LEGISLATIVE COUNCIL

1014

QUESTION WITHOUT NOTICE
(Of which some notice has been given)

Thursday, 10 September 2015

Hon Martin Pritchard to the Minister for Agriculture and Food representing the
Minister for Water.

I refer to the privatisation of the Engineering and Construction Services of the
Water Corporation, announced on 14 August, 2015, I ask:

1. When did the Water Corporation Board first consider the possible sale of its
Engineering and Construction Services and when was the decision to put the
asset up for sale made?

When was the probity auditor appointed?

Did the probity auditor's contract include scrutm}r of the original decision to
put the asset up for sale?
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I thank the Member for some notice of this question.

(1) — (3) The Water Corporation has provided the attached timeling. [See tabled paper no.].
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' SALE PROCESS TIMELINE FOR ECS

Preamble:

Lower than forecast growth and demand coupled with the completion of major climate independent water sources
have resulted in the Corporation’s capital programme reducing from recent levels.

From the beginning of 2014 ongoling business reviews raised questions around continuation of an in-house
construction and manufacturing capability. These reviews identified four options: downsizing, closure, transition to
private sector or remain as is. These options were developed by management during early 2014.

stages

Executive meets Executive meeting regarding evaluation of 26-Jun-14 No
possibility of sale of Engineering and Construction
Services (ECS) rather than closure due to reduced
program.
Executive meets Executive meeting to agree to timing of exploration | 10-Jul-14 No
of sale of ECS.
Managernent Called for expressions of interest for commercial 17-Jul-14 No
action advisars (provide strategic advice on compatitive
commercial processes).
Management Appointment of Probity Auditors — Stantons 28-Jul-14 No
action International,
Board meeting CEO Report notes market sounding exercise to be | 18-Aug-14 Yes
conducted.
Executive meets Executive meeting to discuss indicative market 28-Aug-14 No
appetite for ECS.
Management Notification to staff regarding options for the future 22-Sep-14 No
action of ECS.
Management Formal engagement of UBS. 30-Sep-14 No
action
Board meeting CEO Report noted media and public interest in 20-Oct-14 Yes
market sounding exercise,
Board meeting Posstbie sale of ECS rather than closure raised by | 15-Dec-14 Yes
management. The Board discusses the potential
for a conflict of interest with respect to the market
sounding of ECS and resolves to establish a sub-
committee chaired by Director lannello and with
Director Lock.
Directors Hollett, McMorrow, Skira declare possible
potential conflicts depending on which parties are
prospective buyers.
All possible potentially conflicted Directors including
Chairman exclude themselves from Sub-
Commitiee.
First Sub- Sub-Committee of the Board meets to deal with the | 13-Jan-15 Chairman not
Committee meeting | possible process of sale of ECS, lanneallo; present
convened in 2 20-Jan-15

Guthrie & Lock

Sub-Committee meeting prompts members to ask entire Board to approve the high-tevel principles to exit ECS,
preferably by sale. Members sought that the Board address the strategic decision as to the future of the business.
No record of prospective buyers, sale value, value of future pipeline of work included.

Management Given Sub-Committee endorsement, affected staff | 29-Jan-15 No
action notified of intention to pursue a procurement

process.
Management Press release issued that a procurement process 28-Jan-15 No
action will be pursued.
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Board (by Circular | Board receives paper outlining options for exiting 29-Jan-15
Resolution no ECS, and notes that sale option achieves the best
meeting) outcome for the Corporation;
Board (by Circular | Resolution to proceed with a procurement process | 30-Jan -15 Signed by all Board
Resolution no to secure a private sector buyer for the Waler Members
meeting) Corporations Engineering and Construction

Services Branch.

Closure of Branch remains an option if EO|

unsuccessful.
Management Advertise Expression of Interest (EOI). 07-Feb-15 No
action
Board meeting Potential conflict of interest discussed. No sale 16-Feb-15 Yes

detail discussed during meeting. Sub-Committee

given carriage of the process.

Dr Guthrie is noted to have been briefed and placed

on the Board Sub-Committee in January,
Management Receive EQI. 20-Feb-15 No
action
Management Evaluate EOL 27-Feb-15 No
action

Chairman writes to Minister for Water confirming 3-Mar-15

her confiict of interest and the exclusion of herself,

Mike Hollett and Peter McMorrow from the process.
Sub-Committee Sub-Committee of the Board meets to discuss 16-Mar-15 Chairman not
meeting process of sale of ECS, present
Management Contact shortlisted bidders and provide Information | 27-Mar-15 No
action Memorandum.
Mapagement Update employees on process to date and whatto | 27-Mar-15 No
action expect next.
Board meeting Verbal update of sale process provided by 20-Apr-15 Yes

management.

Conflicted Directors remained in the meeting as the

update covered process only.
Mapagement Shortlisted bidders submit indicative Bid, including 22-Apr-15 No
action pro-forma Offer of Employment, Sale Agreement

and Ongoing Services Agreement term sheets, At

this point it became clear that a sale was a viable

oplion.
Mat'nagement Evaluate shortlisted bidders Indicative Bid, 23-Apr-15 No
action
Sub-Committee Sub-Committee of the Board meets to discuss 08-May-15 Chairman not
meeting process of sale of ECS, present
Mapagement Confirm parties progressing fo next stage and 11-May-15 No
action provide data room access, access to online Q&A

and draft transaction documentation.
Mapagement Employees informed of final bidders. ECS 11-May-15 No
action employees provided with information packs and

asked to indicate willingness to fransition.
Board meeeting CEO Report records that the sale has progressed, 18-May-15 Yes

three companies are short-listed, Board noted

conflict of Chairman, and no other Director.
Management Employees return confirmation of willingness to 22-May-15 No
action transition.
Ma'nagement Bidders informed which employees have indicated | 26-May-15 No
action they are willing to transition.
Management New Offers of Employment distributed to 12-Jun-15 Ne
action employees by Water Corporation.
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Management

No

I Bidders informed of employees who have accepted | 30-Jun-15

action the offers of employment.

Management Final Bids submitted. 08-Jul-15 No

action
Chairman writes to Minister for Water re: confirming | 13-Jul-15
her cantinuing conflict of interest, and no other
Directors now conflicted.

Sub-Committee Sub-Committee of the Board meets to discuss 20-Jul-15 Chairman not

meets process of sale of ECS. All Directors present present
excluding Chairman (conflicted} Dr Guthrie
{apology). Meeting chaired by Mr Lock. Mr
lannello arrived [ate to the mesting and Mr
McMorrow attended intermittently due to another
appointment.

Board meets Board Approval for the Sale of ECS to successful 20~Jul-15 Chairman not
bidder. All Directors present excluding Chairman present for this item
(conflicted), Dr Guthrie {apology). Mr McMorrow
Jjoined the meeting part way through the discussion
due to another appoiniment,

Minister Ministerial Authorisation to enter into contract with 11-Aug-15 No
successful bidder,

Management Successful bidder announced, 14-Aug-15 No

action

Management Contractual close. 30-Aug-15 No

action
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