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Teranet Background

· incorporated in 1991

· unique partnership between the Province of Ontario and a consortium of private sector investors (Teramira)

· Established to automate the Ontario land registration system, to develop remote access to the data, and to take the skills and knowledge acquired doing those two things into new areas of business within and outside of Ontario.

The Province held shares in Teranet. Both partners had equal representation on the Teranet board of directors, equal equity contributions.  The Province maintained a royalty stream on the land registration business.

Relationship defined by two key Legal Agreements:  

· License Agreement which gives Teranet an exclusive license to access and distribute the land registration data as well as setting out a myriad of terms and conditions around use of the data by both Teranet and the Province

· Implementation & Operation Agreement which defines how Teranet will carry out the automation of the data, how it will create, maintain and operate the electronic system and how the parties will work together to accomplish the automation and the day-to-day operations.

Challenges in Managing the Relationship

· Balancing public accountability versus private profit objectives

· Maintaining an open and trusting environment

· Turnover in government

· Continuity of management in Teranet

· Continuity in Board of Director

· Coordinating multiple partners

· Changing Technology

· Market/user resistance to change

Background to the Re-negotiation of the Contracts

Contracts were not structured for success. 

10 years of accumulated knowledge.

Changing technology and business environment (mandatory electronic registration).

Address issues raised by Provincial Auditor’s report.

Government wanted to clarify client/shareholder relationship.

Key Objectives of the Parties:
1. Fix the existing problems

2. Establish a viable framework for the next 10 years
Objectives of the Negotiations 

Teranet

· Enhance shareholder financial interest

· Maintain rights consistent with the original deal

· Develop realistic performance measures for POLARIS implementation

· Position Teranet for growth

· Improve decision-making processes between Teranet & Ministry

· Maintain ability to meet obligations to bondholder
Ministry

· Separate the client/shareholder relationship

· Contain the cost of implementation & operations

· Ensure government & end user access to electronic land registration system at all times

· Enhance government’s financial interest arising from its investment in Teranet
Teramira

· Enhance financial interest arising from investment in Teranet

· Achieve liquidity

· Preserve & achieve ROI consistent with original expectations
Memorandum of Understanding to guide the negotiations

The parties – The Ministry of Consumer & Business Services (MCBS), Teranet Inc., Teramira (Note:  MCBS was also representing SuperBuild)

MOU Key Points:

Objectives of each party

Guiding Principles for the negotiation process

Resources to be committed/alternates

Cost sharing

Disclosure of Information

Governance – leads and sub committees

Roles of Negotiating Team members

Meetings/quorum/ reporting/record keeping/confidentiality

Key element:  “Nothing is agreed until everything is agreed”

Cost sharing Agreement

Cost of Facilitator and Secretary split 3 ways

Negotiation/Mediation Process

Facilitator actively managed the process
· Define issues and parties’ interests

· Document alternatives
· Escalate issues to reach closure

· Consolidate resolution of specific issues into comprehensive agreement

“One-text” document for each issue

· Joint agreement on business terms

· Lawyers at the table, but didn’t lead the discussion or drafting

· Legal teams jointly mapped the one text to the contract

· “Issue-based” drafting

· Legal group able to come back to negotiating teams for clarification 

Rigorous meeting schedule 

· Working Groups 

· Internal caucus meetings

· Joint sessions

Ongoing Governance

Agreement on need for effective governance of the relationship

Strengthened structure in place based on best practice 

Governance principles

Standing committees

Relationship managers

Joint & Layered


Escalation and formal dispute resolution

Both parties committed to staying engaged in the governance process

How Are We Doing Now?

Governance process works – both organizations focused on meeting action items.
Structure is sound – ability to be dynamic (adjust committee membership or mandate) but within established parameters.
Turnover in government still and issue but the structure permits ongoing continuity and accountability.
Escalations to the most senior committee have happened but people are motivated to find resolutions.
Relationships still evolve and things still get solved outside of committee structure – but decisions and actions always ratified at committee.

Some Observations

Do you need a crisis to get the parties to the table?

Facilitator/mediator may be able to help parties by initially focusing on process.  

This helps to remove the negotiators from the existing dynamic (confrontational, avoidance, etc.).

BUT… the process must be dynamic and adapt to both the subject matter and the personalities

Continuity and accountability are key elements of any governance structure. 

Use governance to build trust; create joint interest-based teams.  

Escalation process – sometimes the threat is enough.
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