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Date:   27 March 2018 CM-1-3-15 
 
To: Audrey Sonerson, Advisor to the Independent Ministerial Advisor on EQC 
 
CC:  Christine Stevenson, Independent Ministerial Advisor on EQC 
 
From:  Shelley Hollingsworth, Acting Manager, Commercial Operations – Strategy and 

Policy 
 
EQC Monitoring Function 

Monitoring 
Monitoring of EQC as a Crown agent is nested in a process that is designed to 
accommodate ministerial interests and direction with the accountabilities of the Board, 
who are ultimately responsible for entity performance. For Treasury, monitoring is a 
combination of a number of things, with the most significant components beings the 
annual planning process and the utilisation of an active relationship management 
function.  From a stewardship perspective, monitoring is ultimately about entity 
performance overall, and, in relation to Ministers, about navigating alignment between 
ministerial expectations and entity performance.   
 
Historically, prior to the Christchurch Earthquakes, EQC was a very small organisation 
with approximately 20 staff. At the time the Natural Disaster Fund (NDF, $5.9b 
excluding reinsurance) represented 98% of EQC’s assets. Consequently EQC was 
primarily monitored as a Crown Financial Institution (CFI) as its role fell under the 
exclusive domain of the Minister of Finance. This was also reflected in the 
organisational focus which saw over 70% of expenditure directed toward policy advice 
and management of the NDF.   
 
The Christchurch sequence saw the rapid expansion and effective repurposing of the 
organisation to oversee a new ‘rebuild’ mandate and to manage unprecedented levels 
of claims. This also resulted in an effective split of the ministerial portfolio, with the 
Minister of Finance essentially retaining financial powers and oversight of the risk 
transfer aspects of the entity, and the Minister for EQC (and the Minister for Canterbury 
Earthquake Recovery) focussing more on rebuild and resulting policy issues.  This 
allowed for focus to be given on both the systemic issues (longer term) and rebuild 
issues (shorter term), with the needs of both Ministers being met. 
 
Given the importance of the risk and liability management activities undertaken by the 
CFIs and the importance of CFI assets on the Crown balance sheet and their potential 
influence on fiscal decisions, Treasury’s advice to the new government was that 
appropriate oversight and powers be retained by the Minister of Finance across all 
CFIs i.e. to retain two separate Ministers in respect of EQC.   Items 4 and 5 (attached) 
provide an example of our six-monthly reporting to the Minister of Finance on the 
performance of the CFI assets and on the EQC Claims Lability.   
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The role of the Relationship Manager  

The Treasury appoints Relationship Managers to lead on managing the relationship 
with entities.  This role is not built purely around scheduled reporting and engagement 
milestones but is more dynamic.  Engagement frequently includes emails, meetings in 
person, and phone conversations with one or more peoples from any entity.  
Relationship Managers are expected to become experts regarding the entities they 
monitor. 
 
As has been the case with EQC, Relationship Management is a dynamic process 
which needs to reflect the type of entity being monitored and the entity’s operating 
environment.  Consequently from time-to-time the level of engagement by Treasury will 
expand and contract.  For a significant period now, the typical engagement cycle with 
EQC sees our Relationship Manager in daily contact with various persons in the 
company, but more generally, weekly engagement would be the norm.  At a minimum, 
engagement with the CE occurs on a quarterly basis with the relevant Treasury 
Manager.  The role of the Relationship Manager (and Treasury, more broadly as 
monitor) is not to engage operationally in substitute for the entity, but to help 
stakeholders navigate and monitor expectations, contribute quality thinking to the 
institutional dialogue at appropriate junctions, and provide an independent perspective 
(for the benefit of Government). 
 
The role of the Board  

EQC is governed by the Board of Commissioners appointed by the Minister.  The 
Board is responsible for exercising EQC’s powers and performing its functions 
contained in the EQC Act.  The Board is ultimately responsible for all operational 
decisions of EQC.  Engagement with the Chair would typically occur on an ad hoc 
basis depending on the nature of issues at hand, and with the Board as a whole, 
formally twice a year on average. 
 
The role of the Minister 

Under the Crown Entities Act 2004 EQC must provide its draft Statement of Intent 
(SOI) and Statement of Performance Expectations (SPE) to the responsible Minister for 
comment.  When the responsible Minister is comfortable with the content of the SOI, 
the Minister tables it in the House of Representatives.  A Crown entity’s responsible 
Minister may also, if the Minister considers it necessary or desirable, require the Crown 
entity to provide a new SOI at any time. 

The SOI is one element of a Crown entity’s overall strategic, planning and reporting 
documentation.  Other documents which are also externally published include the SPE 

and Annual Report.  
 
The SOI sets out the entity’s Strategic Objectives, Nature and Scope of Activities, How 
it will deliver, Capability, and Performance assessment.  By contrast the SPE sets out 
over the one year horizon what will be delivered, how performance will be assessed 
and forecast financial information.  EQC then report against the SPE in its Annual 
report.   
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Treasury reviews the draft SOI and SPE and provides feedback to the EQC and 
ultimately reports to the Minister on these documents, which are typically a revised 
draft.  Item 1 (attached) demonstrates the Treasury’s engagement with EQC in 
preparing its SOI. 
 
Effectively through the SOI process the Minister engages, subject to EQC’s powers 
and functions contained in the EQC Act, where necessary with respect to the strategic 
direction of EQC.  As EQC engages with the Minister on its upcoming draft SOI and 
SPE there may be opportunities through the strategic direction of the SOI and 
performance metrics contained in the SPE to further focus EQC performance toward 
achieving the Minister’s priorities.    
 
Frequency of engagement with the Minister is at the Minister’s discretion and varies 
considerably.  
 
The quarterly reporting process 

Based on both the size and complexity of EQC’s operations post Christchurch the 
reporting requirements of SOEs (and most of the other Crown entity companies 
Commercial Operations monitor) were effectively extended to include EQC. 
 
The requirement to provide a quarterly report is not a legislative requirement but 
however an effective way for a board to communicate with shareholding/Responsible 
Ministers, and/or monitoring agencies, on the entity’s operations and performance. 
 
The quarterly monitoring report was established by the Treasury to monitor items such 
as claims settlement progress, financial performance, forecast depletion of the Natural 
Disaster Fund and to track performance against EQC’s SPE targets.  Item 2 (attached) 
is a copy of the most recent quarterly report. The quarterly reporting cycle acts not only 
to inform the relationship manager of EQC performance but as a good basis to 
structure performance discussions around.   
 
Due to the historical arrangements between the Minister for EQC and EQC, whereby 
regular direct reports were provided from the entity to the Minister, including monthly 
reports on the resolution of claims, the Treasury has not produced a separate quarterly 
report to the Minister.  Instead, it has used the quarterly report itself to track progress 
and to hold EQC to account.  We’ve included in item 3 (attached) an example of 
correspondence to this effect, although we note that most such feedback is provided 
verbally at in-person engagements which typically result in the most valuable 
exchanges.   
 
To accommodate changing Ministerial preferences, we suggested to the Minister  
pre-Christmas that we could put up this report to the Minister each quarter with a 
Treasury cover report noting engagement and performance tensions.  We have not yet 
been able to execute on this given competing demands by the Minister.  
 
There are many times where Treasury, as part of its monitoring role, engages with 
EQC but this does not result in a report to the Minister for EQC.  An example of this is 
item 6 (attached) where the Treasury has worked with EQC to include a specific 
“Treasury Comment” and “Legal Comment from Treasury”. Another example relates to 
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the engagement which occurs around the regular cash flow reporting from EQC to the 
Treasury (refer to meeting notes – item 7). 
 
Ad hoc advice 

The Treasury as monitor plays an important role in providing independent advice, 
separate to that information provided by the entity itself.  This independent perspective 
is an important element of the governance structure for EQC and is particularly critical 
with respect to anything that involves financial arrangements and statutory powers or 
obligations. Items 8-17 in the subsequent table of attachments are examples of this 
type of advice (all provided by the team responsible for monitoring EQC). 
 
Attachments Provided 
 
Note: All of the following attachments are provided In-Confidence and have not been 
cleared for public release. These documents are being released to the Ministerial 
Advisor on the basis that they will not be forwarded on to any other party. The Treasury 
notes that advice (Treasury Reports, Aide Memoires or other advice) to the previous 
Government is not to be released to any Minister in the current Government without the 
explicit approval of the Chief Executive of the Treasury. 
 
Item        Title 

1. Earthquake Commission Statement of Intent and Statement of 
Performance Expectations for 2016/17  

2. EQC Quarterly Monitoring Report 2017/18 Quarter 2 
3. RE: Quarterly Reports  - example of correspondence (x3) 
4. CFI Monitoring report December 2017(draft) and December 2016 
5. Aide Memoire: Update on the EQC Claims Liability 
6. Earthquake Commission briefing: Settling Canterbury Drainage Claims  
7. Meeting notes: Discussion with EQC re. April 2017 Cash Flow Report 
8. Aide Memoire: Rebuilding the Natural Disaster Fund 
9. Inquiry into EQC: Updated Draft Terms of Reference 
10. Earthquake Commission: Briefing for Incoming Minister 
11. Earthquake Commission: 2018/19 Letter of Expectations 
12. Earthquake Commission: Crown Guarantee 
13. Earthquake Commission: Crown: Inquiry Options 
14. EQC Risk Financing Framework 
15. Aide Memoire: EQC Reporting Dates and Recent Publicity 
16. Aide Memoire: Update on the EQC Claims Liability and HYEFU 2015 

Forecasts 
17. Aide Memoire: Update on EQC Invoicing for Excess in the Canterbury 

Home Repair Programme 
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