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Submitted Documents 

The following documents are submitted to the Inquiry. They are in the folder titled 

S2_20190520_Submission_Control Over NDF and S2_20190520_Submission_Control Over 

NDF _ EQC Board Minutes (note this has already been submitted but has been included in 

this Submission pack as a reference). 

S2_20190520_Submission_Control Over NDF 

  

S2_20190520_Submission_Control Over NDF _ EQC Board Minutes 

Google Drive Links 

The links in this document refer to the documents provided above. 

Change Control Register 

Version 1.2 | 24th May 2019 

• Title Page, added Accountant 

• All Pages, updated footer, read “Title Page of Submission”, now reflects title of 

report. 

• Change control register added. 
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Discussion 

Background 

Please refer to a recent media article for background on this issue: 

https://www.stuff.co.nz/the-press/110674808/plunder-how-the-bill-for-the-canterbury-

earthquakes-was-passed-on 

Corporatisation of EQC -1988/89 

The Earthquake and War Damages Amendment Act 1988 legally separated EQC from the 

Crown, in order to put EQC on a ‘commercial’ footing, in line with privatisation initiatives 

elsewhere. 

Arguably the most important change was to the method of the Crown Guarantee from “grant” 

or “advance” (loan) to simply “grant”. 

This opened the gateway for the Minister of Finance (who retained the power to direct EQC) 

to direct EQC to both: 

1. pay the Crown $1.475 billion (in nominal terms) of capital from the Natural 

Disaster Fund (NDF) between 1989 and 1995 (even after ‘advance’ was 

reintroduced in the 1993 Act): 

 

2. give Treasury the administrative power and access to EQC’s NDF, which 

resulted in the entire NDF being invested in government bank accounts and 

stock (Treasury/RBNZ). 

 

The effect of this was to remove EQC’s control over both its levy stream and capital. This 

draining of the levy income and liquidity control over retained capital was described by EQC’s 

Chair as “inter-generational theft”. 

EQC’s ‘under funding for the next big natural disaster (such as Canterbury) was likewise 

described by the Chair as “a monster lurking in the shadows”. 

https://www.stuff.co.nz/the-press/110674808/plunder-how-the-bill-for-the-canterbury-earthquakes-was-passed-on
https://www.stuff.co.nz/the-press/110674808/plunder-how-the-bill-for-the-canterbury-earthquakes-was-passed-on
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1998 EQC Amendment Act – EQC side-lined permanently 

Tension continued until 1998 when Parliament passed legislation formalising the Crown’s 

control over the NDF (and arguably inter alia EQC operational responses), formalising the 

loss of control by EQC. 

The effect on the Canterbury Sequence Response 

EQC attempted to call on the Guarantee in 2011, when it was over $1 billon insolvent, but 

was denied funding by the Crown on the traditional and generally accepted accounting 

principle of balance sheet solvency, and instead an irregular “cashflow” treatment was 

adopted. 

Treasury and the Minister of Finance instructed EQC to “concentrate on cost control” instead 

of their negative equity position. 

While private insurers have seen their initial loss estimates increase (creep) dramatically 

over the Canterbury recovery period, for some reasons EQC’s has reduced, refer Figure 1: 

 

Figure 1: A chart showing the reduction in EQC’s loss estimates. 
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Conclusion 

Calculations completed by EQCFix.NZ show the size of the Natural Disaster Fund on 30 

June 2010 would have been a conservative $9.6 billion, as opposed to the $5.63 billion as at 

30 June 2010 had the Crown not ‘plundered’ the NDF from 1988 to 1996. 

While EQCFix.NZ understands the legal and accounting actions behind the reforms from 

1988 to 1998, our concern is what the underlying motivation was for this ‘corporatisation’ and 

whether ‘independence’ from the Crown was, in reality, the opposite of what was achieved. 

Therefore, we ask in who’s best interests (politicians or homeowners) most influenced the 

operational decisions were by (and on behalf of EQC) in Canterbury from the 2010-11 event 

sequence? 

For example, we question to what extent the Crown and political control over the NDF 

dictated operational decisions of EQC such as a “Managed Repair Programme” as opposed 

to cash settlement post the Canterbury Earthquake sequence, when combined with the 

overarching Crown fiscal position and global economic conditions in 2010 and 2011. 

As alluded to by EQC itself in 1997, a valid question is whether the NDF is mythical or not.  

We also wonder to what extent the EQC, being in a negative equity situation since 22 

February 2011, has affected its operational response to claim outcomes? Especially given 

EQC’s overall total estimate of the cost of the Canterbury earthquake as fallen between 2011 

and 2018, which is in stark contrast to all other insurers’ liability developments (‘loss creep’) 

in Canterbury. 

Ultimately it appears to EQCFix.NZ that EQC was not in control of its own destiny, and 

decisions made many decades before the Canterbury Earthquake Sequence had already 

dictated the outcome that was experience by many. 

The NDF is a myth, and as a myth it means the only practical use of the EQC is as a ‘social 

contract’ between the public and the Crown. Whilst this is useful, it opens the question of 

who holds the power, at a time of each natural disaster, to alter or manipulate that ‘social 

contract’. 
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Document Register 

Document Register 

Title Author(s) Dated 

1. Annual Report of EWDC  EWDC 31 March 1987 

2. Annual Report of EWDC for the year 

ended 31st March 1988 
EWDC 1988 

3. Earthquake and War Damage Amendment 

Act 1988 (No 142) 
NZ Parliament 1988 

4. EQC First Corporatised Annual Report EQC 1989 

5. 1990 Half yearly report of EWDC to 30th 

September 1989 
EQC/EWDC 1989 

6. 1991 Half yearly report of EWDC to 30th 

September 1990  
EQC/EWDC 1990 

7. EQC 1991 Annual Report EQC 1991 

8. EQC 1992 Annual Report EQC 1992 

9. EQC 1993 Annual Report EQC 1993 

10. EQC 1994 Annual Report EQC 1994 

11. EQC 1995 Annual Report  EQC 1995 

12. EQC 1996 Annual Report EQC 1996 

13. EQC 1997 Annual Report EQC 1997 

14. EQC 1998 Annual Report EQC 1998 

15. 1998 EQC Amendment Act EQC 1998 

16. EQC’s call on its Guarantee 30th June 

2011 
Treasury (COMU) 11 September 2011 

17. EQC’s Canterbury EQ Gross 

Undiscounted Insurance Liability development 
EQC Fix 19 May 2019 
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Supporting Documents 

1. Annual Report of EWDC for year ended 31st March 1987 

https://drive.google.com/file/d/1o22w8GhK5Rvn-nncrxhEYZTgVOCvxxrZ/view?usp=sharing 

 

Figure 2: Annual Report of EWDC for year ended 31st March 1987 

  

https://drive.google.com/file/d/1o22w8GhK5Rvn-nncrxhEYZTgVOCvxxrZ/view?usp=sharing
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2. Annual Report of EWDC for the year ended 31st March 1988 

(see second half of PDF download above for 1998 report) 

 

Figure 3: Annual Report of EWDC for the year ended 31st March 1988 
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3. Earthquake and War Damage Amendment Act 1988 (1988 No 142) 

http://www.nzlii.org/nz/legis/hist_act/eawdaa19881988n142305/ 

 

Comment – Advance (loan) or Grant removed and replaced with just Grant – provides 

excuse for Crown to start draining levy income/fund resources 

 

  

http://www.nzlii.org/nz/legis/hist_act/eawdaa19881988n142305/
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4. EQC First Corporatised Annual Report 1989 

https://drive.google.com/file/d/1Z9-fc-xhUhaGVCcTfY65NBM2FaiK3BhB/view?usp=sharing 

 

 

https://drive.google.com/file/d/1Z9-fc-xhUhaGVCcTfY65NBM2FaiK3BhB/view?usp=sharing
https://drive.google.com/file/d/1Z9-fc-xhUhaGVCcTfY65NBM2FaiK3BhB/view?usp=sharing
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Figure 4: EQC First Corporatised Annual Report 1989 
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5. 1990 Half yearly report of EWDC to 30th September 1989 

(Note Parliamentary Information Services (PIS) haven’t provided the full year report as they 

can’t retrieve it, hence and half year only) 

https://drive.google.com/file/d/1i8g79ytyorf3koLXXxch93uEPj7sKy8d/view?usp=sharing 

 

https://drive.google.com/file/d/1i8g79ytyorf3koLXXxch93uEPj7sKy8d/view?usp=sharing
https://drive.google.com/file/d/1i8g79ytyorf3koLXXxch93uEPj7sKy8d/view?usp=sharing
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Figure 5: 1990 Half yearly report of EWDC to 30th September 1989 
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6. 1991 Half yearly report of EWDC to 30th September 1990 

https://drive.google.com/file/d/1ptBELnQxctz_B8e4IhH-qIdamf43rfjZ/view?usp=sharing 

 

 

 

https://drive.google.com/file/d/1ptBELnQxctz_B8e4IhH-qIdamf43rfjZ/view?usp=sharing
https://drive.google.com/file/d/1ptBELnQxctz_B8e4IhH-qIdamf43rfjZ/view?usp=sharing
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Figure 6: 1991 Half yearly report of EWDC to 30th September 1990 
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7. EQC 1991 Annual Report 

https://drive.google.com/file/d/1VlMOoewZ7ha09opTlMpkWEHZIxS_PxsL/view?usp=sharing 

 

 

 

 

Figure 7: 1991 Annual Report 

https://drive.google.com/file/d/1VlMOoewZ7ha09opTlMpkWEHZIxS_PxsL/view?usp=sharing
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8. EQC 1992 Annual Report 

https://drive.google.com/file/d/14U9puhH20gXSdxJBAeOnrnYCrInx6tFU/view?usp=sharing 

 

 

 

Figure 8: 1992 Annual Report 

  

https://drive.google.com/file/d/14U9puhH20gXSdxJBAeOnrnYCrInx6tFU/view?usp=sharing
https://drive.google.com/file/d/14U9puhH20gXSdxJBAeOnrnYCrInx6tFU/view?usp=sharing
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9. EQC 1993 Annual Report 

https://drive.google.com/file/d/1moRepSIxOv3hDjtBr98aJGPeSymVXEIy/view?usp=sharing 

 

 

https://drive.google.com/file/d/1moRepSIxOv3hDjtBr98aJGPeSymVXEIy/view?usp=sharing
https://drive.google.com/file/d/1moRepSIxOv3hDjtBr98aJGPeSymVXEIy/view?usp=sharing
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Figure 9: 1993 Annual Report 
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10. EQC 1994 Annual Report 

https://drive.google.com/file/d/1Bnksv00S7z6IzRjO2mANV4BhwNPtYfha/view?usp=sharing 

 

 

https://drive.google.com/file/d/1Bnksv00S7z6IzRjO2mANV4BhwNPtYfha/view?usp=sharing
https://drive.google.com/file/d/1Bnksv00S7z6IzRjO2mANV4BhwNPtYfha/view?usp=sharing


Supporting Documents Submission # 2 of 9 

Control Over Natural Disaster Fund (NDF) Page 24 of 37 

 



Supporting Documents Submission # 2 of 9 

Control Over Natural Disaster Fund (NDF) Page 25 of 37 

 

 



Supporting Documents Submission # 2 of 9 

Control Over Natural Disaster Fund (NDF) Page 26 of 37 

 

 



Supporting Documents Submission # 2 of 9 

Control Over Natural Disaster Fund (NDF) Page 27 of 37 

 

Figure 10: EQC Annual Report 1994 
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11. EQC 1995 Annual Report 

https://drive.google.com/file/d/100v4L1xo5VIiLU7MmQnMbWp7bZtcVu_X/view?usp=sharing 

 

  

https://drive.google.com/file/d/100v4L1xo5VIiLU7MmQnMbWp7bZtcVu_X/view?usp=sharing
https://drive.google.com/file/d/100v4L1xo5VIiLU7MmQnMbWp7bZtcVu_X/view?usp=sharing
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Figure 11: EQC Annual Report 1995 
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12. EQC 1996 Annual Report 

(Note pages 2-4 are missing from my copy and I believe these missing pages are relevant and I have 

re-requested the Annual Report for 1996 from Parliamentary Services to obtain them) 

https://drive.google.com/file/d/1OVndN4iBt3xtH_IvwOK0Tnt6nSEWMtM5/view?usp=sharing 

 

 

Figure 12: EQC Annual Report 1996 

  

https://drive.google.com/file/d/1OVndN4iBt3xtH_IvwOK0Tnt6nSEWMtM5/view?usp=sharing
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13. EQC 1997 Annual Report 

https://web.archive.org/web/19980703212034/http://www.eqc.govt.nz/ann_rep/chman.htm 

 

 

  

https://web.archive.org/web/19980703212034/http:/www.eqc.govt.nz/ann_rep/chman.htm
https://web.archive.org/web/19980703212034/http:/www.eqc.govt.nz/ann_rep/chman.htm
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Figure 13: EQC Annual Report 1997 
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14. EQC 1998 Annual Report 

https://web.archive.org/web/19991105224453/http://www.eqc.govt.nz/ann_rep/chman.htm 

 

Figure 14: EQC Annual Report 1998 

  

https://web.archive.org/web/19991105224453/http:/www.eqc.govt.nz/ann_rep/chman.htm
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15. 1998 EQC Amendment Act 

http://www.legislation.govt.nz/act/public/1993/0084/latest/DLM306745.html#DLM306745 

 

Figure 15: 1998 EQC Amendment Act 

  

http://www.legislation.govt.nz/act/public/1993/0084/latest/DLM306745.html#DLM306745
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16. EQC’s call on its Guarantee 30th June 2011 

https://drive.google.com/file/d/1obnQ1qrNRLk2tKAsI1wURhOujzadOetk/view?usp=sharing 

 

 

Figure 16: EQC’s call on its Guarantee 30th June 2011 

  

https://drive.google.com/file/d/1obnQ1qrNRLk2tKAsI1wURhOujzadOetk/view?usp=sharing
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17. EQC’s Canterbury EQ Gross Undiscounted Insurance Liability development 

 

 

https://www.newstalkzb.co.nz/news/politics/eqc-accused-of-bolstering-govt-surplus/ 

 

 

https://www.newstalkzb.co.nz/news/politics/eqc-accused-of-bolstering-govt-surplus/
https://www.newstalkzb.co.nz/news/politics/eqc-accused-of-bolstering-govt-surplus/
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Note – CH = Claims Handling Expenses 

Source : EQC Insurance Liability Valuation Reports 2011-2017, EQC Annual Report 2018 

Figure 17: EQC’s Canterbury EQ Gross Undiscounted Insurance Liability development 
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