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DRAFT Note for
Chris Mack re T...
Feedback from Michael is positive but before he will decide on sending he

asked if there was anything I thought should be added - I told him I.had asked you to
draft memo.

One area that has not been mentioned is FCL and Pat you will remember that it was an
area where Toll were concerned last Wednesday.

Is there something that we could put in to cover FCL?
Regards
Chris

(Chris Mackenzie

Senior Advisor

Deputy Prime Minister's Office
(04) 471 9935 or (021) 799 499)

This email is intended only to be read or used by the addressee. It is confidential
and may contain legally privileged information. If you are not the addressee indicated
in the message (or responsible for delivery of the message to such person), you may
not copy or deliver this message to anyone, and you should destroy this message and
kindly notify the sender by reply email.

Confidentiality and legal privilege are not waived or lost by reason of mistaken
delivery to you.

"William Peet”
<William.Peet@ont

rack.govt.nz> To
<Chris.Mackenzie@parliament.govt.nz
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pm cc

"Murdo Beattie"
<murdo.beattielcam.co.nz>,
<pat.bowler@russellmcveagh.com>

Subject
DRAFT Note for Chris Mack re Toll
7Apr08 imars-1797767

Chris
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Negotiations with Toll

| understand that the negotiations with Toll are encountering some difficulties around the
mechanics of the separation of the rail business (RailCo) from TTL. In particular, Toll appears
concerned that the Crown as owner wishes to own trucks and et er the LCL, freight
forwarding or logistics businesses.

This memorandum sets out my views on these issues. . would lik you to ensure that these
views are circulated to the wider Crown negotiating eam so that the i no misunderstanding.
: at would be helpful.

ance the efficiency and effectiveness
re it plays its full part in the future of

: CL or logistics businesses.

s and | require the Government to have a full
therefore not prepared to make any contractual
leli):}ﬂéthat constrain the future strategic or business
- RailCo in the medium to long term.

he assets / cl 'fthmers that go with each of RailCo and TTL. As part of this
9u1d have no difficulty with transitional arrangements that protect the

B How the parties will work together over the transitional period.

B An end date after which there are no enforceable obligations undertakings or
commitments. 1 want this to be crystal clear because | do not want to create another
NRAA type contract where both parties think one document means different things.

| am happy for the Crown’s strategy for rail to be recorded at this time and | have no objection
to “no trucks/ LCL / logistics” being recorded as part of this strategy as | fully expect to require
that to be recorded in the initial Statement of Corporate Intent (SCI) for RailCo under Crown
ownership. However, | will not accept there being any obligations undertaking or
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commitments of the Crown, RailCo or ONTRACK for the reasons outlined above, beyond the
transition period.

Solutions

| understand Toll could be interpreting the Crown’s unwillingness to include the business
model in contract documentation as a sign that rail intends to be predatory as regards the TTL
business and has an agenda to enter the trucking business.

This is not the case. If Toll need more comfort on this point | would be happy with the
following solution:

B Strengthened undertakings around the RailCo / TTL s__e]t'; ation that make the TTL and
RailCo cashflows more secure — providing always se do not constrain rail's
commercial options following the transition perio

= The Crown acquires rail and TTL and then sells TTL post-ac
were favoured by Toll | would have no pri
sale within twelve months with simila 7
but | would not see any preference to

isition. If this approach
!efn with an undertaki
nsitional protection affor J:to.the purchaser
{of this sale process:;

The pricing of the rail and TTL businesses will need to reflect the terms of the separation

arrangements.




