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Alex Harris
Fvi-request-974-a78ddc4f@requests.fyi.org.nz

Dear Alex Harris

Thank you for your email of 1 July 2013 to the Ministry for Primary Industries in which you have
requested under the Official Information Act 1983 (the OIA) the following information:

e All advice on the establishment of Crown Irrigation Investments Limited.

e Whether the company will be covered by the OIA.

Crown Irrigation Investments Limited, like all other Crown-owned companies listed under the
Crown Entities Act 2004, will be subject to the OIA.

The attached table lists all the documents identified and the reasons for withholding or partial
release of some documents.

You have a right under section 28(3) of the OIA to seek investigation and review by the
Ombudsman of my response. A request must be made in writing to:

The Ombudsman

Office of the Ombudsmen
PO Box 10 152
WELLINGTON

Yours sincerely

L
UAA A N—

Michael Jamieson
Director, Strategy Systems and Science

Policy

Strategy Systems and Science

. . Pastoral House, 25 The Terrace, PO Box 2526
Growing and Protecting New Zealand Wellington 6140, New Zealand
O Telephone: 0800 00 83 33, Facsimile: +64-4-894 0300
Www.mpi.govt.nz
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Priority — High Security Level — Commercial: In Confidence
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18 January 2013 Document Number: B12-421

Candidates for Appointment to the Crown Irrigation
Investment Company Establishment Board

Purpose:

This brief provides you with a list of potential candidates for you to co
the Establishment Board of the proposed Crown Irrigation Investme
consider candidates from outside those provided in this paper. T
of a skill list for members of the Establishment Board and subseq

Minister Action Required: L5, ister’s Deadline
Note that this brief provides: @
a. a list of potential candidat intmentio<\ | BY Monday 28
the Establishment Board opose wn~( January to give
Irrigation Investme : and officials sufficient
; time to check on

b. a list of skills desire stab :
Minister for Board and subs s 8 Can?'ﬁfs P
Py | e o o ol | ma atr
Industries Minister of Fi i ing the-¢andidates; fo Cabinet pap

Agree to s to officials for | Appointments and
appointm Honours Committee
Agr on 12 February

2013.

draft
e

Not \fﬁe co \t‘ﬁfs brief: and

Eiralif; of e thaty I e consulted by the Minister for N/A
~—pPrimary @r s on the candidates.

cCc Aé\gciatéhmniste?l&{r/grimary Industries

o s
ntact for te e discussion (if required)
N\

Name Position Work After Hours
Responsible lain Cossar Director, 04 894 0470 029 894 0470
Manager Sector Policy
Principal Author Prakash Narayan | Senior Analyst 04 894 0690
Supporting Damian Diack Advisor 04 894 0123

Author




Brief: B12-421

Key Messages

1. On 12 December 2012, the Cabinet Economic Growth and Infrastructure
Committee (EGI), having been authorised by Cabinet to have Power to Act [EGI
Min (12) 29/5 refers]:

a. agreed to establish a Crown-owned company to manage the
Crown’s investments in regional water storage and off-farm |rngat|o

infrastructure;
b.  agreed to authorise the Shareholding Ministers to approve th
of reference for the appointment of the Establishment Bo d
d

company, and to determine the skill set required of th

E. noted that the Minister for Primary Industries will s t of
candidates to Cabinet for appointment to the Est o nt Board.0

the proposed Crown-owned company.

2. A Steering Group of senior officials has been est ove ork o
the proposed Establishment Board. The Steeri g rou co senlor
officials from the Ministry for Primary Industri Trea e Services
Commission (SSC) and the Department a@ inist Cabinet (DPMC).

Skills desired on the Establishment Board

3. The Steering Group has identifieg
Establishment Board as a wiiele
a. commercial and leg S
b. banking/financeli f;

c. ability and atrac of ne nd concluding complex
transactions;
d. establishing.an 2 pany;

Ilow@@ required by the

e. underst% ‘ - and processes and ability to engage with
Minigters a (o] g ent officials;
f. frans -@'J due dilig &
p and-credibility with the rural/primary sector; and

g.

.ddition, an skill set, as outlined by Crown Ownership Monitoring
, whil ical to an Establishment Board, may be useful when
consi ndidates for longer-term appointment to the company Board:
nce, senior executive or similar experience.

An ability to communicate clearly, both orally and in writing.
The ability to take a broad perspective on issues.
Common sense, integrity and a strong sense of ethics.
Organisational and strategic awareness.
An appreciation of the role of the Crown as a shareholder.
Knowledge of the responsibilities of a director and an ability to distinguish
corporate governance from management.
Strong financial literacy.
A well-developed critical faculty.
The confidence to ask questions.

ST @m0 a0 oW
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Brief: B12-421

k.  An ability to work in a team.
l.  Sector knowledge.

5. Candidates need to have sufficient time to be able to commit personally to this
project, and they need to have the confidence of the Government, potential
scheme proponents and investors. Candidates must be committed to the
intentions of the proposed Crown investment.

6. Itis important that the Establishment Board is led by a chair with strong §

leadership skills and knowledge of the primary sector and/or irrigatio
infrastructure and/or financial investments, and demonstrated ability
with Ministers. This is mainly due to the technical nature of the E

Board’s work, very short timeframe, and the Government’s ¢ i toa
significant investment that will drive economic growth. @

Potential Candidates for the Establishment Board ® @

7.  The Steering Group considers that a six member Boa ould bea suitable size

for establishment purposes. This will keep the Board size ma le and
bring a range of desirable skills to the Board: <%ﬂ%ﬁeering Gro as identified
the following candidates suitable for app to the hment Board.
Their brief background is attached in the dices

8. Candidates: @
a. Leadership and credibj @he farmil sector:
r)

b. Commercial/ba ' : ‘

Michae}W omm ister) - preferred

Alison-Patersen member of Landcorp) - preferred

Ca Gl's er (of unds Management Ltd) — preferred

ay 3

(fo
ribbn & Chair of NZ Post) — preferred
use (form EO of Auckland Airport ) - backup
Dawspn (former CEO of KPMG New Zealand) — backup

% Murra rmer head of Treasury and ANZ-NZ) — backup
ormer Senior Solicitor — Finance and Transactions at

Ab
{2:)} ) — backup
» c. lIrrigation/Engineering/Construction background:

e Terry Heiler (irrigation consultant) — preferred but already committed to
[rrigation Acceleration Fund
e Dave Faulkner (former Managing Director of Fulton Hogan Ltd) — backup

[ ]
|
9]
=h
@
-_
Jui]
=
—
—
wn
o
=
-
X

°
O
=
=%,
7
~
1.3
<
O

o

9.  You may consider candidates from outside the above list. The above
candidates have not yet been contacted to check on their availability. This will
be done prior to you taking a paper to Cabinet Appointments and Honours
Committee (APH). For this reason, officials recommend that you select a
preferred list of six candidates and a backup list of six.
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Brief: B12-421

Recommendations

10. MPI recommends that you:

a  Note that on 12 December 2012, the Cabinet Economic Growth and
Infrastructure Committee noted that you will submit a list of candidates to
Cabinet for appointment to the Establishment Board of the proposed
Crown lrrigation Investment Company;

b) Agree on the skill set required by the Establishment Board and
subsequent Boards as outlined in paragraphs 3 and 4 above;

C) Agree that the Establishment Board comprise five
a chair; &

gree

C) Note that you are required to consult with th |V|I er of Einance
finalising your preferred candidates; x @

Noted

d) Agree to provide six names for y% etoC omtments and
Honours Committee (APH) for a nt to.t blishment Board,
and you may consider the ¢ rom@ ng list (the first six

are preferred by officials main ckup candidates), or

consider candidates fr@% e this I|

B\aéﬁu/p list from officials

Preferred by offici

Jeff Grant QN ‘\ ((\]Chris Kelly

Michael Webb \ "\ QOO Abby Foote

Alison Patersan \ <\ 7| Jan Dawson

Carmel Fisher, AN Don Huse

Murray-Gribben s Murray Horn

TéfryHeiler O Dave Faulkner

e Vﬂ Agreed / Not Agreed

e) to dlrec ials to contact the candidates and draft a paper for

on 12 February 2013 to inform Cabinet the candidates

you to ta
you in pomt to the Establishment Board.
; Agreed / Not Agreed

lain Cossar
Director
Sector Policy

Hon David Carter
Minister for Primary Industries

/

/2013
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Security Level — In Confidence

AM12-132 Ministry for Primary Industries
Manatd Ahu Matua

Aide-memoire:
From: Damian Diack
Contact 04 894 0123

To: Hon Steven Joyce @
Associate Minister of Finance X
CC: Minister for Primary Industries
Associate Minister for Primary IndustﬁK

Date: 6 December 2012
ON

O\
Crown investment in irrigation infra@e- Cabinet Paper:

Notes for Ministers.

1. The purpose of the Cabinet pap %9 |% e Government's

commitment to invest in regio stora farm irrigation
infrastructure. The Cabine ets out

a. the purpose for th to inv ff-farm irrigation infrastructure;
b. the principles fo Invesin Inoff-farm irrigation infrastructure;

d company to manage the

Crown’s in ment’in spet
d. fundingor the Crown’s

2. 2012 [Brief B12-290 refers] the Ministers

ance, and the Associate Minister for Primary

icials-gutlined to the Ministers. You suggested to officials to
repare a Cabinet’s consideration in accordance with what was
tline icials. This Cabinet paper provides a pathway to proceed

| direction, with commencement from 1 July 2013.

3. The et paper recommends that Cabinet agree to set aside $80 million
as a précommitment against the 2013 Budget Capital Allowance to facilitate
the Crown’s investments in 2013-14 at the 12 December 2012 meeting of
the Cabinet Economic Growth and Infrastructure Committee.

4.  Officials estimate that $80 million will be sufficient to meet the capital needs
of the schemes that are likely to reach the lnvestment ready stage |n 2013-

1wl ga(2)([) 1
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Security Level — In Confidence

L 24 (")(J) . __ _. . commercial
advisors strongly recommend that the Crown needs to enter discussions
with scheme proponents as early as possible, and well before formal
negotiations begin.

5. Uncertainty and delays in approving the above funding commitment ca @
a. impact on the Government's ability to attract a high calibre Boar
establish the proposed Crown-owned investment company and ct
specialist advisors (the pool of suitable skilled advisors is@ﬁ?\e>
)

small and the Crown company will be ‘competing’ with sche
proponents to secure this advice);

b. impact on MP/I’s ability to deliver the programme 2 %M int
Cabinet paper as the timeline for setting up a- ned ¢

by 1 July 2013 is already tight;

c. lead to loss of momentum within schemes-that are nearl tment-

ready’ and may impact on the confiden ei%%heme p that

the Crown is willing to invest in sch impa eirability to
attract non-Crown investors; and

d. impact on the Crown's ability te a%ﬂuenc @ early
procurement and financing 2 r@ ents fi tion and operation
of the schemes. % ’C
6. The primary rationale @Q n to investin-ifrigation schemes is to

expedite the develop d’ proposals that maximise the

long term economic gr igation. This development will
be in the context-g nagement system which is based
on setting an

&? g w ifsfor water quality and quantity.
7. Crown} . wil |> the development transition through to the

sche ching financi bility on commercial terms such that private

sectorinvestment.can heéttracted to replace the Crown. The intention is to

make scheme ially viable to the extent that the market will invest
would not.

Minister / Minister’s Office

Seen / Referred

/ 12012

Page 2 of 2



Priority — High Security Level — Commercial in Confidence
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Minister's Office : :

1 November 2012 Document Number: B12- 290

Crown Investment in Regional Irrigation Infrastructure
Managing Crown Risk

Purpose:

Feedback on the proposed design and principles will allow
work required in preparation of a budget bid for Budget 2013.

O
Minister Action Required: Q\) C“ﬁ@\(sfe/r’s Deadline

- . & or circulation and
mmﬁtt‘:;'e;or I For decision @ <é:giscussion ahead of the
@ November 6 meeting
Minister of Finance For decisiogo ((\\d
&y

Associate Minister of

Finance For de\ﬂ\\%\k/ K(\\
Prime Minister (Vr?'b(\l‘%étion %
Cc: Associate Mlnlste ary /mfh.hst\?is>

Comments
This paper. ev B onsultatlon with the Treasury and the Department of
Prime - - Cabin

g Contact for telephone discussion (if required)

Name Position Work After Hours
Responsible James Palmer Director, Strategy, | (04) 894 0667 | 029 894 0667
Manager Systems & Science
lain Cossar Diregtor Sectar (04) 894 0470 | 029 894 0470
Policy
Principal Author | Damian Diack (04) 894 0123 | 021 832 228




Brief: B12-290

Executive Summary

On 10 August 2011, the Cabinet Economic Growth and Infrastructure
Committee (EGI) sought a report back from officials on possible options for
the functions, investment principles and advice on structures to carry out the
Crown'’s proposed role in irrigation investment.

The advice paper prepared by PwC/Bell Gully attached to this briefing
provides high-level guidance on some of the measures that can be puti
place to manage risk to the Crown should it choose to invest in irrigati
scheme development. These measures include: procurement stru
timing of Crown involvement, a vehicle for managing Crown in s
contractual structure.

and

ki

The PwC/Bell Gully paper builds-on advice prowded |c:|aI
which outlined potential key investment principles a ches
investing in irrigation infrastructure. This expert i s on
sector advisors extensive experience in workin proj
infrastructure investments. This advice is i rporate mto
recommendations of this briefing.

Officials have been asked to think ab ions f ce and
decision-making. There are two bro | ns pro for Ministers to
consider @
o Governance option.1> A vest lons are made at Ministerial
level. Specificall = inister for P Industries and the Minister of
Finance.

o Governa tion 2: @@demsmns are delegated to an

indepe

rd.
: X|ty v suons likely to be required (due to the size
f inves pacts on regional and national development)
decisi rms length from Ministers officials recommend
ce op e developed further. Note that this advice differs

fro at preg;sl? to Ministers which favoured option 1.

-Ane

fflcaal sidered the structural requirements for the entity that
prow iceé and recommendations to Ministers on Crown investment.
have been put forward for Ministers to consider

o Structure option 1: The investment function is led by the Ministry for
Primary Industries with input from other departments and advice from
a specialist Advisory Board.

o Structure option 2: The investment function is led by a Crown-
owned commercially-focused entity.

Page 2 of 7



Brief: B12-290

After considering the options and noting the key role IAF will play in
irrigation investment officials recommend Structure option 2 be developed
further. This option is more likely to enable the right balance between
Ministerial separation and control whilst maintaining a commercial focus.
Furthermore, the Crown-owned company model gives weight to the Crown’s
desire to invest on commercial terms.

Subject to Ministers’ decisions further work will be required to develop a
detailed framework around these options, including a detailed budget

initiative for Budget 2013. %
PANN /\é\



Brief: B12-290

Recommendations

9. MPI recommends that you:

Establish a clear purpose for Crown investment in irrigation infrastructure:

a)  Agree that the primary rationale for Crown investment in irrigation sch%;

is to expedite the development of “optimum build” proposals that i

the long term economic growth benefits from irrigation.
A@ Agrid
Establish the core requirements and objectives for %nvesty@

regional irrigation infrastructure:

b)  Agree that all proposals for Crown inve %NI nee @sftrate they

are ready to be considered for invest eeti uired business
case standards. %

greed / Not Agreed

C)  Agree that the Crown wi ﬁ@st in sch@ﬂthat are demonstrably
' ent.

viable without Crown

% %%@ Agreed / Not Agreed
d) Agree that@n Wi st in schemes that will never be financially

rcial

viable
§§ %j Agreed / Not Agreed
%gree tha th%«m will be a risk averse and reluctant investor.
Agreed / Not Agreed

y Agree that the Crown should aim to be the first investor to exit when

financial viability on commercial terms has been or can be achieved.
Agreed / Not Agreed

d) Agree that the Crown will take a minority stake in any scheme, i.e. no more
than 49% of equity in any scheme.

Agreed / Not Agreed

Page 4 of 7



Brief: B12-290

h)  Agree that the Crown is willing to accept a return below the rate of return
commensurate with the investment risk it is bearing. However it will not
forgo all returns.

Agreed / Not Agreed

i) Agree that the Crown will not tolerate other investors achieving returns
above commercial rates of returns while it remains an investor. Any su
returns should be used to accelerate the Crown'’s exit. 22

Agre@greed

) Agree that the Crown is prepared to accept relatively |g @f ret
it will not bear excessive risk. Q

& A greeg//\% eed

K)  Agree the Crown will expect and demandhi uality ga in all

respects.

©% @@ Agreed / Not Agreed
) Agree that the Crown wij I%@a high Ilsclosure, transparency
and reporting.

@ Agreed / Not Agreed
m)  Agree that thé-Cro :rwill @where operational risks are allocated

appropriately~and compr ly through sound commercial contracts

with cu nds
@ @ Agreed / Not Agreed
n Agree tha th%?vn will only invest where financial risks are allocated
ppropriat comprehensively through sound commercial agreements
@ bet\% anciers and the scheme company.

0)  Agree that the Crown does not intend to contribute additional capital over
and above its initial offer.

Agreed / Not Agreed

Agreed / Not Agreed
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Brief: B12-290

Establish the governance structure to support Crown investment in
irrigation infrastructure:

P)  Agree to investigate the establishment of a separate legal entity with a
commercial structure, focus and discipline to be responsible for managing
the Crown’s investment in irrigation infrastructure.

Agreed / Not Ag -

Q) Agree that, based on decisions set out above, MPI proceeds to f%%;
to

refine the operational design for the entity to manage the Crowin ent
in consultation with other agencies. The operational desig
further consider the specific level of control/approval rights\and oversig
Ministers are seeking over the investment process.
greed ed
) Note that equity funding of up to $400m h %et been @ated —
MPI will prepare a budget initiative for B 13. %
% @ Noted
James Palmer §§§ @ Hon David Carter
Director Minister for Primary Industries
Strategy, Systems Science
\ /12012

% E; Hon Bill English
@ @ Minister of Finance

/ /2012

Hon Steven Joyce
Associate Minister of Finance

/ /2012
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Brief: B12-290

Background

10.  On 10 August 2011, the Cabinet Economic Growth and Infrastructure
Committee (EGI) sought a report back from officials on possible options for
the functions, investment principles and advice on structures to carry out the
Crown’s role in irrigation investment [EGI Min (11) 17/7].

11.  This paper provides high-level guidance on some of the measures th
be put in place to manage risk to the Crown should it choose to inves
irrigation scheme development. This follows advice recently put f
outlining potential key investment principles and approaches t& ing in

irrigation infrastructure.
g,
is initi
also noted in the National/Act Confidence and Su

eemen
follows: “Act will ... seek reassurance that the $ inv% the
Crown Water Investment is in the national interést and doe embody
significant non-transparent wealth transfers’

13.  This briefing seeks Ministers’ feedba% hree cessary for
i

12.  Water Storage and Distribution is included in the Busi
120 Points of Action, under the Building Resources th

establishing the approach to the Cro estm irrigation
infrastructure work:

infrastruct
i. thei ins; ana|y5|s and advice to Ministers on
Crow: ent IN.r |rr|gat|0n infrastructure.

been confirmed, the detail will be
consi % a Budget 2013 initiative.

i. aclear purpose for OWN nves glonal irrigation
infrastructure;
i. the core pn@ Cro ent in regional irrigation
orm t

Page 7 of 7



Brief: B12-290

Analysis

15.  The attached paper, prepared by advisors from PriceWaterhouseCoopers
and Bell Gully, contains detailed analysis and information supporting the
recommendations.

Page 8 of 7



