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Té&na koe Eru
Valuation process for Crown Forestry Licensed land

I write in response to the request of your negotiators for the valuation process for
Crown forestry licensed land (“CFL land") offered under the Agreement in Principle
(“AIP™) to be undertaken earlier than the time specified in the AlP.

The AIP provides for the valuation process for the CFL land to take place after the
Deed of Settlement has been ratified and signed. The reason for this timing is that the
date at which values are to be effective is the date of Deed signing, so it is preferable
to begin the valuation process once that signing date is certain.

As my officials have explained to you, the Crown would bear considerable financial risk
if the valuation were to be undertaken before the Deed is signed and the anticipated
signing date is unexpectedly delayed. This is because the financial value of land tends
to increase over time and, if a settlement is delayed, the Crown (on behalf of the
taxpayers) could be in the position of transferring commercial assets considerably
below market value. Some settlements have been concluded months or even years
later than anticipated.

I have, however, considered your request and | am conscious that much of the
economic value of the proposed settlement is centered on the CFL land. In particular, |
agree with your point that it is important at the time of ratification for your people to
know how much CFL land can be purchased and at what price. 1 further acknowledge
it is important that we both design a process for these negotiations which reflects our
respective needs and builds on the efficiency and goodwill demonstrated between the
parties to date. In this spirit, | understand that you have worked with my officials to
develop an approach which mitigates the key risks to the Crown of your proposal.

I therefore accept your request to undertake in the next few months the valuation of all
CFL land offered in the AIP by two valuers appointed separately by the Kaihautu
Executive Council (KEC) and the Crown, and providing separate reports to their
principal, on the basis that the KEC agrees to:
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o the effective date of the valuations being 30 September 2006, the projected
date for signing of the Deed of Settlement;

o the valuations expiring on 30 April 2007, being 12 months from the date that
the final valuers’ reports are to be submitted to the parties (in May 2006);

o @l QL lkard Hysing ne-walueet fidliowing s similbarwadiuetoon mrooess imtthe exaentt
that the Deed is not signed by the expiry date of 30 April 2007, in which each
valuer can take into account any information that the valuer considers is
relevant (including the previous valuation) and consequently, the transfer
values being re-negotiated; and

o e 14 aress of CFAL land (refemvet to as “ecomomiic wnits”), imdluding the
divisions of the two large CFL areas that have been agreed between our
respective negotiators, being the basis for both valuation and KEC selection of
CFL land. Any or all of the economic units can then be chosen by the KEC for
purchase. One title only, however, will be raised for all the selected economic
units currently subject to a single CFL.

This approach provides a strong basis for our negotiations to move forward in an
efficient manner. However, it will require a high level of co-operation and commitment
from both parties (for example, to avoid the need for arbitration on the value of CFL
land) in order to achieve a signed Deed in September 2006, or no later than April 2007.
However, | am confident that these ambitious objectives can be achieved.

Accordingly, | attach the amended Attachment Six to the AIP (setting out the revised
valuation process and timeframes) and the Joint Instructions to our respective valuers.
I understand that these documents have been drafted with your negotiators on the
basis of your proposal.

Please countersign this letter and initial each page of the two attached documents and
return them to my officials at the Office of Treaty Settlements.

Naku n

Hon Mark Burton
Minister in"Charge of Treaty of Waitangi Negotiations

For and on behalf of Nga Kaihautu o Te Arawa Executive Council:

Wil 7e M Hastlo

Chairperson Executive Council Member Executive Council Member

Datte!U7 / (7372006



INSTRUCTIONS TO VALUERS FOR LICENCED CROWN FOREST LAND

INTRODUCTION

The Agreement in Principle for the Settlement of the Historical Claims of the Affiliate Te Arawa
Iwi/Hapu dated 5 September 2005 (the “AIP*) provides the opportunity for the claimants to
acquire the licensor's interest in the Crown Forest Land that is subject to the Waimaroke and
Waimangu Crown forestry licences and parts of the Crown forest land that is subject to the
Pukuriri, Reporoa, Wairapukao, Highlands, Horohoro and Rotoehu West Crown forestry licences
(the “Crown Forest Land”).

The valuation of the licensor’s interest in the Crown Forest Land is to be undertaken in the context
of the AIP, in particular Attachment 5 (in accordance with paragraph 2 below) and Attachments 6
(as amended) and 7.

The licensor's interest is the interest as proprietor of that land and is to be assessed on the basis
that the Crown Forest Land will transfer as a result of a deemed recommendation from the
Waitangi Tribunal and that the restrictions of the Crown Forest Assets Act 1989 such as prohibition
on sale no longer apply (i.e the licensor is assumed to be the claimants, not the Crown, for the
purpose of the valuation).

The principals, being the Crown (acting through Land Information New Zealand in respect to
valuations) and the Kaihautu Executive Council, wish to obtain market valuations for specified
units of the Crown Forest Land available for selectiomn.

REQUIREMENTS

The principals have agreed the following requirements for these valuations:

1, Any transfer of the Crown Forest LLaind to the claimants would bbe deemed to be the mesult of
a recommendation from the Waitangi Tribunal under section 8HB of the Treaty of Waitangi
Act 1975. This would trigger the relevant sections of Part II of the Crown forestry licences.

2, The Crown Forest Land is to be valued in specified units within the land identified in
Attachment 53 dadhibeANP anddsebootiinrthibesshbddidetad tbseclmsiiructions, as follows:
a, Fil — split imto units FIA, FIEB, FIC, FID and FIEE;

b. F4 - split into units F4A, F4B and FAC amnd
c. F2,F3, F5, F6, F7 amdl F8.

3. Each unit is to be valued as thougjh:

a. that unit will transfer subject to the Crown forestry licence;

b. any unit boundary between units F1A to F1E and between units F4A to F4C that is
a forestry road is, for the purposes of valuation, along the centre line of that road;

c. the termination period of the licence will begin on 30 September following the
giving of the termination notice (assumed to be 30 September 2008);

d. the provisions of clause 14.2 and Part IIB (clause 16) of that licence will apply to
Waimangu, and the provisions of clause 14.3 and Part IIC (clause 17) of the
licence will apply all units except Waimangu;

e. the Crown will be responsible for carrying out and completing the survey necessary
to define the boundaries between the selected units and the balance units;



f.

a computer freehold register has been issued for each unit to be valued and is
subject to and together with the encumbrances identified in the disclosure data
and, in relation to units that comprise only part of the land contained in a Crown
forestry licence, together with any subject and appurtenant easements arising
from consultation under clause 17.4.1 of Part 1IC of the Crown forestry licence.
For the avoidance of doubt, and in respect of the Kaingaroa Crown forestry
licensed areas only, the requirements of clause 17.4.1 of Part 1IC of the licence
may be substantially satisfied by the easements that will be created as a result of
the following paragraph;

there is an arrangement in place that provides the owners and occupiers of the
land subject to each of 13 Kaingaroa/Waimihia Crown forestry licenses (or part
thereof) with reciprocal rights of free access across the Kaingaroa forest road
network (as shown on attachment A) for the purposes of forestry and agricultural
operations subject to payments of maintenance charges; and

reciprocal rights of access exist as anticipated in clause 8.4.7 of the Deed of
Settlement of the Historical Claims of Ngati Awa dated 27 March 2003 (and its
amendments) (“the Deed”) and Part 5, subpart 3 of the Ngati Awa Claims
Settlement Act 2005, to facilitate the ordinary use and management of the
Kaingaroa forest land, as described in Attachment 8.3 to the Deed, by its owners
and the owners’ lessees and licensees and their agents and contractors.

4, Eachh valuer is requiirsst:

tw provide a valuation report as at 30 September 2006 (the “Valuation Date*);
to provide separate valuation reports for each unit e.g. F1A, F2, F3 etc;

tw provithie thee mankiett vadluee off three lidemsontss interastt (&ss dbsaribed im paregyenih 5

below) clearly setting out how this was determined;

5. The value required is the market value being the amount, exclusive of GST, at which the
licensor’s interest in the Crown Forest Land might be expected to exchange, on the Valuation
Date, between a willing buyer and a willing seller, in an arm's length transaction, after
proper marketing, wherein the parties had each acted knowledgeably, prudently and without
compulsion.

6. Botih Valluers are to jiwintly, at times to be agrest betwesn them and the licemne holktters:

iimegpest thee egpeettéss ; and
imspeendt thee s bess iimflomreattoon and] iiks syppotting evidenes.

7. Before tihe valuation reports are preparsd], both valuers are to agree am:

a list of comparable sales to be used in determining the value of the Crown Forest
Land;

the geographic extent and relevant matters concerning the licensor's interest in the
Crown Forest Land; and

the extent, if any, to which the effect of the Kyoto Protocol will be taken into account.



10.

11.

12,

1)

3)
4)

Should the valuers not reach agreement on any issue, each valuer will separately identify in
his or her report the effect, if any, of the point of disagreement on the value of the

licensor’s interest.

E=ath wealusertbon ot goreowrithet] thyy a8 wed lusar st |

include an assessment of the market value of the unit being valued as at the Valuation
Date, identifying the key issues affecting value, if any;

meet the requirements of:

o The Property Institute of New Zealand’s Valuation Standards, including the
minimum requirement set out in Section 5 of the "New Zealand Institute of
Valuers Valuation Standard 1: Market Value Basis of Valuation™; and

o other relevant standards, insofar as those requirements are relevant;

include an exeoutive summeany comtaining .
o & sunmmeany aff the wal Luetion & g witth Key wel luattomp panartetsrs
o asummeany of key issues afteating walies, if anyy;
6 tthe mame off the wallusr amd thiks ar thar fim; and
o e signature of e walluer andi Ikt wealluor iif applicabite; and

attach appendices setting out:
o @ stakemeant of we luaton polidess ;
o @ statemant of walusation metihoctid boegy ; @nd
o mellexant meantet @ sdbes imfomegtion.

fath wedlueer sl sl ks orowiitie san exseanquitbivee summeay off @l | 144 wea lusatoon negpoontks aooTttaiiing |

@ summeaty aff wed lusttoon pecamedass aormuon to all reports;
@ sumreay af Ky issues gpendific tho imdivibledl reports;

a agyy of tthe esescutire summeatess fiom esath report; and
a sdientilte aff thve wa luesiiors of te 14 wnitss.

Eadh walluer must suttrmiit to his or her primdipel @ direfit wellusaiion repaort: for esdh wmit wellust
prior to submission of the final reports, so that the principal can provide comment.

Eadh valuer willl proviide the fimal repontts to s or her pringdipd]l onoe tihe dhidit has beam
reviewed and comments received.

TIMING

Argipdds caqppait reegpetive wadleess

Walezes skttt ctheefft negportss tho neesgyeattivee [piiTvdizaés (A0 Busimeess D3 )

FRiiiadds proovitecoommesnsstbo reesmetheewdiheess (D0 BBissimsss [Raps )

\edlares ffireaisse negpoitss samed disliragr tho tthedir neeg et tivee (piToiidds (I Busimsss Days)

Trree ffiredl nepotts are dhared antl megoiEios owar walstion diffeesvess commence (65
Business Days from the appointment of the valuers)



13. DEFINITION

In these valuation instructions, Business Day means the period of 9am to 5pm on any day other
than:

() Satuodgy, Sumdyy, Good Miidsy, Hadtar NMontyy, Arzac [Bgy, ttike Borsedigres
Birthday, Labour Day, and Waitangi Day;

(b) e digyiin tthe grario aonmmesTding witth 225 Deegitser i anyy yeear aamd ezmting wiith tttee
close of 15 January in the following year; and

(c) the diays dbsamest a&stthe anrivensaitess off tthe proxiimess of Wliitgg bon aartd AAeditdand



Attachment 6

Valuation Process for Licensed Crown Forest Land

Definitions and interpretation

1

In this valuation process, unless the context otherwise requires:

Affiliate Te Arawa Ilwi/Hapu’s Valuer means any Registered Valuer appointed
by the Affiliate Te Arawa Iwi/Hapu under paragraph 3 to take part in this
valuation process set out in this Schedule;

Arbitration Commencement Date means the date the Crown makes the
referral referred to in paragraph 12;

Arbitrator means a person appointed under paragraph 5;

Business Day means the period of 9am to Spm on any day other than:

(a) Saturday, Sunday, Good Friday, Easter Monday, Anzac Day, the
Sovereign’s Birthday, Labour Day, and Waitangi Day;

(b) a day in the period commencing with 25 December in any year and
ending with the close of 15 January in the following year; and

(c) the days observed as the anniversaries of the provinces of Wellington
and Auckland.

Crown Forest Land means the Licensed Crown forest land to which this
valuation process applies;

Crown’s Valuer means any Registered Valuer appointed by the Crown under
paragraph 3 to take part in the process set out in this valuation process;

Market Value is the amount, exclusive of GST, for which the Crown Forest
Land might be expected to exchange on the Valuation Date, between a willing
buyer and a willing seller, in an arms’ length transaction, after proper marketing,
wherein the parties had each acted knowledgeably, prudently and without
compulsiom;

Registered Valuer means a valuer registered with the Valuers Registration
Board of New Zealand and with experience in the valuation of commercial
forest land in New Zealand;

Transfer Value means the amount determined by this valuation process;

Valuation Commencement Date means the date by which both valuers have
been appointed under paragraph 3;

Valuation Date means 30 September 2006; and



Valuation Exchange Date means the next Business Day after the date of
expiration of the period of 65 Business Days commencing on the Valuation
Commencement Date; and

Valuation Reports means the valuation reports prepared for the Crown and
the Affiliate Te Arawa Iwi/Hapu in accordance with this valuation process.

Preliminary steps: disclosure, appointment of valuers and arbitrator

2

The Crown will within 10 Business Days of the date when this valuation process
is agreed give the Affiliate Te Arawa Iwi/Hapu all material information that
relates to the Crown Forest Land, of which Land Information New Zealand is
aware including all information able to be obtained by the Crown under the
provisions of the licence, having inspected its records but not having
undertaken a physical inspection of the Crown Forest Land or made enquiries
beyond Land Information New Zealand records.

No later than the next Business Day after the date of expiration of the period of
30 Business Days commencing on the date when this valuation process is
agreed the Crown and the Affiliate Te Arawa Iwi/Hapu shall each:

a  appoint a Registered Valuer and instruct him or her to assess the Market
Value of the Crown Forest Land, in accordance with this valuation
process; and

b give notice to the other of the identity of the Registered Valuer.

The Crown and the Affiliate Te Arawa Iwi/Hapu shall ensure that the terms of
appointment of their respective Valuers require them to participate in the
process set out in this valuation process in accordance with the terms of this
valuation process.

The Crown and the Affiliate Te Arawa Iwi/Hapu shall attempt to agree and
appoint a person who is suitably qualified and experienced in determining
disputes about values of assets similar to the Crown Forest Land no later than
the next Business Day after the date of expiration of the period of 35 Business
Days commencing on the date when this valuation process is agreed. If no
agreement and appointment has been made by that date, the Crown shall
within 5 Business Days request that the President of the New Zealand Institute
of Valuers make such an appointment.

An appointment under paragraph 5 is made once the appointee has confirmed
that he or she shall conduct an arbitratiom, if requested by the Crown, in
accordance with this valuation process.

Exchange of valuation reports

7

Both the Crown's Valuer and the Affiliate Te Arawa Iwi/Hapu’s Valuer shall
prepare a Valuation Report which includes their respective assessments of
Market Value and each party shall deliver a copy of its Valuation Report to the
other party no later than the Valuation Exchange Date.



If one party (Defaulting Party) fails to deliver its Valuation Report to the other
party (who has provided a Valuation Report to the Defaulting Party within the
prescribed time) by the Valuation Exchange Date, then the assessment of the
Market Value contained in the Valuation Report provided by that other party will
be the Transfer Value.

Negotiations to agree market values

9

10

Following the Valuation Exchange Date the Crown and the Affiliate Te Arawa
lwi/Hapu shall attempt to agree to the Market Value. Where agreement is
reached both Parties shall sign a statement identifying the amount which the
parties have agreed is the Market Value.

Tithee @amauntt e s the Miatkat Walue sl | be the Thamsfor Wedlue fior tthe
Crown Forest Land.

Where agreement is not reached under paragraph 10 by the next Business Day
after the date of expiration of the period of 20 Business Days commencing on
the Valuation Exchange Date, the determination of the Transfer Value for the
Crown Forest Land shall be referred to the Arbitrator in accordance with
paragraph 12.

Determination of disputed values

12

13

14

16

Within 2 Business Days of paragraph 11 applying, the Crown shall refer the
dispute to the Arbitrator.

Titree Avitnitheztion S| prompitly gives matiice of @ messting to e etz hy the
Crown and the Affiliate Te Arawa Iwi/Hapu and their respective Registered
Valuers, at a venue and time to be decided by the Arbitrator after consultation
with the parties and having regard to their obligation under paragraph 14 but
not later than the next Business Day after the date of expiration of the period of
30 Business Days commencing on the Arbitration Commencement Date.

The Crown and the Affiliate Te Arawa Iwi/Hapu shall by no later than 5.00 pm
on the day which is 5 Business Days prior to the date of the meeting give to the
Arbitrator (and to each other), the Crown’s Valuation Report, the Affiliate Te
Arawa lwi/Hapu’s Valuation Report and any submission or expert evidence
based on that information which the Crown or the Affiliate Te Arawa Iwi/Hapu
intend to present at the meeting.

At the meeting, the Arbitrator shall establish a procedure and give each party to
the arbitration the right to examine, cross examine and re-examine the
Registered Valuers and other experts appointed by the parties in relation to the
information provided to the Arbitrator and otherwise have regard to the
requirements of natural justice in the conduct of the meeting.

The Arbitrator shall hold the meeting and give his or her determination of the
Market Value no later than the next Business Day after the date of expiration of
the period of 45 Business Days commencing on the Arbitration Commencement
Date. That determination shall be no higher than the higher, and no lower than
the lower, of the assessment of Market Value contained in the Crown’s
Valuation Report and in the Affiliate Te Arawa Iwi/Hapu’'s Valuation Report.



17 The Transfer Value for the Crown Forest Land shall be the Arbitrator’s

determination of the Market Value.

18 The determination of the Arbitrator shall be final and binding on the Crown and

the Affiliate Te Arawa Iwi/Hapu.

General provisions

19

20

21

The Crown and the Affiliate Te Arawa Iwi/Hapu shall each bear their own costs
in connection with the processes set out in this valuation process. The costs of
the Arbitrator and the costs of the hire of a venue for the meeting referred to in
paragraph 13 shall be borne by the Crown and the Affiliate Te Arawa Iwi/Hapu
equally. However, in appropriate cases, the Arbitrator may award costs against
the Crown or the Affiliate Te Arawa Iwi/Hapu where the Arbitrator considers that
it would be just to do so on account of unreasonable conduct.

The Crown and the Affiliate Te Arawa Iwi/Hapu each acknowledge that they are
required to use reasonable endeavours to ensure the processes set out in this
valuation process operate in the manner, and within the timeframes, specified
in this valuation process.

If the processes set out in this valuation process are delayed through any event
(such as the death or incapacity or unwillingness or inability to act of any
Registered Valuer or the Arbitrator), the Crown and the Affiliate Te Arawa
Iwi/Hapu shall use reasonable endeavours and co-operate with each other to
minimise the delay.



