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NOTE: SOME CONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILEGE,
EARTHQUAKE COMMESRION
Bmihona Riwhenua
MINUTES OF THE MEETING OF

THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Mafestic Centre Board Room

Level 20, 100 Willls Street, Wellington
Friday 15 February at 10.00am

in attendance;

Present:

M C Wintringham {Chair)
D K Bovaird

R J Black

G M Smith

K B Taylor

Apologles:
T Burt
P Hughes

P@)a)

The meeting was declared open at 10.00am

| Simpson (Chief Executive)
H Cowan (GM Reinsurance, Research & Education)
B Dunne (General Manager Strategy, Policy and
Legal - part meeting
B Emson (General Manager Customer Services) -part
meeting
I (Velvilie Jessup Weaver) - part meeting
I (Melville Jessup Weaver) - part meeting
{AON Benfield) ~ part meeting

(AON Benfield) - part meeting
(AON Benfield) — part meeting

(Minutes)

AGENDA ITEM

Present and Apologies
The Chair recorded apologies from T J Burt and P § Hughes,

The Board confirmed that there were no interests not otherwise
declared on any agenda items.

Minutes of Board Meeting of 12 December 2012,

The Chair noted the new template of the minutes
acknowledging this will assist in extraction of Board decisions
and action points,

The Board noted the following amendments were required:

®  Page 3, point4.2“......Cash was being pulled out of large
cost items and Fletchers work to reduce the overhead base
and therefore eventually reduce the numbers of hubs in
the coming year” —to be reworded by Management,

e Page 3, point 4.2, third line should read “...in terms of the
Statement of Intent Measures as well,...”
Page 6, Part C, change “operational” to “operationalised”
Page 7, Part D, change “practise” to “practice”

The Chair noted and accepted Management’s advice on best

practice around legal privilege,

The Board:
a) Noted the Minutes.
ACTION

¢ Management to amend wording on page 3, point
4.2,

Subject to re-wording and grammatical changes;
The Board:
b) Approved and confirmed the minutes of the

meeting held 12 December 2012 as a true and
accurate record.
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Advised that a key piece of work has been undertaken
resulting in the launch of Safe Six programme later this
month and highlighted that EQC is leading the way in this
area both in the public and private sectors.

2.1. | Draft unconfirmed minutes of the Legislative Review Sub- The Board
Committee meeting held Monday 4 February 2013.
a) Noted the draft minutes of the Legislative
The minutes of the above meeting were provided to the Board Review Sub-Committee meeting held on
for their information. Monday 4 February 2013.
Management provided an update of current discussion points
noting:
®  The Treasury has confirmed a shared view that EQC will no
longer provide contents cover.
*  Treasury is working very closely with EQC, taking into
account the operational concerns and considerations that
heed to be built into the review of the overall scheme of
) the Act.
B(2)(f(iv
9(2)(g)i
Next steps are o design a draft discussion document ready
to take to Treasury and then the Ministers and to provide
consistency prior to meetings with reinsurers taking place
in April.
3. Matters arising ACTION
The Chair acknowledged the matters arising noting that theyall | e The chair requested Management update the
appear to be In order or underway. Board on the status of the smail dwellings paper
and the expected timing of this paper coming to
The Chair questioned Management as to the status of the small the Board.
dwelling paper who advised that an update will be sought and
provided to the Board subsequent to this meeting concluding.
8 Dunne, P Jacques and B Emson entered the meeting at 9.15am.
4, Chief Executive Report The Board
The Chief Executive (CE) presented the CE Report. a) Noted the contents of the Chief Executive
Report.
Management:
ACTION

Management to provide an update to the Board
on the time frame for addressing the bacldog on
cash settlements to reduce the funds we are
holding for this purpose.

Management to provide a litigation paper to the
March ARC meeting to show an overview of
current litigious activity with a view to taking a
‘stocktake’ to the April Board meeting.
Management to provide a more formal legal
report attached to the CE report each month

Page 2 of 10
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Advised the Board that a significant amount of time has
been devoted to privacy, particularly around the interface
between EQC and external providers (such as private
insurers). EQC is looking to develop a more formalised
approach for ensuring security around this information.
Noted & focus on information and files held, particularly
around ‘vulnerable’ people and advised the Board that
hew systems have been, with an audit of historical
information and files alsp being undertaken,

Advised that the Government has agreed to fund the costs

where damage costs for buildings have been apportioned

to an event for which the customer has not lodged a claim,

Advised a lack of comfort with the workflow time

Management provided by Hetchers and discussed plansin

place to provide incentives to contractors to maximise
their outputs.

Advised that all activity on Canterbury daims handling is
now managed in New Zealand with a further programme

proposed to be put in place to bring non-Canterbury claims

on-shore by the end of June 2013,

Advised that an efficiency drive has been put in place
around the decision making processes for cash
settlements, together with a general review of all systems
and process.

The Board:

Sought assurances that the privacy policy reflected best
practice, was rigorous and had adequate external input.
Discussed the number of OIA reports and requested
confirmation that practices have been put in place to
manage these requests, Management advised that a
significant communicatlons programme has been
implemented to mitigate this situation

Discussed various issues around the implementation of
Diminution of Value {DOV) noting that a final decision will
be required from the Board at the March meeting.
Discussed litigation risks with Management and sought a
paper to provide the Board with a ‘whole picture’ view,
noting that, where there were no confiicts of interests or
duties, it was the Board's preference to follow a whole of
Government approach as far as possible.

4.1.

Business Performance Report

Management;

Spoke to the paper noting this incorporates the new
Actuarial Valuation. However these figures have not been
transferred through to the financials until approval is
received from the Board.

Provided the Board clarity on how legitimate claims that
had not been previously included in the report were being
identified (or “found’) noting there are a number of
reasons for these having been incorrectly categorised,

The Board

b)

Noted the contents of the Business
Performance Report.

Requested that the Summary of Major Results
Report (page 3) includes last month's figures to
assist the Board in identifying movement.

Page 3 of 10
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®  Provided assurances on how complaints are being dealt
with, noting that these are many and varied and EQC’s aim
is to get each complaint dealt with as quickly and
efficiently as possible.

4.2,

Health and Safety Report

° Management confirmed work continues towards

The Board

a) Noted the contents of the Health and Safety

preparation for the ACC Workplaces Safety Management Report.
Audit which Is set down for 12 March.
*  The key matter in this report is the launch of Safe Six on
26" February. The Minister is strongly in support of this
programme and expressed disappointment that his
schedule would not allow him to attend.
¢  Management spoke to the new rule that the Department
of Labour (Dol.) {(now part of MBIE} has imposed which will
impact significantly how we deal with repair work being
carried out at height. Management is assessing options as
to how we can work with MBIE to minimise the impact on
completion of works.
¢  The Board endorsed Management’s view that the safety of
our people is paramount and supports Management to do
whatever is needed to prevent and assist in threat
response training.
&8 Dunne and B Emson left the meeting at 10.45
[Q.%Ihen tered the meeting ot 11.000m -
B(2)(a)
Melville Jessup Weaver Staff: _
entered the meeting at 11.11 am.
Insurance Liability Valuation Update as at 31 December 2012 | The Board
The Board considered and discussed the following :
a) Accepted the Insurance Liability Valuation
¢ General understanding of, and agreement with, with the paper as at 31 December 2012,
assumptions underlying the valuation.
¢  Sensitivities and uncertainties that might alter the b) Agreed, subject to {d) and (f} below, to continue
..numbers. to use the existing ultimate liability in the {June
*  Impact of and use of the revised numbers, in accounts and 30 2012) actuarial valuation until the Board
forecasts, and in discussions with reinsurers. makes a formal decision to accept an
¢ Impact of Diminution of Value implementation in the new altemnative.
valuation,
c) Agreed, consistent with (b) above, not to
The Chair: “release” the difference of $.5 billion (between
the 30 June and 31 December 2012 valuations)
- until that decision is made.
d) Requested a supplementary note from the

®  Advised that we are to provide complete {ransparency and
openness with our reinsurers,

actuaries providing more detail on the basis of
the land liability calculation, in particular the
movement in the forecast liability and the
impact of the use of Dimlnutfon of Value In the
cakulation.

Page 4 of 10
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e« Noted that in the current environment, EQC is on the cusp

of a series of decisions and/or tests about the process of e) Agreed to provide full disclosure to EQC’s
reinsurers and Treasury on both the MIW
report as at 31 December 2012, and EQC's
decisions on the use of revised forecasts of

land settlement and queried whether EQC ‘take’ and
‘bank’ the $.5b or retain the current accounts and make
the substantive change in the June accounts when the
decisions have been made and the figures are clearer.

The Board: f)

®  Requested dlarity on land value assum ptions,

®  Advised they were reluctant to reduce the gross uitimate
claims estimate without a sufficient basis, This is because
the Board prefers a cautious approach and is conscious
that this figure may increase again.

®  Advised Management to state to relnsurers that “there is L

still a large amount of uncertainty around land and DOV
but further certainty will be avallable in June 2013

The Actuaries noted:

[ ]
That the variability of resuits for the land model wili be less
than previously as uncertainty between land and building
relationships has been removed through better matching
as a result of imnroved LIDAR data.

®  That they would like to work more closely with Fletchers as
to actual repair costs rather than estimates, As part of the
apportionment process, they would like to repeat
apportionment surveys to “est’ the numbers,

Nabflity.

Agreed that the Insurance Liabllity Valuation
Update paper as at 31 December 2012 and the
supplementary note, will go to the next ARC
meeting for confirmation of the decision in (b}
above, prior to its communication to the
Treasury, and before its provision to the
reinsurance market.

ACTION

Management to circulate the updated valuation
to the ARC for discussion and decision and then
forward to the Board for their information.

TQ/%MQ
Melvilie Jessup Weaver Staﬁ,"—. (3

the meeting at 11.45 am, —
Be2)(a)

AON Benfield Staff: nd
entered the meeting at 1i1.50 gm.

Reinsurance Renewal Strategy The Board;

The Chair noted that: a) Confirmed the marketing of the programme on
expiring terms, which involves the replacement

e Management is looking for some parameters from the of“of cover running off, and the

Board to engage EQC’s professional advisors and brokers, additional |Bf cover if full placement of
5 desired,

¢ Thisis being conducted in an environment of exhaustion of
the fund and review of the EQC Act.

¢  The recommendation from Management is a ‘rollover’
with only a few adjustments to explore differences In
structure to enable a more cost effective placement,

Page 5 of 20
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The Board:

Considered the Market Outlook which shows littie change
since the December Report.

Discussed various structure options recommended.
Noted that there is currently a high reinsurance market
supply with weak growth in demand,

Agreed that their intention is to retain a market presence
and key relationships to provide EQC and the Government
with the best apportunity for a receptive market.
Discussed ISV status as a good counter-party and
noted that their current rating sits within our policy and
that their share will remain at the same level as the
previous year.

L

AON Benfield Staff; and

9(2)(3) _leﬁ the meeting at 12.30 pm.

The meeting broke for lunch at 12.30 pm and resumed ot 1.02
pm.

-oined the meeting at 1.05pm.

b) Authorised Management, in the interest of
more favourable spread of capacity on the core
programme and as an alternative to the current
structure, to merge SN "d
implement if considered appropriate and within
the levels shown on

d) Authorised Management to achieve the above,
at the gross rates on line o

utilising co-insurance

as their current

e) Agreedto retai‘r'll;-
rating remains within our policy parameters.

ACTION

* Management to ensure Minister and Treasury |s
informed of final decision.

7

Research Education Strategy

The Chair summarised the paper, noting:
The request for a timely increase.

That the outline is more systematic and integrated.

This ensures the results of new data coming from Research
and Development finds its way into practical application.
That this represents the product of work and thought over
a number of years and reflects the contribution EQC can
make to the wider community.

That this allows for an improved awareness and more
appropriate management of risk through research and
education.

That this will maximise the impact of funds invested in
GeoNet and allows EQC to capitalise on the data and
information secured out of Canterbury around engineering
That it is important that this data is translated into actions
which will minimise the risk and financial loss in the future
where another event of magnitude occurs.

The Board:

a) Adopted the revised Research and Education
Strategy in support of EQC's research and
education function,

b) Directed Management to develop a work
programme and detailed scope for proposed
new initiatives, in keeping with the strategy and
budget.

¢) Noted the indicative budget of $1.2m.

d) Noted that the responsible Minister will be
informed of the Final decisions on the work
programme and budget for research and
education,

Page 6 of 10
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The Board discussed and considered:

¢ The factoring into this report of previous concerns around
planning decision consequences, whereby it is EQC’s
responsibility to have a long term and informed approach
for risk planning.

o The strategy will be used to inform the research grant
programme and education, noting the focus Is moving
from social marketing to education of those who influence
and make decisions (local government, land use planners,
engineers and architects etc).

How EQC can harmonise its relationshins with other

¢ The Engineering lifeline forum’s success noting that
companies are basing decisions on EQC’s research and
education which have mitigated some of the loss in
Canterbury.

The Chalr agreed that should further funding be required the
Board would consider a paper submission outlining this request.

Geo Net Review update
The Board discussed the paper noting:

*  The minor modifications and enhancements to earlier
iteration,

o The cost/benefit analysls is worth conducting to position
the conversation with wider government for accountability
or stewardship for those functions that the panel sees as
relevant and needed which are outside of EQC’s mandate.

Management requested and the Board agreed to convey the
Board’s appreciation to the GeoNet team and agreed to discuss
at a future meeting the option of brining members of this team
to meet with Management and the Board.

The Board:

a)

b}

<)

d)

]

Accepted the report of the GeoNet Project
Panel Review

Noted the strong endorsements of both service
perfonmance and stewardship of GeoNet by the
team at GNS Sclence and that commendation of
the EQC Board should be conveyed to the
GeoNet team at GNS and the EQC staff
involved.

Noted that some of the recommended technical
and managerial enhancements proposed by the
Panel have been partially implemented while
others will be investigated for costing and
adopted in the 2013-2014 Plan if they can be
accommodated within the current proposed
budget for 2013-2014.

Noted that 2 timetable for addressing longer
term enhancements, including those requiring
new nvestment, and matters relating to future
funding, governance and wider stakeholder
engagement, will be developed in paraliel
during the 2013-2014 work planning process,

Noted that Management will commission NZIER
to update the Cost-Benefit of GeoNet and EQC’s
related research and education investment, to
quantify the benefits to EQC and wider New
Zealand in light of the recent hazard events and
to inform its future direction and stakeholder
engagement.

Page 7 of 10
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f

B)

h)

Instructed Management to report back to the
Board with the results of the updated Cost-
Benefit analysis and a timetable setting out the
process for updating the GeoNet Strategic Plan,
having regard to Panel recommendations and
all matters relevant to the funding of GeoNet
from 2015-2020,

Agreed that the Minister responsible for the
Earthquake Commission should be informed of
the resuits of the review.

Requested Management to ensure that the role
of EQC in its ownership and funding of GeoNet
is taken into account in the review of the EQC
Act,

RETEII - v ecuns ot 1.3

B Emson entered the meeting at 1.36pm

Land Communications Strategy

Menagement spoke to the paper noting;:

That fand is still our biggest risk particularly around the
interpretation of EQC’s obligations under the Act. A
significant number of customers believe that they will get
their rateable value of their property which is a complete
disconnect with the intent of the Act,

Focus groups have been undertaken with customers, but
there is still a general lack of confidence in EQC’s ability to
deliver on promises,

EQC’s land settlement programme and communication
programme need to overcome hoth lack of knowledge in
the community and diminishing trust.

Customers view their land/dwelling and contents claim as
one unit which is not aligned with EQC’s separation of each
claim. EQCis working to align the dwelling and land claims
to mitigate this iseue,

The Board discussed and noted:

That EQC needs to be far more transparent in land
settlement decisions.

That it is essential that systems are put in place now to
retain and record the lessons learned to ensure that future
generations have tools to assist in the event of another
large scale event,

The Board:

a) Noted the contents of the Communications

ACTION

programme for land claims.

Management to provide to the Board at the April
meeting a considered view with
recommendations regarding Declaratory
Judgment and whether EQC should initiate
litigation,

Page 8 of 10
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¢  Thatifthere is a funding or resourcing constraint, the
Board is in full support of Management implementing the
tools required.

Quarterly Reporting against the Statement of Intent
Management spoke to the paper noting:

¢ The document’s Intent is to pick up the elements of time,
cost and quality and to provide the public with
expectations for EQC’s performance around different
events, noting that for a smail event, settlement and or
repair/rebuild will be implemented in a faster time frame
than for a large scale event,
The ‘Measures’ reflect a ‘best endeavours’ approach.

¢  This s still the correct document for measuring targets
noting that some of the measures are not able to be
achieved as times have changed since the creation of the
SOl.

¢ Management's preference is to retain the current SOI
and insert notes about errors in year-end reporting,

The Chair:

¢ Noted that the SOl is an agreement between EQC and
the Minister outlining our performance targets and it is
also a public accountability document which carries with
it obligations and optics about the integrity of the
document. On this basis;

The Board:

o  Considered the process of changing an SO after two
quarters and agreed it would be preferable to retain the
current SOl and instead, insert supplementary
explanatory notes against the measures in year-end
reporting, noting this differs from a previous discussion
held at Board whereby the shared opinion was that the
$0I should be corrected.

The Board:

a} Noted the contents of this paper;

b} Agread that the current Statement of Intent Is

retained and that Management will insert
supplementary explanatory notes outlining
varlances at year end.

ACTION

Management to ensure Minister’s office and
Treasury are advised of this outcome,

i1. .

General Business

To ensure that EQC’s record of Board Members’ Interests s up
to date; coples of the current register of interests were
distributed to each Board Member.

The Board agreed that matters of conflict of interests should
only include matters where a client relationship or business
relationship intersects with EQC,

ACTION

Board Members to update/amend their Register
of interest and return to the Board Executive by
1 March 2013.

Page 9 of 10
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| The next Board meeting will be on Friday 22 March 2013 In
Wellington.

The Meeting closed at 2.10 pm,

These minutes were approved by the Board as a true and
correct record.

M C Wintringham Date

Page 10 of 10
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THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Willis Street, Wellington

Friday 22 March at 9.00am
Present:; In attendance:
M C Wintringham {Chair) I Simpson (Chief Executive)
D K Bovaird B Dunne (GM Strategy, Policy and Legal) - part
R J Black meeting
G M Smith B Emson (GM Customer Services) -part meeting
K B Taylor P lacques (GM Corporate Services) ~ part meeting
TJBurt 9(2) ) ““(g. )| I (Vinutes)
Apologies:
P Hughes
K B Taylor {from 11.40am)

The meeting was declared open at 9.00am

AGENDA ITEM

Present and Apologies

The Chair recorded apologies from P § Hughes,
The Chair noted that K B Taylor will be t2aving the meeting at
11.30am.

The Board confirmed that there were no interests not otherwise
declared on any agenda items.

B Dunne, P Jacgues and B Emson entered the meeting at 8.00om

2.

Minutes of Board Meeting of 15 February 2013,

"| The Board noted the following amendments were required;

e Page4, palnt 5 {b) insert “ultimate liability in the” prior to
“(June 30 2012) actuarial valuation....”

The Board

a)
b)

Noted the Minutes.

Approved and confirmed the minutes of the
meeting held 15 February 2013 as a true and
accurate record,

3.

Matters arising
The Board reviewed the matters arising.

ACTION

Board Executive to remove completed items
from the Action items outstanding report,
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Chief Executive Report

The Chief Executive {CE) spoke to the CE Report.

Management:

Noted that good progress is being made with 14,000
land assessments completed to date,

Noted that transparency in terms of communication with
the customer is crucial to mitigate expectations around
timelines between the assassment and payment (if any).
Provided the Board with a summary of where in the land
assessment process timeline the Canterbury process
currently sits,

Advised the Board thai any ‘holds’ on payments being
made now relate to land and they are working on
ensuring the payment system is ‘bolted’ to the
assessment system as efficlently and consistently as
possible.

Advised that a meeting is set to take place between EQC
and three major insurers to discuss the practicalities of
implementing land settlement between EQC and their
customers,

Advised that EQC had applied for ACC accreditation at
the ‘primary’ level and has been granted a higher rating
of *secondary’ which reflects well on our Health and
Safety process and has a cost saving benefit to the
organisation.

Noted that work is under way on improving the security
of customer information on our CMS system.

Advised that there is still a strong focus on OIA’s but
recognized that the net change is not improving i.e. the
teams are able to meet the requests arriving on a daily
basis but not able to address the backlog. The
Ombudsman has written to all customers who have
lodged an OlA requesting them to be patient.

Noted the nroi. ess on Dwellini Reialrs-

Discussed the ‘in principle’ ‘wash up’ proces

An attempt was
made to complete this on an Industry wide basis,
However, as this is not achlevable, EQC is working with a
few insurers only.

Advised that while manual apportionment ratios have
been agreed to as to what percentage of damage is
apportioned to each event, it still remains to determine
the value of what goes to each event,

The Board:

® Discussed Management's definition of “assessment”

noting that this is after the property has had a physical
assessment and the damage is verified. At this pointa
‘dollar figure’ is attributed to the claim and a
settiement statement is drawn up awaiting payment.

The Board:

a) Approved in principle EQC entering into
negotiations with private insurers to develop a
“wash-up” mechanism, provided that any
resulting mechanism complied with EQC’s
statutory obligations and with contractual
obligations {including utmost good faith) with
EQC's reinsurers

b) Noted that in attempting to develop any wash-
up mechanism, Management should he aware
of the Board's preference foran industry-wide
approach,

ACTION:

¢ Management to report to the Board in April
on the timing and process for Land subject to
results of meetings with Insurers and
Southern Respanse. The Board accepted that
this may need to be addressed by email
depending on the timings of the meetings
held.

¢ Management to ensure the Board is keptup
to date with any key litigation that arises and
its implications.

*  Management to provide to the Board analysis
of the time period between the assessment
taking place and the customer receiving a
cheque and whether this is acceptable,

Page 2 of 9




IN CONFIDENCE

NOTE:'SOMELCONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILEGE.

® Discussed whether the time petiod between the
assessment taking place and the customer receiving a
cheque is acceptabie. The CE advised that
Management will be in a better position to answer this
question in April having taken into account a number of
issues including DoV/process/section 19 etc.

* Noted that defays have occurred In part because there
wasn’t historically a Standard Operating Procedure to
follow for an event of this scale and new processes
have had to be developed,

¢ Noted that
a) Manual apportionments involving insurers outside

the red zone are tracking well, Progress is being
made on cash payments for overcap properties.

¢ Noted that some business processes are complicated
by policy questions arising from a combination of:

a) Inadequacy of the Act

b) Precedent set by previous payments made by EQC

€) Complications around Multi-unit
dwelling/Properties with a shared interest/Body
corporates etc.

e Agreed that Management should ensure that both the
Ombudsman and the Privacy Commissioner are kept
informed on matters relating to their jurisdictions,

® Noted the litigation update and requested that
Management ensure the Board is kept up to date on
any key Issues arising and the implications thereon.

4.1. | Business Performance Report The Board
The Board: @) Noted the contents of the Business
Performance Report.

* Requested that Management include the dollar value
into the Summary of Major Results paper alongside the | ACTION

percentage figures. *  Management to include the dollar figure into the
* Requested assurances that Treasury is kept up to date Summary of Major Results tables.
with the expected timeline on when the Natural * Management to provide the Board with the total
Disaster Fund Is likely to be exhausted. liability figure for residentlal repairs as soon as
¢ Considered the information provided on progress In practicable,
settlement of building exposures. * Management to loak at NZ inflation bonds to
move to a short term duration index {less than
Management: three years).
® Management to amend CHE reporting to a dollar
¢ Advised that the CHE figure would be more basis from a percentage basis for future reports,

appropriately managed and monlitored on a dollar (s)
basis rather than a percentage (%).
® Discussed that the nature of the costs in our CHE relate
not only to direct settlement costs but also undertaking
payments such as:
a) Tonkin and Taylor — complex engineering
assessment
b} Chapman Tripp - complexity of the Act
c) Building the infrastructure of the organisation
from scratch.
d) Support provided to the recovery as a whole.
e) The particular statutory requirements applicable
fo a Government organisation.

Page 3 of ®
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e Noted thmve requested more

information on how EQC determines where CHE are
allocated.

¢ Advised that all apportionments that are in the band
that could be passed to insurers, and a cap paid, will be
completed by the end of May 2013,

®  Noted that Management is working to produce an
apportionment model to apply to overcap payments —
awaiting a broader sample of data which will be
available in August 2013,

¢ Noted that significant effort is focused on addressing
‘vulnerable’ claims as we haad into another winter.

*  Advised of a new initiative through the Research Fund
whereby EQC is sponsoring a Christchurch Press
journalist to go to Japan to investigate their progress
post the fapan earthquake.

4.2

Health and Safety Report

The Board considered the Health and Safety report noting that
one of EQC’s prioritles is to look after our people.

Management advised the Board of a serious harm incident
which is currently being investigated by the Department of
Labour. This event has been incorporated into the Safe Six
launch to reinforce the message to staff and the outcomes from
the process review will be disseminated to the organisation to
avoid further incidents of this magnitude.

Management is working with the industry to set a ‘minimum’
health and safety standard which will be implemented and
embedded into alf contractor relationships.

The Baard

Noted the Health and Safety Report.
Relnforced the importance of Health and Safety
in EQC’s areas of responsibility in the
Canterbury rebulld.

a)
b)

4.3.

Insurance Liability Valuation update

The Board considered the attached update and
recammendations from the Audit and Risk Committee making a
miner change to the minutes to include the words “ultimate
liability” in the minutes from the 15 February Board meeting and
the recommendation noted here,

The Board

a) Noted the contents of the ILVR update paper.
b} Ratify the decision taken by the Audit and Risk
Committee on 25 February 2013 that EQC
continues to use the ultimate liability from the

June 30, 2012 actuarial valuation until the
Board makes a formal decision to accept an
alternative.

The meeting broke for morning tea at 10.35 and reconvened at
10.57am.

1 Simpson, B Dunne and B Emson left the meeting at 10.58 am.
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5. Diminution of Value [DoV) The Board: u-%
0 2)(h)

6. Cash Payment update The Board:
a) Notedthe contents of the paper.

The Board discussed and considered the paper noting there is

still some uncertainty between the ‘eap’ between ACTION:
apportionment and payment. e Management to provide a summary analysis of

the fund showing current balance and projected
It appears that there is approximately $ of claims remaining belance after forecast costs.

which, if EQC is to achieve its completion goals would have to be
paid out at a rate of $166m per month.

8 Emson and B Dunne returned to the meeting at 11.27am.
P Jacques returned to the meeting at 11.44am

7. Procurement and Contracts Management Implementation The Board:
Strategy (PCMIS) report a) Noted the contents of the paper.
b) Confirmed the importance, for good financial
The Board considered the paper noting: management and mitigating reputational risk,
to have good contract management in place
e That thisis the response to the audit of contracts In and supported Management’s to Intention to
place but not adequately documented. complete this process as & matter of priority.
® That the Aon Benfield contract needs to be revisited
under this policy.
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Management advised:

That the Tonkin and Taylar contract is currently being
renegotiated on the basis that it was entered into prior
to February 2010. The EQC/T&T working relationship is
strong and this is largely a formality which should not
pose undue risk to the effectiveness of the relationship.

Claims Delegation

The Board discussed the suggested amendments to the claims
delegations process noting the reassurance provided that there
are two people involved in approving all payments.

The Board:

a) Noted the contents of the Claims Delegations
paper.

b} Agreed that the claims delegations section of
the delegations framework be updated as
detailed in the paper.

Treasury Budget Submissions

Management noted:

That it is required to submit a forecast to the Treasury
every year with an update every six months and this
paper is a background to this piece of work.

That this information will form the basis of the budget
which will come to the Board in June.

That as part of the consolidation into the core Crown
Accounts of our ultimate liability, the Board Is being
asked to exercise its role in confirming to our

monitoring agency {Treasury) that these are the correct

figures to incorporate into their budget process.

The Board

noted that the items of significance in the assumptions
are;

= Using the ultimate incurred figure from the 30

June 2012 Insurance Liability Valuation,
*  Cost of reinsurance programme is finally agreed

* 1% growth in housing stock making an assumption

that there will be the same level of insurance.
confirmed that there are no assumptions submitted
above that raise any concerns.

The Board:

a) Noted the contents of the Treasury Budget
Submissions paper.

b) Endorsed the approach in the principles and
assumptions used by Management In the
preparation of the budget submission.

lan Simpson returned to the meeting at 11.57am
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The Board considered and confirmed the revised
recommendations,

10. Reinvestment of maturing Government stock The Board:
The Board considered the paper noting that: a) Noted the contents of the Treasury Budget

*  EQC should not be Investing in anything on a term Submissions paper.
greater than 3 years acknowledging that this limits our b) Agree to reinvest the 15/4/2013 Nz
ability to hold Government stock. Government stock maturity in New Zealand

e EQC should alter the investment policy to allow for Cash.
investment in €} Agree to the NZ cash range being changed
= cash on call temporarily from “an absolute amount of
= term deposits $1,000m” to “an absolute amount of $1,500m”
®  treasury bills and the NZ Fixed Interest range being changed
" government security from “65% -95%“to"50% - 95%”, for a period of
®  any security with rated banks 12 months.

d) Agree to the duration of the NZ Cash portfolio
being temporarily changed from “shall not
exceed 90 days” to “shall not exceed 120 days”
for a period of 12 months.

ACTION:

® Management to come back to the Board with
recommendations on any amendments to the
restrictions on the placements of sums with any
one financial institution.

11. Small Dwellings Memo The Board:

@) Noted that some insurers have applied the EQC
Act incorrectly when calculating the extent of
EQC cover and the EQC levy payable on
dwellings under 100m2 and on Indemnity value
policies for less than $100,000 [+ GST);

b) Noted that the effect of this Is that the sum
insured for the purposes of calculating EQC’s
insurance cover and the EQC levy payable may
not always have been appropriately disclosed
on policy documents or renewal notices;

¢) Noted the following:
= Management agreed to infer a specified

amount for the purposes of s.18{a) of the
Earthquake Commission Act 1993 from the
presence on the policy of the EQC levy
amount, where this has been based on the
m2 formula or the indemnity value;

* Management agreed to not recover under-
paid levies from Insurers where this mistake
has occurred in good faith; and

* Management directed Risk and Assurance to
be responsible for implementing a
programme that will ensure Insurers apply
the Earthquake Commission Act 1993
comrectly going forward.

K Taylor left the meeting at 11.35am
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12, Boarding House Declaratory Judgment decision update ACTION
Noted the decision taken by emall and agreed to indude the ¢  Board Executive to insert a copy of the
hard copy of the emails confirming the agreement not to appeal confirmation responses from each Board
the Declaratory Judgment. member into the file copy of the Board papers
for March 2013.
13, Building Safety The Board
The Board considered the paper reinforcing that we have a a) Noted the contents of this paper
responsibility and concern for the safety of our people and look b) Agreed that Management submit further
forward to receiving the reports once they are available. information on receipt of the awaited reports
to the April Board meeting.
B Dunne left the meeting at 12.04pm
14, Audit and Risk Committee update . h
14.1.] Minutes
The Board noted the draft Minutes which provide an overview
of the content of discussion at the ARC meeting.
14.2.} Risk Report/Risk Appetite and Proposed Revisions to Risk The Board
Matrix a) Noted the contents of this paper
b} Noted the role of a good Risk Culture In
Management noted: managing risk.
c) Agreed that, at an early date, the Board should
o  That the internal audit team have reviewed and agreed review the risks in the EQC Risk Map, to agree
upon recommendations on areas that need to be their ranking, mitigation and, more generally,
improved but are finding it difficult to implement these the Board's risk appetite.
recommendations due to competing priorities from
business as usual. ACTION:

¢ That they have standardised the assessment across
each audit to address the variations in the seriousness
of some issues that previously held the same ranki ng.

* That they are looking at changing the Risk Appetite to
assess where each risk fits so that tasks can be
prioritised accordingly with a focus on critical and high
risks to get these addressed as quickly as possible.

The Chair of the Audit and Risk Committee;

¢  Requested that the Board consider what their risk
appetite is and note that a discussion/workshop should
to be held at a future meeting around:
= risks included in EQC’s risk map;
= definition of the risks;
= rankings that are attributed to each risk in the risk
matrix,

The Board to review the risk on the EQC Risk
Map to agree their ranking, mitigation and more
generally, the Board’s risk appetite.
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* Noted that it is Management's responsibility to identify
the risks that the organisation faces and to make sure
these are being managed in an appropriate way and it
is the Board’s responsibility to make sure that
Management are meeting this obligation. However the
Board needs to establish some context as to how
serious each of the risks identified are, and to approve
the risk assessment criteria that reflect the Board's risk
appetite,

*  Advised that the ARC will consider this further and
bring a separate paper to the Board at a future
meeting.

14.3.

ARC Terms of Reference

The Board discussed and considered the amendments made to
the ARC Terms of Reference noting the changes made are

The Board

a) Noted the contents of this paper
b) Approved the amended Terms of Reference for

During the course of the meeting the Board was notified of 5
significant privacy breach, Customer claim information, intended
for Aetcher EQR had been mistakenly emailed to another
addressee,

seeking to
notified her

The person responsibie had taken the correct steps,
have the information destroyed by the recipient and
manger immediately,

Management briefed the Board on the action it was taking to
protect this information,

minimal and do not affect the structural content or intent of the the Audit and Risk Committee,
L document.
15 General Business The Board

a) Noted and agreed the actions being taken by
management on the Privacy Breach.

b) Endorsed the priority being given to this matter
and protection of customer information more

generally.

The Meeting closed at 12.25pm.
The next Board meeting will be on Friday 12 April 2013 in
Christchurch.

These minutes were approved by the Board as a true and
correct record.

M C Wintringham Date
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EARTHQUANE COMMISSION
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MINUTES OF THE TELE-CONFERENCE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Chief Executive Office
Level 20, 200 Willis Street, Wellington
Tuesday 25 March 2013

M

Present: In attendance:

K B Taylor {Chair) | Simpson (Chief Executive)

D K Bovaird B Dunne (General Manager Strategy, Policy and
G M Smith Legal - part meeting

T Burt D Barber (General Manager Communications)

P Hughes E(A?Ka) _{Minutes)

Apologies:
M C Wintringham
R J Black

The meeting was dectared open at 4.30pm

AGENDA ITEM

1

Present and Apologles

The Chair recorded apologies from M C Wintringham and R J Black.

The meeting was called to provide the Board with an update subsequent to the privacy
breach of 22 March with a particular focus on providing:

1. Summary of events that have occurred
2. Summary of meeting with Minister Brownlee
3. Steps taken and being implemented

Summary of events to date

Management provided the Board with a timeline of events that have occurred since the
email was sent at 7.47am on Friday 22 March including the steps that were taken with the
redpient to mitigate any further dissemination of this information,

The Board acknowledged the seriousness of the incident but commented on the speed and
efficiency that the matter was dealt with In the first Instance, particularly noting that the
staff member involved had taken the correct steps once the error was realised,

The Board requested that Management ensure communications to the Board with any
subsequent events that may have media implications are attended to with a sense of
urgency to ensure a ‘no surprises’ approach is maintained, noting that this didn’t occur prior
to the Media announcement on Monday to the effect that the data inadvertently released
was more extensive than first advised.

The Board indicated to Management that it is imperative that safety measures are put in
place immediately to ensure the security of the data held with EQC given it was apparent
that the staff member involved was not aware of ‘hidden’ data in the document.
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Management advised the Board that they had relied upon the recipient’s advice that the
data was deleted but have subsequently learnt that there were a number of other people in
his office at the time and it is now apparent that the information was viewed and discussed
prior to deletion.

4, Meetlng with Mr Brownlee
Management provided the Board with a summary of the discussion points from the meeting
with Minister Brownlee which was held at 9am on Tuesday 26 March 2013
Colin McDonald, the Government Chief Information Officer was also present at the meeting.
The Minister requested absolute detail on every aspect of the breach, which was provided
prior to 11am this morning.
Mr Brownlee was supportive of the organisation and the steps taken whil
the scale of the breach we have had. He made it clear that h
progress being made in Canterbury and wants us to deal with this iss
to return to the core operation.
Management advised the Board that an Oral Question had
afternoon and provided an overview of the content of the

5. Immed|ate steps that have heen taken:

Management advised the Board that Debbie B®
1. Accurately and precisely docurnenting for t

2. Incorporating and i
(but not limited to):

Dot causes and how these can be resolved
roposals (RFP’s) will be issued to Deloittes, KPMG

independent review 2
and/or mitigated. Reque
and Ernst & Young)

The Executive Leadership Team will be holding twice dally response meetings to address a
list of activities with a focus on getting momentum and action around this on an urgent basis.

The Board sought assurances that the staff member involved is being provided with the
appropriate level of support and assistance which Management confirmed were in place.
The Board agreed that a weekly update should be provided to the Chair and/or Deputy Chair
who would then disseminate the information to the rest of the Board noting that any news
of serious consequent should be forwarded to the Board on an urgent basis.
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The Board requested confirmation from Management that the Privacy Strategy document
that was to come to the Board in March would be on the April agenda.

Management advised that EQC will refrain from commenting on any further media stories
until such a time as clarity is available on a strategy golng forward but acknowledge there
will be a story on the news tonight.

Management advised that if there s any indication that the data hasn’t been destroyed or
that this Is being used for commercial gain, then EQC wili pursue legal action against the
offending party.

The Meeting closed at 5.02pm.

These minutes were approved by the Board as a true and correct

K B Taylor
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MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Pukeko Room
53 Princess Street, Christchurch
Friday 12 April 2013 at 9,00am

Present:

M C Wintringham (Chair)
D K Bovaird

R J Black

G M Smith

K B Taylor

TJ Burt

P S Hughes

Apologies:

I Simpson (Chief Executive)

B Dunne (General Manager Strategy, Policy and
Legal)-part meeting

B Emson (General Manager Customer Services) -part
meeting

D Barber (General Manager Stakeholder
Engagement and Reputation)—part meeting

P lacques {(General Manager Corporate Services-
part meeting.

EKQ)Ea)g B (Risk and Assurance)-part meeting

~ ) Whitfield (GM, Project Portfolio Management) -

part meeting

02) ()] A vinutes)

The meeting was declared open at 9.09am.

AGENDA ITEM

1

Present and Apologies
There were no apologies recorded.

The Board confirmed that there were no Interests not otherwise
declared on any agenda items.

Minutes of Board Meeting of 22 March 2013,

The Chair advised that he had not reviewed the minutes of the
meeting of 22 March prior to their submission to the Board and
requested that they be formally confirmed at the Board meeting
set down for 17 May 2013,

The Board advised that the minutes should record that the

The Board:

ACTION

¢ Deferred until the next meeting formal
consideration and confiration of the minutes
of the meeting of 22 March,

¢ The minutes to include reference to the Board
being advised of the privacy breach on the dayit

2.1,

Board were advised at the 22 March meeting of the privacy occurred.
breach that occurred on that day.
Draft unconfirmed Minutes of the Board Meeting held by tele- | The Board

conference on 26 March 2013,

The Board agreed to discuss further actions, since the meeting
held on 26 March 2013, under Agenda Item 5,

a) Approved and confirmed the minutes of the
tefe-conference meeting held 26 March 2013 as
atrue and accurate record.
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Matters arising

The Board noted the matters arising and agreed upon the status
of each item. It was noted that due to the system ‘shutdown’
following the privacy breach of 22 March, reporting ability was
restricted resuiting in a number of action items being deferred
until the May meeting.

8 Dunne, B Emson and P Jacques joined the meeting at 9.20am.

Chief Executive Report

The Chief Executive (CE) presented the CE Report.

Land settlements and risk of legal challenge

Management:
¢  Noted that a positive meeting was held with Southern
Response. The key outcome from that imeeting is that the
insurer will provide list of potential sites where ‘joint
works’ could be undertaken. Management will assess
these sites to determine how costs would be split.

The Board:

¢ Noted that Southern Response’s expectation is that, when
they are repairing a house that requires foundation
repairs, the customer through EQC’s land settlement
payment will contribute toward the foundation repairs.
Should this contribution be acceptable, they will proceed
with the works bypassing any litigation which will set a
precedent for other insurers.

Section 19

Management;

¢  Provided an update on the Section 19 issue giving a
summary of EQC’s current interpretation as applied in land
settlements, the internal review of this position and the
legal opinion sought by management.

@ Noted that there could be an impact on the ILVR around
the land damage estimates (thought to be of around $100
- $150m}but that further work would be undertaken to

The Board

a)

b)

c)

Noted the contents of the Chlef Executive
Report.
Agreed that Management should continue to
settle claims on the current basis and while
malintaining a principled approach to the
settiements, be flexible and pragmatic where
appropriate to minimise litigation risk and
consequential delays to the land settlement
programme.
Noted that the key considerations that
Management need to incorporate into any
decision is that the fina! method used in
practice should be, as far as possible;
¢ Technically and legally defensible;
® appearto be fair
* Have atime limit Imposed to avoid any
future property owners requesting EQC to
pay for house renavations in the guise of
“enabling works”.

ACTION

The Chair and Deputy Chair to come back to the
Board at the next meeting with proposals for a
Health and Safety Charter with a view to
establishing a new board sub-committee.
Management to provide to the Board an
estimate of the fiscal impact of Section 19
implementation.

Management to provide to the Board, by the
end of April, the proposed timing of the flat land
settlement process.

___confirm the fiscal impact
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Recommended continuing to use the current method of
assessmen

®  Advised that there are circa 48,000 land claims on flat land
for which Section 19 interpretation issue has no impact
and that Port Hills properties are the main group to be
affected by this issue.

®  Advised the Board that a timeline will be provided by the
end of April on the flat fand settlement process.

Diminution of Value {DoV}

Management:

¢ Advised the Board that working exam ples of how DoV
would be implemented in the field have been drafted.
These findings need to be discussed further to ensure
that they can be operationalised without creating further
risks.

®  Advised the Board that alternative “cut through” options
— €.g. pay costs of repalr less enabling works (and only
pay enabling works if work actually done) were also
being developed.

Insurer wash-up:

Management:

¢  Summarised the meeting betwee ich
resuited in an agreement that the insurers wouid provide a
sample of properties that have been repaired and ‘settled’,
EQC will then use these (where final costs and scopes are
therefore known) to develop and test the proposed wash-
up mechanism,

Litigation

Management:

®  Provided the Board with an update on the recent
‘O’Loughiin v Tower hearing, noting that the findings are
largely restricted to the specHfic Tower insurance policy.
The key outcome with Implications for EQC settlements Is
that the decislon to place a property in the Red Zone does
not by Itself glve rise to physical loss or damage — thus
there Is no compensation avallable under insurance
policies for the economic loss that may occur from Red
Zone decisions.

4.1.

Financial and Investment Reports

Management:

¢ Management provided » summary financial report noting
that the increased returns on Govemment Stock will not
be realised until such time as the government stock is sold,

®  Noted that there are no changes required to current
investment strategies.

The Board

a) Noted the contents of the Financial and
Investment reports.
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4.2,

Heaith and Safety Report

Management:

Noted the Health and Safety report and discussed the new
Safe 6 programme

Discussed the security of staff advising that as a result of a
number of customers coming into the Christchurch office
and abusing staff, the office doors are now locked at
4.30pm,

Advised that Minister Brownlee is scheduled to visit the
Christchurch office next weefk. This will be a good
opportunity for the Minister to reinforce the message of
support to staff for the work that they are doing.

The Board:

Discussed whether Health and Safety required a stronger
governance input, and agreed in principle to establish a
Health and Safety committee of the Board. Commissioner
R Black agreed to chair thls committee. Commissioner K
Taylor will provide a draft ‘charter’ for EQC to use as a
template for forming the Charter.

The Board

a) Noted the contents of the Health and Safety

Report.

ACTION:

The Chair and Deputy Chair will come back to the
Board at the May meeting with a proposal for
establishing a Health and Safety committee.

J Whitfield and D Barber joined the meeting ot 10.14am.

Privacy Breach Update

Management:

Provided a summary of events to date, noting the key
focus is to give the GCIO assurance on the security of our
systems which will enable key services to be re-instated so
that work flow can continue.

Noted that the impact on the business is significant. Since
the ‘shut down’ the pace of claims settlement has been
severely reduced. This impact will likely continue for some
months until reestablishment of full systems is in place.
Advised that as a result of the ‘shutdown’, all access to the
internet was blocked to minimize the risk of any
unauthorized information leaving the business. A ‘white
list’ has been established to provide the business with
essential site access.

Advised that a risk assessment is being undertaken into
allowing Insurers access to key parts of CMS to allow for
verification of insurance cover prior to settlement.
Advised that the Minister has indicated that, in
conjunction with GCIO, approval will be progressively
granted for improved access and the ‘opening’ of systems.
Advised that, in the current environment, a paper based
approach for transfer of data has been implemented,
noting this process needs to be refined to ensure security
and consistency. A team of business process managers
and project analysts has been mobilised to undertake this
piece of work.

The Board

a)

b)

€)

d)

e)

Noted EQC was notified of two separate
privacy breaches in the week leading up to
Easter.

Noted the Minister Responsible for the
Earthquake Commission agreed to the limited
restart of EQC’s claims processing systems
following the complete system shutdown on
28 March 2013.

Noted that EQC Management continues to
work with the Government Chief Information
Officer to identify and resolve any general
issues with EQC’s information management
systems to minimise the potential forany
further privacy breaches.

Noted that EQC is undertaking a series of
activities to ensure the ongoing security of
customer information as a direct consequence
of the breaches.

Noted that EQC has an approved privacy
policy and guldelines for handling breaches
and is currently developing a Privacy Vision
and Strategy.

Agreed that a sub-committee should be
established to assist with providing
Management with a steer on the balance
between getting the work done and fixing the
problem. Commissioner's M Wintringham, P
Hughes and T Burt agreed to be on this
committee,
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®  Provided the Board with a deadline of 1 Augusttoembed |g) Noted that, while this is an immediate issue,
the changes into the organisation — noting the four key the focus should remain on the Canterbury
outcomes included in the privacy paper are: project to achieve completion timelines
1. The CE, Board and Minister have confidence that EQC’s previously advised to customers.

processes and systems can deliver EQC’s outcomes and h)  Discussed the issue of addressing Brand &
maintain customer privacy. Reputation while retaining deliverability of
2, EQC staff, customers and stakeholders say they were the project.
well-informed about EQC’s response to the privacy i}  Agreed that Management should pursue
breaches and in EQC’s plans to manage customer securing two quotes for all works required
privacy issues in the future. under the Canterbury Home Repalr
3. EQC can self-identify any privacy breach and Programme (CHRP).
proactively manage and respond to it. j1) Requested confirmation of the steps taken to
4. Privacy is a key driver of customer certainty is at the mitigate an event of this nature re-ocaurring.
heart of how EQC works, k)  Provided assurances that Management has

e Advised that the Privacy Commissioner has been engaged the Board’s support in continuing, with legal
throughout this process. advice, to enforce of the injunction and

¢  Advised that a new data solution process has been support any other legal or police action as
implemented including a Secure File Transfer Protocol required.

(SFTP). Flles are saved into the SFTP and an emall is sent 1) Noted that this situation Is a further example
to the client providing them with a password protected of the difficulty faced by the current legal
link to the fie location — no attachments with emails are framework in dealing with the cyber climate
permitted. in which businesses now operate.

®  Advised that a media plan is under development to contact | m)  Endorsed the steps Management is taking on
all customers including investigating the implementation the understanding that there is no single
of an 0800 number for customers with concerns. solution.

*  Advised that, following the release of EQC cost estimates | M)  Endorsed the importance of embedding into
for house repalrs, new cost assessment processes are the organisation awareness of the risks, and
being investigated to securing multiple quotes from the need for good Judgment in conjunction
contractors for properties In the CHRP. with providing technical and electronic

*  Provided an update on legal action as a result of the business processes to enable claims
reciplent retalning/distributing the Information. settlement,

ACTION:
Jp— ® The Chair to establish a Board steering sub-

E’(Z')(a)j committee as per (f) above.

_ Joined the meeting at 11.37am.
Privacy Strategy The Board:
The Chair noted that; 8)  Noted the contents of the draft EQC Privacy
¢ Management is seeking to provide the Board with an Vislon and Strategy;
understanding on how this strategy will be put into b}  Subject to further refinement, approved the
practice and the difference this will make to the Privacy Vision and Values;
organisation, ¢)  Agreed the implementation of the best

»  The section on EQC considerations should be amended to practice privacy framework as the strategy for
focus on the ‘chalienge by the tension created between achleving the Privacy Vision,
getting the job done....." and remove language around d)  Noted the planned Initiatives to implement
conflict. the framework.

The Board:

®  Noted that the paper is focused on the problem rather

ACTION

than on the solution and the way forward.

¢  Noted that the emphasis is on the compliance process
rather than the culture and Indicated a preference for
Management to focus on practice rather than process.

Management to make amendments
incorporating positive language with an
increased focus on the Vislon and Value and
practical application into the Culture,
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Instructed Management that the training and education of
staff is going to be a key issue.

Noted that one of the challenges will be to maintain the
angoing message around privacy to ensure that this is built
into the organisation after the initial ‘Rurry’ of activity.
Noted the Board’s preference is to focus on the vision and
value statement. It is important to temper this issue with
the understanding that EQC Is currently working through
the Canterbury project. The Vision should be current and
can be reviewed in the future to reflect the changing
nature of the organisation.

Management:
Noted that this will assist in identifying broader issues
around privacy.
Sought the Board's endorsement an the vision and values
component of the document.
Noted there needs to be a fundamental shift in the
behavioural culture of the organisation:

o Whyitisimportant?

o What does it mean for you at the front line?

o Where can you get tralning and education?

At 11.52 am the Board requested g session ‘in committee’ at
which point the Board Executive and stajf left the meeting.

The meeting resumed at 12.38pm.

Ground Im;fzvement Trials

The Board discussed and considered the paper.

Subject to:

1.  Submission of report on spead of settlement
(impact)

and

2. Refinement of costings and satisfactory
contract:

The Board:

a)  Noted that testing is required to validate both
the engineering performance and the
production cost of several ground
improvement methods.

b)  Noted that the outcomes of these trials will
be essentlal for engineering assurance in
liquefaction-related land claims and the
design and construction of house foundations.

¢)  Noted that due to the lead-in time for
establishing the trials successfully a decision is
sought from the Board in April

d)  Agreedto EQC's support In principle for the

trials, to enable trial preparations to begin as
sooh as possible.
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8. BAU Budget Paper The Board: —!
The Board discussed and considered the paper. a) Noted the contents of this paper
b) Agreed the submission of the budget to
Treasury.
9. Land Settlement on CAPEX The Board;
The Board: a) Noted the contents of this paper.
b} Approved the change request for $300,036 in
*  Noted that this paper is working on current Standarg additional capital expenditure {$875,080
Operating Procedures but takes into account that if there already approved).
are any dramatic changes as a result of Diminution of
Value and Section 19 this will be implemented accordingly,
10, General Business

There were no items of General Business,

The next Board meeting will be on Friday 17 May 2013 in
Wellington.

The Meeting closed at 12.45 pm.

These minutes were approved by the Board as a true and
correct record.

M C Wintringham Date
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EQC

EARTHQUAKE COMMISSION
KSmihona Riwhenua

MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Willis Street, Wellington
Friday 17 May 2013 at 9am

Present: In attendance:

M C Wintringham (Chair) I Simpson (Chief Executive}

D K Bovaird B Dunne {General Manager Strategy, Policy and Legal) - part meeting
R J Black B Emson (General Manager Customer Services) -part meeting

G M Smith

_(Contmctor toss Adjuster) - part meeting
K B Taylor P Jacques (General Manager, Corporate Services) — part meeting
@_(gl(é)!=(

T Burt (Acting Chief Risk Officer) — part meeting
Senior Advisor: Organisational Planning, Performance

Apologies: . and Reporting) ~ part meeting.

P S Hughes B(oy(a) T inutes)

The Board had entered into an ‘in private’ session at 9,00am.
The meeting was declared open at 10,00am

AGENDA ITEM
1. Present and Apologies

The Chair recorded apologies from Peter S Hughes.

The Board confirmed that there were no interests not otherwise
declared on any agenda items.

2. Minutes of Board Meeting of 12 April 2013 The Board;
The board advised of minor changes: a) Approved and confirmed the minutes of the
meeting held 12 April 2013 as a true and
Page 5, m) ‘taking’ not ‘asking’ n) embedding remove ‘the’ accurate record.
b) Approved and confirmed the minutes of the
Minutes of Board Meeting of 22 March 2013 meeting held 22 March 2013 as a true and
accurate record.
3 Matters arising The Board:
The Board:
®  Noted the matters arising and agreed upon the status of 8) Agreed that any two members of the Audit and
each item. Risk Committee have the Board’s delegated
®  Agreed that the new Board Chair designate will be power to authorise Management to bring
appointed to the Audit and Risk committes. external communication systems back on line

prior to the GCIO being advised.

b) Agreed that Management should consuit any
two members of the Audit and Risk Committee
for informal feedback prior to Issues around
privacy going to the ARC formally.
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B Dunne, P Jacques [ 3! and B Emson entered the meeting
at 10.05am.

The Board and Management entered into an off agenda
discussion noting:

The Canterbury earthquakes have resulted (n EQC facing a
task of enormous magnitude. While what has been
achieved is significant, maintaining the leve! of resourcing,
engagement and capability required may prove
challenging in the current environment.

The environment in Canterbury is increasingly difficult for
our people to work in and with local and national elections
looming that environment is likely to get more challenging.
The potential for litigation remains and while this has been
kept to a minimum, it is expected that litigious activity will
increase over time.

Demands on EQC are also increasing due to higher levels of
interest and engagement form other agencies including,
for example, the Auditor General, Privacy Commission,
Government Chief Information Officer, Human Rights
Commissioner and Chief Ombudsman and other
monitoring agencies.

Management has a huge challenge to maintain the
architecture of the organisation both in its current form
and as we transition into the new EQC madel.

Key question is how soon can we complete claims
management and settlement in Canterbury and move into
an £QC residual management model of maintaining and
dealing with the tail end of litigation as a result of the
earthguakes.

In effect, the Board is asking, can we do it more efficiently
and can we do it faster?

The sense of frustration at the Board level is around
settlement of land claims in particular,

The Board is looking for Management to provide some
finite solutions around:

o Realistic and achievable date that EQC can
‘wrap’ the Canterbury project up.

o What can be achieved within the time frame
set?

o What are risks associated with completing the
works in this time frame and can these be
managed?

©  How much will it cost?

The Board agreed that if Management can provide this
information to the Board, they would:

o Provide Management with the Board’s
tolerance of the risks,

o Provide Management with direction and
approval of an alternative programme,

o Take this to the Government,

o Support Management to achieve this goal.

ACTION:

The Chief Executive to advise the Chair with when
Management can come back to the Board with a
Strategy Paper addressing the issues discussed and
summarised below:

1. Residential claims settlement and CHRP,
identifying:
a. the benefits from efficiency and quality
control {avoiding rework],
b. enhancement or acceleration on opt out
provisions
Options for increased levels of cash settlement
Legal/contractual implications
4. Risks clearly identified (both reputational and
operstional) so that the Board can be part of
this decision, provide endorsement to
Management and inform the Government.
5. Bring together some of the outstanding queries
the Board has including:
a. How long for cheques to flow?
b. Segmentation of the repair market
¢. Expectations on timing
d. Risks around insurers challenging EQC’s
obligations for repair/settiement.
6. Finite solutions around:
a. Realistic and achievable date that EQC can
‘wrap’ the Canterbury project up,
b. What can be achieved within the time
frame set?
¢. What are risks associated with completing
the works in this time frame and can these
be managed?
d. How much will it cost?

W
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The Board wished to sisnal to Man ement that it:

o wished to provide direction on key decisions or
Issues which may currently be at an impasse.
The Board is exercising its governance role and is prepared
to call a speclal Board Mmeeting to discuss these proposals.

Management responded noting:

Defining what “wrapping up” mean in terms of business
planning? — From an operational perspective the aim is to
get things done as quickly as possible bearing in mind cost,
time, quality and risk.
There are a number of issues Management needs to
identify:
o What are the risks,
© What is the appropriate ‘trade off’?
©  What is the outcome for customers we are
seeking?
o Staff retention issues,
© Potential inequity for customers already cash
settled.
Potential for more efficiency from the CHRP with greater
quality and higher speed.
A declslon Is required on Increasing the scope of cash
settling to minimise the number of claimants waiting for
repairs.

Management advised the Board that:

The repair methodologies for category 1to 7 land clalms
are relatively straightforward, robust and defensible,
This means around 80% of land claims can be ‘cleaned
up’ relatively quickly and certainly by the end of 2013,
The Broad estimate of the increase in land liability if EQC
was to pay “cap” for category 8 and 9 damage instead of
repairing the land or utilizing DoV is potentially $1 - 1.5
billion,

Unforeseen issues have arisen. For example, resource
consent and Resource Management Act Issues are
arlsing from a number of potential ‘HAIL sites which is
creating further delays and requires further decisions,
Land repair trials are belng undertaken for properties
with Category 8 damage. This will help mitigate risks,
such as those arising from the recent O’Loughlin v Tower
case. Trials are also planned for properties where
houses remain in place.
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Chief Executive Report ' The Board
The Chief Executive (CE) presented the CE Report, a) Noted the contents of the Chief Executive
Report.
Management:
ACTION

®  Provided a verbal indication of the content of a report
from the Auditor General, noting this is not yet officialand | « Management to come back to the Board in June

a formal letter will be forthcoming. The four key areas of with an answer/solution/position on OIA
the CHRP reviewed are: situation.
c Initial contracting ¢ Management to confirm whether the Aon
o Operational management Benfield contract comes up for review this year.
©  Ongoing risk ¢ The Chair to prepare a letter to the HRC, in
o Future lessons support of Managements’ response.

®  Noted the successful reinsurance programme that met the
structure and parameters agreed by the Board at the
previous meeting and that the books were closed
approximately 10% over subscribed,

»  Noted that Management is proposing to ‘place’ this
current reinsurance and come back to the Board in July
with options for further pricing options to assist in driving
the cost down,

®  Acknowledged that EQC is in breach of the law in terms of
meeting its obligations under the OIA and provided
examples of the types of DIA requests that are being
received.

e  Advised that they are working internally on providing the
OIA team with additional resourcing spedifically around
putting together a dedicated team to address the backlog.

¢ Discussed the Human Rights Commission {HRC) draft
report noting that a response is being prepared by
Manhagement in conjunction with the Chairman.

The Board:

*  Deferred the discussion around Section 19 and DoV until
Management comes back with the paper referred to in the
discussion undertaken prior to the commencement of the
meeting.

*  Noted that there is an element of disquiet about DoV in
the context of the O’Loughlin case.

Business Performance Report The Board
Management: a) Notedthe contents of the Business
Performance Report.

¢  Noted the summary of major result graphs with 46% of all
expasures now closed.

®  Advised that the work flow from EQC to Fletchers and
from Fletchers to contractors is being closely monitored.

*  Workis being undertaken to classify, identify and address
vulnerable people’s claims on an urgent basis using the
Tier one criteria defined as “over 80 years of age and/or
chronically ili* noting that approximately 10% of all
claimants meet this criteria.
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Distributed an ACC survey document showing Health and
Safety incidents in the construction industry. This
highlights that EQC’s focus on health and safety is timely
and necessary. The issue is that the claims reflected in
these charts do not correlate to the numbers that are
reported to EQC. Enforces the requirement of an industry
wide and whole of government approach to health and
safety.

4.2. | Health and Safety Report

Work going on in terms of mirroring ‘safe six’ for office
based staff.

Largest occupational risk is for the safety of our people in
terms of physical and verbal abuse.

An issue has arisen about asbestos - the Chief Medical
Officer for Canterbury has indicated that, in effect, EQC
should remove all asbestos as part of the repair and
rebuild programme in Canterbury. This Is outside of the
scope of EQC's statute. EQC has endorsement from the
Ministry of Building, Innovation and Employment (MBIE),
Ministry of Health and the Department of Labour that we
are currently meeting all obligations and guidelines when
dealing with asbestos.

The Board

@) Noted the contents of the Health and Safety
Report.

4.3. | Litigation update

The Board
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44.

Deed of Warranty with Southern Response

The Board

a) Approved the Deed of Warranty between EQC
and Southern Response and delegated two

Officer to assist with an enhancea focus on risk within the
Executive team. The CRO's role will bring together the existing
Risk and Assurance team along with enhanced focus on
information security and building models around our financial
risks.

The paper is an initial discussion document identifying the
Acting CRO’s view of EQC’s current risk management
environment.

Management distributed the presentation for discussion:

*  Noting that the report identifies the requirement for
identification, clarity, strategy and protocols in the Risk
Management process noting where the responsibility sits
with each sector of the organisation.

e  Advised that a formal recommendation will come back to
the board for endorsement at a future meeting,

Board Members to execute this document,
- 12.26pm” Bruce Emson, Bryan Dunne, BB
Jacques left the meeting,
5. Privacy Breach update The Board )
The Board considered and discussed the paper noting: a) Noted the contents of the Privacy Breach
update,
& That the paper reinforces that another major privacy b) Endorsed the steps taken.
breach would be untenable. ¢€) Reinforced the need to get all systems back up
*  Management has the Board's endorsement to make and running In a way which Is consistent with
judgments as to how this issue is progressed. retaining privacy of customer information,
Management noted:
¢  Byend of lune, all business processes should be at least at
the same level of functionality as prior to when the privacy
breach occurred.
e By end of August staff communication training project in
place.
®  Good progress has been made on interaction with
insurance industry,
®  There are a number of processes that are significantly
impacted by the technological restrictions (Opt out/CMS
Insurer access/Cash settlement),
The meeting broke for lunch at 12.35 pm
The meeting resumed at 1.00pm
joined the meeting.
6. Enterprise Risk Management ACTION
The Chief Executive introduced the Acting Chlef Risk | ¢  Management to bring back a paper to a future

meeting with formal recommendations for the
Board around the Risk Management Strategy

incorporating the business case,

Page 6 of 10




IN CONFIDENCE

NOTE:SOMECONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILEGE.

The Board:

Discussed whether there are any identifiable key
differences in this strategy compared with EQC’s current
operating risk management activities,

Noted that with the current focus on ‘getting things done’
and In the context that Canterbury s a short to medium
term project, the Board expressed concerns that this plece
of work would add another layer of work to an already
stretched operation.

Recommended that Management and the Board consider
triallng a programme of work which includes addressing
one or two key risks each month as part of the regular
Board meetings to keep management engaged with the
monitoring of the Board’s risk appetite,

Acknowledged that there is a requirement for the
organisation to ‘test’ the priorities that are placed on the
risks avoiding an exerdise that becomes a static model.

_leﬁ the meeting at 1.35pm.

7.

Statement of Intent {SO1)

Management summarised the papet, noting:

That they are seeking general agreement from the Board
prior to going to treasury

There is provision where significant requirements are need
to change the SOI if necessary.

The Board discussed noting:

Focus is on particular targets that have been specified in
the SOI.

Comment could be included that states “one of our
objectives is that we are trying to speed up the settlement
of Canterbury”

In the context of the discussion at the outset of this
meeting, the Board agreed not to incorporate the
objectives to ‘speed up the works in Canterbury’ formally
into the SOI; rather the Chairman will incorporate this
point into the Forward of the document.

Suggested amendments to grammar and wording noting
that the document read very well and any recommended
changes were on the whole not substantive,

The Board:

a)
b)

c)

e)

Noted the contents of this paper and the 2013-
2016 EQC Statement of Intent.

Noted that a near final draft SO will be sent to
the Minister and Treasury for formal
consultation by 30 May 2013,

Noted that all targets, definitions and the
forecast year end for all service performance
measures are currently being corrected or
verified prior to the SOI being sent to the
Minister and Treasury.

Noted that the 2013 SOI will include the fine
tuning or update some service performance
measures based on our experience.

Advised any feedback on the content of the SO
Approved the paper subject to minor wonrding
changes and acknowledging the document still
has some formal process to go through.

ACTION

Management to draft e ‘Forward’ for the

Chairman based on discussion points agreed,

©  Acknowledgement for us to settle daims
for the benefit and wellbeing of people in
Canterbury as soon as we can.

©  Reference to the contribution to the
government objective - “recovery of
communities affected by National Disasters
through one of the largest construction
projects in N2’s history.”

The Board to forward any drafting

recommendations or amendments to§JIl

directly. B(2)(a)
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Financial Delegation Framework

The Board discussed the paper and:

Sought assurance that this document is a pulling togather
of both decisions made in principle and decisions
confirmed by the Board and ARC at previous meetings.
Noted that in the general principles, the Board would like
to see In plain English, the statement that “people as a
general rule cannot delegate the power to delegate l.e, if
person A has authority and delegates to B, B cannot
delegate this authority to C.”

Suggested minor amendments to be incorporated into the
document,

Management:

Noted that as a result of changes in the Corporate Services
team, there are a number of non-substantive changes to
‘titles’ in the document under delegated authority.
Advised the Board that this will be Philip Jacques Jast
Board meeting. After 23 years working for EQC, thanked
Phillip for the huge work that he has undertaken and also
the talent that he has brought into the organisation.

The Chair:

The Board:

Subject to recommended amendments Including the
revision on page 23.

a) Approved the revised Delegations Framework

with an effective date of 1 June 2013,

ACTION:

Management to:

©  Add the statement under general
principles, page 3 - “A statutory officer may
delegate all powers under their delegation
with the exception of the power to
delegate.”

o  Append to the final Delegations Framework
the “Accounts payable process” document
{page 2} to support the natural segregation
of duty issue,

o  Amend the fourth bullet point on page 3
under 2. Purpose that reads “risky or
unusual transactions are approved by
someone with appropriate authority” to
“People with authority appropriate to the
nature of the transaction, i.e. size, riskiness
or unusual nature have the authority to

¢  Endorsed this thanks -- noting that the organisation has approve.”
gone through a number of transitions that have been
managed and set up by Phillip in his ever changing rofe —
part of the history of this organisation and that Phillip had
contributed an enormous amount of knowledge.
CHRP Review - Proposals for Change The Board:
Management spoke to the paper noting: a) Noted the contents of the paper.
b) Agreed to the following recommendations:
*  Onacommercial level, there hasn’t been a formal * To implement a new accreditation
approach, however informal discussions have occurred. framework to address issues with safety and
s  Atan operational and management level, informal quality.
discussions have been undertaken. * To implement a new contract allocation and
*  Health and safety charter has been implemented across a procurement strategy and align roles within
number of organisations — minimum standards which will the business to support it.
apply to all of our accredited contractors. ® Toreduce the numberof hubs from 21to 6
e  That ‘bank teller’ setups are being used as a model to ‘supersite’ hubs and to establish six
provide security for staff in the ‘shop front’ hubs, separate community based ‘shop front’
¢} invited management to review and make
The Board discussed noting: recommendations on the oversight structures
and mechanisms for the CHRP including those
The sensitivities around this discussion with Fletchers. services delivered through the PMO Services
Ensuring staff safety at the hubs is covered off in the fina! agreement with Fletcher Construction.
decision, d) Delegate to the Chair authority to approve the
*  That the accreditation around Health and Safety be capital expenditure required on the basis of the
confirmed as included in contracts and implemented. business case.
e) Noted the outstanding piece of work that Reid

has delivered.
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10. Building Safety The Board:
Management spoke to the paper nating: a) Noted the contents of this paper.
b) Directed management to take the steps
¢ That the paper around manpower house will be available recommended In Section 8 of the Report by the
next week and will be distributed to the Board at the Wallington Region Emergency Management
next meeting. Expect that this report will be fine with and report back to the Board upon completion.
the exception ¢) Seeking assurance about the adequacy of the
* That the indications are that the report will on the whole seismic status of Manpower house and gained
be fine, however one item raised around an air-bridge. oral assurance that the report will be submitted
to the next Board meeting.
ACTION
* Management to ensure Minister's office and
Treasury are advised of this outcome,
¢ Management to submit copy of Selsmic Safety
Report on Manpower House at the June
meeting,
® Management to report back to the Board as to
the completion of recommendations in Section 8
of the Wellington Region Emergency
Management Report.
11, GeoNet Workplan 2013/2014 The Board:
The Board discussed and noted: a) Approved the specification for stage 13 of the
GeoNet project for the 2013/2014 year.
®  Stage 13 fits within the annual doilar limlts within the
long term agreement. ACTION
¢ Noted that GeoNet |s fit for purpose and received
endorsement by the independent review * Management to confirm with the Board that the
® Management has endorsed this and recommended it to GeoNet Workplan report has been reviewed
the board. internally, particularly by a member of the
® Sought assurance from Management that this document finance team.
has been peer reviewed internally.
12, Sponsorship of Research Capability The Board:
The Board discussed and considered this paper seeking a) Agreedto EQC management entering into an
assurance equal shares partnership agreement with the
Ministry for Primary Industries and the Victorla
e That assurance is sought that there js the ability for the University of Welllngton Business School, for
Board to meet with the appolnted Chair of Economics of the establishment of a Chair in the Economies
Disasters in due course, of Disasters on the basis that this is already
accommodated within the existing and
approved Research budget,
13, Board Sub-Committee — Health and Safety Committee Terms of | The Board:
Reference a) Confirmed the establishment of a Health and
Safety Committee.

b) Approved the Terms of Reference of the
committee.

c) Agreed that the Chair appoints Russell Black (as
chair) and Trevor Burt as members cfthe
committee together himself ex officio.
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d) Noted that the committee wlll review the
Terms of Reference make any
recommendations for amendments back to the
Board at a future meeting.

ACTION
¢ Management to arrange a meeting (preferably
in Christchurch) and come back to the members

of the committee.
14, Project Caplital Expenditure The Board:
a) Noted the contents of the paper
Management spoke to the paper: b) Approved the substitute of Capital Expenditure
(CapEx) within the approved 2012/13 Capital
¢ Noting that this may not be the last request for additional Plan to the value of 5195k
capital expenditure funding. i. Forthe implementation of iPayroii
replacement
The Board: ii. Tocomplete the website and intranet
upgrade
¢  Noted that this paper is a resuit of the pulling together of
projects and contracts and prioritising therein. _
¢  Noted that the work is necessary and therefore the Board
is happy to approve.
15. General Business

Treasury Review -- The Deputy Chair provided a summary of the
Treasury Review dlscussion document noting that a follow up
meeting has been set down for Tuesday 21 May to address
concerns around claims management efficlencies, simplifying
land issues, ownership of National Disaster Fund and lack of
definition of what constitutes and ‘event’.

Ministers appear to be reasonably happy with the existing
mode! as it has allowed them to retain some control over
repairing and replacing damaged housing in Canterbury.

The Chair identified that there have been a number of key issues
with the current Act:

1. The nature of an event/reinstatement of EQC cover

2. Interface with the private insurers resulting in cost
shifting

3. Inadequacy of the definition of land damage and geo
technical complexity of determining land damage.

The next Board meeting will be on Friday 14 lune 2013 in
Wellington.

The Meeting closed at 3.00 pm,

These minutes were approved by the Board as a true and
correct record.

M C Wintringham Date
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EARTHOUANE COMMBISSION
@mdhana Rpwheniia
MINUTES OF THE MEETING OF

THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Willis Street, Wellington

Friday 14 June 2013 at 9am
Present: In attendance:
M C Wintringham (Chair) I Simpson (Chief Executive)
D K Bovaird B Dunne (General Manager Strategy, Policy and Legal) - part meeting
R I Black B Emson (General Manager Customer Services) -part meeting
G M Smith E Hicks (Financial Controller) - part meeting
P S Hughes ] iﬁnandal Reporting Manager ) — part meeting
M L Wevers 8(2)( Acting Chief Risk Officer) - part meeting

Apologies: _______ _part meeting
a2z I

K B Taylor

T Burt

D Barber (General Manager Stakeholder Engagement and Reputation) -

Minutes)

The meeting was declared open at 9.35am

AGENDA ITEM
1. Present and Apologies
The Chair recorded apologies from Keith Taylor and Trevor Burt,
The Board confirmed that there were no interests not otherwise
declared on any agenda ltems,
2, Minutes of Board Meeting of 17 May 2013 The Board:
The Board considered the minutes and agreed as to their a) Approved and confirmed the minutes of the
accuracy. meeting held 17 May 2013 as a true and
accurate record.
3 Matters arising The Board:

The Chief Executive discussed the various matters arising noting:
s The auditor’s review of Statement of Intent (Sol) has been
forwarded to the Minister with a recommendation from
Treasury for execution.
¢ A formal risk map and tolerance discussion will take place
in July,

The Chair:
¢ Requested for the benefit of new Board members, a
summary paper outlining the Research and Education
budget and the current allocation of spending.

a) Notedthe matters arising and agreed upon the
status of each item.

ACTION

* Management to provide to the Chair for
distribution to new Board members the
summary of the Research and Education budget
and current spend.

° Management to initiate a discussion as to how
EQC’s Research and Education function sits
alongside other National Risk Management and
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o Noted that EQC has previously advised the Government
that notwithstanding our tiabilities for Canterbury, EQC will
continue with its Research and Education programme for
two reasons:

o That Canterbury provides a real life opportunity for
geological engineering and other research for lessons
for the future,

o That GeoNet is a world class National asset and if EQC
ceased providing funding to university research, this
would have a significantly adverse effect on
University Research capability,

» Confirmed that the Government accepted this advice.

The Board:

s Sought from Management a discussion as to how EQC’s
Research and Education function sits alongside other
National Risk Management and Risk Identification
processes specifically noting:

o The measurements of our effectiveness in the
Research and Education space, particularly around
GeoNet,

o Is the quantity that we are putting in the right
amount, in the right areas and how does it link and
lever to ather leadership and management of
National Infrastructure and Resilience.

» Noted that the interface with Ministry of Housing and their
work on ‘standards’ is important and has National Cost and
Risk implications.

Risk Identification processes specifically noting:

o  Measures of our effectiveness in the
Research and Education space, particularly
around GeoNet.

o  Analysis on whether the amount we have
invested is the correct ameunt and in the
right areas.

o  Analysis of how this funding links and
levers to other leadership and
management of National Infrastructure
and Resilience.

e Management to bring the risk map to the July
Board meeting for a formal tolerance discussion.

Emina Hicks, Bruce Emson and Bryon Dunne entered the meeting
at 2.51am.

4,

Chief Executive Report

The Chief Executive (CE) presented the CE Report taking the
report as read.

Management provided:

*  An update on the current status of the injunction and
further possible proceedings against the EQC Truths
blogger.

e Asummary of the current position in terms of EQC’s access
to and reliance on and interaction with Crown Law.

e Further information with details of the fitigation EQC
currently faces together with background information on
the Boarding Houses and Reinstatement of EQ Cover
declaratory judgments — both of which have had significant
impacts on how we settle claims.

¢ Anupdate on the response to the recent privacy breach
noting that the GCIO is comfortable with the steps that
EQC has implemented. Management intends to have all
systems back on line by the end of June noting that the
email attachments will be the final step implemented with
risk mitigation steps in place,

The Board

a) Noted the contents of the Chief Executive
Report.

ACTION

s  Management to incorporate further details of
the issue in dispute for each of the ‘active’
proceedings contained in the Summary table in
the CE’s report.
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*  An update on current and proposed resourcing and
initiatives to manage current and anticipated volumes of
OlA requests. Management is investigating a number of
solutions, and has been seeking advice from other
Government entities.

o  Noted that there are a number of significant issues
with both the volume and nature of requests that are
impacting on EQC’s ability to meet timeframes,

©  Noted that there has been ongoing contact with the
Office of the Ombudsman for some time and that the
engagement continues to be positive, despite the
situation.

©  Noted that better communication with customers —
such as through the “90 day” initiative - will be
essentlal to mitigate and minimise further OIA
requests,

The CE provided

® A brief outline of the recent email mail out which
contained a link that was reported by one recipient to be
‘infected’ and a potential privacy issue. Management took
immediate steps to suspend any further emails and carried
out an investigation into the link, The investigation
showed that the link is not ‘infected’ and a privacy breach
is unlikely.

The Board:

®  Noted that if EQC is entering litigation that relates to an
interpretation of the Act that potentially has wide-ranging
ramifications, then their preference is that Crown Law
provides a view for EQC of EQC’s obligations under the Act.

e  Encouraged Management to continue to seek advice from
the Chief Ombudsman and the Privacy Commission as to
how EQC can respond to the volume of legitimate requests
given the drcumstances and that current legislation is not
geared to dealing with an event of this scale.

- Business Performance Report The Board
The Board:
¢  Noted the report as read, considered and requested a) Notedthe contents of the Business
clarifications on minor details included in the report. Performance Report.

®  Requested clarification on ‘wash up’ mechanism
discussions with Insurers noting that this process needs to
be completely transparent.
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4.2,

Health and Safety Report

Commissioner Black provided:

An update to the Board on the newly established Health
and Safety Committee (HSBC) with a summary of the
discussion and outcomes. As an interim step the
committee agreed that the Health and Safety Report
should continue to come to the Board.

Management:

Advised that the Executive Leadership team have initiated
a programme whereby they will undertake structured
safety conversations in the field with contractors and sub-
contractors and would welcome any Board member
invalvement in this programme.

Provided an update to the Board on the Asbestos issues
that are being dealt with, particularly given the recent
statements by the Canterbury Medical Officer of Health.
This included working very closely with MBIE, CERA, Local
Health Officers and the former Department of Labour OSH
unit.

The Board:

Noted that communications around the issue of Asbestos
are critical to ensure this issue is managed effectively.
Noted that dealing with asbestos is an opportunity for a
whole of government response, as sole sesponsibility does
not reside with EQC. There will be asbestos material in
houses in almost every community,

The Chair:

Advised the Board that although was still more to do to
Improve the focus on Health and Safety, he was reassured
by the work being done by Management in terms of
systems and process in place.

Noted that the Board will be provided with the MBIE -
Good Governance Guidelines that have come out of the
Pike River disaster.

The Board

a) Noted the contents of the Health and Safety
Report.

ACTION

s  Management to provide the Board with the
MBIE - Good Governance Guidelines that have
come out of the Pike River disaster,

4.3,

Reinsurance Placement Summary

The Board

a) Noted the contents of the Reinsurance
Placement Summary.

Bruce Emson and Bryan Dunne departed the meeting at 10.52am
Debbie Barber entered the meeting at 10.55am
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Reputational Update The Board
Management distributed the presentation for discussion noting: | a) MNoted that Management should work with the
®  That further work is being undertaken to get a better Board on a pro-active basis around
understanding of the importance and urgency of media communications to the public on the OIA Issue
requests. with a particular focus on ‘interim ‘responses to
manage expectations.
The Board:

®  Acknowledged the excellent work that the CE has
undertaken in terms of fronting the media, particularly in
terms of Campbell Live interviews.

nd Emma Hicks entered the meeting at 2.48pm.

Canterbury CHE Budget The Board

Management distributed the presentation for discussion noting: | @) Noted the contents of the Canterbury CHE
Budget and Proposed 2014 Capex Budget

e  All business owners have been through this budget and paper,
have sgreed to the budget. b) Approved the 2014-2017 budget for the
¢  EQCisnow forecasting a total CHE spend for Canterbury of Canterbury CHE expenses.
$1,208 miflion. c) Approved the 2014 Capital Expenditure for both
the Canterbury event and Non-Canterbury
The Board: operations.

®  Noted that subsequent to the decisions and agreements
made at today’s Board meeting there will likely be an
impact on both the settlement cost figures {likely to
increase} and the CHE figures (likely to reduce) particularly
if EQC are able to ‘wrap up’ CHRP ahead of the current
projected timeframes.

¢ Sought and received confirmation from Management that
the assumptions behind the 2014 CAPEX for both
Canterbury and non-Canterbury operations that these
figures are prudent and adequate for the Job to be
completed.

_ and Emma Hicks departed the meeting at 3. 05pm,

Research Education Strategy — Work Pian The Board:

The Board discussed and considered the Research Education 2) Noted the contents of the Research Education
Strategy, noting the amount that has been budgeted and agreed Strategy paper.

for GeoNet and for the other categories for the year. The Board b) Agreed to the Research and Education Work
noted that the emphasis of the Research programme is to plan for FY13/14,

translate the results of GeoNet and the results of any of the
work coming out of Canterbury into practical cutcomes for
urban planning and earthquake engineering. T

The Board:

e Referred to the discussion under Matters Arising as to the
request for a full briefing be provided to new Board
members,
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Bryan Dunne, Bruce Emson anm entered the meeting
at 11.33am.

Canterbury Home Réi;a ir Programme (CHRP) update

The Board discussed the paper noting:

That there is a clear appetite from the Board that the
contents claims that are able to be closed should be
actioned at Management’s earliest convenience.

Management:

Provided the Board with an overview of our current status

in terms of claims around Land, Contents and Buildings,

noting that settling Contents claims is almost complete.

Outlined the policy drivers and decisions behind the

establishment of the managed repair programme (CHRP),

noting that these could be compromised if cash settlement
was implemented on a widespread scale,

Noted that overall operations in Canterbury are going well

and, based on current forecasts and a business planning

exercise eariier this year, EQC could complete claims and

exit Canterbury by December 2014.

Advised the Board that “completed” in this context meant

all building repairs completed (where thete were no

external Impediments) and ali cash payments made,
including for land.

Noted that EQC has flexibility within the Fletcher EQR

contract to determine what repairs are undertaken by

EQR, but consideration should be given to the moral and

commercial obligations in terms of labour and skilled

trades.

Outlined a number of options Lo accelerate CHRP claims

settiements, and the implications and issues that would

arise should the Board consider altering the current
settings. These included:

o A proposal for cash settling multi-unit buildings
{MUBs) except where these were occupied by elderly
or vulnerable claimants. Management sought the
approval of the Board to exercise discretion as to
when to apply a cash settlement or opt in options.

o A proposal to cash settie claims where pre-existing
tisk factors make it difficult to isolate individua! costs
or to co-ordinate repairs. Weathertight issues and
non-compliant electrical wiring examples were
discussed,

o A proposal to cash settle the claims of commercial
and large scale property owners and investors,

o A proposal to cash settle those claims where the
repairs were ‘on hold’ at the request of the claimant,
resulting in a substantial delay. Settlement on this
basis would occur at an assessment based on today’s
costs or where the costs had been adjusted to today’s
dollars (e.g. through CPI or similar official index).

The Board:

a) Noted that under the Earthquake Commission
Act 1993 (the Act), EQC has the option of
settling residential building claims by
replacement, reinstatement, relocation or cash
payment.

b) Noted that based on current rates and
operational settings, the CHRP could be
completed by December 2014.

€) Noted that opportunities for further
acceleration of huillding settlement timeframes
could be achieved by changing the weighting
given to the policy settings underpinning the
CHRP, and by increasing resources.

d) Noted that both approaches have significant
operational implications for EQC and Fletcher
EQR.

e) Confirmed the current lower threshold for the
CHRP as being claims with estimated damage
greater than $15,000 (GST incl).

f) Confirmed that CHRP target timeframes be
amended and publicized as December 2014

g) Noted the request in the Letter of Expectation
from the Minister Responsible for EQC to avoid
transfer of costs to other agencies

h} Directed Management to bring to the next
meeting:

o Information on the impact of decisions to
accelerate CHRP, such as numbers of
claims involved, estimates of time saved
and costs avoided

) Noted and endorsed Management’s preference
to retain current processes to mitigate change
fatigue and implementation issues.

J) Encouraged Management to continue to
streamline existing processes and seek further
efficiencies.

k) Endorsed:

o  The CHRP Hub Rationaiization.

o The iImplementation of changes to the
contractor engagement model.

1) Agreed that decisions to cash settle should be
implemented taking into account householder
circumstances (particularly for the vulnerable)
and the stated policy objective for the CHRP.

m) Agreed that Management should exercise
discretfon to:

o incur defensible upfront costs in order to
secure resolution (including settiement
on a portfolio basis) with major social
housing property owners {Christchurch
City Councll, Housing NZ Corporation
{HNZC)). Such settlements would avoid
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The Chair:

¢ Noted that the EQR scheme has the effect that the daim
settlement is spent on repair, which in turn, helps ensure
the quality of housing stock.

e Advised Management that the Board will correspond at a
Board level with the Christchurch City Council (with
respect to cash settlements with the Councll) should this
be required. Noted that Management should, in all
dealings, be confident of its abllity to defend settlement
decislons to reinsurers.

e Noted that any finandal decisions outside of
Management's delegations would come to the Board for
approval and confirmation prior to implementation,

®  Provided Management with support to address any
complaints from cash settiements that would otherwise
have been in the managed repair programme.

n)

o}

P

ongoing and unnecessary overheads.

o settle properties in the ‘on hold’
category, whose owners have deferred
repairs multiple times despite EQC’s
attempt to commence repair or
rebuilding works. in relation to clalmants
in this category, Management should act
reasonably and on the basis that the
claimants are fully aware of the reasons
prior to EQC making the cash settiement.

o to settle claims where pre-existing risk
factors make It Is difficult to isolate
individual costs or to co-ordinate repairs.
The discretion should be implemented
taking Into account householder
clrcumstances (particularly the
viinerable and elderly) .

Confirmed retention of the threshold for under
$15k settiements.

Noted that on the above basis, the Board
confirms the new full completion date of
December 2014 and endorses Management's
release of this new date to the mediaon
Management’s advice that this date is
achievable,

Noted that Management should consult with
the Chair as to the content of the next report to
the Minister including assessment of risks to
achleving new target date, such as:

o  Change In expectations or requirements
from the Minister/Government

©  Another significant event

o  Flstcher EQR relationship - will require
incentive to contract to EQC until
December 2014,

Directed Management to bring to the next
Board meeting an update on progress with
settling HONZ and CCC claims.

ACTION:

Management to keep the Board informed of
examples of where discretion has been
implemented to cash settie claims that would
otherwise have been in CHRP as discussed.

Land update

The Chair acknowledged the achievements and progress made
to date by EQC, noting this should not be diminished in value
but also noting that there is still a lot to achieve in an
environment of less tolerance, lower patience and a tiring
workforce,

Management spoke to the presentation noting:

*  The communication challenge required to managa
customer expectations and improve community
understanding of EQC’s land cover.

e That cash settlement for Land |s the preferred option

The Board:

b)

c)

Confirmed that consistent with this position on
the CHRP, settlement of land claims by
December 2014 remained the target.
Confirmed that to achieve this outcome and
capture the benefits of reduced claims handling
expenses, better community outcomes and
certainty on EQC’s ultimate claims Hability, the
costs and uncertainty of (itigation should be
avoided where justifiable,

On DOV;
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although there are some calls for an ‘oversight body’ to
ensure land remediation/repairs are undertaken where
necessary.

That EQC will not be volunteering to take on this
‘oversight’ role and ultimately sees this as sitting with
CERA or private insurers. It is easier for the insurer or
homeowner to coordinate timing of land and dwelling
repairs in a cost effective manner,

Noted that flat land - green zone property assessments are
progressing well with current projections showing that all
assessments will be completed by December 2013 and
settlements completed by December 2014 on the
understanding that a resolution for Category 8 and 9
propertties has been reached.

Noted that Management is currently working on a
settlement strategy for Category 8 and 9 with settlement
commenging later in 2013.

Noted that, at present, the focus s on green zone land
settlement. There are around 185 properties in the
residential red zone have not accepted the CERA offer and
these will need individual assessments. The remaining red
zone properties will also need to be assessed and
Management has discussed with CERA the ‘bulk
settlement’ of these claims.

Noted that legal challenge is highly likely on Land claim
settlements.

Noted that while the discussion on building claims was
‘how do we speed up’. the discussion on land is more
about ‘how do we shorten the tail? and thereby avoid
unnecessary overheads and other costs. In each case, the
Board must always deal with claims In accordance with the
EQC Act.

Recommended that the Board allow Management to finish
the current repair methodology trials, and work to get
these methods approved by MoBIE. In parallel to this
work, Management will continue to investigate alternative
cost effective repair techniques. This would allow Cat 8
claims to be settled either on the basis of a proven and
cost-effective repair method or, should the cost of repair
exceed the maximum amount available under the EQC Act,
at “cap”.

Noted that if successful, the land trials will provide an ‘in
situ’ repair technique that will eliminate the need to apply
Diminution of Value {DoV) to category 8 damage, and
mitigate potential litigation issues from insurers.

Advised that communication packs are being created and
various discussicns are being undertaken across a number
of professional bodies to mitigate potential litigation from
customers who don’t understand the methodology and
reasoning behind EQC’s settlement of Category 8 and 9
damaged properties,

i. Noted that EQC needs to establish the most
cost effective repair solution that is
technically robust and ‘consentable’.

ii. Agreed that where a repair solution was
available, this, rather than DOV, shouid be
the basis of settlement.

fil. Noted that DOV as a basis of settlement
may be appropriate for properties with
Category 9 damage.
d} On Section 19:

i. Agreed that on the balance of advice on the
‘strongest’ interpretation of 519, its
preference was to avoid litigation by either
seeking a declaratory judgment or moving
immediately to settle on the ‘stronger’
interpretation.

ii. Requested Management to advise its
preferred option as soon as practicahble,

e) OnSection 124:

i. Confirmed its position that the application
of $124 does not constitute physical loss or
damage in terms of the EQC Act.
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a) Dimunition of Value

The Board:

e Discussed the workability and future acceptability of DOV
as applied to Category 8 damage and expressed a
preference for settiements to be based on engineering
solutions that are tested, consentable and meet EQC's
strategy obligations,

e  Noted that the DOV may be an acceptable basis of
settlement for Category 9 damage, where repair methods
are unavailable and precedent exists for the impact on
values of increased susceptibility to flooding.

e  Expressed a preference where the home is in situ and
where DOV is not the basis of settlement, not to pay the
notional cost of demolition of the house and ‘enabling
works’ unless clear Intent to demolish Is establlished,

b) Section 19
The Board:

e Discussed the interpretation of Section 19 and the
appropriate response to advice

®  Noted that EQC’s preferred options are to:
o  Continue with its current interpretation;
©  Settle on the basis of the “stronger” interpretation;
©  Seek a dedlaratory judgment to settle the matter.

e  Expressed a preference to avoid litigation on this matter to
minimise hold-up of land settiements,

*  Sought an estimate from Management of the costs of the
alternative interpretation (Le. the claim liability costs)

®  Agreed that either a declaratory judgment or proceeding
straight to settling on the “stronger” basis interpretation
were preferred options.

*  Requested Management to advise the Board asap on the
preferred option.

¢ Agreed thatif a declaratory judgment was the preferred
option, Management should have discretion to negotiate a
sharing of costs with oppesing counsel.

®  Emphasised that, In exploring option to maintain pace and
minimise the costs and potentially adverse consequence of
unsuccessful litigation, compliance with the Act remained
paramount,

¢} Section124

®  Partly in light of the O’Loughlin case, the Board confirmed
its current position that the application of Section 124
does not constitute damage for the purposes of the EQC
Act.
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10. Building Safety The Board:

The Board discussed that as part of the review of its a}  Noted the contents of the Structural

accommodation for staff they have: Assessment Report for Manpower House.

e  Considered the report on Manpower House,

»  Noted that it met standards and on that basis agreed it
was an acceptable standard staff accommodation ACTION
and;

»  Noted that the report contains a number of ¢  Management to provide to the Board advice on
recommendations as to improvements for the building whether the recommendations noted in the
safety and; Building Safety Report on Manpower House

o  Requested Management report back to the Board on will be implemented by the bullding owner.
whether the building owners intended to implement these
recommendations.

Management spoke to the paper noting:

o That the report states that the building has been
determined to be in the order of 80-90% of the
New Building Standard therefore the building
would be classified as grade A or B or ‘low risk’.
11. Genenal Business
ACTION
The Chair;

¢  Advised that in the coming week, further communication
will be forwarded to the Minister to provide an outline of
the discussion and decisions that have been agreed to at
today’s meeting.

e  Requested that Management create a ‘dashboard’ similar
to the one created for CHRP on the Land programme.

¢ Management to provide to the Chairan
updated dashboard on CHRP together with a
newly created dashboard on the Land
programme.

The next Board meeting will be on Friday 12 Suly 2013 in
Christchurch.

The Meeting closed at 3,10 pm.

These minutes were approved by the Board as a true and
correct record.

M C Wintringham Date
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MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Pukeko Room
53 Princess Street, Christchurch
Friday 12 July 2013 at 9.30am

B Dunne (General Manager Strategy,
B Emson (General Manager Custome:

Policy and Legal) - part meeting
I Services) -part meeting
I Manager Reinsurance, Research and Education) -

WrAcﬂng Chief Risk Officer) - part meeting

| Advisor) - part meeting

(Principal Policy Advisor) ~ part meeting

Present: In attendance:
M C Wintringham (Chair) 1 Simpson (Chief Executive)
D K Bovaird
RJ Black
G M Smith H Cowan {General
Sir M L Wevers ting
K BTaylor
T Burt ... JFord (Chief Lega
2)(a)
Apologles: ) omassen

{Manager Risk & insurance) — part meeting

B2 (@) I Minutes)

The meeting was declared open at 9.30am

AGENDA ITEM
1 Present and Apologies
There were no apologies recorded.
The Board confirmed that there were no interests not otherwise
declared on any agenda items,
2. Minutes of Board Meeting of 14 June 2013 The Board:
The Board considered the minutes, provided amendments and a) Subject to the amendments, approved and
agreed as to thelr accuracy. confirmed the minutes ofthe meeting held 14
June 2013 as a true and accurate record.
3. Matters arising The Board:
The Chair: . a) Notedthe matters arising and agreed upon the

[9{2 (4
¢ Requested that the Good Governance Guidelines ‘June 4.2
be distributed to all Board members.

Agreed that the final numbers for the CHRP progtamme
will be finalised at the next Board meeting,

Requested an update on the discussions with Southern
Response.

Noted under Matters arising that the Procurement and
Contact Management Strategy is required to be provided
to the Board prior to finalising the annual accounts. A
copy of this document is required to be forwarded to the
Board and Michael, Denise and Giselle given they were on
the Board during this time.

status of each item,

b) ~Agreed that Management will lead a discussion
with on a broad view of natura!
disaster risi in New Zealand and a combined
view on recovery.

J

ACTION

® Board Executive to distribute copy of the Good
Governance Guidelines to all Board members.

® Management to distribute the Procurement and
Contract Management strategy to the Board
including all incumbent Board members,

¢ Management to provide an update to the Board
on EQC’s process and treatment of Asbestos.
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The Board:

Discussed asbestos, reinforced the importance of this issue
and EQC’s responsibilities in this regard with the CHRP and
requested management bring an update to the August
meeting.

Bryan Dunne, Bruce Emson and Jeremy Ford joined the meeting
at 8.53 am.

Keith Taylor joined the meeting at 10.34am.

Chief Executive Report

The Chief Executive (CE) presented the Report taking the report
as read.

Management provided and discussed:

An update on the current OlA situation noting that in the
past few weeks more OlA’s have been closed than
received.

The litigation update noting that a further three cases have
been lodged subsequent to the Board papers being
finalised.

The relationship with Crown Law noting engagement has
primarily been when seeking second opinions.

Treasury’s main focus is the risk to the Crown on land
settlement issues.

The current status of the litization issue on the injunction
against M Kriege

The CE provided:

]

An update on the progress of the Hub restructure
programme noting that consolidation of hubs and staff
consultation Is underway with a projected December 2013
completion date,

An update on discussions with Southern Response on land
issues. Management is building a pragmatic test case as a
resuit of the land remediation trials,

Noted that management is seeking efficient techniques
that meet time and cost requirements for land repair
solutions.

Noted that it is necessary to secure industry wide
agreement on land repair solutions to mitigate litigation.

The Board:

Discussed the communications strategy around the hub
rationalisation programme and endorsed Managements’
approach,

Noted that the Board’s preferred position Is to settle
category 8 damage using engineering solutions that are
tested, contestable and meet EQC's strategic obligations.

The Board

a) Noted the contents of the Chief Executive
Report.

b} Endorsed Managements approach to seeking a
whole of govemment approach to litigation
particularly from Crown Law.

¢) Noted the settlement recommendation for
Cathedral Junction.

ACTION

¢ Management to prepate a briefing to the
Minister to seek a mandate from the Attorney-
General for EQC to use Crown Law on a case by
case basis.

e Management to provide in the next CE’s report
some options to the Board as to continued
action against M Krieger.
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Noted that Management should seek convergence
between EQC and other insurers on category 8 land
settlements.

Advised that the Board supports Management to engage
with Government as EQC develops its response to Land
settlement,

Noted that Management should be mindful of seeking
resolutions for the Canterbury rebuild where these
potentially create a negative impact on future policy
perspectives on a National basis,

Noted that the consistent policy is that EQC meets the
costs of natural disaster damage {connection between an
event and a physical change in the land) and EQC’s liability
(where practicable) is to restore the land back to its status
prior to the event.

Noted that EQC has determined that Category 8 and 9
damage meet the criteria above, however this does not
extend to ‘new knowledge’ or ‘Increased risk aversion’ as
determined by either Local Council or Buliding Code., If the
bullding code changes as a result of the events, EQC is not
liable for repairing the land to the new code,

Noted that Category 9 damage ‘susceptibility to flooding’
has additional complexities in that EQC is liable for fixing
damage to the land, but where the land is unchanged but
bordered by an estuary that floods more frequently this is
outside of EQC’s responsibility.

Noted that for Category 8, increased susceptibility to
liquefaction is accepted as damage.

Noted the importance of successfully defending litigation
by ‘opt out’ customers who have exceeded EQC’s scope of
works and are suing for the difference In costs to prevent
further litigation.

Discussed Crown Law’s involvement in providing advice to
EQC on the current litigation. The Board expressed a
strong preference for EQC to seek Crown Law support,
given the risk to EQC of significant litigious activity.

Noted that Crown Law’s Involvement in Court carries
additional welght as they are recognised as representing
the Government.

Jeremy Ford left the meeting at 10.52a0m

4.1

Business Performance Report (BPR)

The Board:

Advised Management that some of the figures in the
Claims Cost and Reinsurance Coverage table were
incorrect,

Requested clarity from Management as to how legal costs
are defined in the financial report,

Discussed the current status of the vulnerable repair
categories noting that there are circa 18,000 people in this
category

The Board

a) Noted the contents of the Business
Performance Report.

ACTION

s Management to provide details of legal costs in
the Litization update each month,
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Considered the financial report for the month noting that
these are preliminary results and will be finalised in August
at the Audit and Risk meeting for confirmation by the
Board at their August meeting.

Management:

Noted that there are three categories and definitions of
vulnerable claims Tier 1, 2 and 3 which is aligned with
CERA and the insurers.

Noted that apportionment excluding the red zone and
multi-unit properties will be completed by the end of
December 2013,

Provided the Board with a detailed update on the current
status of Customer Complaints Resolution and Mediation.

4.2.

Health and Safety Report

Management:

Noted that they are confident that EQC is following the
correct process and guidelines in dealing with Asbestos.

The Board

a) Noted the contents of the Health and Safety
Report.

The Meeting broke for Morning Tea at 11.28 am
Bryan Dunne left the meeting at 11.28 am

The Meeting resumed at 11.37 am.

Hugh Cowan entered the meeting ot 11.37 am.

Ground Improvement Trials [GIP)

Management:

Noted that the “TRex” testing is close to conclusion. This
will be followed by an ‘autopsy’ to understand what
happened to the land followed by blasting to emulate
liquefaction.

Noted that as part of the GIP, £QC needs to establish a fair
basis for pricing and to this end are working on a proposal
with insurers to be regulated by MBIE.

Noted that the pilot scheme for repairs on bare land can
commence in the next two months.

Noted that trials for land remediation where there is a
house in situ will take longer.

Provided assurances to the Board that these trials wili seek
to provide a repair method that is cansentatle and cost
effective.

Noted that approximately 10% of properties in TC3 may
require some component of ground improvement and new
foundation.

Noted that with the release of definitive category 8 and 9
information from T and T, EQC can establish a sound
technical basis for calculating a liability.

Noted that Management will work with the insurers to
jointly understand the cost of these solutions. Insurers are
liaising very closely with EQC on this process.

The Board

a) Noted the contents of the Ground
Improvement Trials update.

ACTION

e Management to provide an update to the

September Board meeting as to how the Ground
Improvement Trials are progressing.
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The Board:
®  Endorsed Managements’ approach and noted advice that
the Technical Steering Group will be established to gain
consensus of operatlonalising the repair strategies.

Canterbury Home Repalr Programme {CHRP)

Management distributed and spoke to the presentation for
discussion advising:

e  That the full and final settlement of 5,800 dwelling claims
with Housing Corporation of New Zealand has been signed
off by their Board.

That further discussions with the Christchurch City Council
are required and Management seeks the Board’s approval
to settle up to $15 million.

The Board:

Noted the recent Issues around the Christchurch City
Council consenting process.

Noted that Management is undertaking an audit of any
properties that have had consents Issued to ensure there
are no current or potential future issues.

Noted that is it essential that in the ‘opt out’ situation it is
imperative that EQC is overt with the scope of works and
risks that the customer faces if they choose to cash settie.

The Board

a)
b)

o)

Noted and endorsed the programme.
Endorsed the settlement with Christchurch City
Council.

Agreed that Management could settle with
Christchurch City Council up to a cost of $15
milfion.

Hugh Cowan left the meeting ot 12.33 pm )
Jeremy Ford and Bryan Dunne entered the meeting

at 12.34pm.

Section 19 update
Management:
®

Provided an overview of the statistical data analysis of the
historical claims settied In the Port Hills.

¢ Discussed the literal reading of Section 19 in the Act as the
basis for settlement being

a. aglobal cap and

A2)h)

e

The Board:

a) Agreead to proceed with the most credible

¢ Noted that a desktop exercise will be required to b)
recalculate previous assessments on the basis of the
earlier interpretation of the Act, €)
®  Agreed to come back to the Board with the operational
impact of implementing this new settlement process,
The Board:
d)

as required in accordance with the strongest

interpretation and advised Management to
report back on the operational Implications of
this.
Confirmed the decision to interpret Section 19
on the ‘stronger’ defensible iegal poskion,
Agreed that EQC should proceed to settle
outstanding land clalms In accordance with the
strongast Interpretation of the EQC Act

full wall/single
capj.
Agreed that EQC should revisit land settlements
made to date relating to land claims for the
Port Hills and make additiona) payments if and

Interpretation of the EQC Act.
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¢  Noted that as an organisation, we have been operating in
an environment where we have been building our systems
and pracesses at the same time as ‘doing’ the business at
hand. Because of this we haven’t had opportunities to
loak at the bigger picture.

& Noted that once the risks are identified by Management,
the Board should discuss and assess one or two risks and
determine their status on the risk register.

The Board:

e  Expressed a preference for Management to bring the Risk
register to the next meeting for the Board to rate these
risks.

¢  Noted that once risks are identified the Board will instruct
Management with the risks to focus on and be
accountable for,

9(2)(h)
° e} Agreed that EQC should proactively revisit land
settiements outside of Canterbury that were
Id
- and may revisit other land
settiements on a case-by-case hasis.
ACTION
e Requested Management to produce a
communications plan for how these changes
should be explained to key stakeholders and
interested parties.
The Meeting broke for lunch at 1.00pm.
Bryan Bunne, ond Jeremy Ford left the meeting at
1.00pm. @) (a)
The Meeting resumed at 1.40pm
Jane Thomossen an : entered the meeting at
1.40pm. T
8. Audit and Risk update The Board:
The Chair of the Audit and Risk committee provided an overview | a} Noted the Minutes of the ARC meeting held on
of the Audit and Risk meeting for the Board’s information. the 27 May 2013.
b) Noted the ARC Terms of Reference {TOR)
update paper.
¢} Agreed to the changes in attendees recorded in
the TOR subject to minor amendments.
(9. | Risk Reviewand Appe;ci‘te o TheBoard
Management spoke to the presentation noting: a) Noted the different status of risks, for example
the overriding responsibility for the safety of
e  That they are seeking establish what the Board's our staff; the absolute need for statutory
understanding and assessment of risks is. compliance (eg OlA’s); and the reputational
risks associated with poor performance,
The Chair:
ACTION:

Management to incorporate the current risk
register into the Strategic Outcomes and Key risk
areas for analysls of risk status and risk appetite
and bring back to the Board in September,
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®  Noted that it is seeking satisfaction that key risks in order
to achieve objectives are identified and monitored

®  Noted that the discussion required is risk appetite rather
than risk identification.

¢ Identified that two key risks are;
o Confidence in the entity and its ability to carry its
mission forward,
o Relationship status with City council and other key
stakeholders.
®  Noted that EQC's reputation is key as EQC is a Crown

Agent.

Jane Thomassen andm departed the meeting at
2.50pm. i

10.

General Business

The Board discussed the status of content and the draft report
by the Auditor General on the Audit Report.

The Chalr:

®  Acknowledged that this is Denise Bovaird's Jast meeting
and thanked her for her constructive and supportive
contribution to the Board and to the Audit and Risk
Committee as Chair.

¢  Confirmed that Peter Hughes has formally resigned as a
result of his appointment as Secretary of Education.

The Deputy Chair:

®  Requested that the Minute be recorded acknowledging
Michaei Wintringhar’s last Board meeting.

ACTION

® The Chalr to contact the Office of the Auditor
General to secure a copy of the revised report
prior to it being released outside of the
organisation.

® Management to arrange for a meeting between
the OAG and the Board.

The Board records jts appreclation of the teadership
of Michael Wintringham as he concludes histermas
a member of the EQC board after 9 years, including
7 years as Chairman. Michael's term colncided with
the most challenging period in EQC’s history In
responding to the Christchurch earthquakes of
2010-11. This placed considerable extra demand on
Michael, which he accepted without hesktation and
at some personal cost. His experience and expertise
has been invaluable to the Board and Management
as EQC almost immediately transformed from a 23
person stable organisation to a 1500 person
organisation facing some of the most complex and
challenging circumstances ever seen in New
Zealand. He has also been able to interact with the
Minister and his advisers In such a way as to ensure
the Minister's continued support for and confidence
in EQC. His calmness and ability to gulde us through
difficult decisions have been instrumental in
ensuring a cohesive and effective Board and
Management,

The next Board meeting will be on Friday 16 August 2013 jn
Wellington.

The Meeting closed at 3,05 pm,

These minutes were approved by the Board as a true and
correct record.

Sir M L Wevers Date
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MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held In the Majestic Centre Board Raom
Level 20, 160 Willis Street, Wellington
Friday 16 August 2013 at 9.00am

Present: In attendance:
Sir M L Wevers (Chair) | Simpson (Chief Executive)
R J Black B Dunne {General Manager Strategy, Pol icy and Legal) - part meeting
G M Smith 8 Emson (General Manager Customer Services) - part meeting
K B Taylor {Principal Policy Advisor)- part meeting
T Burt (Communications) - part meeting
R Bell [Y & R Agency) ~ part meeting
(Minutes)
Apologies:

The meeting was declared open at 5,10am

AGENDA ITEM

1, Present and Apologies
There were no apologies recorded.

The Board confirmed that there were no interests not otherwise
declared on any agenda items.

The Chalr made some brief introductory remarks prior to
commencing the formal agenda.

2. Minutes of Board Meeting of 12 July 2013

The Board considered the minutes, provided amendments and
agreed a5 to their accuracy.

Management submitted suggested amendments provided by
Legal Counsel,

The Board agreed to adopt the recommended amendments,

The Board:

a) Subjectto the amendments, approved and
confirmed the minutes of the meating held 12
July 2013 as a true and accurate record.

3. Matters arising
The Chair:
* Noted the Minister has requested an update on the Hub

Rationalisation Strategy and Management is to provide a
briefing to the Minister.

The Board:
a) Noted the matters arising and agreed upon the
status of each item,

ACTION
* Management to provide a briefing to the
Minister on the proposed Hub Rational isation
strategy.
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Bruce Emson and Bryan Dunne joined the meeting ot 9.30am

Chief Executive Report

The report was taken as read. The Chief Executive (CE} spoke to
the Report.

Management:

Noted that MBIE has requested a meeting to discuss
whether thanges to MBIE's current advice on appropriate
repair strategies where Asbestos materiat may be present
are warranted. )

Noted that this was one of a number of issues and
uncertainties with guidance issued by other government
agencies (including MBIE) that add to uncertainties with
respect to EQC’s responsibilities under the EQC Act
Advised that within current litigation there is a Section
124, Building Act 2004 {dangerous building notice) legal
case to be heard which EQC is defending. Atissue here is
whether the existence of the section 124 notice
constitutes physical loss or damage under the EQC Act i.e,
Is it either actual or imminent physical loss or damage to
the insured bullding?

Provided an update on the Spencerville test site noting
these claims are now settled and EQC has exercised its
salvage rights over the residential land invalved. Noted
that a strategy for holding or disposing of this land will
need to be addressed at a future date,

Provided the Board with an update on discussivns with the
Christchurch City Council about the Council’s dwelling
claims. Management noted that a potential issue as to the
status and extent of their insurance cover has arisen.
Once this Issue is darified, there Is a willingness from the
Council to ‘do a deal’; and a deal may be done, provided
the Council has an entitlement.

The CE:

Noted that a meeting is scheduled with the OAG to discuss
their draft CHRP audit report.

Noted that the first draft of the Ombudsman reports on
OlAs is expected this month.

Noted that @ meeting occurred between Management and
the Human Rights Commissioner providing feedback on
the first draft of their report.

Noted that the Department of Internal Affairs (DIA) has
indicated its intention to review EQC's compliance with the
Public Rerords Act 2005,

Noted that a building lease requires approval for execution
by the Board. The building s to be used to process
settlements and accommodate staff engaged in settling
the Cook Strait claims event.

Provided an update on the papers submitted by email to
the Board from the Audit and Risk Committee on the ILVR
and Financial Statements to 30 June 2013 seeking Board
approval,

The Board

a)

b}

c)

d)

Noted the contents of the Chief Executive’s
Report.

Agreed that for entering Leases and Deeds up
to a quantum ($250,000), the power to act is
delegated to the Chair and one other Board
member.

Agreed to accept the ILVR as at 30 june 2013 as
varied by the supplementary letter dated 13
August recelved from Melville Jessup Weaver
{MIW) that remaved DoV and utilized an 85%
probability of adequacy, as a fair and
reasonabie representation of EQC's liabllites.
Agreed the financial information provided in
the Statement of Comprehensive Income,
Statement of Changes in Equity and the
Statement of Financial position are provided ta
Treasury.

ACTION

Management to identify at the meeting with
MBIE that there is a cluster of issues {(not just
asbestos) that need to be discussed,
Management to, and bring a report back to the
September Board meeting.

Management to report. back at the September
Board meeting on Management’s meeting with
the Office of the Auditor-General (OAG).
Management to repart back to the September
Board meeting as to the status of the
Christchurch City Council insurance situation.
Management to bring to the Board at a future
meeting the strategy for dealing with land taken
as “salvage’, specifically Spencerville,
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The Board:

Noted that the Implications of a change in MBIE's palicy
for treatment of asbestas are wide ranging.

Noted that Crown Law should be drawn on to provide legal
advice on key precedent cases, particularly those with a
reputational element or impact and that a meeting with
the Attorney General and Solicitor General is being
arranged.

Discussed EQC's advice that a Standard’s and Poor's rating
is no longer required and agreed that as EQC is a Crown
entity with a Crown guarantee, there is no requirement for
EQC to obtain this rating.

Noted the discussion document for the Review of the EQC
Act is under preparation, with Treasury expecting the
Government will release this discussion document in
October/November 2013. Treasury has indicated it will
consult with the Board prior on a draft version of the
document.

Emma Hicks joined the meeting at 10.00 am

4.1.

Business Performance Report (BPR)

The Board:

Acknowledged the milestone of achieving the completion
of the apportionment of “aver cap and near cap” ($80,000
and above) claims.

Advised that the dashboard that goes to the Minister has
been well received,

Requested an update on Multi-unit building (MUB) claims.
Noted the data on vulnerable people {p. 13) appears to
show that repairs for the vulnerable are progressing no
faster than for the general population.

Discussed Management’s strategy to address open
complaints.

Suggested that the complaints graph also reflects the
customer feedback surveys in order to provide a balanced
view of customer feedback.

Asked how the 90 day data wiil be used.

Management:

Noted the number of MUBs has now been determined.
Management Is actlvely working with insurers to try to
finalise settlement of these properties.
© Noted that good progress is being made, but itis a
complex process.
© Noted that EQC operations, policy and legal teams
are seeking to meet with DPMC and Treasury to
discuss policy, legal and operational matters
regarding MUBs. These matters may require central
agency assistance in order to resolve them.
© Noted that EQC is managing the data sharing
required and is conscious of ensuring securlty of data.

The Board

a} Noted the contents of the Business
Performance Report,

b) Extended the Board’s appreciation to the
relevant staff on achieving the cornpletion of
apportionment of the over cap and near cap
{$80,000 and above] dlaims.

ACTION

® Management to pass on to refevant staff Board
appreciation of their efforts in achieving the
milestone of having completed the
apportionments for $80,000 and above daims.
®  Management to bring to the September Board
meeting an update on the status of the claims
for those classified as vulnerable, noting:
o Data that requires cleansing.
© Steps that can be taken to make this go
faster.
© How Management can facilitate or
accelerate the processing of daims for
those classified as vulnerable, working in
collaboration with the City Council, MSD
and non-government agencies,
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o  Noted analysis suggests information on settlements for
vulnerable cases may be being underreported.

¢ Noted the complaints data Included information requests
and that these information requests should be excluded
from future reporting.

e Noted that a ravision of the Business Performance
Reporting is underway which will address and ensure that
the data presented to the Board is clearer - particularly
around complaints.

®  Provided assurance to the Board that the 90 day data will
be utilised.

¢ Distributed a progress and identity report for the daims
recelved and progress made for claims resuiting from the
Cook Strait event, noting that lessons learned from
Canterbury have been implemented.

The Chair noted that hie sits on the Audit and Risk Committee of
the Ministry of Social Development {MSD) where the issue of
vulnerable peopie had been discussed, and that the feedback
has been positive ahout their engagement with EQC.

terms of completing the Port Hills (with consequential flow
on effects for the Flat land properties). '
Noting that there are key implications for reputational risk.
Noting that a strong communications strategy is required in |
terms of timing, content and targeting of the

communications of this revised section 19 approach.

4.2. | Health and Safety Report The Board
I
Management and the Board discussed the Health and Safety a) Noted the contents of the Health and Safety
report: ! Report.
*  Nating asbestos remains the primary issue of public
interest.
e  Noting that Management is seeking to get a sense of
safety conversations that are occurring.
s Noting Management Is looking at lead indicators.
Noting that the Health and Safety Board Committee
(HSBC) is working well,
¢ Noting that the Board s seeking to increase the number of
occasions that the Board meets in Christchurch to
demonstrate to the staff that the Board is there to support
them.
o [ ]
_ Jjoined the meeting at 10.15 am
5. Section 19 update The Board
Management provided a brief overview of the cantent of the a) Noted that Management:
paper: ) N
i. Agreed to present to the August 16 Board
*  Noting the estimated financial impact of the Meeting a report on the impact of
implementatior: of applying the strongest legal operationalising the amended settlamant
interpretation of section 18, prooess,
* Noting that applying the strongest legal interpr etation of
section 19 could add up to approximately six months in b) Noted:

i. The additional settlement costs for Port Hills
only, based on applying the strongest legal
interpretation of section 19, is now
estimated at $110 million;
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The Board:

Suggested an amendment to the Recommendation c (i)
(3(a) of the Board Paper) to replace ‘Port Hills’ with
‘Canterbury’.

Confirmed that the Board agreed at the July meeting to
adopt the Section 19 stronger approach, and that the
recommendations noted at this meeting are to confirm
Management’s continued approach.

Requested Management to look at the practicality of using
Nelson as a test case, with a view to bringing to the Board
a sample of settlements that occurred to determine the
difference In how these would have been settled using the
new and the old interpretation of section 19,

Noted that in terms of the Port Hills, around 30% of claims
would not change as a result of the raview of the
interpretation of the EQC Act.

Noted that In circumstances where the review resultsin a
change in settlement paid, this change will be
advantageous to the customer: and in some Instances
materially so,

Noted that in no cases would customers receive a lower
settlement s a resuit of the review of the interpretation
of the EQC Act.

ii. The finandal Impact an EQC is of
implementing the Board decision regarding
section 19 estimated at being between $10-
$25 million In terms of operational
expenditure and up to $600,000 In terms of
capital expenditure.

fil. The rework required to the Port Hills
settlements associated with applying the
strongest legal interpretation of section 19
is assessed as adding up to six months In
terms of completing the Port Hills
settlements (with consequential flow on
effects for the Flat Lands settiements);

iv. The revised time frames outlined above are
assessed as being a worst case scenario: and

V. Revised time frames of June 2014 (Port Hills)
and June 2015 (Flat Lands) are consistent
with the timelines spacified in EQC's current
Statement of Intent.

t) Confirmed:

i.  All Canterbury land daims be reviewed and
settled, where applicable, on the basis of
the strongest legal interpretation of section

19;

li. Al lend daims recelved by EQC on or after
19 March 2013 be assessed on the basis of
the strongest legal interpretation of section
19;

Hi. All non-Canterbury land claims Sattled prior
MISMarmzoBarereﬁewedonluse-
by-case basis based on Infermation supplled
by a dlient.

ACTION

®  Management to advise the Board (via email) the
practicality of applying resources to
investigating a review of a section of Nelson
landslip claims showing the two settlement
figures using the old and new interpretation.

-ieparted the meeting at 10.45 am.

Bruce Emson departed the meeting at 11,00 am.

Value for Money In the CHRP

Management:

Noted that work had been underway on measuring “value
for money” (VFM) in the CHRP. This work was looking at a
range of measures, as CHRP js unique and ng single
measure is likely to be informative.

Advised that the draft report commissioned from an
external consultant explores one aspect of VFM by
focusing on one of the primary policy drivers namely

The Board

8) Noted the draft Value for Money in the CHRP
report.

b) Noted that while further analysis will be
undertaken the costs are not out of line with
expectations.

c) Agreedtolendits support to an appropriate
communications package around progress
madae to date and EQC’s contribution to
Conterbury since September 2010,
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inflation containment. This is consistent with OAG
approaches to VFM,
Noted that the draft report suggests that cost movement
in CHRP has been lower that relevant indices, suggesting
that the programme is providing value to the Crown in this
aspect, but that it is more mixed over other time periods.
Noted that Management can report on this on a six
manthly basis if the Board is happy with the findings.
Noted that robust benchmarking indices akin to "tier one”,
je; sourced from NZ Statistics have been used.
Noted this report enables EQC:

o to verify to the Crown that EQC under instruction to

establish the PMO has derived value; and
o to highlight any key areas that would result in the
Crown taking a different approach for future events.

Noted that Management is in active discussion with
Fletchers regarding the PMO contract in terms of changing
the completion date, and that this may offer an
opportunity to address some incentives.
Noted that Management is keen to align with the
Minister's office on releases to the media around value far
money in CHRP.

The Board:

Expressed some concern about the overall conclusions,
noting that as EQC is the biggest player in this and that
EQC is therefore settlng the benchmark,

Sought ciarity as to the purpose of this report and whwere it
would be utilized, noting that the incentive for Fletchers tc
outperform itself are minimal.

Noterd the process undertaken to calculate the weighted
average cost may not be the best basis for constructing a
comparator. Comparisons of contractor rate cards pre-
Canterbury versus current Canterbury rate cards would be
a good indicator of the percentage increase in contractor
rates, noting the quantity of labour required impacted on
the initial rates. The Board would prefer a rate card
analysis as the prime indicator.

Noted that a quality measure may be the number of
contractors that Fletchers have dropped out of the PMO as
a result of insufficient standards.

Noted that a degree of caution needs to be applied to the
findings as there are a number of indices that affect the
resuits.

Noted that in terms of the repair programme, this report
forms part of the story that shows that the PMO has heen
a success in terms of time, quality and cost.

Noted tiat as we approach the third anniversary of the
September event, it is the time to go to the media with
numbers of how many home repairs have been
completed. ndependent research commissioned on the
costs of the CHRP, shows the costs are not out of control.
Noted that Fletchers results are due out shortly and this
will trigger media enquirles.

Requested Management to draw together information on
time, cost and quality in anticipation of a media release at
the third anniversary of the September event.

g ACTION

Management to prepare a media release, and
liaise with the Ministers office, ready for the
third anniversary of the September event
detailing the progress made and highlighting the
success stories of the CHRP.
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8ryan Dunne left the meeting at 12.05 pm

7. Strategic Asset Allocation Benchmark The Board:
Management: 3) Noted the contents of the Strategic Asset
Allocation {SAA) Benchmark paper.
¢ Noted that since the Canterbury event, the portfolio is b) Agreed to discontinue the SAA for the purpose
being aligned with liquidity requirements in order to settle of Board Reporting and manage funds to a
Canterbury. As a result the (SAA) benchmark of 80% Fixed projected cashflow for the next three years
Interest and 20% NZ Cash has not been adhered to. €) Agreed that Management should bring to the
September meeting projected cashflows and &
The Board: reporting mechanism to dearly identify to the
Board praogress against these.
®  Discussed whether the SAA is still a relevant benchmark and
agreed that this is no longer appropriate in light of the ACTION
earthquakes in Canterbury
® Noted agreement that this framework will cease to be ¢ Management to bring to the September meeting
applied until such a time as the Board decides to reinstate projected cashflows for the next three years
it. showing progress against these cashflows.
8. Ground improvement Trials update The Board:
Management: a) Noted the preliminary results of ground

Noted the key driver for these trials is to find a real world,
proven consentable, affordable technigue for land claims
settlement. A secondary benefit may be that, if the trials
are successful, a competitive land repair market may
develop, potentiaily lowering costs for al| parties and
avoiding the need to consider applying DoV to Category 8
settlements.

Noted that excellent relationships have been established
with the appropriate consenting parties including Housing
NZ, CERA etc. however the Christchurch City Council may
require further information and sustained contact so that
works can be consented and endorsed by the building
industry.

Noted that currently this giece of work is being led by DPMC
and EQC but ultimately this needs to be moved into MBIE.
Noted that a number of insurers have provided properties
to use as trial land but they are noncommittal when it
comes to agreement as to the methodology,

Noted that communications (media releases) will be
Implemented at the end of this year once there Is a proven,
consentable and approved methodology.

The Board:

Noted that the challenge will be the commercialisation of
this process once a technical solution is arrived at.

Sought clarification from Management as to the timing of
communications releases on this plece of work.

Provided endorsement for Management to contact DPMC
on an urgent basis by correspondence emphasising that this
trials process is accorded priority by the Board.

improvements tested in June.
b) Nomdﬂnoommancmmofﬂnseﬂt&sﬁng.
¢} Noted and agreed the commencement of a
collaborative land repair triaf with private
insurers, with resuits to be completad for
review by December 2013,

ACTION:

* Management to write to (DPMC) endorsing the
Board’s appetite to secure greater engagement
with the necessary cross government agendies,
consenting parties, insurers and ensuring
commercial pathways are considered as this is a
priority for the Board,

*  Management to ensure consistency on the
naming of the project “collaborative land repair
trial’ versus ‘ground improvement trial’ eic.
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Noted the Board will provide Management with al| of the
backing required as this is a matter of priority.

9, Crown Entitles Amendment Act 2013 The Board:
The Beard discussed and naoted the content of the paper. a) Noted the contents of the Crown Entities
Amendment Act paper.
YR
{304
Communications Tean) and |SHSEEEH [Y&R Advertising
Agency] joined the meeting ot 1.05pm.
10. Fix, Fasten, Don't Forget Campaign {presentation at meeting)

Management presented the new campaign for the Board's
information, noting that:

This campaign sits squarely in EQC's brief of preventing and
reducing damage through education.

For the past three years, the majority of EQC's customer
communications have been targeted ‘down south’,

EQC is confident that it can improve its reputation in
Canterbury and needs to have a different conversation with
New Zealand picking up on the lessons learned from
Canterbury.

This campaign is in the early development stage.

There is going to be a number of levels of engagement -
namely through televisian, websites, other media and
internally with staff.

Securing awareness and action in this preparedness space
from New Zealanders across the country is not an easy task.
This campaign will be demonstrated to Minister Brownlee
prior to release.

There is a key opportunity to engage with New Zeaianders,
particularly outside of Canterbury while earthquakes are
top of mind.

£QC is looking inta building partnerships with DIY retailers,

A copy of the presentation was distributed to the Board for their
further information.

The Board:

Communications Team) and/

Noted that there is an appetite to move the reputation of
EQC into a new space in terms of perception in the
Canterbury market and New Zealand as a whole,
Encouraged Management to investigate engagement with
Master Builders and Plumbers to assist in providing services
to homeowners.

H

Agency) left the meeting at 1.30 pm
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1L

General Business
The Board discussed the Majestic Centre Building Safety Report.

The Board reviewed the list of EQC suppliers to Identify potential
corfflicts of Interest noting they will advise the Board Executive
of any material interests.

The Chair of the Health and Safety Board Committee provided a
summary of the outcomes and key messages from the meeting.

The Chair

®  Advised the Board of his intertion to travel to Japan and to
attend an Institute of Directars course noting that 3 formal
request for approval will be distributed to the Board,

¢  Noted that both the new and existing members of the
Board should be accessing the Director training offered by
comu.

® Noted that the prepared Board Calendar for 2014 will be
drafted and distributed for consultation by the end of next
week,

¢  Proposed that a Board Strategy day Is held on the 10"
October and sought confirmation of the Board members’
availability,

*  Requested that Management provide a bullet point key
messages on the intranet the weaek following the board
meeting identifying key matters discussed and any
milestones met,

*  Requested that Management include Board Committee
updates as a standing item on future Board meeting
agendas,

The Chief Executive provided an update to the Board on the
appointments of Chief Finandal Officer and Chief Risk Officer.

The Board:

a)

b)

Accepted Management's assurance that EQC's
continued occupation of the Majestic Centre
remalns reasonable.

Ratifled confirmation of the Board approval and
authorisation delegated to the Chief Executive
for signing of the Agreement to Lease Level 1,
Unit 3, Barry Hogan Place, Christchurch
distributed by email dated 3 July 2013.
Ratlfied confirmation of the Boards agreement
to accept Management's assurance that EQC’s
occupation of the Majestic Centre continues to
bereasomh!einﬁ:emkeofﬂaetnoks{mlt
earthquakes noting such requests should be
endorsed by the CE.

ACTION:

Management to prepare the draft 2014 Board
meeting calendar and distribute to the Board
for consultation.

Board Executive to book venue and make
arrangemnents for Board Strategy Day for
Thursday 10 October.

Management to develop a mechanism for
delivering key messages from Board meetings
to staff.

Board Executive to include ‘Board Committee
Updates’ as a standing item In future Board
meeting agendas,

The next Board meeting will be on Friday 13 September 2013 in
Wellington.

The Meeting closed at 2,30 pm.

These minutes were approved by the Board as a true and
correct record.

M L Wevers Date

__Pagenois
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MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Willis Street, Wellington
Friday 13 September 2013 at 9.00am

Present: In attendance:
Sir M L Wevers (Chair) Bryan Dunne (Acting Chief Executive)
R J Black Bruce Emson (General Manager Customer Services) - part meeting
G M Smith Emma Hicks (Acting Chief Financial Officer) — part meeting
A CO’Connell Jane Thomassen {(Manager Risk & Assurance) — part meeting
T Burt Linda Smith (Chief Information Officer ) — part meeting
R Bell Service Delivery Manager) —part meeting
R (Senlor Policy Analyst) - part meeting
Apologies: 8(2)(all Chapman Tripp) - part meeting
K B Taylor - Minutes)

The meeting was declared open at 9.25am

AGENDA ITEM

1.

Present and Apologles

The Chair recorded apologies from Keith Taylor.

Alison O’Connell Indicated that claims have been lodged with
the Commission, as owner of a propertyjgige

The Board confirmed that there were no interests not otherwise
declared on any agenda items.

The Chair welcomed Alison O’Connell to her first Board meeting.

Minutes of Board Meeting of 16 August 2013

The Board considered the minutes, provided amendments and
agreed as to their accuracy.

The Board:

a) Subject to the amendments, approved and
confirmed the minutes of the meeting held 16
August 2013 as a true and accurate record.

Matters arising

The Board discussed the matters arising and agreed as to the
status of each item.

Management advised:

®  That the cost estimates provided to the Board (and
referred to in the CE Report) to review Nelson flood claims
to assess the effect of the change in approach for Section
19 have been confirmed by Customer Services as
reasonable.

The Board:

a) Noted the matters arising and agreed upon the
status of each item.

b) Confirmed approval for expenditure relating to
a series of EQCcalis to be undertaken in Japan
in September 2013 by the Chair, Sir Maarten
Wevers
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That the Hub Rationalisation update for the Minister has
yet to go to the Minister as it is awaiting an update on
some items at the Project Control Group on 30 September
2013,

ACTION

Management to send out to the Board the
‘costs’ of assessing Neison claims.
Management to re-open previously closed
action point per below and provide an update at
the next Board meeting.

“Management to initiate a discussion as to

how EQC’s Research and Education function

sits alongside other National Risk

Management and Risk Identification

processes specifically noting:

o Effective measures of our effectiveness
in the Research and Educatlon space,
particularly around GeoNet.

o  Analysis on the amount we have
invested being the correct amount and
in the right areas.

o  Analysis of how this funding links and
levers to other leadership and
management of National Infrastructure
and Resilience.”

Chief Executive Report

The report was taken as read. The Acting Chief Executive spoke
to the Report and:

Noted that nhon-disclosure agreements are in place with
three major insurers which should enable Category 8 land
trials to commence. The insurers are seeking an agreed
communications strategy, in alignment with EQC, to
ensure customers are provided with clear information.
Advised that a land repair steering group meeting is
scheduled for 19 September, with DPMC as chair, and this
will discuss the consenting process with the Christchurch
City Councii (CCC) for the implementation of settlement
for Category 8 land claims.

Provided an update on the engagement with the DPMC
whose four major work-streams include:

o Land and land issues

o  Multiunit buildings (complex claims)

o  Future insurability

o Data sharing.

Noted that an empirical basls for settling claims under
Category 9 using DoV has been established.

Noted that Management's preference is for the Board to
approve the seeking of a declaratory judgment on the
implementation of DoV.

Noted that discussions are in process with the CCC to
confirm the status of their insurance cover, if any.

Noted that the team addressing OlAs has been increased
from 4 people to 20 people, however, while the inflow is
being managed, the issue with how to address the ‘stock’
or backlog.

The Board

a) Noted the contents of the Chief Executive's

Report.

ACTION:

Management to bring to the next meeting an
update on meeting and progress made with the
DPMC.

Management to previde an update to the Board
on the OIA situation at the October Board
Meeting.
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Noted that a new OIA manager has been seconded from
IRD but as this role has just been filled, a report is unable
to be presented at this meeting,

Noted that Management had sought to withdraw the
Claims Centre options paper induded in the Board pack
(item 8) and that after discussion with the Chair it was
agreed that is for noting only as further consultation within
the buslness Is required prior to the Board confirming the
recommendations.

Noted the litigation update and Management’s view that
at a future date, EQC will need to enforce their rights
under the Earthquake Commission Act 1993 {d 7(3) of
Schedule 3) which puts the onus on the customer to
provide documentation and proof of their claim, This
provision is not currently enforced.

The Board:

Noted that alignment with key decislon makers (DPMC,
Insurers, CCC) is crucial to ensure that the settlement of
Category 8 land claims, once developed, is timely and able
to be operationalised.

Noted that the s 19 communications strategy Is an
opportunity to explain to the customers affected (Port
Hitls) the volume of work and legal input that has been
required to establish a settlement process for these
properties.

Advised Management that the Board is seeking an update
and strategy to address with OlAs at the next meeting.
Noted the update on the customers identified as
vulnerable showing that these customers are being moved
through the CHRP on a priority basis.

The Chair provided updates on:

The meeting with the Office of the Auditor-General noting
that a copy of the final draft report will be released to
Management prior to its formal release.

The meeting with the CE and the Attorney-General and
Solicitor General noting that a Protocol has now been
implemented providing Crown Law support,

Briice Emson joined the meeting at 10.13 am

41,

Business Performance Report {BPR)

The Board:

Sought clarity as to Management’s plan for re-deployment
of staff whose roles are winding up as areas of the project
are completed (i.e. contents clalms team).

Advised that the Board Is prepared to assist and engage
with Fletchers, as required by Management, to assist in the
implementation of the exit strategy.

Discussed the Board Strategy Day to be held on Thursday
10 October noting some of the key discussion points will
be:

The Board

2) Noted the contents of the Business
Performance Report.

b) Noted that the Board had previously agreed to
delegate power to act to the Chair and one
other Board member to enter Leases and Deeds
up to a quantum of $250,000 per Lease.

c) Agreed and approved, in principle, and subject
to the Acting CE's advice the signing of the lease
requlred for the additional property to establish
the Hub in Blenheim Road,
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o  Where are we going over the next 6, 12 and 18 ACTION
months
o  Exit strategy from Canterbury s Management to brief the Board at the October
o  Review of the legislation meeting as to staff engagement strategies
o Shape of the new organisation relating to the ‘wind down’ of some aspects of
Claims processing for Canterbury.
Management: ¢ Management to explore the need for the
services of a Community Liaison person for
»  Noted that the Hamilton office should be retained as an Seddon.
EQC office (processing centre) even as Canterpury is e Management to continue working on the
‘wound up', Fletcher exit strategy and keep the Board
¢  Noted that the workforce planning module has been informed as to progress and any input required
developed to ensure quaiified and trained staff are re- from the Board.

deployed into other areas of the business.
¢  Noted that key stakeholders have been contacted
regarding the hub rationalisation implementation.
»  Provided a brief overview of the relationshin with
Fletchers

® Noted that the way forward with Fietchers may be to:

o  Explore options for an incentive structure
{recognizing that consideration would need to be
given to any impact on the tax payer and ILVR).

Noted that EQC may be liable for asbestos exposures

caused by EQR work in customer homes.

e  Provided an overview of the progress for the Cook Strait
event,

¢  Provided a briefing of a public meeting attended in Ward
{Marlborough) to discuss the Cook Strait events.

*  Advised that as a result of the Hub Rationalisation Strategy
a facility in Blenheim Road is required to be leased and
sought approval from the Board to commit to signing this
(ease.

e  Advised that the Acting Chief Executive was awaiting the
results of legal review of the documents provided in
relation to the lease proposal.

e  Provided an update to the Board on appointments for the
CRO and CFO roles available.

e  Noted the Board’s request to secure the services of a
contractor in Seddon to assist in the facilitation of claims
settlement.

Health and Safety Report The Board

Management and the Board discussed the Health and Safety a) Noted the contents of the Health and Safety
report: Report.

Noting the areas where ongoing focus needs to continue
&  Noting that an improved Management response to the 16
August event was evident when compared with the
response to the July Cook Strait event.
¢  Noted that the Safe Canterbury Rebuild initiative is now
funded and Management has a presence on the sub-
committee,

Bruce Emson left the meeting at 11.36 am.

Page d of 11




IN CONFIDENCE

5
Released under the Official InformaticmoketsOMETONTENTS OF THESE MINUTES

ARE SUBJECT TO LEGAL PRIVILEGE,

4.3.

Section 19 Communications Strategy

The Board provided feedback noting that it presents a
‘defensive’ view and requires review prior to finalisation.

The Board

a) Noted the contents of the Section 19
Communlcations Strategy.

b} Requested Management to review the
Communications Strategy before finalisation.

Additional Bank Account required

Management provided the Board with forms for completion to
open a new account for readiness of collection of excess.

The Board:

a} Agreed to open one new ANZ bank account In
readiness for the coliection of excesses on
managed repairs and recovery of payments.

b) Agreed and approved that the Chair and the
Chair of the ARC Committee sign the
Instkutional Account opening form.

4.5.

Cook Stralt Event ~ Field Office Lease

A copy of the documentation previously distributed to the Board
was confirmed and the decision ratified for the minutes.

The Board:

a) Confirmed the Board’s prior agreement to
delegate the power to act In relation to leases
and deeds up to a value of $250,000 per lease
to the Chair and one other Board Member.

b) Noted that the [ease for 37 Marsden Street,
Lower Hutt was executed per the above power

to act on Friday 30 August 2013.
Emma Hicks joined the meeting at 11.44am
5. 2013 Financlal Statements The Board:
Management provided a brief overview of the content of the @) Noted receipt of the Letter of Representation
paper and : from Management.
b} Noted the 2013 Financlal Statements.
¢ Noted that there are no significant changes to the financial ¢) Approved and agreed to delegate the signing of
statements since the ARC approved these at the 27 August the 2013 Financial Statements to the Chairand
meeting, Chair of ARC prior to 30 September 2013,
e Distributed a copy of the updated cashflow forecast as d} Approved and agreed to delegate the signing of
referred to this paper. a copy of the Board Letter of Representation to
Deloitte by the Chair and Chalr of ARC.
6. Board Committee Updates The Board

The Chair of the Audit and Risk committee provided an update
of key issues arising from the ARC meeting held on 27 August
noting that the committee members will convene prior to each
Board meeting to discuss key risks.

The Chair distributed a paper noting the revised membership of
the ARC.

a) Agreed to the appointment of Dr Alison
O'Connell to the ARC, effective 14 September
2013,

b} Agreed that Trevor Burt’s term on the ARC will
conckide on 13 September 2013,

c) Confirmed that Keith Taylor remains on the
ARC

d) Confirmed that Gordon Smith remain as Chair,

€) Noted that the Chair of the Board will remain
an ex officio member of the ARC.

[mteasiee.

Linda Smith and _joined the meeting at 11.57am.
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IT Road Map and Information Systems Strategic Plan {ISSP)
Management:

s Noted that GCIO have been given a central role in
overseeing IT assurance for the Crown.

e Advised that the focus of the plan is to shift to a principles
based model to allow the business flexibility to work with
changing demands.

Discussed the key risks and success factors

¢ Noted the systems most critical to the business have been
identified and a work-stream proposed with key tasks and
deliverables. This Is included as the IT Roadmap.

e Sought from the Board the level of their engagement and
axpectation of reporting required on this ISSP.

The Board:

e Noted the challenges faced in the IT systems environment
and that this is both a critical component of the operation
and a high priotity for the Board with a particular focus on:

©  System stability

o Management of load

o Delivery

o  Scope for current business needs
o  Transition to future requirements

» Noted that the strategic plan has now moved into a
business led environment rather than IT led which provides
the Board with more comfort that there is integration
across the organisation.

» Noted that engagement with external parties and oversight
governance is crucial to ensure we have good assurance,
strategic alignment, suiting business needs and future
proofing, scalability etc.

¢ Indicated that a quarterly update and review of the
strategic plan should be brought to the board at a high
level.

¢ Noted the independent quality assurance function is critical
and that an external audit of this plan will provide a level of
comfort to the Board in terms of their accountability.

¢ Sought assurance from Management that in the event of a
situation where the Majestic Centre needs to be evacuated
for any reason in short order that there Is a strong plan in
place to mitigate the impact on operations of this
evacuation.

¢ Noted that this strategy should be owned by ELT and that
the Board holds the CE to account for deliverability,

¢ Thanked the team involved for thelr contribution.

The Board:

a) Noted the Information Systems Strategic Plan
for EQCwhich has been approved by the
Executive Leadership Team.

b) Endorsed the five strategic principles that will
gulde the development of the EQC Information
Systems environment.

¢} Agreed that a quarterly update and high level
review of progress against the strategic plan
shouid be brought to the board

ACTION

¢ Management to bring a quarterly update and
review of the ISSP to the Board.

Page 6 of 11




IN CONFIDENCE

7 )
NOTE:SOME-CONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILFGE.
8. Caims Centre: Options Analysis The Board:
Management: a) Notedthe Claims Management System options
analysis paper.
e  Advised that the paper had not been subject to full
consultation across the business and therefore the Board
should simply note that Management will seek from the
Board at a future meeting, likely to be the October meeting,
a decision to investigate options to maintain, upgrade or
replace the current Ciaims Management System {CVS):
The Board:
® Noted that once the CMS assessment has been
implemented, the Board's focus will be on the risks,
including implementation risk and that this may require
external partles’ input at a governance or oversight level,
¢  Sought clarification as to whether EQC can move to a more
customer based model to deal with the difficult daims
(MUBs etc) so they have one claims manager from
beginning to end.
Linda Smith and _ left the meeting at 12.24pm.
9, Review of EQC Act The Board:
The Board @) Noted the contents of the EQC Act Review
Progress update paper.
e  Discussed and noted the content of the paper noting a b) Reviewed and Confirmed membership of the
concern that while EQC walts for the review of the Act to be Board sub-group.
finalised, decisions are being deferred. c) Agreed that Roger Bell and Alison O’Connell be

¢ Discussed the membership of the EQC Act Review sub-
group.

e Agreed that the sub-group would not be a formal sub-
committee of the Board but would act as an advisory group.

Management

e Advised that EQC Is operating under the current Act and the
Board’s decisions with respect to the interpretation of the
Act.

e Noted that the draft Discussion document is yet to be
finalised and submitted to Ministers for discussion,

®  Sought the Board’s input Into the membership of the Board
Review sub-committee,

appointed to the EQC Review sub-group and
that Keith Taylor be appolnted as Chalr,
together with the Chalr of the Board {ex-
offklo).
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o2)(a)
hN
_ entered the meeting ot 12.40pm.
10, Category 9 Land Settiement Pilot The Board: B
Management: a) Approved the use of DoV as a settlement tool
for Category 9 land damage.

s Distributed a presentation to provide the Board the basis h) Agreed that Management move to
of DoV, the key aspects of the Category 9 pilot, the operationalise Category 9 land settiement.
settlement principles, and legal strategy. ¢} Agreed that the Category 9 land damage

e Noted that the normal ‘measure of toss’ in terms of threshold be amended to refiect the
insurance is the cost of repair, excepting in situations recommendations from Tonkin & Taylor—
where repair is not possible or the cost of repair is o The flood depth for a property has
disproportionate to the loss suffered. Noted that increased by 100mm or more for a single
diminution of value is a recognised insurance concept. earthquake event.

+ Discussed and advised the Board of the benefits of o The property has suffered a cumuiative
achieving certainty on the application of DoV in the Courts increase in flood depth greater than
on EQC’s terms and noted that there were a number of 200mm between September 2010 and
options in regard to finding an opposing party — including December 2011.
the use of a Court appointed ‘amicus’. Proposed o The property has suffered observable land
amendments to the Category 9 land damage thresholds damage.
based on recommendations from Tonkin &Taylor and d} Dealegated to Management the ability to make
learnings from the Pilot. minor changes, as required, to the thresholds

and DoV methodology to support the
The Board: successful operationalisation of Category 9 land
settlement.

» Noted that securing a declaratory judgment will assist in e} Confirmed that the Board, subject to the advice
providing clarity and mitigate or minimise challenge in the of Crown Law, wishes Management to pursue a
Courts. declaratory judgment to support Category 9

s  Noted that, in this decision, Management needs to land damage and the use of DoV.
consider the expectation of the claimants as to their
entitiement.

¢ Noted that an effective communications strategy was
crucial.

!_912_)_@) _ left the meeting at 1.37 pm
The meeting broke for iunch at 1.40 pm.
The meeting reconvened at 2.05 pm
Jone Thomassen joined the meeting at 2.10pm.
11. Statement of Service Performance (SSP) The Board:
Management: a) Noted the contents of this paper and the draft
SSP for the 2012-13 financial year.

¢ Noted that the commentary on the Customer Service b) Approved the inclusion of the SSP in the Annual
output point 2 needs to be amended. Report, subject to changes agreed as a result of

e Noted that CHE for the previous year was 13.5% however the completion of the audit process.
the figure of 10% as a target is over the life of the project. | €] Delegated authority to the Chair to approve

material changes made to the SSP following
The Board: completion of the audit.
*  Sought clarity on the commentary accompanying the ACTION:

Customer Service output performance measure
“Compliance with building regulations on first post repairs
inspection” — Target 100%.

Management to provide to the Board for the
next Statement of Intent a series of measures
and targets for a robust discussion prior to the
first draft.
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®  Sought clarity on the CHE figures which is 10% - target not
achieved.

®  Discussed the performance measure “Premium collection
costs as a percentage of premium collected” (page 10) and
whether this should be reviewed in future given the
collection mechanism.

Risk Evaluation and Management Matrix The Board:
The Chair of ARC a) Noted the contents of the paper.
*  Noted that from the ARC perspective there was significant b) Approved the proposed changes to the Risk

debate and they are confident to bring this Matrix to the
Board for their approval.

Management:
¢ Noted the key difference in the newly revised Matrix is
that It ensures that the Board is consulted and provided

comfort on the critical risks that require the focus of
Management.

The Board:

¢ Recommended that Management run the Statement of
Intent across the Risk Matrix to ensure coheslon.

Evaluation and Management Matrix (Risk
Matrix).

Catastrophe Response Plan (CRP) The Board:
The Chair of the ARC @) Noted this report and the current status of
EQC's Catastrophe Response Programme.
»  Expressed concemns that the CRP indicates a confirmation | b) Discussed and Acknowledged progress made to

date of March 2014 and sought assurance from
Management as to what plans are in place to address an
event should this occur before March 2014,

Management:

®  Provided a summary of the components of the CRP noting
a number of plans operate within this plan depending on
the type of event or incident.

e  Advised that penetration testing occurs on a regular basis
to test systems against unauthorkzed external access,

o  Confirmed engagement with the GCIO in the security of
data,

o  Noted that Business Impact Analysis is currently underway
with critical business units having their Business Continuity
Plan (BCP) drafted by close of 2013.

® Noted that the timeline for the finalisation date for March
2013 is to ensure that the continuity testing will be
undertaken.

e Provided assurance that EQC is in 2 more robust position
to deal with an ‘incident’ in an event, particularly should
the Wellington office be unable to be occupied.

c)

d)

)

address areas where risk controls are not
effective and the risk treatments underway,
Noted further updates will be provided by
Management to the Audit & Risk Committee at
the new monthly pre-Board meetings.
Welcomed the renewed attention by the Risk
and Assurance team to the issues raised sround
Business continuity.

Encouraged Management to implement the
Business Continuity Plan sooner rather than
later.

ACTION:

Management to implement the Business
Continuity Plan sconer rather than later and
secure additional resource, in keeping with EQC
staff policies to accelerate this process.
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The Board:

e Noted that one of the core risks that needs to be considered
is ‘hacking” and requested confirmation from Management
as to the process in place to prevent or mitigate this.

*  Sought clarity as to the current situation given these plans
are not to be finalised and implemented until March 2014.

e Encouraged Management to implement the Business
Continuity Plan sooner rather than later and advised thatif
additional resource was required to accelerate this process
this should be sought in keeping with EQC staffing policy.

Ma)

The Chair

e Confirmed the Board Strategy Day to take place on @(Zl(gli

Thursday 10 October. This will be facilitated by

1t has been agreed that members of

Executive ieadership Team and other key staff should be in

attendance.

» Noted that the next HSBC meeting is in Christchurch in
October and that dates for 2014 are yet to be confirmed.

The Board

e  Sought clarity from Management as to the process
undertaken to provide independent examination of certain
allegations set out in the EQC Truths blog.

14, Risk Assessment The Board:
Management: a) Noted the changes made with respect to risk
identification and assessment as part of the
« Spoke to the Residual Risk Assessment tool which has been ongoing maturity of EQC’s Risk Management
created and implemented as a result of the requirement Framework.
that EQC’s risks needed to be more clearly aligned with its | b) Discussed and Approved Management’s
strategic and operational objectives together with greater assessment of EQC’s key risks to achieving its
consistency as to how the risks are assessed and managed. strategic objectives.
€) Noted that the Audit & Risk Committee have
agreed to meet monthly prior to each Board
meeting {commencing in October).There is an
expectation that Management will provide
assurance on the level of commitment that Is
being applied to ensure that these risks are
being addressed, noting that there hasto be a
practical and demonstrable action to assure and
ensure that the organisation views these risks
as key,
Jane Thomassen left the meeting at 2.57pm.
15, General Business T

ACTION:

¢ Management to bring to the October meeting
details of the process followed to address the
allegations raised on the EQC Truths blog.
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The next Board meeting will be on Friday 11 October 2013 in
Wellington.

The Meeting closed at 3.15pm.

These minutes were approved by the Board as a true and
correct record.

M L Wevers Date
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EQC

HARTHRQUANE COMMISSION
Kedsona Rfwhenua

MINUTES OF THE MEETING OF
THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Wlllis Street, Wellington
Friday 11 October 2013 at 9.00 am

Present: in attendance:

Sir ML Wevers {Chair) | Simpson (Chief Executive) - part meeting

R J Black B Dunne (General Manager Strategy, Policy and Legal) - part meeting
G M Smith B Emson (General Manager Customer Services) - part meeting

K B Taylor € Hicks (Chief Financial Officer) - part meeting

R Bell H Cowan (General Manager Reinsurance, Research & Education) - part
A O’Connell meeting

R Smith (Manager Science and Education) - part meeting

Apologies: B {Public Education & Design Manager ) — part meeting
T Burt E(Z)(a ) (Communication Channels Manager) - part meeting
{Senior Advisor Internal Engagement) - part meeting
Minutes) - part meeting
AGENDA ITEM
Board Meeting

The Board Meeting was declared open at 9.40 am,

The Board requested g brief session without Management

present, T

lan Simpson ancl_leﬁ the meeting at 9.45am.

lan Simpson and _re-joined the meeting at

10.00am.

P2)(a)
2. Present and Apologies The Board:

The Chair recorded an apology from Trevor Burt. a) Agreed {in addltion to updstes to the
Delegations Framework under Agenda Item 12)

Roger Bell disclosed his interest relating to his professional to provide the Chair and the Chair of ARC

relationship with the Chair of the Board of Fujl Xerox and agreed {where necessary) with authority to approve

not to participate in the discusslon or declsion under Agenda the execution of contract variations bythe

item 12, Chlef Executive, where the whola-of-Iife value
of the contract exceeds the delegation of the

Sir Maarten disclosed to the Board that he had been appointed Chief Executive. The Board agreed that all such

to the Primary Growth Partnership Advisory Panel and as variations must be reported to the following

Reglstrar of Pecuniary Interests of Members of Parliament. Board meeting for ratification.

Board members confirmed that they had no interests not
otherwise disclosed that related to any of the agenda items with
the exception of Keith Taylor who reminded the Chair of his
shareholding in KPIT in reference to the verbal update noted on
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page 4 of the CE Report “Update on Property matters”.

The Board agreed to remove paper 9 “Delegations to EQC
Representatives” as this will be incorporated and covered in
paper 11 “Delegations Framework update”.

The Board considered and approved the Fuji Xerox variation and
discussed how similar variations could be most efficiently
approved under the Delegated Financial Authorities (DFA). The
DFA requires variations to contracts that have a whole of life
cost of over $2m to be approved by the Board, although the
Chair has authority to increase the Chief Executive’s delegation
to $5m. The Board discussed the approach of increasing the
Chief Executive’s delegation to approve variations to contracts,
provided the approval of the Chair was first obtained and the
Board ratified the variation.

Yhe Board acknowledged the CE’s advice that both Management
and the Board Committee (the Health and Safety Board
Committee (HSBC)) have an improved view and focus on
potential Health and Safety issues, noting significant work has
been undertaken. Management provided assurances that
processes are in place to manage threat responses to staff.

The Board agreed that a visit to Manpower House staff should
be arranged prior to the December Board meeting.

Minutes of Board Meeting of 13 September 2013. '

The Board considered the minutes and agreed as to their
accuracy.,

The Board:

a) Approved and confirmed the minutes of the
meeting held 13 September 2013 as a true and
accurate record,

Matters arising

The Chair:
¢ Sought an update from Management on the EQC Act
Review.

The Board:

+ Noted that Management briefed the Board providing
confirmation that the allegations referred to on the EQC
Truths Blog have been both internally and externally
reviewed, particularly the nepotism accusations.

The CE:
o Advised that the OIA paper that was prepared for the
Board was not sufficiently robust and Management
intends to speak to this further as part of the CE Report.

The Board:

a) Noted the matters arising and agreed upon the
status of each item.

b} Noted that the Board had a particular interest
in the Review of the EQC Act leading to an
enhanced EQC regime that would be effective
and able to be operationalised.

ACTION

o Management to keep the EQC Review Act sub-
group appraised of any development including in
relation to the expected constiltation on the
draft Discussion document.

s Board Executive to move the closed actions
items from the register.

Board Strategy Day debrief

The Chair discussed the Board Strategy day and advised
Management of the Board's endorsement of the constructive
and valuable discussions that were undertaken.

The CE advised that the Management team had expressed their

ACTION: I
9(2)(a);
* Board Executive and [EEERSREE to distribute to
the Board by email a copy of the Board Strategy
meeting notes for consultation and finalisation
at the November Board meeting.

¢ Management to bring to the December meeting |
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satisfaction with the interaction and dlarity provided on the
Board’s expectations.

The Chief Executive:

* Noted that Management s seeking to begin to define the
‘exit strategy’ from Canberbury and what the word
‘finished” means. In line with the new structure of ELT and
a focused sub-group on the Future of EQC, this strategy
will begin to take shape.

The Chair:
* Distributed a copy of the Enduring Letter of Expectations
dated July 2012 to the Board for their information.
® Noted that the dashboard report that went to the Minister
contained a number of typographical errors and requested
that Management ensure that these are addressed.

a paper outlining a whole organisation strategy
to completion of claims in Canterbury.

Bruce Emson, Emma Hicks and Bryan Dunne Jjoined the meeting
at 10.33am

6.

Chief Executive Report

The report was taken as read. The CE spoke to the Report

noting that:

®  Analysis work has commenced on claims for the December
2011 Nelson event as a means to obtaln information on
the impact of the change in the Interpretation of Sectlon
19 of the EQC Act. The results of this analysls will be
brought to the November Board meeting.

*  The revised Office of the Auditor-General (OAG) Report
has been received.

®  Aresponse letter will be drafted at the conclusion of
today’s meeting in order to provide further feedback to
the OAG,

¢  Management has sought and received an extension from
the Ombudsman to submit EQC’s response to the
Ombudsman’s report on management of information
requests.

Management:

¢ Noted that engagement with DPMC has been around land
at a technical and governance level.

o  Discussed the OIA situation noting that In order to resoive
the backlog by Christmas, a further 76 staff would be
required to be recruited, trained and housed in the next
four weeks. This course of action has proved not to be a
tenable solution, despite Management's best efforts to
achieve it

®  Noted that the intention is to ensure that the current team
is focused on the inflow of current OlAs to ensure they
meet all statutory parameters. A second team is being
employed to deal with the backlog, however the timing of
this is yet to be determined.

©  Advised the Board of the current situation with the Lease
for Level 23 of the Majestic Centre.

The Board

a)

b)

Noted the contents of the Chief Executive’s
Report.

The Board agreed that if, as part of current
negotiations on the occupancy of EQC's
Mafestk Centre premises, Management
requires approval to execute 8 new Lease, then
the new Lease can be distributed by emall to
the Board for approval cutside of the normal
maeting cycle. Trevor Burt and Kelth Taylor
should be excluded from this emall, as they are
shareholders in Kiwi Income Property Trust
(KIPT), the Majestic Centre landlord.

ACTION

Management to bring to the November Board

meeting the results of the 011
Nelson analysis. ig( 2)(a)]

Management (the CE to ask i to bring
back to the Board the full collateral that goes
out to customers from Claim Centre so that the
Board can review whether it is understandable
and in plain English.

Management to bring an OIA process and
associated communications strategy package to
the November meeting with a clear plan on how
to address the issues,

Management to distribute by circulation
{excluding Keith Taylor and Trevor Burt) the
paper seeking permission o enter into a new
Lease, if required, prior to the November Board
meeting,
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The Board:

Discussed the Business Continuity Management Plan,
noting that testing across some areas of the operation has
been undertaken on a server transfer in the event of a
main system failure however the entire system has not
been shut down as there is a high risk associated with this.
Discussed the Ombudsman’s report, noting that the
timelines indicated are unreasonable.

Discussed the communications that come from CMS to the
customer. The Board wants to identify any improvements
that may mitigate the lack of darity in these
communications. Lack of clarity may result in the
customer making an OIA request.

Sought clarity as to Management’s approach to deaf with
the new OlAs instead of the old OlAs.

6.1.

Business Performance Report {BPR}

The Board:

Discussed the Summary of Major results seeking
clarification on the CHE figures as a percentage versus
dollar figure.

Sought clarity as to why contents settlement figures
decreased significantly in September 2013 and were
advised that this is as a result of this team of staff being re-
deployed to work on Cook Strait claims,

Management:

Noted that the figure 81,604 properties referred to in the
EQR Properties repaired will be further refined as the data
is cleansed.

Noted that previously the Board has requested that the
CHE is reflected as a dollar figure ($1.2b) which is more
meaningful for the Board reporting as the denominator
decreases,

Provided an update on the current status of the Cook
Strait claims, noting that the majority of claims will be
declines and that a number of multi-unit claims have also
been received.

Advised that assessments are on track for meeting the six
month target with the only caveat relating to the already
high staff attrition rate. EQC’s settlement obligation is
within 12 months of the amount of damage being “duly
determined”. Further information will be provided to the
Board as to how Management is meeting this obligation.

The Board

a) Noted the contents of the Business
Performance Report.

ACTION

e Management to bring to the November Board
meeting an update on the progress of
assessment and settlement of claims for the
Cook Strait events.
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6.2.

Health and Safety Report

Management and the Board discussed the Health and Safety

report:

¢ Noting that Asbestos remains EQC’s key risk and that in
the initlal stages of the Canterbury response (repairs to the
first 16,000 houses approximately) EQC relied on the
contractors to comply with existing legislation (as per their
trade qualification requirements). Subsequently EQC has
undertaken a more proactive approach as to how
contractors deal with asbestos, noting that EQC and
Fletchers must operate under current legislative
requirements.

®  Noting that EQC is following MBIE guldelines and good
systems are in place.

®  Noting that when the Board members undertake their
safety visits, they should ask the question as to whether
asbestos has been identified on the site,

Management advised the Board of the processes that are in
place to deal with any threats to staff,

The Board

a) Noted the contents of the Health and Safety
Report.

7.

Board Committee updates

The Chair of the HSBC advised that Roger Bell has agreed to be
appointed to the HSBC until such a time as new Board members
are appointed.

Agreed that at the next meeting HSBC will undertake site safety
visits and also go to the new Christchurch Hub.

The Chair of the ARC provided an update on the 30 minute
meating which took place prior to the Board meeting, advising
that this will ensure the members of the committee can focus on
the key risks and that Management is providing the correct
attentlon to these.

The Board

a) Agreed to the appointment of Roger Bell to the
HSBC.

b) Agreed that Trevor Burt’s term of the HSBC will
conclude on 31 December 2013.

<€) Confirmed Russell Black as Chair of the HSBC,

ACTION
¢ Management to arrange for site safety vislts and

a visit to the new Christchurch Hub for the
afternoon of 5 November 2013 for the HSBC,

Settlement of Multi-unit buildings

Management:

®  Advised that they are seeking an agreed approach with
private insurers to enable settlement and/or repalir of
these properties and that therefore the Board should
simply note the current approach adopted by
Management

*  Provided the Board with a summary of the determinations
around MuB's, noting how these properties have been
identified and outlining the key issues faced with private
insurers.

¢  Advised that where possible EQCIs progressing with
repairs and settlement,

e  Noted that and his team have done an
excellent job in getting this issue understood and
addressed.

The Board

a) Noted that EQC has identified the type and
ntum af Muhlti-unit Buildi

b}

) Noted the current approach to settiement that
Management has adopted,

d} Notedthe efforts of Barry Searle and his team
in progressing this piece of work and asked
Management to pass on their appreciation.
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The Board:

e  Advised that they are prepared to support Management in
any way required to assist in facilitating this process to
completion,

8ruce Emson and Bryan Dunne departed the meeting at
12.23pm.

Hugh Cowan and Richard Smith entered the meeting at 12.25pm

Research Education Sirategy

Maznagement provided a brief overview of the content of the

paper:

¢ Noting the further development and implementation of
the Research and Education Strategy which the Board
approved in February 2013.

e Noting that MINERVA is a loss modeling tool that assesses
the quake risk as a technical basis for underwriters in the
Insurance market.

e  Noting EQC’s financial investment across various areas of
Research and Education.

+  Noting that EQC participates in a national dialogue about
hazard risks issues with various social science groups and
natural hazard groups.

e  Noting EQC’s recent sponsorship with Victoria University,
which Is the first of its kind in terms of co-sponsorship with
the Ministry Primary of Industries. This is a positive sign.

e  Noting that EQC is recognised by other participant as a
serious player in the Research and Education space
specifically focusing on Natural Risks and Hazard
management.

The Board:

¢  Emphasised that EQC has an important leadership role in
promoting community wide natural hazard risk assessment
and mitigation, and that, as the current focus on the
Canterbury earthquakes subsides in coming years, the
research and education role will gain importance.

e  Sought confirmation from Management that, in terms of
the national view on Risk Management, EQC is
participating at the appropriate level, aligned with
appropriate organisations, and is investing at the right
level,

»  Expressed an appetite for the Board to be presented with
a paper exploring options as to where EQE, in the context
of its role above, can add or generate value across
government as well as in the private sector,

e  Noted that the Board welcomes updates on this en a
regular hasis as this is a core component of EQC's
responsibilities.

n i+ e e YO T e

The Board:

a) Noted the Research and Education portfolio
themes and new initiatives.

ACTION:

o Board Executive to provide to the new Board
members a copy of the Geonet Strategic review
document,

¢ Management to identify opportunities for the
Board to engage with the Board of GNS and
other strategic research and hazard risk
stakeholders.

Hugh Cowan and Richard Smith ieft the meeting at 12.53pm

Page 6 of 8




IN CONFIDENCE

NOTE:SOME-CONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILEGE.

10. Cashfiow Projection The Board:
The Board discussed and noted the content of the paper. a} Noted the contents of the Cashflow projection
paper.
Management provided a brief overview of the content of the
paper,
The Board:
®  Advised that it is happy the current position, as funds need
to remain liquid.
11, Delegations Framework update The Board:
Management provided a brief overview of the content of the a) Noted the $40k of capital expenditure from the
paper. contestable pool has been allocated in the past
quarter.
The Board discussed and noted the content of the paper. b) Approved the updates to the Delegations
Framework.
12, FuJi Xerox Contract varlation The Board:
Roger Bell did not participate in the discussion or the a) Notedthe contents of the Fujt Xerox contract
agreement, Variations 5 and 6.
b} Agreedto approve the Fuji Xerox contract
Management provided 2 brief overview of the content of the Variations 5 and 6.
paper.
13. General Business ACTION:

The Board discussed the monthly report to the Minister and
identified a number of figures that were not consistent within

the report.

Sir Maarten tabled:

®  Adocument from Treasury detailing the COMU external
governance review and advising that Board members may
be contacted to participate in this review.

¢ Acopy of the email distributed to Board members
regarding the information for private insurers related to
EQC land policies, noting that no feedback from Board
members had been received,

® Management to bring back either an apology or
an explanation as to why the figures in the
Dashboard were different,

®  Management to deal with the issue of possible
recapitalisation which should be discussed with
Treasury as suitable circumstances arise.

The meeting broke for lunch at 1.10pm and resumed at 1,30pm.

oY)

{Communications team) joined the meeting at 1.33pm to
present to the Board the Fix, Fasten, Don‘t Forget advertising
presentation.

The Communications team left the meeting at 2.00pm.

The Chair provided a brief summary and shared photos of his
recent trip to Japan, particularly Sendai.
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The Board discussed the need to consider recapitalisation of the
EQC Natural Disaster Fund by the Crown and agreed that this
matter should to be addressed in relation to the review of the
EQC Act.

The Board agreed that the focus is for EQC to acquit itself in a
strategic role in New Zealand and do this more effectively.

The next Board meeting will be on Thursday 14 November 2013
in Christchurch.

The Meeting dosed at 3.00 pm.

These minutes were approved by the Board as a true and
correct record.

M L. Wevers e Date
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EARTRQUAKS COSIMINION

Knihano RGwhemua

MINUTES OF THE MEETING OF

THE BOARD OF THE EARTHQUAKE COMMISSION

Held in the Pukeko Room
53 Princess Street, Cluistchurch

Thursday 14 November 2013 at 9.00am

In attendance:

Present:
Sir M L Wevers (Chair) lan Simpson (Chief Executive)
R J Black Bryan Dunne (General Manager Strategy Policy and Legal) — part
G M Smith meeting
A CO'Connell Bruce Emson (General Manager Customer Services) - part meeting
T Burt Gail Kettle {National Claims Manager) - part meeting
R Bell Reid Stiven (Manager CHRP) — part meeting
K8 Taylor Zac Berry (Land Manager ) ~ part meeting
Investigations Maneger) — part meeting
Apolagies: Field Operations Manager) — part meeting
{Business Service Manager) — part meeting
rber (General Manager, Stakeholder Engagement and
Reputation} — part meeting
(Media Manager) ~ part meeting
-(Minutes) ~ part meeting
The meeting was declared open at 9.00 am. The Board requested a private session with the Chief Executive. The Minute secretarﬂ
left the meeting,

The Minute secretary returned to the meeting at 9,30 am

AGENDA ITEM

1.

Audit and Risk Committee pre-Board session

2,

Present and Apologies

There were no apologies to record.

The Board confirmed that there were no interests not otherwise

detlared on any agenda items.

Minutes of Board Meeting of 11 October 2013
The Board considered the minutes, provided amendments and a) Confirmed the minutes of the meeting held

agreed as to their accuracy.

Amendments:
* Page1, Part 2, paragraph 2 replace wording from offer to take the informal lead on behalf of the
“Directorship on the Board” to *professional working Board and work with Management on the levy
relationship with the Chair of the Board®, setting and recapitalisation papers,

¢ Page 2, Part 5, Action Point 2 replace ‘exit Canterbury’
with “a whole of organisation strategy to completion of

claims in Canterbury”

The Board:

October 2013 (as amended)as a true and
accurate record.
b) Accepted Kelth Taylor and Alison O'Connell’s
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o Page 3, Part 6, bullet point 2 delete the bullet point
from “....and while this revised version.....are satisfied”

o Page 4, 1% bullet point “noting that testing....system
failure, however the entire system has not been shut
down as there is high risk associated with this”

® Page 6, Part 9, Action bullet point 3, move to 13
"General Business”...."Management to deal with the
Issue....as suitable circumstances arise”

ACTION:

Management to recommence the modeling
works relating to the levy setting ancd
recapitalisation of the fund. A copy stiould be
provided to K Taylor and A O'Connell.
Management to bring a recapitalisation paper to
the Board in 2014.

The report was taken as read. The Chief Executive spoke to the

Report and:

e Noted the key focus for this Board meeting was the Plan
for 2014 and the presentation from the Customer Services
Leadership team at this mesting.

&, | Wiatéers arising ACTION
e Management to invite Canterbury DHB
The Board discussed the matters arising and agreed as to the (including Mental Health Services) staff and
status of each item. ather relevant parties to the Board meeting in
Christchurch in February.
The Chair provided a brief summary of his recent meeting with e Management to develop a proposal for Board
the Minister, The Hon. Gerry Brownlee. consideration to convene a National forum in
2014 to explore lessons from Canterbury.
The CE provided an update on the Fix, Fasten, Don’t Forget
campaign noting:
&  That after the last Board meeting a number of further
agencies were consulted, resulting in a decision to
defer the campaign.
» That the campaign will now proceed but on a different
basis and the media team is now working ona
campaign with the TV component not starting until
March 2014.
®  That work with the Mental Health Services in
Canterbury is underway to address their concerns and
develop data to test the best way forward.
The Chair:
» Requested that at a future Board meeting to be held
in Christchurch that Management arrange for
Canterbury DHB (including Mental Health Services)
staff and other relevant parties to be invited to speak
to the Board.
s Provided a brief update on a meeting he hosted with
Tom O'Rourke from Cornell University who advised
that he is prepared to support EQC fully, and suggested
that a national discussion on lessons from Canterbury
should be held sametime in 2014. Professor O'Rourke
offered to be involved in designing the strategy — as
what is happening in New Zealand and Canterbury is of
global interest.
Bryan Dunne anr Bruce Emson joined the meeting at 9.5%am.
5. Chief Executive’s Report The Board:

1 a) Noted the Chief Executive’s Report.

ACTION

Management to provide updates on new
rollaborative initiatives with CERA in relation to
flood risk, vulnerable customers and Muiti-Unit
Buildings (MuBs).
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Advised that settlements for Port Hills properties were ¢ Management to bring a Conflicts of Interests

now taking place and will be completed by the end of

2013. Where a top up is being pald, communications to .

these customers will reflect this,

Noted that the land repair pilot project is proceeding well.
Noted that work Is underway with a range of Insurers to
commence land repair trials in 2014.

Noted that the Coundil is looking at a ‘holistic’ view of all
properties identified as Increased Floeding Vulnerability
{IVF, formerly Category 9), which may have an impact on
EQC’s obligations,

Advised that agreement has been reached with the Chief
Exectrtive of CERA to cooperate in convening a joint forum,
with other interested parties, including the City Council, to
engage EQC customers who have Increased Flooding
Vulnerabllity.

Similarly advised that work will proceed with CERA to
consider how to better support vulnerable customers who
are living in Multi-Unit Buildings (MuBs).

Noted that EQC Is working with Insurers to analyse MuBs
data, specifically to identify vulnerable customers whose
claims have not been addressed or progressed.

Advised the Board that the issue with the lease of the
Majestic Centre is looking more favourable and that
Management hopes for a resolution soon,

Provided an update on the current litigation activity,
specifically on the ‘Kraal’ case. The Board may be called on
to consider the eventual Court decision at a future
meeting as ‘Kraal’ is a potentially significant precedent-
setting case.

Advised that a judgment is due be released by the end of
December 2013 on the injunction re the EQC Truths
blogsite,

Noted that the view of the Board is that anything EQC can
do to work with other organisations such as CERA, Insurers
and the Councils to address the issue of vulnerable
customers is a high priority.

The reievant Board
paper will set out some suggested changes to strengthen
management of these issues.

Noted that a litigation update should be provided to the
Minister on a regular basis,

Ppaper to the Board In December.
Management to provide the litigation update (as
per the CE Report) to the Minister on a regular
basis.

5.1.

Business Performance Report (BPR)

The Chalr:

Management:

Identified that advice should be provided on how EQC is

The Board:

8} Noted the Business Performance Report.

managing the costs of the Canterbury events. ACTION

Noted that next month there will be re-designed Business
Performance Report.

Management to bring to the Board the advice
sought on the management of costs for the
Canterbury events.
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s Advised that there is a significant concern around the
decline in properties becoming available for inclusion in
the CHRP. This matter is one which Management is
addressing currently with Fletchers.

¢ Noted that the completion rate through EQR is a key
determinant for a completion date of Decernber2014.

e  Noted that forecast CHE is above the target of $1.208
billiori and Management is assessing how this can be
addressed.

s  Noted that the CHE for the Cook Strait Event will be high as

a percentage of claim liability, as EQC will be managing a
high volume of low value daims.

¢  Noted that the CHE needed to be managed in the context
of the overal! daim liabiiity. There may be examples
where additional investment in administration costs may
reduce the overall liability.

5.2.

Heatth and Safety Report

Management and the Board discussed the Health and Safety
report:

e Advising that a formal interview of an EQC Manager will be
undertaken by MBIE following an asbestos exposure,
noting that advice has been received that it is highly
unlikely that this will result in any prosecutions.

¢  Noted that the graph on the top right hand page, Appendix
1 needs to show the month to month comparisons.

The Board:

a) Noted the content of the Health and Safety

Report.

ACTION

Managernent to amend the Injury Statistics
report graph showing the ‘incidents by
Hazard/Risk Source’ to include a month to
month comparison,

TP i i EEicin
'ac Berry, Reid Stiven, Debbie Borber joined the meeting at

10.50am.

Customers Services Presentation

The Chair spoke to the rnembers of the Customer Services team
present ta thank them for their hard work and noted that the
woik that is belng undertaken is difficult and greatly appreciated
by the Board.

Management introduced the Canterbury Claims Resolution Plan
noting this will identify:

| ®  Where we've come from

e Where we are
»  What we've got to achieve,

Management:

*  Noted that all Port Hills customers will have land claims
cash settled by December 2013.

»  Noted that there are currently 72,300 (approximately)
properties left to repair and with the current Fletcher EQR
run rate, these will not be completed by December 2014.

e  Noted that the Safe 6 initiative Is an industry lead which
EQC is proud of,

e  Noted the issues with management of the Fletcher EQR
relationship which need to be addressed as 3 matter of
urgency.

ACTION

Management to arrange a rmeeting with the
Fietcher EQR Management and the EQC Chair on
an urgent basis.

Management to present to the Board at the
December meeting, a paper outlining decisions
that are required to be made at Board level,
noting these will not necessarily be specific
answers to spedfic questions but rather a
mandate for use across a number of issues.
Management to provide clarity to the statement
“that everything will be completed by December
2014”, noting that the “tail’ is crucial to address
wheat is ‘unresolved’.

Management to bring to the December Board
meeting dlarity as to when they will be in a
position to provide the Board with a specific plan
shawing how EQC will meet the stated target of
December 2014,
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The Board;

Noted the current status and progress of land assessments
and settlements to date, noting that assessments are on
target, settlement for Port Hills properties is on target, and
Flat Land Clalms are to be completed by December 2014,
subject to apportionment, Diminution of Value (DoV), and
the ground improvement trials and pilot programme.

Noted a summary of the current status of the various MuB
categories 1 - 4 which identified the key issues in finalising
both assessments and settlements of MuBs.

Noted that Management is consulting with both MBIE and
Insurers on a regular basis to discuss and address the key
issues that are ‘holding up’ the settlement of daims.
Provided the Board with an overview of the Stakeholder
Reputation and Engagement survey conducted by UMR,
highlighting areas that EQC focuses on and identifying
areas that are opportunities for Improvement.

Sought from the Board dear expectations as to the priority
to be given to stakeholder management and customer
communications.

Advised that prior to Christmas, communications to the
seven highest priority groups will be undertaken,

Noted that given the limited time left between now and
Christmas, there is very little that can be added to staff
workioads to achieve additional goals prior to Christmas.
Sought clarity from the Board as to their appetite to settle
red zone claims first or last. Red zone settiements first
would enable around 7,000 dlaims to be settled and closed
promptly. Also, the Minister had committed to a clearance
timetable. But this course would divert resources away
from settling clalms for ocaupled dwellings.

Advised the Board that, in order to achieve stated
timeframes/targets, either EQR repair completion rates
needed to increase substantially, or some increase in cash
settlement wauld be required. This would require Board
guidance given previous comments on cost management.

Provided clear guidance to Management that priority must
be given to vuinerable customers, particulariy those in
MUBs,

Requested Management to present to the Board at the
December meeting a paper outlining decisions that are
required to be made at Board level, noting these will not
necessarily be specific answers to specific questions but
rather a mandate for use across a number of issues.
Sought clarity from Management as to the statement that
“everything will be completed by December 2014”, noting
that the ‘tail’ is cruclal to address what js ‘unresolved’.
Sought clarity as to when Management will be in a position
Yo provide the Board with a specific plan showing how EQC
wiil meet the stated target of December 2014, noting
Management’s advice that this will be at the December
2013 meeting.
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Noted the consistent message from the presentation
around retention and recruitment of staff and discussed
with Management how this will be addressed.

Recognised how much has fallen on the shoulders of a
small team of staff, particularly those based in Canterbury,
and advised that the Board is open to assisting
Management with whatever they can do to assist with
staffing.

Noted that the risk around staff retention is key, which
needs to be addressed as settlement of claims requires the
people with the right skills at ail levels in the organisation.
Noted that the contractual relationship between EQC and
EQR is a primary focus of both Management and the
Board, and that the current completion rates from
Fletchers are not sufficient to meet the target of 2014.

The meeting broke for lunch ot 1.05 pm
The meeting reconvened at 1.32pm - Bryun Dunne and Bruce

Emson In attendance.
7. Land Steering Group questions from ICNZ participants The Board:
a) Noted lts statutory role In administering the
Management: insurance provided under the Earthquake
s Noted that in general the conversation at the Land Commission Act (1993) (the Act).
Steering group with the Insurers was helpful, b) Noted Private insurers, via the Insurance
e Noted the intent of the responses is {o provide Insurers Council of New Zealand {\CNZ), are seeking
with sufficient confidence about £QC’s position on land EQC’s formal position {i.e. Board sanctioned) on
cover that Insurers tan progress repairs/rebuilds where a number of policy questions that involve the
this is otherwise seen to be delaying progress. interpretation of the Act.
o Noted that the interpretation or policy positions adopted | £)  Noted Management prepared a series of draft
by EQC could be disputed by the Insurers. responses, which were considered by the Chair
and Deputy Chair (see Annex B), and
subsequently provided in draft form to an
insurer for feedbadk.

d) Noted that based on Insurer feedhack, an
amended series of responses was prepared and
then provided to Insurers on a without
prejudice basls and subject to Board
consideration and approvai.

e) Endorsed the proposed responses as outlined in
Annex A to this paper as representing EQC’s
position on the matters In question.

8. OIA Strategy The Board:
|
The Board: a) Noted the axrent volume of backdog.
¢  Noted that issue of OlA’s is a focus of the Board and they b) Nated the backlog is not increasing in number.
encourage Management to do whatever is necessary to €) Noted the plan and approach to clear the

address this issue.

Management:

Noted that the backiog has reduced over the last six week
period both as a result of the work of the team and also a
reduction of new OIA requests being submitted.

Noted a critical issue is securing and retaining staff and
without more staff, the deadline of clearing the OIA
backlog by April 2014 wili not be met.

backlog by 30 April 2014 while continuing to
meet statutory requirements for new requests.

p—
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! } Bryan Dunne and Bruce Emson departed the Meeting at 1.50pm,

The Chair of the Audit and Risk Committee (ARC) provided an
Uupdate to the Board on the discussion and key points from the

¢  That managing the relationship with Fletchers, Southern
Response, the Councils and servicing the Minister’s office
need to be highlighted in the risk matrix as they are key.

specifically noted as a risk,

¢ Thata full Audit and Risk Committee meeting is set down
for 25 Navember,
That there has bsenan Improved result in terms of audit
Issues,
That Management should elevate the risk around the ‘loss
of key staff’.

Management;
¢ Noted that efforts to recruit a Private Secretary to the
Minister’s office as a secondee from EQC are continuing,

The Chair of the Health and Safety Board Committee (HSBC}

Provided a brief update on the recent HSBC meeting noting:

¢ More vislbility on where Management is Up to regarding

health and safety.

¢ The main Issue was to review the Health and Safety
Strategy document which the Committes provided some
feedback on, byt Were satisfied overal|.

®  That the initiatives for 2014 need to be considered as part
of the business plan development.

*  Proposed that members from Fletchers are invited to the
next meeting to get engagement from them around Health
and Safety,

®  The threat response procedure was tabled and this is »
thorough and comprehensive document.

Management:
[

Board Strategy Day meeting notes The Board:
a) Confirmed the information in the summary as
an accurste record of key outcomes from the 10

October 2013 Board/ELT Strategy Worlshop,

The Board:
3) Noted the contents of the EQC Comments on
Treasury Background paper.

EQC Comments on Treasury background paper
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.

General Business

The Chief Executive:

Provided a brief update of a meeting with Roger Suttot,
CERA noting that two areas of customer engagement and
assistance were requested (to be called and facilitated by
CERA) for:

e Customers in CHRP with 3 now increased flood risk.
Soclal assistance around MuBs noting there are three
issues with MuBs:

1. How these are physicatly repaired?

2. Policy work (DPMC} around uninsured parties

3. Socal element- not all parties agree

Roger Sutton has agreed to assist with all of the above and
will help the various owners to work together noting that
this will address a large number of vulnerable customers
who are 'sturk’ in the MuBs queue. He has made a
request for more data around the ‘uninsured parties” issue
before proceeding on this. )

Advised that the end of 2013 deadline for the over $50k
repairs to be completed will not be achieved. Of the
10,700, Fletchers have completed approximately 4,000,
with the difference being those In MuBs and other
complex settiements. The complexities were
communicated to the majority of these customers as part
of the 90 day Comms initiative. Communications will be
going out to the 500 peopls that are not curcently dear on
where they are before the end of the year.

Provided a brief overview on the recent forum attended by

the Chair, CE and Minister with CERA in Christchurch,
noting that the dedlaratory judgment was a gocd medel
and that the Mayaor (Lianne Dalzell) indicated that the
Councit should follow this lead. There is some appetite for
a meeting to be held with the Chairs and CEs of various
organisations.

The Chair:

Noted that he had a discussion with Fran Wilde {Chair of
the Greater Wellington Reglonal Council} over the
possibility of a discussion over luncheon at the Board
meeting on Friday 33 December.

Noted that Keith Taylor has been reappointed until mid-
2016.

Formally noted the Board's appreciation for Trevor's
cuntribution and perspectives brought to the Board table,
particularly as a Cantabrian that has been through this
event and far his support for wichael Wintringham as
Chair.

The Board:

Raised the issue of the security of the server as previously

stated that Management doesn't want to shut it down as it

doesn't have the confidence that this will come back up ~
and reiterated that we should be exploring backup options
The CE agreed tu address this in the next month’s CE
report.

— e

| The Board:

| a) Agreed that an Invitation will be extended by
the Chair to Fran Wilde to sttend the December
Board meeting.

ACTION:

The CE to advise the Minister of the two
initiatives currently in progress with CERA and
confirm the advice that EQC wilt not tomplete all
over-$50k repairs by the end of 2013 as
previously advised.

Management to provide any background
information to the Christchurch City Council on
their insurance sltuation to ensure that this is ‘on
the recard’.

The CE agreed to report back to the Board in the
December CE report arountd bark up options for
i the server to provide security for both operating
i systems and data.

Management to bring back to the December
Board meeting a paper showing how the
tearnings from Canterbury have been applied to
the Cook Strait events.

{.
|

|

1
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s Discussed the learnings from Canterbury as they have
besn applied to the Cook Stralt events and sought from
Management their views as to how these learnings have
been applied to the Cook Stralt events.

Bruce Emson re-entered the meeting at 2.52pm to provide an
update on the negotiations with the Christchurch City Council
noting that on the basis of a bulk settlement, EQC has agreed
that insurance cover is in place. Negotiations are underway-
However indications are that Management may need to come to
the Board to request approval for additional funds to settle
outside of the Board meeting cycle, as this negotiation will need
to be finalised prior to the end of 2013.

|

Correspondence of interest
¢ Monthly Report of Minister
o Copy Letter received from The Treasury re: Strengthening
Treasury's Commercial Operations
¢ Report from
o Office of the Auditor General
e EQC’s letter to:
o Human Rights Commissioner
o Ombudsman

The Board:

e  Notad the carespondence of interest.

o  Noted that the Auditor General’s report was balanced.

o  Noted that as a result of the OAG, Ombudsman and HRC
reparts, engagement with EQC Management and the Chair
was Instigated and considered positive,

ACTION:

e TheCE to bring to the December meeting as part
of the ‘strategy’ assurance that the
recommendations included in the OAG report
are belng Implemented and by whom,

e ‘The CE to bring to the March 2014 meeting, a
status report and the plan for monitoring and
responding to the recommendations raised [n
the Auditor-General’s report.

The next Board meeting will be on Friday 13 December 2013 In
Wellington.

The Meeting closed at 3.00 pm.

These minutes were approved by the Board as a true and
correct record.

M L Wevers Date
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EARTHGUANE COMMISSION
Kenthana Riwhenua
MINUTES OF THE MEETING OF

THE BOARD OF THE EARTHQUAKE COMMISSION
Held in the Majestic Centre Board Room
Level 20, 100 Willis Street, Wellington
Friday 13 December 2013, 9.00am

m

Present: In attendance:
Sir Maarten L Wevers (Chair) lan Simpson (Chief Executive) - part meeting
Keith B Taylor (Deputy Chair) Lind2 Smi Information Officer) — part meeting
Russell J Black Wkeinwrance Claim Manager) — part meeting
Gordon M Smith lane Thomassen (Manager Risk and Assurance) - part meeting
Dr Alison C O’Connel leremy Ford (Chief Legal Advisor)- part meeting
Roger Bell Jane Whitfleld (General Manager Project Portfolio Management) — part
meeting
Apologies; Emma Hicks (Chief Financial Officer) - part meeting
Trevor Burt o Financial Controller) - part meeting
f9-(2)(a); {Senior Policy Analyst) — part meeting
{Board Executive -Minutes) — part meeting
B2)a)
The meeting was declared open 4t 9.00 am.
lan Simpson (CE) an Board Executive) joined the meeting at 9.00am.
AGENDA ITEM
1. Present and Apologies ACTION:
Apologies were recorded from Commissioner Burt. ®  Board Executive to distribute Interests Register
to Commissioner Bell for updating.

Commissioner Bell advised that he has been appointed to the
Board of a ‘start up’ company that has an interest in financial
offerings/insurance but that he was confident there was no
current conflict with EQC matters, The Interests Register will be

updated accordingly.

Board members present confirmed that there were no interests
(other than those already disclosed in the Interests Register) on
any agenda items.

Agreed that the Interests Register be included in all future Board
papers,

1A .‘ ;i m AON
Benfield and (EQC Reinsurance Cigim

Manager) joinedthe meeting at 9. 05 am,

2, Aon Benfield Reinsurance Market update The Board:

The CE introduced the team from Aon Benfield, noting today’s a)
session is seeking a mandate from the Board to continue to
investigate the market placement on broadly similar terms to
the 2013 programme.
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@(Zl(ﬂﬂ _ provided a brief overview of the presentation
| distributed at the meeting which showed the current
reinsurance placement over the four layers.

lﬁ(ﬁj@)} B <0<« to the modelling slides noting how
T closely correlated Minerva, GAPQuake and RMS Risklink are in
terms of results.

|_9g)@J1_ spoke to the current market overview in terms of

ioss activity and supply and demand.

outlined the renewal considerations for
2014/15 seeking a mandate from the Board in principle to

p)(a@)

continue the programme placement strategy with a view to
bringing the proposed Placement mode! to the February Board
meeting.

— The Board requested a private session. lan Simpson (the CE) and

B(2)(a) ﬁ {Board Executive) left the meeting at 9.55am.
(2)(a)

lan Simpson (the CE),

Hicks (Chief Financial Officer} and
Controller) entered the meeting at 10.306m.

{Board Executive), Emma
Financiol

3. { Minutes of Board Meeting of 14 November 2013

The Board considered the minutes and agreed as to their
accuracy.

' The Board:

a) Confirmed the minutes of the meeting held 14
November 2013 as a true and accurate record.

4, Matters arising

The Board discussed the matters arising and agreed as to the
status of each item.

The Board:

a} Noted the matters arising and agreed as to the
status of each item.

5. Chief Executive’s Report

The report was taken as read. The CE spoke to the Report and:
®  Noted that the Ground improvement trials are progressing
well and are on track for the Ministry of Business,
Innovation, and Employment (MBIE) to update the
Foundation Guidelines by the end of February 2014
{although this remained a stretch target).
Noted that the Christchurch City Council (CCC) is working
through the consenting process to ensure that once the
Foundation Guidelines are completed, they will be ready to
proceed with a consenting process.
®  Advised that the new Mayor of Christchurch has requested
to be the lead on Flood Management, resulting in EQC and
the CCC working very closely together on this issue.

The Board:

a) Noted the Chief Executive’s Report.

Page 2 of 9
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®  Noted that in parallel to the collaborative work cited above
regarding settlement of Increased Flooding Vuinerabllity
(IFV] properties, EQC s still proceeding with preparing for
settlement of these properties using Diminution of Value
(DoV) given the uncertainty around the feasibility of wide
area flood mitigation work.

®  Noted that given the second draft of the Ombudsman’s
report was provided to EQC with a very short turnaround
time, it was not distributed to the Board. The CE apologised
to the Board for not distributing the draft to them,

Noted the engagement with the new Chair of Worksafe in

relation to the MBIE warning letter

The Chair:

¢  Sought and received assurances that the CE has been
advised that the CCC will be ready to implement a
consenting process once the Foundation guldelines are
conflrmed.

®  Provided a brief overview of the proposed discussion
polnts for the meeting with the Mayor scheduled for next
week.

e  Sought and received darity that the CE is responsible for
managing the Stakeholder relationship with the Mayor and
the CCC,

®  Noted that the Board had had no opportunity to consider
the Ombudsman’s report either In draft or final form
before its release, SimMar situations had to be avoided in
the future.

®  Noted that timely engagement on reporting mattars to the
House of Representatives is paramount, particularly around
the Financial and Expenditure Committee (FEC) Review.,

The CE: I%L’)za— )'
*  Provided an update on th eeting held between the

Chair, himself and [ (1AG) noting that 1AG Is
seeking to work alongside EQC to resolve claims in
Canterbury.

®  Provided an updste on the Fix, Fasten, Don’t Forget
campaign, which has gone live in cinemas, noting that
further work is being undertaken to develop how a new
teievision campaign may be rolled out in Canterbury.

The Chief Legal Advisor:
*  Provided an update on recent litigation activity. An

Confirmed that fortnightly updates are being provided to
the Minister’s office on current litigation activity.

®  Noted that a report will be provided at the next Board
meeting on the outcome of the Kragl case,

Page 3 of 9
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5.1. : Business Performance Report {BPR) The Board:
The CE:
e  Distributed an A3 copy of the BPR for discussion. a) Noted the submission to the Board ofa
e Noted that a Recoveries paper is being developed and will simplified Business Performance Report {BPR}
be brought to the Board meeting in February for approval. which was distributed by emall on Tuesday 10
*  Noted that the Crown is going to be called on to fund EQC December,
as per section 16 of the Earthquake Commission Act 1993. | b} Provided feedback on the revised BPR,
c) Noted the activities that are ongoing with
The Board: regards to cost management within EQC.
s Discussed whether the Board should receive the same
report that goes to the Minister each month rather than ACTION
getting a different report, noting that the Board shouldhe | ¢ Management to include a copy of the quarterly
across everything that the Minister sees. UMR survey in the Board pack when it is
e Advised that the Board is interested in the overall availabie.
satisfaction rates from customers through the UMR » Management to bring to the February Board
survey. . meeting the proposed Recoveries paper.
*  Discussed the opportunity to provide information through | ® Management to bring to the February Board
the media to vulnerable people and to people who need to meeting the Recovery of Excesses paper.
find alternative accommodation while EQC conducts the e Management to create a BPR that includes the
repairs. Minister’s dashboard and additional information
that the Board requires but that the Minister
doesn’t need to see and bring this to all future
Board meetings.
|NENES (inanciai Controller) left the meeting at 11.05 am.
5.2, | Health and Safety Report The Board: B

T

Management and the Board discussed the Health and Safety
report:

e  Noting that EQC and Fletchers EQR have each received a
written warning for an Asbestos exposure relating to a
customer’s property in Canterbury.

Noting that EQC has made a significant contribution to
education and training for staff and contractors relating to
Asbestos,

a)} Noted the content of the Health and Safety
Repaort.

5.3.

Stakeholder Engagement Strategy

The Chair requested a paper on how we engage stakeholders in
Christchurch and requested that relevant members of the
Management team ere invited in to speak to this paper.

The Board:
a} Noted the Stakeholder Engagement Strategy.

ACTION

Management to bring to the February Board
meeting a paper outlining stakeholder
engagement in Christchurch and to invite
relevant members of the Management team and
staff to speak to the paper.
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5.4.

Temporary Financial Delegation amendment

The Chair:

®  Advised that the CE is to inform the Chair {orin his
absence the Deputy Chalr) of any requirements to use the
increased financial delegation.

The Board:

a)

-

Agreed a temporary increase In delegation for
the Chief Executive {*CE’) up to $50m for the
period to 24 December 2013 to cover the final
2013 Fletcher contractor payments Invoice,

®  Provided an overview of the Plan for Action 2014

summarising the discussions and agreements made over the ( b) Noted that Management guerantees that in no
past few months at Board level. clrcumstance will a customer who has been

® Noted that the aim is to get from the Board today the key walting 3 years for a managed repalr be cash
appetite for ‘trade-offs’ that are required to complete settied (unless the customer agrees),
Canterbury.

* Noted that top level management of Fletchers is committed
to completing all of the properties identified for completion | ACTION
(72,800), ® Management to invite Michele Creagh (General

Noted that there is stiil significant risk around the reaiistic
delivery of the Canterbury Home Repair Programme (CHRP).

A significant shift in delivery Is required in order to meet ®

this target.

e  Advised that & Repair Roadmap will be developed by the
end of January 2014, to which Fletchers and EQC will be
accountable,

¢ Noted that an ‘exchange of letters’ between lan Simpson
and Graham Darlow (Chief Executive Construction Group,
Fletcher Construction Company) will take place to ensure

that Fletchers Is incentivised to deliver the CHRP target on o

time.
©  Provided a list of key actions and timelines agreed between

EQC and EQR in order to ensure completion of the e

programme for the CHRP,
® Noted an intention is to create a Separate team within both
EQC and EQR to repair complex MUB properties.

b) Agreed that the CE is to inform the Chair {or
Deputy Chair in his absence) of any
requirements to use the increased financial
L delegation.
6. Quarterly Risk Report
The Board agreed that there was no further discussion required
on the Risk Report which they felt had been covered sufficiently
at the pre-Board Audit and Risk Committee (ARC) briefing.
The Board broke for o coffee break at 11.50am and reconvened
at 11.55am,
Emma Ricks {Chief Financial Officer) left the meeting at 11.50
am. i {Senior Policy Analyst) joined the meeting at
11.56 am ET? ) :31
7. Plan for Action 2014 The Board:
The CE: a) Agreed that the second MUBs PMO {a specific

customer segment PMO) Is not an option.

Manager, Fletcher EQR), Graham Darlow (Chief
Executive Construction Group, Fletcher
Construction Company) and Mark Adamson
(Chief Executive, Fletcher Building} to the
February Board meeting,

Management to deliver a weekly report to the
Chair, the Deputy Chair and Commissioner Black
for oversight of actions and output from the CF’s
weekly meetings with Fletchers,

Management to arrange an exchange of letters
between EQC and Fletchers to ensure that any
agreement discussed between the CE and
Fletchers is on record,

CE to invite GM Stakeholder Engagement and
Reputation to the February Board meeting to
confirm communications around timing,
Management to use the “Dwellings: settlement
pathways” slide from the “Settlement Plan for
2014” presentation as a base for a monthly
target accountability document and bring this
document to the Board meeting in February,
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Noted that communications to customers have been
embedded into the 2014 plan to provide information and
ensure customer certainty is improved.

Confirmed that GM Stzkeholder Engagement and

Management to continue to push as hard as
possible to complete the CHRP in the timelines
stated (December 2014), while ensuring that the
Cash Settlement pathways are kept flowing,

Reputation should be invited to the Fabruary Board meeting
as the discussion will cover communications that will go out
to the customer with clarity on time frames for repairs etc.

The Board:

*  Sought and received darity on the remoblisation of staff
and contractors from cne focus area to another for repairs.

¢ Discussed the requirement for a reset of engagement of
team in Christchurch (EQC) with Fletchers (Canterbury) and
agreed that a weekly management report will be delivered
by the CE to the Chair, the Deputy Chair and Commissioner
Black for oversight of actions and output from the CE's
meetings with Fletchers.

»  Agreed that Commissioner Black should arrange a meeting
with Graham Tuohey {Independent Chair of Project Control
Group {PCG)).

s Noted that EQC will not encourage customers to Opt-Out,
but that customers should be aware that Opt-Out is a
choice and of the consequences and risks of that option.

¢ Emphasised that Management should continue to push as
hard as possible to complete the CHRP in the timelines
stated (December 2014), while ensuring that the Cash
Settlement pathways are kept fiowing.

» Suggested that the “Dwellings: settlement pathways” slide
is used as a base for a monthly target accountability
document to be brought to the Board in February.

The Board broke for lunch at 1.10pm and resumed ot 1.37pm

@jé}@) I (sior Policy Analyst) left the meeting at 1.10pm.
"7 Jeremy Ford (Chief Legal Advisor) joined the meeting at 1.38pm.

8. Confiicts of Interest The Board:

a) Considered the contents of this paper
summarising the EQC Board members’
statutory obligations in relation to conflicts of

The Chief Legal Advisor spoke to the paper noting:
o That the purpose of this paper is that once approved, it
will be the Board’s pelicy document on Confiicts of

interest. interest;
b) Agreed that the Chair and the Board members
The Board: should conduct themselves, including at Board

¢ Discussed the issue of how to address at a practical level meetings, in a manner to ensure these
the shareholdings that may be held by Commissioners that obligations are met;
may be seen to be an interest. c} Agreed that, as a matter of course, Board

*  Agreed that this issue should be addressed by considering papers that are sent to Board members will
whether the interest is “so remote or insignificant that it include an updated Register of all interests
cannot reasonably be regarded as likely to influence [the previously declared by Board members.
Board member] in carrying out [the Board member’s]
responsibilities under the Crown Entities Act 2004 ... (see
page 6 of the Board paper). °

ACTION

Board Executive to distribute the disclosure form
to the Board members for completion prior to
the next Board meeting.
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®  Once returned, the forms will be submitted to
the Interests Register.

Jeremy Ford (Chief Legal Advisor) left the meeting at 1.53pm.

Lessons from Canterbury for EQC Service Delivery Model

The CE provided a brief overview of the paper taking it as read

and:

¢ Noted the key areas where lessons from Canterbury have
been incorporated into the process for dealing with the
Cook Strait event response,

*  Noted that the Cook Strait assessment programme is still
underway, and that Management anticipates settling all
claims once assessed within the 12 month time period
allowable under the Earthquake Commission Act 2993,

The Board:

a} Noted the contents of the “Lessons from
Canterbury - Cook Strait Events” paper.

Jane Whitfield (GM Project Portfolio Manager) Joined the
meeting at 2.10pm

10.

Quarterly Project Portfolio Review

The GM Project Portfolio Manager spoke to the paper noting
that the projects in the portfolio will change through the year
subject to changing needs, and that the intention of
Management is to remain within the current budgeted
framework which will require some re-prioritisation,

The Board;

®  Sought and recelved dlarity on the definition of the Business
Transformation programme referred to in page 4 of the
paper.

® Sought and received darity on the ownership of the
Complete Canterbury Response (CCR) programme which
Involves the transition of EQC out of Christchurch ~ this Is
owned by the CE, however a project manager is still be
recruited,

The Board:

a) Notedthe contents of this paper.

b) Noted that carrying over $346K of Capital from
2012/13 was approved for the information
Management (BI) and HRIS projects.

¢) Noted the inclusion of the IT oOperations annual
programme in the project portfolio in place of
two specified projects In the Capltal plan.

d) Notedthe addition of the Leaming
Management System project to the portfolio.

e) Notedthat $3.98M is included in the year end
forecast as placehalders should the Hamilton
level 2 fitout, CMS upgrade, FMIS and LMs
projects proceed to implementation in the
current year.

f) Notedthat approval to substitute budgeted
Capita) between projects within the Portfolio
will be requested according to Financlal
delegations.

£) Notedthe Forecasted Project Capital
Expenditure for 2013/14 Is $5,738,712 and
remains within the $7,007,289 budget,

Jane Whitfield (GM Project Portfolic Manager) departed the
meeting at 2,15pm
Linda Smith (Chief Informotion Officer) joined the meeting at

2.20pm.

11.

ISSP Quarterly Report

The Chief Information Officer:

e Noted that the power was turned off in the Majestic
Centre recently and the systems were all back up and
running the following Monday with no issues.

The Board:

a) Notedthe ISSP Quarterly Report
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®  Noted that network changes are being investigated for the
Christchurch office as a result of a number of external
network issues that have resulted in outages and
degradation to email services.

¢ Advised that a number of options are being investigated
for Claims Centre, noting that this will require a version
upgrade. A paper will come back to the Board once a
solution is sourced.

Linda Smith {the Chief Information Officer) departed the meeting
ot 2.35pm

Emma Hicks (Chief Finoncial Officer) and Chris Chainey (Financial
Controlier) joined the meeting at 2.40pm.,

Management spoke to the paper noting:

»  Thereis a $25m increase in the Claims Handling Expenses
(CHE) for Canterbury.

»  Atotal exposure of $100m for Cook Strait with an

expected CHE of $5m for this event,

12. Statement of Investment Policies, Standards and Procedures The Board:
(SIPSP) Review
a) Noted the contents of this paper.
The Board discussed the relevance of the current Ministerial
Direction and advised Management that engagement was ACTION
required with Treasury to amend this Direction to better reflect | ¢  Emma Hicks (Chief Financial Officer) to engage
the current practices that Management is following in relation to with Treasury to review the Ministerial Direction
funds held. for the foreseeable future as it needs to better
reflect the current status of the fund. A paper
The Chait: outlining the recommended changes should be
*  Noted that once this report is signed off by the Board, it brought to the Board for approval either by
will be submitted to Treasury for information only. email or at the February Board meeting.
o) Board Evaluation Process The Board:
The Chair spoke to the paper, seeking agreement from the 2) Noted that Treasury’s Crown Ownership
Board to implement the Better Boards Appraisal online survey Monitoring Unit {COMU) ‘Owner’s Expectations
tool. The Chair sought confirmation that the Board requires the Manual’ (the COMU Manual) Includes an
engagement of a facilitator to run evaluation sessions once the expectation that Boards will have in place a
survey is completed, Board, Director and Chair performance
evaluation process;
b) Agreed that, to meet the COMU expectation in
2013/14, EQC will utiiise the Institute of
Directors (loD) ‘Better Boards Appraisal’ online
survey and report process at a cost of $4510
plus GST; and
c) Agreed to engage an loD facilitator to prepare
and run a discussion session of the evaluation
resufts with the Board {either a 2-4 hour
session, or a full day) at an hourly rate of $250
plus GST for both preparation and facliitation
time.
ACTION
e The CE and Chair to establish time frame and
secure facilitator for implementation for the
‘ __ahove,
14, Updated Financiai Forecast The Board:

a) Noted the revised financial forecasts for
Canterbury CHE and Non-Canterbury Expenses
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IN CONFIDENCE

NOTE:SOME-CONTENTS OF THESE MINUTES
ARE SUBJECT TO LEGAL PRIVILEGE.

The Chair:

®  Noted that at a previous Board meeting, Management
advised that the CHE for the Cook Strait event would be
significantly higher as it relates to a number of small value
claims but still requires the same pipefline and workload to
assess and settle — this is in contrast to the advice given
above.

ACTION

* Management to come back to the Board with a
detailed and specific analysis of the CHE for the
Cook Strait event,

15.

Board Committee Updates

15.1.

ARC session update

The Chair of the ARC provided a brief overview of the discussion
held at the pre-board briefing this morning noting that the key
issues were addressed in the paper submitted and taken as
read.

16.

General Business

The CE provided a brief overview of current general issues

including:

e Settlement with Christchurch City Councit (CCC).

® Staff changes in the Office of the Chief Executive,

®  Recommendations from the State Services Commission
{SSC) Report.

®  An update on the lease arrangements for both level 20 and
level 23 at the Majestic Centre,

ACTION

®  Management to provide a briefing of the cc¢
settlement issues to the Chair prior to his
meeting with the Mayor of Christchurch on
Thursday 19 December 2013,

The next Board meeting will be on Monday 17 February 2014 in
Christchurch.

The Meetlng closed at 3.15 pm.

These minutes were approved by the Board as a true and
correct record,

M L Wevers Date

Page9 of 9




