& of Hon Bill English

Deputy Prime Minister
Minister of Finance
Minister Responsible for HNZC

23 FEB 205

Keith Taylor

Chair =

Government Superannuation Fund Authority
PO Box 3390

WELLINGTON 8140

DearKeith

ANNUAL LETTER OF EXPECTATION

I am writing to eanvey my expectations of the Governiment Superannuation Fund Authotity as
it begins' working on its 2015/16 Statement of Performiiance Expéctations (SPE) and; if
applicable, its Statement of Ihtent (SO).

Priotity Expestations applicable to all Crown Financial Institutions

Returns: A prime focus for Ministers Is that Crown Finangial Institutions (CFls) achieve
long ferm performance objectives. The Crown has a long term perspective on
. ahd ackniowledges that returns will vary from year to year, sometimes due to
able factors. Emphasis will continue to be placed on longer
. stances where the fonger term refurm is persistently below the
performance objective; I expect the CFl to review the appropriateness of its investment
strategy. Furtheriiore, where active managenient or othier-value adding strategies are
employed, achieving refurris Ini excess of benchmarks after investment management
feas and other operational costs is expectad. |

Crown Risk Management: The managemeit of financlal isks at an aggregate level is
of growing importance for the Crown. [ have tasked the Treasury to work in this space
and [ ask that you engage with the Treasury whehrequired to stppor his work. While
work is at an early stage, part of the aim is to determine appropriate risk’ seftings -
across the Crown balance sheet.

Investment Management Expenses: Notwithstanding the expectation for (CFls to
olitperforth investment objectives after invesiment manhagefment coss, each should

also ensure that the costs incured In implementing its Investment strafegy Hre
appropriate inthe context of managing Crown assets.

Investment Review; We expect CFl boards to review major past irvestment decisions
to assure themselves that the benefils claimed when such decisions were made are in
fact being realised. Qur expectation is that: such reviews are made available to
Ministers. The CFls are increasing investmentt in non-listed investments and we think
scrutiny by the owner for the larger investments is warranted.
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. Collaboration: While the individual objectives and investment strategies differ across
the CF1 poitfolio there is a material level of crossover in the operational investment
activities of the CFls, My expectation is that the CFls will continue to identify
oppcrtunltles and lmptement strategies fo achieve operational synergies and cost
efficiencies through sharing of resources and intellectual capital.

General Expectations

Expectatlone in previous years’ expeetatlons Ietters continue to apply in 2014/15 and the
forecast ‘petiod. Particular regard shcaulct be given to the following:

» OIA reQUEsts he Office of‘the Minister of Finance is to be advised by the entity when

it receives a reguest under the Official Information Act and of the proposed response.

e "no. su rises” policy and to inform
sactions and other issues
nterest, whether positive or

that cou[dx be considered contentiotis or attract wide public
negative.



Engagement

My expectation is that you and your executive: will continue to engage: openly with the
Treasury during the year, With respect fo this letter, if you have any quesflons or require
further clarification on any of my expectations, please contact Kirsty Flannagan at the
Treasury in the first instance.

Yours sincerely

/4

Hon Bill English
Minister of Finance

c¢  Simon Tyler
Chisf Executive
Annuitas Management Limited
PO Bopx 1036
Wellngton 6140
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