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10.00am Powhiri

10.30am Opening address

10.45am Kapu ti

11.00am Session One - Recap and Updates on Education PPP and

Relationship Model
12.45pm Kai

1.15pm Session Two - PPP material - draft PPP standard contract and
other opportunities

2.15pm Session Three - Other opportunities - areas of focus and
process for search

3.15pm Kapu ti

3.30pm Next steps
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August Wananga - Reflections
(()3 g g

We can invest in infrastructure;

We should invest in
infrastructure;

We can only invest in
infrastructure if we do it
together; and

The time is now.
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August Wananga - Reflections

e Limited window of opportunity for lwi to take a
Kia tere leadership role
* We need to move quickly

* Much to do to maximise opportunities
* Momentum, capability and scale are key

Mahi Tahi This means we must work together

* Relationships are the key to success - between lwi,
with central and local government, with the private
sector

Whanaungatanga
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/()3 August Wananga — Action Points

This wananga is
intended to
continue
discussions on
bringing an Iwi
consortium to
engage in
infrastructure
investment.

<

—

An open process for bringing
together an Iwi Consortium that can
\put in competitive bids for PPPs.

4 )

-

lwi should be able to participate as
prospective investors or observers.

\L

/
)

/
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Education PPP — Overview

Key A PPP to finance, build and maintain school property over a long-term

contract - probably around 25-35 years
Parameters P Y Y

Assets will be the new school property built under the PPP

Board of Trustees continue to operate the school

Government retains ownership of the land, and ownership of the assets
would revert to the Government at the end of the contract period

First Education PPP will be small, for two to six schools

The specific schools will not be known until closer to tender
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What is the MoE looking for?

A stronger focus on price competition and assessing the cost
of an asset over its whole life.

e —

A series of KPIs. If these are not met deductions will be made
to payments to the PPP contractor.

What does this
mean forour T . ) ) ) .
olans? Probably small, one-off projects. Larger projects will wait until
' enough institutional knowledge and experience has been
developed.
Corrections has engaged a project director from the UK to
lead its project team and the Ministry will seek a similar

specialist.
\
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7

Goals for the PPP method of procurement
[ :

What does this
mean for our
plans?

<

A modest saving similar to what has been achieved in
Australia.

Boards of Trustees and school leadership no longer have to
worry about maintaining school property, freeing up their
time and energy.

Improved maintenance of school facilities to an agreed
standard.

Transfer of risk to the private sector — for example — leaky
buildings would be the clear responsibility of the private

sector.
\.
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O

Project
Process

Cost/
Uncertainty

(risk)

Key Services

e Projectscope/definition volatility

e High level costing and estimates

e Timeframe to delivery/procurement

e Availability of funding

e Completion for priority

e Commercial terms

e Marketappetite and capacity to deliver

e Resourcing
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e Commercial terms/framework

e Non-conformance

e Counterparty risk/reliability
e Negotiations

e Contract reliability

e Resourcing

e Financing

The PPP procurement process — where are we?

The Government is currently here in the process:
The ‘Stage Two’ business case is being prepared

Co T T P T N ' Contract/ | VfM Assessment/ !
Service/Project ! . . Business ! - ! Negotiate/ ! ! . i
I 1 Options analysis | ' Procure i Bidassessment | 1 Performance Benefits '
definition H H case(s) H H H Contract H | . |
i i i i i i\ management realisation :
Construction and
Feasibility Procurement Operations
Inception Prioritisation/ Financial close/ Final
Commitment Contract execution completlon

e Governance structure
e Resourcing

e \Variations

e Enforcement

e Default

e Performance monitoring
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A tender process could begin in the second half
@
of next year

Milestone Date Activi
(calendar years) ctivity

Late 2010 Stage two business case submitted to the Ministry

April 2011 Cabinet approval for stage two business case and approval to issue
requests for Expressions of Interest (EOI)

Issue expression of interest and evaluate responses

2nd quarter 2011

Request for Proposal (RFP) issued

3rd quarter 2011 RFP responses evaluated

4th quarter 2011 Contract negotiations and financial close
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Next steps

Form
consortium
with
appropriate
skills

Decide
whether to

pursue
formal PPP
bid

Getting bid
ready

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure

Prepare and
submit
Expression
of Interest

Prepare bid Submit bid

Taking part in a
competitive PPP
process
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Collaborative Structures — Mana Whenua

*Previous wananga recognised that the principle of mana whenua could be reflected
in the deal structure and governance arrangements.

*Range of ideas about how this could be achieved, however:

* |s it appropriate to give a certain percentage to mana whenua, irrespective of
Profit Share whether they are active investors?

* Most participants thought mana whenua should be recognised by having
RFR/Buy In automatic:
Rights * right of first refusal if the investors sell the investment and/or
* right to buy into the investment on preferential terms

* Should mana whenua be reflected in the governance arrangements and if so
how — e.g. should mana whenua of the place where the investment is
occurring automatically having the right to hold the position of Chair?

Governance

Maori Economic Taskforce * Iwi Investment in Infrastructure 15




Collaborative Structures — Mana to Mana
Relationships

*Mana to mana relationship could be seen as separate from, but overarching,
the commercial venture. Two tiers of relationship that ought to be
recognised in the governance arrangements:

*Relationship vests with tribal leadership, who are responsible for the
political level relationship

*Creates a broad and enduring relationship
*Tribal leadership sets vision and direction for commercial relationship

* At the commercial venture level, the relationship is specific to particular
commercial transactions/arrangements

Transaction *The relationship at this level is carried by professional/technical support
to give effect to the directions of the tribal leadership
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Collaborative Structures — Mana to Mana

Relationships Cont’d

Governance
arrangements for
co-investment
should reflect the
following
principles:
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Equal voice at the governance
level;

Consensus based structures —
governance arrangements should
support decision making by
consensus wherever possible;

Tension with economic interest —

where economic interests are

unequal between Iwi partners, the

governance arrangements should
still try to provide for equal voice
at the governance level.
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5 lwi Afforestation Partnership —a model for
@

collaboration?

A real-life
template for a
commercial
collaboration
vehicle built on
kaupapa Maori
principles

A

e

5 Iwi collaborating on a carbon farming initiative

J

Sole purpose of the vehicle will be to pursue carbon
forestry opportunities on the land to be gifted by or

leased from the Crown

J

relation to the aggregate forest holdings of the
group

N
Shares in proportion to each Iwi's forest holdings in

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure

18



/()3 Key principles of Afforestation Partnership

A limited
partnership
structure with
these principles
underpinning the
partnership

To be guided by consensus-
based decision-making by the

\Iwi partners as far as practicable.

4 )
To set a precedent for
commercial collaboration
between Iwi
\_ y,
\

/

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure
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Shareholder Council

Limited Partners

A

4 )
Ngati Tuwharetoa Te Uri o Hau Ngai Tahu Ngati Awa Tainui Board of Directors
l J
General Manager
\_ | y
e .
h Partnership Agreement
Shareholders’ Council Consensus based on decision making in the first instance, followed by voting based on
economic interest.
Iwi Carbon Fund LP Votes to be cast by Shareholders’ Councillors
\- J Special Resolutions (75%)

Limited Partnership
Major investment in/divestment of assets

Variations to partnership agreement or investment mandate
Removal of general partner/appointment of new general partner

Forest Assets Variations to manner of operation of general partner
Approve variations of partnership composition (or termination)
Land leased from/gifted by Capital raising
Crown Changes to constitution of general partner

Changes to role/composition of shareholders’ council

General resolutions (>50%)
Other Matters
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One representative from each Iwi
Sets overall objectives for the venture
Shar ehol Appoints Board

. Reports to shareholders
Council Consensus-based decision-making — all Iwi obliged to make a genuine
effort to engage and collaborate and reach consensus where possible
If consensus cannot be reached, then voting based on economic interests

One chair and four directors
Oversees the strategic plan and business plan

Board of Appointed on agreed criteria (e.g skills and experience)

Independent — (i.e. not on the Board of an Iwi Holding Co. or member of an
Iwi Authority)

Three year terms

Succession planning — alternate directors

Directors
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Q Other considerations

_— | Nature of business

Additional capital contributions in proportion to economic interests
Other key
provisions in Partnership life limited to 70 years
the —— .
. Stand-still period of three years. Can sell after this, but other partners have FRR on a pro-

partnership —=< rata basis
agreement
and If other partners do not wish to purchase, then can sell to any party
investment
mandate Tag-along provisions

*Other shareholders can tag along if an offer received for more than 50%

~—— [No drag-along provisions ]

eCannot compel other shareholders to participate in an offer received
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0 Other considerations cont’d

o Minority buyout rights included ]
Other key Board sets distribution policy ]
provisions in
the
partnership —=< Disputes — Iwi to agree upon a tikanga-based framework as a first approach ]
agreement
and
iInvestment A change of control in one of the partners would be deemed issue of a sale notice ]
mandate

Limited partners cannot encumber their shares without approval of other partners ]
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« What do we need to do to be bid ready?

/()3 Discussion and feedback

MoE PPP

* |sthe 5 Iwi Afforestation Partnership a good

Relationship starting point?
Models Are there other models?

How should we accommodate mana whenua?

Integrating mana
whenua

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure 24
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/()3 Draft PPP contract

e |ssued by the National Infrastructure Unit of the Treasury
for consultation.

\

J

N
e Gives an indication of the commercial principles that will

underpin a PPP as well as the accountability expectations

J
N
e Commentary on the areas that may be of most concern
to both the government and potential bidders follows
J

Maori Economic Taskforce * Iwi Investment in Infrastructure 26




Q What we will talk about

What are the
implications of
the terms to
lwi as a PPP
participant?

<

S —

pom— [Role of the PPP Contract

[General comments

[Overview of the draft PPP Contract

[Specific Issues

e Crown Sites

e Risk Transfer

e Payment Mechanism — Value Testing
e Payment Mechanism — Refinancing
e Crown Step In

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure



Financier
Direct
Deed

Role of the PPP contract

* There is a hierarchy of contracts and agreements that exist in a PPP project.

The PPP contract sits above all others.

* The following diagram illustrates the contractual relationships and contracts

that exist in a PPP contract:

Government

Major Sub —Contractor Department Major Sub —Contractor
Direct Deed Direct Deed

PPP Contract
Facilities
management

company Contractor i
. . - rovider
Construction Sub (Special Purpose Vehicle) Facilities P

Construction

Contract Management Sub
-Contract
o Equity
enior i
. roviders
Lenders Loan and Security HOldmg Company f)ma include
Documentation (Holds shares in Y .
Contractor) Shareholder Construction
Agreements company ete
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Q General comments

e Expectations of contractors are high — e.g. financial AND

performance audits
J

N
e Documentation and information requirements are stringent (though
consistent with those expected of asset management companies)

e [nsurance requirements also equate to those of a landlord

e Relationships, relationships, relationships
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Overview of the Draft PPP contract

. o \

The draft contract is in ‘vanilla’ form

\. J
4 )

Primarily drawn from Australian and UK schools, prisons and
health PPP contracts

\. J
4 )

The contract reflects DBFM elements for social accommodation-

Background kbased infrastructure )

e DBFM — design, build, finance, maintain
4 N\
The NIU expects 80% of the contract to be relevant to specific

operational-focussed, user pays and infrastructure contracts
L J

4 N\
Matters specific to individual PPP projects will be dealt with in the

schedules to the PPP contract
R \_ )

e e.g. payment mechanism, commercial principles (including risk allocation)

Maori Economic Taskforce * Iwi Investment in Infrastructure 30
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0 l. Crown Sites
 During development of the contract there was some debate over the use

that is granted by the Crown to the Special Purpose
Vehicle (SPV) to utilise Crown sites for the PPP contract.

Lease

of a lease or a

e Grants a legal interest in e Grants a right of
the land occupation to a specific
party

Maori Economic Taskforce * Iwi Investment in Infrastructure 31



(()} . Crown Sites continued

7

The NIU has stated that the land and
facilities will be owned by:

J

.

3

The Crown for
accounting purposes

7

J

.

The Private sector for
taxation purposes

~

J

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure

This may have some taxation implications, but is still under consideration
by Ministers
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0 Il. Risk transfer — Site and consent risk

The contract transfers the majority of site risk to the private sector

These kinds of risks will be mitigated to a certain extent by technical
reports

Given the size of the projects there will be an element of hand holding
during the consenting process

If the risk is known prior to contractual close, bids will be adjusted for
the additional cost. If the risk is discovered post contractual close, this
risk becomes the private sector’s
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Il. Risk transfer — Changes in law

 When this impacts on the operation or construction costs of
the project, in theorythis risk sits with the private sector
General Change (e.g. a requirement to change the type of paint used in all
in Law school construction projects)

* No guarantee of compensation

Changes in law * This will be paid for by the Crown (e.g. consider
specifically requirement to implement cell phone blocking

di d at th technology in prisons)
lizgied ELUDe * No guarantee of compensation
asset
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lIl. Payment mechanism — Value Testin
o P :

 The Unitary Charge will include a percentage of the total payment that is
subject to escalation by CPI

% of total payment subject to
CPI escalation

e a

Unitary Charge ——<

 Market testing is undertaken to test CPI pressures for ‘reviewable services’
that are included in the PPP contract (e.g. window cleaning)
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V. Payment mechanism — Refinancing

Private Sector element

e This is a key area of profitability for the private sector given that re-financings occur approximately
every 5 - 7 years

e This is also a high risk area for the private sector
* Proposed 50 percent share in any refinancing gain

Crown element

e Any refinancing must be approved by the Crown

e The gain will be in the form of a single payment or, most likely, in the form of a reduction in the
Unitary Charge

e The Crown will not take a down side share in re-financing losses

This section of the contract will be subject to high levels of scrutiny and comment by PPP market players
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0 V. Crown Step In

e Critical to the Crown because it is the last line of protection from
significant financial costs

‘{ Where the Crown steps in due to: l
r N\ [ ‘ : N
Contractor default (the most Other reasons (e.g. change in
unlikely of the scenarios), this will political party), this effectively
result in financial loss to the refers to a termination of the
Contractor (e.g. they will not contract and the Contractor will be
_receive their equity return) ) | compensated y
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/()3 Discussion and Feedback

 \What does the contract meain terms of:

* Preparing our bid

* Considering our involvement in a formal PPP bid
process

e What do we want to feed back to the Government
regarding the contract?
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0 Determining investment criteria

4 N\
— What sectors do we have experience or relationships
in?

) —
.../

What sectors do we want to get experience and
relationships in?

Where do we UBBBBBBBBEES——————————————,
want to

) —_— Are there any sectors we have a particular interest in?
Invest?

~
-
What are the key risks associated with sectors of

interest?

 —
../

Are there any sectors we want to avoid?

\. J

Maori Economic Taskforce * Iwi Investment in Infrastructure 40



0 Determining investment criteria

How much are we prepared to invest?

What sort of return do we want to get? When do we want to
get it?

How do we Do we have a preference for equity or debt investment?
want to invest? _
—_— How much risk are we prepared to take on?

How much control do we want over our investment?

How do we need a co-investment structure to work?

What liquidity do we want in our investment?
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Next steps?
o

What are the
next steps to
identifying and
progressing
other
opportunities?

—

g

s

Agree what is of interest to a group of you

.

s

Agree how much cash you can commit

.

s

Find a suitable project

.

e Where you have a competitive advantage
e |dentify possible Design and Build contractors etc.
e |[dentify potential funders

[Approach the Crown with your proposition

Maori Economic Taskforce ¢ Iwi Investment in Infrastructure
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@ Discussion and Feedback

* How do we agree to the specific areas we want to
focus on?

e How do we commence the search for other
opportunities?
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P,
/()3 Where to from here:

 What is our preferred role and level of involvement in
the MoE PPP?

 Can we agree a broad framework for the consortium
SPV, to be further developed?

 What is the process going forward? (e.g. should we form
a working group?)

 What are the next steps for seeking private sector
partners and other players?
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Date/Venue

15 November

Proposed Wananga Programme

Kaupapa

Confirm framework for iwi consortium — agreement in principle?

2010 Report back on Iwi consortium members
Hawerd * Review progress against generic PPP material
* Report progress on asset identification
7 December * Refine legal and commercial arrangements for Iwi consortium
2010 * |dentification of private sector partners
Ngaruawahia * Begin preparation of Expression of Interest for Education PPP
* Report progress on proactive asset identification
17 and/or 18 * Confirm consortium arrangements, including any partners
January 2011 ° Continue preparation of Expression of Interest for Education PPP
Orakei * Report progress on proactive asset identification
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