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Dear Sir Michael
2020/29 SHAREHOLDER EXPECTATIONS FOR THE EARTHQUAKE COMMISSION

I am writing to outline the matters that | expect the Board of the Earthquake Commission
(EQC) to address in the business planning process for the 2020/21 financial year.

The Government remains committed to resolving key long term challenges facing the country
including stimulating sustainable and inclusive economic development, supporting thriving
and sustainable regions, preserving our natural capital (particularly in view of climate
change), leveraging technology to boost productivity, and promoting a fair society for all New
Zealanders.

A key objective of the Government is the resolution of outstanding Canterbury earthquake
claims in a fair, timely and enduring manner.

This letter contains the following information:
. my specific expectations for EQC;
o general expectations for the Crown’s commercial entities (where applicable); and

. the timeline for the 2020/21 business planning process and govermance information
(Annex 1).

Expectations for EQC
Overall Expectations

° Customer Service Focus: It is my expectation that all claims (whether they are disputed
claims, call backs or claims resulting from new natural disasters) will be dealt with
fairly, efficiently and with empathy. Settlements are to be of an enduring nature, with
the number of settled claims required to be reopened kept to a minimum. | also expect
EQC to release information requested by customers regarding their claims without
undue delay.

. Public Inquiry into EQC: | expect EQC to respond to the findings and recommendations
of the Inquiry in an open and positive manner. | also expect that, where appropriate,
the findings and recommendations of the Inquiry will be taken into account when
setting and reviewing strategy.
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General Expectations

Collectively we need to consider how EQC can contribute to the Government's objectives,
both through what EQC delivers and how it delivers it. To help achieve this an enduring letter
of expectations (ELOE), which replaces the previous enduring letter of expectations from
2012, was sent to EQC on 15 October 2019. The ELOE focusses on Ministers’ expectations
for seamless Government, board role and integrity, workforce matters, Maori Crown
relationships, and entities applying a wellbeing approach to their work, including the need to
address climate change. Nothing in this letter supersedes the recent ELOE.

Although some of the general expectations are highlighted below, the full expectations for the
Crown’s commercial entities are contained in the Owner’'s Expectation Manual (OEM). The
OEM, including updates, can be found on the Treasury’s website:
https://treasury.qovt.nz/publications/quide/owners-expectations-manual.

Ministers expect that both directors and management of EQC will be familiar with the OEM to
ensure Ministers’ expectations are being met.

o Diversity: Consistent with Government support for increased diversity and gender
balance on Boards, | expect EQC to support diversity and inclusion in the workplace
and in leadership.

. Governance — Board Evaluations: Board evaluations help Boards improve performance
and contribute to advice to responsible Ministers on Board composition. A full,
independent Board evaluation is expected to be undertaken at least every three years,
with a more limited interim evaluation between those times. Information should also be
provided on investment in director development.

. Executive Pay: | acknowledge that it is the Board’s role to set the executive team’s
remuneration. | expect that the remuneration will be appropriately linked to
performance, and set at a level sufficient to attract and retain the necessary skills to
enable Crown entities to operate as successful businesses and to be as efficient as
comparable businesses that are not owned by the Crown.

Ministers are, however, also mindful of the Government's focus on raising pay levels
for those on low and middle incomes. To this end, we expect Boards to take a
conservative approach with respect to executive remuneration and to have robust
processes in place to support, and publicly justify, the decisions made. Responsible
Ministers will be focused on the transparency of executive remuneration, and expect to
see this reflected in EQC's annual reports.

° Wellbeing Focus: | expect EQC to be cognisant of the Government's focus on
wellbeing. | am aware that the Board has already taken steps in this area with a focus
on employee wellbeing and | encourage EQC to continue to develop reporting
frameworks that recognise this focus. | am supportive of the reporting frameworks
(such as Integrated Reporting) being adopted, to varying degrees, across the Crown’s
commercial entities, which are increasingly being used by companies internationally.

o ‘No Surprises’ Policy: | expect you to maintain a ‘no surprises’ policy and to inform me
well in advance of any material or significant events, transactions and other issues that
could be considered contentious or attract wide public interest, whether positive or
negative.
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Other Matters

| refer to Output Class Two (Customer Services) in the 2018/19 Annual Report, where not all
of the performance targets were achieved. | expect EQC to have strategies and processes in
place to make sure that the performance targets for financial year 2019/20 and financial year
2020/21 are achieved.

Engagement

The Treasury is continuing its focus on engaging closely with entities across the Crown’s
portfolio to better understand the strategic issues, risks and influences on entities’ financial
performance. In light of this continued emphasis on close engagement, | would like the Board
to continue to work closely with the Treasury as EQC works to achieve its strategic goals.

If you have any questions or require further clarification on any of my expectations, please
contact Lars Piepke (Principal Advisor, Commercial Performancei on h or Lee
Goodman (Analyst, Commercial Performance) on Alternatively, you can

contact Shelley Hollingsworth (Manager, Commercial Performance) on at the
Treasury.

| would like to congratulate the Board and management for the work you have done to
improve the culture of the organisation with regards to customer service and the focus on
resolving outstanding Canterbury claims, as well as ensuring EQC is well placed to respond
to future natural hazard events.

Yours sincerely

Hon Gfant Robertson
Minister Responsible for the Earthquake Commission

cc: Sid Miller, Chief Executive, Earthquake Commission, PO Box 790, Wellington 6140._
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