthquake Commission (Minister for EQC). 

2. The Cabinet Paper outlines a number of the recommendations of the Independent 
Ministerial Advisor for the Earthquake Commission (IMA), an appointee of the Minister 
for EQC, and outlines proposed agency responsibilities for key work-streams and 
expected delivery timeframes. 

3. A new cross-agency insurance group will be picking up certain of these work-streams. 
The group has agreed to request, through DPMC, that the Minister for EQC seeks to 
make changes to the Cabinet Paper “in Committee” to align the ‘control’ and 
‘accountability’ of the relevant work-streams to the cross-agency insurance group. This 
report provides you with the background for these requested amendments. 

Accountability of the Cross-Agency Group 

4. The Cabinet Paper outlines a range of work-streams that are either underway already 
or which will be initiated by agencies in response to the Minister for EQC’s 
endorsement of the IMA Report. The Minister for EQC expects swift resolution of a 
range of issues, some of which will involve highly complex, cross-cutting work-streams 
necessitating input from a number of different agencies and external parties.  

5. Rather than have a single agency lead, drive and then (widely) consult on a complex 
programme of work, one alternative can be to establish a cross-agency working group 
which owns and drives forward a programme. However, it is important to ensure that 
best practice principles are followed when establishing such a group so that it may be 
efficient and effective. 

6. Good practice for such a group first requires a clear mandate (scope), and adequate 
timeframes for the achievement of key milestones. The group must then be adequately 
resourced (staffing and funding), the leadership of the group needs control over 
process and the group needs to have accountability for delivering against its mandate 
within the set timeframe. Sound governance arrangements should also be put in place. 
Without alignment of these elements, sub-optimal outcomes can be expected both in 
terms of delivery against the objectives (within the required timeframe) and in terms of 
resource efficiency. Poor alignment leads to additional costs, both in terms of the use 
of scarce human resources and funding. 

7. In response to a proposal initiated by DPMC last week, the Treasury has agreed to 
participate in a cross-agency insurance matters group, which will be led and housed by 
DPMC and will have representatives from DPMC, MBIE, Crown Law, EQC and the 
Treasury.  The Treasury has dedicated two staff to the group, which met for the first 
time on Monday 14 May.   
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8. This group will take responsibility for work-streams relating to a proposed ‘Consolidated 
Claims Management’ (CCM) vehicle (a work-stream that the Treasury took over from 
MBIE in February 2018), work on the ‘limitations’ positions of insurers and policy advice 
relating to on-sold residential properties. A detailed scoping document is being finalised 
at this time and the delivery against objectives, scope and timeframe, will be overseen 
by a governance group made up of CEs from each of DPMC, the Treasury and MBIE. 

9. The Treasury will no longer have the sole ‘lead’ on these work-streams or direct control 
over the direction of travel or delivery timeframes. As such, we are of the view that the 
accountability for those work-streams belongs with the cross-agency group. We note 
that the Treasury has concerns about the timeframes in the Cabinet Paper generally 
(given the breadth of concurrent work-streams), and considers that it is critical to 
ensure clear lines of accountability for all deliverables so as to mitigate delivery risk. 

10. The governance group of the cross-agency insurance group has discussed this issue 
and collectively agreed to request (through DPMC) that the Minister for EQC seeks to 
make changes to the Cabinet Paper “in Committee” to align the control and 
accountability of the relevant work-streams to the cross-agency insurance group. 

11. Of note, the work-streams being absorbed by this cross-agency group have significant 
potential implications for Crown liabilities (either through EQC or directly), in particular 
with regard to the work-stream regarding the liability / policy position for on-sold 
residential properties (see aide memoire T2018/1084 dated 18 April 2018). By 
embedding senior Treasury resources inside the cross-agency group and its 
governance group, the Treasury will maintain input and line of sight over these work-
streams. 

Proposed Amendments to the Cabinet Paper 

12. The Treasury has broadly agreed the following proposed amendments with the 
governance group of the cross-agency insurance group. It is our understanding that 
DPMC will recommend that changes to this effect are made to the Cabinet Paper “in 
Committee” by the Minister for EQC. 

13. In our view, the last sentence of paragraph 22 of the Cabinet Paper should be replaced 
with the following two sentences: 

“In order to bolster agencies’ collective resources to apply to those priority issues that 
have the potential to improve insurance claims settlement outcomes, the relevant Chief 
Executives and senior officials have established a new cross-agency group that will be 
led and housed in DPMC with representatives from DPMC, MBIE, Treasury, Crown 
Law and EQC.  I propose that we direct this cross-agency group to report back to 
Ministers with advice, options and recommendations on the proposal for consolidated 
claims management, and preliminary advice on the treatment of on-sold property, by 
31 July 2018”. 

14. We also propose that in the recommendations paragraph 40 (s) of the Cabinet Paper 
we replace “direct the Treasury, in consultation with MBIE” with “direct the cross-
agency group”. 

15. In addition, we propose that Appendix 2 of the Cabinet Paper is amended to align with 
paragraph 22 and 40 (s) as set out above.  Accordingly, for each of the “On Sold 
Properties”, “Claims Management Consolidation” and “Limitations” rows, 
“recommendation (a)” and the “proposed response” in each case should reflect that the 
work is being undertaken by the cross-agency group, and the “responsibility” columns 
should list DPMC, Treasury and MBIE. 
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Treasury-Led Work-Streams 

16. The Treasury notes that whilst dedicating resource to the cross-agency group, it will 
still be maintaining direct responsibility for delivering on a range of other EQC and 
insurance-related work-streams. Clarity of accountability for the cross-agency group 
will be important to ensure that the core Treasury team can efficiently continue to drive 
the remaining work-streams. These include, but are not limited to: 

Response to the IMA Report: 

• Analysis and advice on the potential extension of Protocol 1 (by 30 June 2018). 

• Analysis and advice on a Ministerial Direction for EQC to pay for temporary 
accommodation and other costs (by 30 June 2018). 

• Developing advice with SSC and MBIE on the optimal monitoring arrangements for 
EQC (by 31 July 2018). 

• Oversight of EQC’s response to the operational recommendations in the IMA report 
(ongoing). 

Other (Immediate): 

• Insurance Liability Valuation Report (ILVR) assessment – an update relating to 
EQC’s outstanding claims liability valuation. 

• Remedial claims flow analysis – including the potential to progress a form of an 
Accelerated Claims Review Programme (ACRP). 

• Analysis of the potential legal liability concerns regarding remedial / under-scoped 
repairs (including negligence aspects). 

• Finalisation of the Crown Guarantee funding deed and related advice. 

• Monthly EQC cash flow monitoring and analysis. 

• Analysis and advice on the EQC quarterly report. 

• Analysis and advice on EQC’s Statement of Intent (SOI) and Statement of 
Performance Expectations (SPE) in light of the significant shift in strategy 
underlying these documents and proposed changes to outputs. Engagement with 
the Office of the Auditor General regarding the SOI and SPE. 

• Facilitating insurer finalisation (‘wash-up’) discussions between EQC and Southern 
Response (impacts from event re-attribution exercises and Protocol 1 claims). 

Other (Ongoing): 

• Risk financing framework development. 

• Treasury input to the Inquiry into EQC (as required) and a policy response at its 
conclusion. 

• Treasury policy team input to insurance reviews (contract law, conduct, prudential 
supervision, risk-based pricing). 

• EQC Act Review Phase II work (including limitations work and ability to discharge 
cases – as per the IMA recommendations). 
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Recommended Action 

We recommend that you: 
 
a note that the Treasury, DPMC and MBIE have agreed to make a request to the Minister 

for EQC to seek “in committee” amendments to the Cabinet Paper to align accountability 
for key work-streams to the new cross-agency insurance group.  

 
  

 
 
 
 
 
Shelley Hollingsworth 
Acting Manager, Commercial Operations – Strategy and Policy 
 
 
 
 
 
Hon Grant Robertson       
Minister of Finance       
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