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Synod 2026 - Key Buildings Natural Disaster Insurance

CPT General Manager’s Conclusion

The cost of premium and excesses for natural disaster [earthquake] insurance cover for key Diocesan
buildings is considered to be unaffordable. The Diocese can reduce property and operating risks of a
major seismic event by (i) continuing to reduce the size of the Diocesan building portfolio, (ii)
improving the seismic resilience of key buildings through strengthening and new construction, (iii)
parishes [that can afford to] insuring their buildings for natural disaster, and (iv) considering utilisation
of non-Diocesan buildings following a large natural disaster.

1.

Executive Summary:

In September 2024 Synod approved two motions [see end of report], requesting CPT to (i)
evaluate the feasibility of the Diocese self-insuring [Motion 13], and (ii) to investigate key sites
that might be insured and repaired following a major natural disaster [Motion 17]. A report
back to Synod in 2025 concluded that self-insurance was impractical, but that key site
insurance might be possible - contingent on finance.

Natural Disaster [ND] Cover for Key Buildings

The likely costs of providing natural disaster insurance cover and reinstating key buildings
following a large seismic event are significant and most likely beyond the financial resources
of the Diocese and parishes. Based on the scenario of an Alpine Fault rupture of magnitude 8
or above in 2034, the estimated costs are:

= Annual premiums beginning at $248k in 2027 and rising to $1.14m in 2035

= The excess required to be covered by the Diocese following the event is up to $9.54m

= Betterment costs, as part of earthquake repairs, requiring Diocesan funding are
estimated at up to $2.5m

= Other repair/demolition costs in the Diocese between $10m and $50m

Alternative Approach

An alternative to the above approach is to extend actions already being taken to improve the
resilience of Diocesan properties to, and impact from, natural disasters [especially
earthquakes] by:

= Reducing the size of the Diocesan building portfolio,

= Improving the resilience [especially seismic] of key buildings through strengthening
and new construction,

= Parishes, that can afford to, insuring their buildings for ND, and

= Considering utilisation of non-Diocesan buildings following a large natural disaster.

Ministry units, Standing Committee and CPT should continue to take the actions identified in
this report that contribute to the resilience of Diocesan buildings and the ability of parishes
and the Diocese to continue to operate following a major natural disaster.

Background:

A report back to Synod by CPT in 2025 made the following key observations and conclusions
regarding the 2024 motions:
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Risk Appetite & Risk Assessment - Buildings

It was recommended that the Diocese and Synod address the acceptability or otherwise of
the current risk appetite policy and undertake a buildings risk assessment prior to any
substantive consideration of options to assume or mitigate risk [not being limited to self-
insurance and material damage insurance only].

Self-Insurance [Motion 13]

Self-insurance for material damage to churches and halls [$560m cover for $392k insurance
premium currently] could be achieved through the establishment of a $30m - $40m fund
derived from the sale of some 60 or so Diocesan properties [likely requiring the closure of
some 6 to 10 ministry units], subject to (i) agreement of each ministry unit, (ii) suitable
amendments to the CPT Act, and (iii) variations as necessary of property trusts.

Instead of selling such a significant number of properties and self-insuring, the sale of circa
$10m of property might be sufficient to establish an endowment to meet the future premium
costs of church/hall material damage insurance premiums.

Otherwise, the most significant means of reducing the cost of insurance whilst maintaining
suitable cover is to sell under-utilised churches and halls [and land], with the consequential
benefits of additional funds to support capital projects and generating income.

Natural Disaster Insurance — Key Buildings [Motion 17]

The motion effectively asked that consideration be given to the Diocese having the capacity
to ensure that a set of Key Buildings could be repaired, restored or replaced following a natural
disaster [ND] such as a major earthquake, with particular reference to the predicted
imminence of the Alpine Fault rupturing.

The Diocese is under significant financial strain and any funding for the proposed natural
disaster insurance cover would be at the expense of currently funded activities [if
operationally funded] or the asset base and future funded activities [if funded from capital].
Standing Committee and CPT should confirm a potential source of funding, and its
consequential impact, before Synod agrees to take this matter forward. Possible funding
options include:

=  General Trust Estate
= Ministry Unit Levy
= Sale of Property to establish an endowment fund

Reporting to Synod 2026:

Motion 13: Insurance of Church Property

The report to Synod in 2025 addressed the motion requesting CPT to “evaluate the feasibility
of the Diocese “self-insuring””. There was no substantive discussion at Synod following
provision and presentation of the report on this potential initiative — probably reflecting the
very significant challenges to overcome to enable development of a self-insurance [in-house

insurance] programme.
No further follow-up or reporting to Synod 2026 is therefore required.
Motion 17: Diocesan Insurance in Respect of a Major Disaster

The report to Synod on the potential natural disaster [earthquake especially] insurance
focussed on the fundamentals of how this might be achieved. The report concluded this may
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be feasible, albeit that (ii) engagement with Standing Committee, the Bishop, the Dean, the
Archdeacons, and the DMT on selection of key ministry sites [that might be insured and
repaired following a major natural disaster [e.g. Alpine Fault Rupture]], and (ii) further
investigation of funding sources, was yet to take place.

This report therefore focuses on addressing the site selections and potential sources of
funding.

Natural Disaster Insurance — Key Buildings [Motion 17]:

This motion requested “CPT to work with Standing Committee, the Bishop, the Dean, the
Archdeacons, and the DMT to investigate” how a minimal number of key churches [assumed
to include halls] throughout the Diocese might be insured and repaired following a major
natural disaster [especially an Alpine Fault Rupture].

The Alpine Fault is one of New Zealand’s most significant tectonic plate boundaries, separating
the Pacific and Australian plates. Scientists estimate that it ruptures roughly every 250-350
years, and evidence suggests it has a high probability of rupturing in the next 50 years, and is
likely to generate another large earthquake [possibly of a magnitude 8].

Future Alpine Fault Earthquake M8.0 - Max MMI10

" 0 S0 100 moxmmo

STEWART ISLAND

The motion effectively asked that consideration be given to an additional risk appetite policy
of not assuming financial risk due to significant damage to, and loss of, Key Buildings because
of earthquakes [i.e. natural disaster]. There are currently two ministry units that insure their
churches/halls for natural disaster — Merivale and Sumner-Redcliffs.

If affordable, it could assist the Diocese to more fully and promptly recover in the event of a

major natural disaster such as a magnitude 8 alpine fault [AF8] rupture. It is very
straightforward in terms of how this could be achieved with insurers.
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The two major challenges posed by the motion are (i) the selection of the buildings/sites, and
(ii) the funding of the premium, excess and other costs.

Selection of the buildings/sites

As noted by the motion, selection of the key buildings/sites was to require the involvement of
CPT, Standing Committee, the Bishop, the Dean, the Archdeacons, and the Diocesan Ministry
Team [DMT]. This was coordinated by the Diocese, with Standing Committee concluding a
draft list of 28 potential buildings [excluding the Cathedral] at its 15 April 2026 meeting.

The list, being some 3 times greater than that suggested in the report to Synod, was discussed
further with the Bishop and Diocesan Manager and reduced to 15 key sites. It’s important to
note that it was considered appropriate for the initial selection of missionally important
buildings/sites to be somewhat influenced, but not led, by factors such as age, seismic
assessments etc.

It could also be considered that churches and halls at key sites may not both be required to
ensure that parishes and the Diocese can continue to operate following a large seismic event.
Churches and halls at the same site can also have varying seismic ratings.

Potential Premium, Excess, Betterment and Repair/Demolition Costs

=  Premiums. An analysis of the potential premium cost was undertaken [see table
below]. Relevant factors to replacement cover and calculation of the premium
include building age [the pre 1935 premium rate is 60% higher] and seismic capacity
[4 of the buildings would require strengthening to be insured for replacement value
[RV] as opposed to indemnity value [IV]].

The analysis indicated that the initial annual premium would be approximately $248k
[and increasing at an average 7% per annum]. The premium in 2035 is estimated to
double to $1.14m [2 x $571k] in that year following the scenario of an AF8/large
seismic event.

= Excess. Another key consideration is the excess cost [5% of RV for post 1935 buildings
and 10% of RV for pre 1935 buildings]. Given that the ND insurance proposed is for
cover for a major/devastating Alpine Fault [AF8] event or similar, it is necessary to
estimate the worst case excess payable Gallaghers [Diocesan insurance broker]
advise that the levels of excess can be bought down by paying a higher premium —this
would provide a smoothing of cost [plus margin to the insurer] but not expected to
reduce cost over time.

The maximum excess payable is calculated at $6.7m [see table below], rising to
$9.43m in 2035.

= Betterment. The Christchurch earthquakes flushed out the level of deferred
maintenance on many parish buildings, including maintenance costs that had to be
incurred by parishes as part of necessary earthquake repairs. Other betterment costs
[certain code updates, for example], were not covered by insurance.

Deferred maintenance and necessary betterment costs of somewhere between S1m
to S5m would likely need to be incurred, with only an estimated 50% of this cost able
to be met by parishes with key buildings/sites.
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= Repair/Demolition Costs.
Parishes with buildings not covered for ND and damaged by an AF8 or another large
seismic event will have to grapple with:

=  Their immediate and short-term ability to remain financially viable
=  Whether their buildings are safe to use
=  Whether they can afford to repair their buildings
= What to do if they can’t afford to repair their buildings, including:
= Health & safety
= Any heritage obligations
= Alack of a market for sale, or a ‘fire sale’
=  Their ability or otherwise to fund demolition

Wider repair and demolition costs across the Diocese could be in the vicinity of $10m
to S50m [writer’s estimate]. This would be catastrophic for the Diocese.

Key Diocesan Buildings/Sites NDS Premium & Excess Costs
Sites | Buildings Years Heritage RV ND Premium Excess
15 27 1860-2025 7 $109.7m $248k $6.694m

Funding of the Premium, Excess and Betterment Costs
Any analysis of additional insurance cover cost needs to consider the long-run premium
increase rate of 7% per annum, noting (i) that there are significant peaks due to seismic events
and variability due to softening/hardening of the insurance market, and (ii) and long run
increase in replacement value [driven by construction cost inflation] of 4% - bringing the total
long run average annual increase to an estimated 11%.

The Diocese is under significant financial strain and any funding for the proposed ND insurance
cover would be at the expense of (i) currently funded activities [if operationally funded], or (ii)
the asset base and future funded activities and/or potential funding for the Cathedral
reinstatement [if funded from capital].

This does not mean it is impossible to move forward with the establishment of a list of Key
Buildings and determining that they will be insured to the highest level. It would however
mean that Synod would have very challenging choices to enable progress on this matter.

Other crucial considerations include:

= Thereis a need for new/extended/improved buildings within the Diocese

= A significant majority of ministry have operational financial losses, with
congregational numbers overall declining

= All available ‘windfall’ assets/funds are being redirected to the Cathedral whenever
possible, and there is a commitment to further fund the Cathedral

= There are still over a dozen buildings designated as earthquake prone [EPB] and for
which there are funding shortfalls

= Many parish buildings have significant deferred maintenance

= There is significant tension over ministry unit affordability of quota obligations

= St John’s College funding is under pressure

= The three estates remain undercapitalised, with the General Trust Estate [GTE]
already unable to meet Diocesan funding needs without declining in real value.
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As noted, and discussed in the report to Synod 2025, there are three main/obvious potential
sources [not mutually exclusive] to fund the ND premiums and excesses, being the GTE, a
ministry unit levy, and sale of property to establish an endowment. These are discussed in
turn below.

= General Trust Estate [GTE]. As noted previously, the GTE remains undercapitalised.
Since 2021 it has increasingly lost real value [taking into consideration inflation].
Meeting the cost of the additional natural disaster premium, excess and an estimated
50% of betterment costs for the key sites from the GTE critically escalate its future
decline in real value.

Assuming a 2034 AF8 event, by 2035 the GTE value is estimated to have reduced in
real value by $17m due to the premium/excess/betterment costs and, with a residual
value of only $2.6m, would likely be exhausted almost immediately.

= Ministry Unit Levy. A levy could be charged to all ministry units [on a basis to be
determined] to meet the additional annual premium cost. This would place an
additional financial cost on ministry units that many would struggle to afford.

With ministry units increasingly unable to meet expenses [including in arrears or
unable to pay Diocesan invoices] and afford to maintain their buildings, the option of
a_ministry unit levy would not appear to be practical. There is a critical risk that any
levy would not have accumulated to a sufficient level to cover excess and betterment
costs prior to a large seismic event occurring.

= Sale of Property to establish an Endowment Fund. It is estimated [via high level
analysis] that circa $7.75m of property sale proceeds in 2027 could meet the cost of
the additional natural disaster premium, excess and betterment costs in the scenario
of a 2034 AF8/large event.

Achieving sales proceeds of $7.75m for an ND endowment fund is not considered
feasible given legal constraints, insufficient time, and existing competing priorities for
any sales proceeds.

Other Considerations

= Earthquake Prone Buildings [EPBs]. There are still some 18 EPBs to be addressed at a
potential cost of $14m [$10m for Hororata], with 4 of the 27 key buildings being EPB.

= Age of Buildings. Future analysis should further consider the implications of the age
of buildings as they affect premiums, potential level of damage, betterment costs [due
to condition], and functionality. 7 of the 27 buildings are pre 1935.

= Community Facilities. The ability of council and government buildings [including
schools] built to a high seismic standard that would likely be available following a large
seismic event. Other denominations buildings could also be considered.

= Key buildings/sites list. Further reducing the number of key buildings/sites.

= Churches vs Halls. Whether either a church or hall at a site [assuming the buildings
aren’t interconnected] could be insured for ND - reducing the potential premiums and
costs following a major seismic event.

= Heritage. The additional complications, risks, costs and time to repair associated with
heritage buildings may materially reduce their attractiveness for inclusion in the key
buildings/sites list. 7 of the 27 buildings are heritage listed.
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= Delays. The timescale to repair and therefore such other issues as falling parish
revenue, alternative facilities, and cost escalation.

= Future affordability. Obtaining insurance following an AF8 would likely be
unachievable, as cover would be hard to obtain, premiums would skyrocket, and there
would be no funding to meet any excess.

=  Parish Initiative. Parishes can proactively elect to insure for ND [e.g. Merivale and
Sumner-Redcliff].

Conclusion

The costs of providing ND cover and reinstating key buildings as scheduled following a large
seismic event are significant and most likely beyond the financial resources of the Diocese and
parishes.

Natural Disaster Risk Mitigation — Alternative Strategy [Motion 17]:
An alternative to the above strategy is to increase parish and Diocesan resilience to a major
seismic event and to insure key buildings for natural disaster as is feasible at any given time.

Reducing the Size of the Buildings Portfolio [Active]

A key strategy to reduce the impact and cost of a large seismic event on properties is to reduce
the size of the Diocesan building portfolio. This was happening to some extent prior to the
Christchurch earthquakes and accelerated following the earthquakes due to demolitions and
sale of properties. The sale of properties has been influenced heavily by cost of insurance
concerns, parish/congregational financial challenges, cost of strengthening for EPBs, cost of
buildings operation and maintenance, and low utilisation levels.

Following the Christchurch earthquakes and the revision of EPB regulations, a significant
programme of strengthening was undertaken which resulted in improved seismic resilience
for many Diocesan buildings. Strengthening works have slowed dramatically in recent years
and resulted in a core group of approximately 18 buildings [about 8% of the portfolio]
remaining EPB some 15 years after the earthquakes. These buildings also have higher material
damage financial risk exposure due to the insurers limiting cover to indemnity value
[depreciated value].

There are many churches and halls in the Diocese that have low levels of utilisation and
arguably are not necessary for the mission and ministry of those parishes involved. The
disposal of these buildings can reduce the exposure of the parishes and Diocese to overall
seismic risk, reduce parish operating costs, and potentially free up capital to support
improvements to remaining buildings and/or operational costs.

Several parishes are unable to meet the cost of insurance premiums and regularly maintaining
all their buildings. This results in deferred maintenance and generally poorer outcomes for
the buildings following major events. The disposal of these buildings can reduce the exposure
of the parishes and Diocese to overall seismic risk, reduce parish operating costs, and
potentially free up capital to support improvements to remaining buildings and/or operational
costs.

The continued focus and action of parishes, CPT and the Diocese in reducing the total number
of buildings in the Diocese is a key strategy in reducing exposure to seismic risk and
consequential financial and non-financial impacts.
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Renewed attention to the strengthening and/or disposal of EPBs, including the potential
introduction of a deadline, is necessary to address this tail of seismic risk.

Parishes, the Diocese and CPT should actively work toward disposal of unnecessary property
and property that is unable to be properly maintained.

Improve the Seismic Resilience of the Buildings Portfolio [Active]

Several parishes have acted to improve the seismic resilience of buildings beyond the
statutory minimum, including in some instances where the buildings were not EPB. CPT has
set an aspirational strength of 67% of NBS [New Build Standard] for all parish buildings.
Strengthening buildings beyond code requirements improves the seismic resilience of
individual buildings and the overall buildings portfolio.

Construction of new buildings, although not a common occurrence in the Diocese, is an
excellent means to improving the seismic resilience of the building portfolio, with all new
buildings being built to the current code [100% NBS]. New buildings since the Christchurch
earthquakes include All Souls Merivale, Holy Trinity Avonside, ‘The Foundry’ Shirley
[Burwood], and St Peter’s Preschool Upper Riccarton-Yaldhurst. Extensions [also 100% NBS]
include St Peter’s Church Upper Riccarton-Yaldhurst, St Faith’s East Christchurch, and St
Barnabas Woodend.

Parishes are encouraged to consider the benefit of strengthening key buildings.

Parishes are encouraged to consider the construction of new buildings where there is a strong
case.

Insure for ND when Affordable [Active]

A small number of parishes have insured their buildings for natural disaster. This contributes
positively to the ability of those parishes and the Diocese to continue to operate following a
large seismic event. Parishes are encouraged to consider ND cover; however, the cost is
prohibitive for most parishes and at some stage may become prohibitive for all.

Parishes are encouraged to insure churches and halls for natural disaster if financially viable.

The relative affordability of residential ND insurance, and overall improving quality of
vicarages and clergy houses, means that the physical and financial risk of a large seismic event
is relatively well covered.

Utilise Non-Diocesan Buildings [Active]

Some parishes cooperate formally with other denominations, including the co-utilisation of
buildings. This extends the number of buildings that might otherwise be available for use
following a large seismic event. All parishes could, as part of natural disaster planning, identify
nearby buildings [faith based and secular] that would likely remain useable after a large event
and might be available for parish use.

Parishes are encouraged to identify nearby buildings [faith based and secular] that would
likely remain useable after a large natural event and might be available for parish use, and to
have conversations with the property owners.
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Synod 2024 Insurance Motions

1. Insurance —

Two insurance related motions were passed. As a result, CPT will need to embark on a project
to review aspects of property insurance and report back to Synod 2025 in respect of self-
insurance and insurance in respect of a major disaster.

MOTION 13: INSURANCE OF CHURCH PROPERTY

Preamble:

WHEREAS it is becoming increasingly expensive to insure Diocesan properties, and it may no
longer be realistic to insure them for their full replacement value, a possible alternative is that
we explore providing our own cover, that is self-insuring.

That this Synod:

Requests the Church Property Trustees to evaluate the feasibility of the Diocese “self-
insuring.”

Note: “self insuring,” is a scheme whereby we collect our own premiums, and this is held in
trust and decisions relating to pay out are our own.

MOTION 17: DIOCESAN INSURANCE IN RESPECT OF A MAJOR DISASTER
That this Synod:

1. acknowledges the probability that a natural disaster such as the Alpine Fault or the
Hikurangi subduction rupturing will occur within the lifetime of some of its members:

2. notes that few ministry units have insurance cover for their buildings in the event of
such disaster.

3. acknowledges that a significant natural disaster could leave the Diocese without
means to repair or rebuild a minimal number of churches for future worship services

4, requests CPT to work with Standing Committee, the Bishop, the Dean, the
Archdeacons, and the DMT to investigate relevant matters such as (but not necessarily limited
to):

a. where a minimal number of churches for the Diocese to function following a major
natural disaster might be located across Canterbury, Westland, and the Chatham Islands;

b. what insurance cover to ensure such churches were functioning in a reasonable
period of time was required;

C. the extent to which the Diocese would need to assist the designated ministry units
with costs of premiums for natural disaster insurance cover; and

d. the implications of such assistance for Diocesan budgets beyond 2026.
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