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1. Introduction 

 

As Chair of the Northern Australia Infrastructure Facility (NAIF), and on behalf of the Board 

as the accountable authority, I am pleased to present our 2018-2019 Corporate Plan (Plan) 
as required under paragraph 35(1)(b) of the Public Governance, Performance and Accountability  

Act 2013 (PGPA Act).  

 
 
 
 
Khory McCormick 
Chair  
Northern Australia Infrastructure Facility 
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2. About us 

 
NAIF’s vision is for the transformation of northern Australia through financing 
infrastructure development. NAIF’s focus on public benefit, economic and population 
growth and Indigenous involvement in northern Australia, are key differentiators from 
other lenders.   
 

The Northern Australia Infrastructure Facility is a $5 billion lending facility to provide financial 
assistance to infrastructure projects (by way of loans or alternative financing mechanisms). It 
advances Commonwealth Government funds via the governments of the Northern Territory, 
Queensland and Western Australia, to invest in the development of northern Australian infrastructure. 
It aims to encourage and complement private sector finance in the north.  

A corporate Commonwealth entity 

NAIF came into effect on 1 July 2016 as a corporate Commonwealth entity under the Northern 
Australia Infrastructure Facility Act 2016 (NAIF Act), which was passed with bipartisan support.  NAIF 
is an initiative of the Commonwealth Government’s strategy to develop northern Australia.  

NAIF’s operations are also governed by other Commonwealth legislation including the Public 
Governance and Performance Accountability Act 2013 (PGPA Act). 

Responsible Minister 

NAIF’s responsible Minister is the Minister for Resources and Northern Australia. The Minister 
appoints NAIF’s independent commercial Board and has given NAIF direction through the NAIF 
Investment Mandate Direction 2018 (Investment Mandate).  NAIF’s Board is solely responsible for 
making all Investment Decisions (being decisions to offer finance to infrastructure projects in northern 
Australia). Subject to provisions in the NAIF Act and Investment Mandate, the Board’s decisions are 
unfettered. 

Investment Mandate 2018 

In April 2018, the responsible Minister announced changes to NAIF’s Investment Mandate which 
provide NAIF with increased flexibility and capability to support and accelerate projects.   

NAIF is now able to consider a broader range of infrastructure to better reflect the needs of regional 
and remote areas in northern Australia jurisdictions (Jurisdictions). Examples of the types of eligible 
assets include ports, airports, rail, roads, water, energy and communications networks, social 
infrastructure (including tourism, health, education, research, training and related accommodation 
facilities), processing facilities (including abattoirs and agricultural processing plants) and 
transhipment vessels.   

Specifically, under NAIF’s Investment Mandate, for a project to be eligible to be considered for 
finance, the NAIF Board must be satisfied that it: 

“incorporates (in whole or in part) construction or enhancement of physical structures, assets 
(including moveable assets) or facilities which are associated with: 

 the transport or flow of people, goods, services or information; or 

 the establishment or enhancement of business activity in a region; or 

 an increase in economic activity in a region, including efficiency in developing or connecting 
markets; or 

 an increase in population.” 1 

 

 

  

                                                           
1 NAIF Investment Mandate Direction 2018 
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Table 1: Types of Infrastructure NAIF can finance  

 
 

 

The Investment Mandate changes allow NAIF to now lend up to 100% of debt for eligible projects, 
provided there is appropriate risk sharing. 

The number of mandatory criteria required to be met by investors for a project to be eligible for NAIF 
finance is now five, down from seven previously. For all projects, there is still a focus on public 
benefit, Indigenous engagement strategies that reflect the Indigenous population in the region of the 
project and the requirement for NAIF finance to be able to be repaid or refinanced. 

NAIF has been established to lend on very different, more concessional, terms than commercial 
lenders are able to offer. For example, it can lend for long loan tenors (currently up to nearly 28 years, 
compared to 5-7 years from commercial lenders), lower interest rates (than commercial lenders) or 
defer when interest and principal are payable. These concessions are used to fill gaps in the 
infrastructure financing market and help viable projects which otherwise would be unlikely to proceed, 
or would only proceed at a much later date, or with a more limited scope. 
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3. Our purpose 

 

NAIF’s primary purpose is to transform northern Australia by financing infrastructure development that 
generates:  

 public benefit outside of what is captured by the project proponent; 

 longer-term growth in the economy and population of northern Australia; 

 greater private sector participation in the financing of northern Australia’s infrastructure needs; 
and  

 sustainable Indigenous participation, procurement and employment. 

 

NAIF accelerates development to help unlock economic and growth opportunities for 
northern Australia, and more broadly.   
 
NAIF financing can assist in: 

 opening new markets and developing new, more reliable supply chains;   

 reducing business costs through improving productivity, creating jobs and encouraging a larger 
population base by helping to attract and retain workers;  

 making better use of existing infrastructure (for example, by improving capacity, safety and 
usability to overcome seasonal and other supply chain constraints); and 

 helping to overcome diseconomies of scale by developing pathways to co-sharing and multi-user 
access to infrastructure.  
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4. Strategy and capability 

 

Table 2: A clear and transparent strategy  

 

 

4.1 Tailored project origination  

NAIF will originate projects for assessment and Investment Decision in different ways. In all cases the 
proponent (sponsor or equity investor) will be responsible for the delivery of the project. The role of 
NAIF however differs in each case as follows: 

1. Assessing investment ready projects: these will be in the NAIF project pipeline having moved 
through its various stages from initial enquiry, strategic assessment and due diligence. They will 
be largely managed through that process by the proponent who will have identified the project 
opportunity, procured and financed the project pre-feasibility and business case and appointed 
its advisors and consultants to help it develop and submit an Investment Proposal for 
consideration by the NAIF Board. The NAIF executive will provide support and feedback 
throughout the process. 

2. Catalysing identified opportunities: there will be other instances which will require NAIF to be 
more proactive in facilitating aspects of the project which are already identified in some form. For 
example: 

 there may be a concept but neither a proponent or a specific project yet identified.  NAIF 
may be able to catalyse this concept, (albeit without commitment of any kind), by indicating 
that if a proponent or project and financeable business case could be developed, NAIF 
could potentially finance such a project type. For example, NAIF has identified potential for a 
walking track strategy requiring infrastructure which could deliver a new tourism product 
offering for northern Queensland that might be assisted by this type of NAIF role; or  
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 by approving indicative terms on which NAIF could offer finance it may assist the proponent 
to secure support from other necessary project participants, and in that way play a pivotal 
role in the project moving forward at all or in its accelerated delivery. The Genex Kidston 
project is an example of this type of origination. The project sponsor must bring together 
many project participants and prove up the conditions for the NAIF financing to be made firm 
and final. The NAIF indication of key terms, if the sponsor is able to meet all the conditions 
NAIF identifies, is designed to help catalyse the project.  

3. Stimulation of new opportunities:  NAIF has identified a need for strategic origination and 
augmentation of projects that are unlikely to be brought forward through existing channels. These 
projects are in the process of being identified. They are likely to be generating scale and be 
highly challenging to deliver.  They are also likely to be beyond the capacity of a single proponent 
but rather require co-ordination, collaboration and alignment across Commonwealth, State and 
local Governments, across agencies and multiple stakeholders (both public and private).  They 
may involve stimulation of broad strategies for example, introduce better energy solutions to 
remote indigenous communities or better communication networks across northern Australia, or 
improve health delivery across the region.  NAIF can contribute to the identification and evolution 
of these projects.  This is a new strategy for the FY18-19 financial year.   

In each type of origination, NAIF’s experienced infrastructure financiers will work with project 
sponsors, proponents, contractors, suppliers, financiers, advisers and government agencies across 
northern Australia and globally on projects in which NAIF can play a role, to ensure that eligible 
projects that generate long-term public benefit proceed.   

NAIF has wide referral channels through its relationships with Government stakeholders, equity 
investors (superannuation and other funds, corporates and individuals), lending organisations 
(domestic and international banks, bondholders and alternate financiers), financial advisers, building 
and other contracting bodies, consultants and industry associations.  In addition, NAIF is working 
closely with relevant industry and regional networks such as Development Commissions and 
Regional Development Australia (RDA’s) in northern Australia.  

NAIF’s origination team continues to educate the market on what NAIF can offer, and how it can 
deliver, through face-to-face meetings, and presentations at events and workshops.  

 

Progress on origination  

In the 2017-18 financial year outcomes include: 

 115 new enquiries were received; 

 130% increase in active enquiries; 

 220% increase in the number of projects in due diligence (16) compared to the prior year end 
showing the maturing of the pipeline to the latter stages of NAIF’s assessment process; and 

 NAIF’s Board made four Investment Decisions, to offer finance, committing NAIF finance of 
$149.5 million for projects with a total capital value of $335.9 million.   

 

Refer to Table 3 and 4 following for illustration of that activity and breakdown by jurisdiction and sector.  
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Table 3: Pipeline projects in Due Diligence at 30 June 2018  

 

Table 4:  Pipeline has grown and matured   
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The Investment Decisions comprised offers of finance for all three northern Australian jurisdictions 
and were diversified across sectors including transport and logistics (Onslow Marine Support Base 
(OMSB)), aquaculture (Humpty Doo Barramundi) and education (James Cook University Technology 
Innovation Complex). 

OMSB, NAIF’s first Investment Decision, first drew down on NAIF’s finance in June 2018.  This means 
construction is now underway and the 220 jobs and economic boost of $100 million that this project is 
expected to bring, is beginning to be realised by the Onslow community.  This was a significant 
achievement. As mandated, financial close and advance of funds was dependent on all required 
approvals being obtained including environmental approvals which were issued on 18 April 2018.   

Table 5: Summary of Investment Decisions made in FY17-18 

 Onslow Marine 
Support Base 

Humpty Doo 
Barramundi 

Farm 

James Cook University TBA  

Jurisdiction Onslow, WA Humpty Doo, 
NT 

Townsville, QLD TBA  

Sector Ports Aquaculture Education TBA 

NAIF Loan $ 
approved 
amount 

$16.8m $7.18m $98.0m $27.5m 

Total Project $ $120.0m $14.4m $174.0m $27.5m 

Board 
Investment  
Decision 

Sept 2017 May 2018 June 2018 June 2018 

Est. Financial 
close date 

June 2018 September 
2018 

Q4 CY 2018 Q4 CY 2018 

Indigenous 
Engagement 
Plan 

    

Public Benefit  Benefits of:   
 > $100m 
over 10 yrs 
incl 
employment, 
growth in 
economy and 
multi-user 
savings 

 Construction 
brought fwd 
3-5 yrs 

 Benefits of:  
50 new 
jobs, 
generation 
of 
renewable 
energy 

 Help grow 
NT 
aquaculture 
sector 

 Benefits of: 
  > $700m over 30 
yrs through 
attracting & 
retaining students 
and industry to the 
region, generating 
employment and 
economic growth 

 Benefits of 
 > $370m 
over 20 
years incl 
employment 
& increased 
tourism 
generating 
economic 
growth 

* Details of the fourth Investment Decision is currently subject to commercial confidentiality.  

 
NAIF contributed to the progression of projects through its pipeline by: 
 

 working closely with project stakeholders at all the stages of the lifecycle of the proposed project.  
NAIF continuously reviews the pipeline of active enquiries to ensure that we can help fast track 
projects where applicable and to ensure that projects have potential to satisfy NAIF’s mandatory 
criteria; 

 bringing expertise to help structure financing terms and to develop investors’ understanding of 
how NAIF’s concessional finance can support the development of their projects;  

 sharing NAIF’s learnings across Jurisdictions to assist and optimise the process to approval and 
sign off on transactions; 

 presenting at 66 events throughout Australia and overseas to create strong awareness of the 
NAIF mandate; and   
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 working closely with the Jurisdictions and key stakeholders on a non-partisan basis including 
requesting them to identify their infrastructure priorities and become more active in sponsoring or 
facilitating them. 

 
NAIF has also encouraged regional calls for tenders by the Jurisdictions to highlight the opportunities 
for tenderers to utilise NAIF’s mandate. For example, this was done on the Cairns Global Tourism 
Hub and the Lumsden Point General Cargo Facility and Logistics Hub in Port Hedland. This may: 

 improve the public benefit outcomes of the projects being tendered but potentially also help 
address other regional challenges by having tenderers contribute subsidies to other projects in 
the area if awarded the tender; and  

 enable proponents who may not otherwise be able to secure commercial bank finance to 
participate in the tender which may enable the project to proceed where it otherwise would not.  

NAIF engages regularly with other Commonwealth agencies including Infrastructure Australia, 
Infrastructure and Project Financing Agency, among others, on larger opportunities NAIF has 
identified. It is envisaged that NAIF will continue to engage with them and others, including the 
Northern Australia Senior Officer’s Network Group (which supports the Ministerial Forum on Northern 
Australia), to identify infrastructure gaps existing in northern Australia and particularly the type 
described above in NAIF’s third origination category of stimulating new opportunities. 
 

4.2 NAIF applies its risk appetite strategically  

The NAIF Act and Investment Mandate design enables NAIF to respond to the challenges which 
investors have been confronted with in the past, in financing infrastructure in northern Australia.  

NAIF’s Investment Mandate specifically provides that NAIF may have a high risk tolerance for factors 
unique to investing in northern Australia such as distance, remoteness and climate. For example, to 
overcome those elements the north needs projects to be scalable (to overcome the first mover 
disadvantage), to reduce productivity inefficiencies and be able to have a certain amount of flexibility 
to deal with seasonal extremes.  

NAIF’s Investment Mandate gives it the tools to respond to the northern Australian investment 
landscape by also providing that NAIF’s finance can be lent on concessional terms. Relative to other 
lenders, NAIF’s financing terms may: 

 have longer tenors (up to the longest Commonwealth borrowing, currently nearly 28 years);  

 have lower interest rates (not below the Commonwealth bond rate); 

 be more patient (for example, an extended period for interest capitalisation beyond the 
construction period or deferral of loan repayments with extended interest only periods); 

 have different fee structures; and  

 be subordinated in cashflow or security. 

This allows NAIF to structure finance in ways that align with the specific project needs and to take a 
longer-term view of a project’s economic life than private sector lenders can. For example, for projects 
moving into new supply chains or markets, there may be extended periods of revenue ‘ramp up’ while 
the new venture is established. NAIF can support such a project by use of interest-only periods or 
interest capitalisation over a long loan tenor to better match NAIF’s loan to the asset lifecycle. 

In granting concessions, the cost of the concessions will be calibrated against a project’s estimated 
public benefit.  In addition, NAIF must only offer the minimum concessions for the project to proceed 
and will seek to structure reduction of concessions if the project is outperforming. 

NAIF’s mandate is to encourage infrastructure investment in northern Australia while, at the same 
time, being disciplined with taxpayers’ money. The Board must also have regard to the potential 
effect of the investment to encourage private sector participation in financing a project.  NAIF’s 
Investment Mandate requires that the Board is satisfied that: 

 NAIF is not the sole holder of financial risk in a project; 

 there is a reasonable allocation of risk between NAIF and other sources of finance of a project; 

 NAIF can appropriately manage its risk exposure to each Project;  

 the Commonwealth does not have the majority financial risk in a project; and 
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 the loan will be able to be repaid or refinanced. 

The above principles are reflected in NAIF’s Risk Management Framework which incorporates its Risk 
Appetite Statement.  

 
Progress 

NAIF has used its full range of concessions in the projects for which Investment Decisions were made 
in the FY17-18 financial year financings including: 
 

 long tenors with an average of 17.6 years and range between 10 and 28 years; 

 interest rates at market equivalent and also at the maximum concessional rate; 

 extended capitalisation periods (average of 5 years) and extended interest only periods (average 
of 5 years); and  

 senior secured (on 2 projects), subordinated and secured (on 1) and unsecured (on 1). 

 
We have: 

 partnered with private sector lenders (on three of the four Projects approved); 

 approved lending for 100% of the debt finance on the fourth; and 

 the Commonwealth as a whole is not the majority equity holder in any of the projects approved.  

 
In line with best practice, NAIF adopts a continuous improvement approach, and has assessed and 
adapted its risk appetite for emerging trends and risks, changes to existing risks and any changes to 
NAIF’s Investment Mandate and Government Policy. 
 

4.3 NAIF governance benchmarked and best practice  

Under the Investment Mandate NAIF must have regard to Australian best practice government 
governance principles and Australian best practice corporate governance for Commercial 
Financiers when performing its functions, including annually reviewing its policies. 

NAIF’s core suite of governance policies has been benchmarked against similar agencies in the 
public and private sectors and reviewed by independent experts. These experts2 concluded that in 
their view the policies they reviewed reflect current Australian best practice as required by the 
Investment Mandate3. 
 
An expert also confirmed that in their view NAIF’s approach to disclosure of its decision-making 
process or information provided to it by applicants for loans is typical, i.e. consistent with general 
market practice among project finance lenders, is an appropriate position to adopt and is compliant 
with the NAIF Act, the Investment Mandate, and other applicable laws and directions.4 
 
An analysis of eight Australian lending institutions operating in similar projects to NAIF, including the 
two public and the top five private banks and a regional bank, also demonstrates that none of them 
disclose publicly their Risk Appetite Statement or credit decisioning governance documents. Those 
organisations are the public sector entities Clean Energy Finance Corporation (CEFC) and Export 
Finance and Insurance Corporation (Efic), the four Australian major banks (Australia & New Zealand 
Banking Group, Commonwealth Bank of Australia, National Australia Bank and Westpac Banking 
Corporation), Macquarie Bank and Suncorp Bank. 
 
Where NAIF has formally adopted a specific policy, procedure or other governance document, that 
document applies.  Otherwise, applicable Efic5 governance documents apply to NAIF activities.  At all 
times during its operation NAIF has had appropriate policies in operation to guide decision making 
and other activities. 
 

                                                           
2 Allens Linklaters (reviewed twelve policies) and Australian Government Solicitor (reviewed four policies) 
3 NAIF Investment Mandate Direction 2018, sec 17(1) 
4 Refer to NAIF Senate Enquiry Submission dated 4 August 2017 , see Attachment 1, page 18 for Allens Linklaters’ letter 
5 NAIF has a service level agreement with Efic who have provided support to NAIF since its inception – see Sec 4.4 
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Progress 

Independent expert Mr Anthony F Shepherd, AO was commissioned by the Department of Industry 
Innovation and Science (DIIS) and the Responsible Minister to conduct an expert review of NAIF and 
commented: 

“they [NAIF] have developed a suite of internal policies and processes covering inter alia 
project appraisal, credit approval and risk management, which are best practice. They have 
closely followed their Mandate and legislation…NAIF has been scrupulous in their approach 
as a new organisation and given the intense public scrutiny” 6 

 
Additional progress in FY 17-18 as part of its ongoing governance and risk policy review schedule 
included: 

 NAIF’s Board and its Board Audit and Risk Committee (BARC) met 17 and 4 times respectively; 

 NAIF’s Board reviewed 22 policies (14 are published on its website);  

 key risk related policies were externally reviewed by subject matter experts and confirmed as 
meeting best practice;  

 several new NAIF specific policies were approved7, namely: 

- Anti Money Laundering / Counter Terrorism Financing (AML/CTF) Program; 

- Environmental and Social Review of Transactions Policy; 

- Social Media Policy;  

- Fraud Control Policy; and 

- Business Continuity Management Policy. 

 
The first three were reviewed by independent expert legal advisors and verified as best practice. 

 NAIF’s Internal Auditor, McGrath Nicol, has developed a two-year audit plan incorporating a 
number of risk and governance reviews including NAIF’s approach to managing conflicts of 
interest; 

 The Australian National Audit Office is currently conducting a performance audit of the 
governance and integrity of NAIF.  Fieldwork has commenced and a final report is expected early 
in 2019; and 

 On 14 June 2017, the Senate referred matters relating to the governance and operation of NAIF 
to the Senate Economics References Committee.  The Committee’s report was released on 6 
July 2018. 

 

4.4 NAIF has established a high performance organisation  

To help achieve its purpose of transforming northern Australia, NAIF invests in its people, processes 
and systems. NAIF also has access to the resources of Efic under a service level agreement (SLA). 

A key benefit of the SLA is the flexibility for NAIF to use Efic’s services as and when required, to use 
its own resources, or to access other specialist resources as considered necessary. This allows NAIF 
to meet the unique needs of its business, proponents and other stakeholders effectively.  

The SLA arrangement also ensures an efficient use of existing Commonwealth resources, reducing 
the duplication of resourcing requirements across government entities.  The SLA has also allowed 
NAIF to transition from start-up phase to operational phase faster than it otherwise would, and shared 
learnings across teams has also been a key benefit to both organisations.  

Since its establishment, NAIF has utilised more than half of Efic’s approximately 98 personnel in 
various capacities. 

                                                           
6 Northern Australia Infrastructure Facility (NAIF) Expert Review Report dated January 2018 of Mr Anthony F Shepherd, AO 
7 Prior to developing NAIF specific policies, NAIF had adopted and complied with Efic’s policies 
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Progress 

The Expert Review Report by Mr Shepherd, AO noted: 

“The organisation (NAIF) including the Board, has been established quickly and 
professionally.  The alliance with Efic was a master stroke and provided the back office and 
transaction support which otherwise would have cost time and money in a wasteful 
duplication of established Commonwealth expertise. 

NAIF has recruited well and their ‘originators’ all have had long and successful careers 
performing similar roles in investment banking.  The CEO has extensive experience in 
project finance, infrastructure, commercial lending and public-private partnerships”8 

NAIF has made significant progress in achieving its organisational objectives through:  

 reaching financial close and funding of NAIF’s first project (OMSB) which is a significant 
milestone demonstrating the unique architecture of the NAIF alignment with both the 
Commonwealth and the Jurisdictions is operating successfully. It required strong partnering 
between NAIF as the investment decision making body, the Commonwealth as the provider of 
funds and the State of Western Australia as the signatory to the project loan documents;   

 recruiting as at 30 June 2018, 21.5 dedicated full time equivalent employees (FTEs), being an 
increase of 10.4 FTEs over the financial year.  These include additional NAIF origination and 
transaction execution personnel (who have extensive experience as lenders in investment and 
commercial banks). They have experience in financing complex infrastructure projects. They 
have advised both public and private sector counterparties.  In addition, a specialist risk and 
governance position and financial reporting position were established over the year and a 
dedicated Deputy General Counsel and Board Secretary commenced in July 2018;    

 establishing NAIF presence in Brisbane and Perth in addition to the Cairns head office and 
Sydney shared Efic premises;  

 utilising the SLA particularly in the credit and post deal management functions as NAIF 
commenced detailed due diligence of projects, making Investment Decisions to offer finance and 
developing protocols with both the Department of Industry, Innovation and Science (DIIS) (which 
holds the NAIF loans on its balance sheet) and the Jurisdictions (to whom DIIS funds are 
advanced to on lend to project borrowers); and  

 ensuring there is alignment between the NAIF and Efic culture to create an effective one team 
approach.  For the purposes of performance of NAIF’s general operations and the provision of 
financial, audit and other statutory and non-statutory sign-offs Efic employees acting for NAIF 
under the SLA are considered NAIF employees.  

 

  

                                                           
8 Northern Australia Infrastructure Facility (NAIF) Expert Review Report, by Anthony F Shepherd, AO 
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4.5 Developing strong stakeholder relationships 

NAIF will continue to execute its stakeholder engagement plan to ensure that its purpose, operations 
and potential value to northern Australia are understood by key stakeholders.  

NAIF has a broad range of stakeholders who each require a customised engagement approach. This 
includes: 

 Commonwealth Government: NAIF is an important initiative of the Government’s agenda for 
economic and population growth for northern Australia and the Commonwealth at all levels 
(political, bureaucratic and agency) and can support NAIF‘s success (including policy, 
identification of pan northern sector priorities and progressing cross governmental and 
jurisdiction collaboration);  

 QLD, WA, & NT Governments: The Jurisdictions are key beneficiaries of the NAIF framework 
and are critical to achievement of its objectives. NAIF partners with the Jurisdictions to ensure 
appropriate projects are identified and to ensure NAIF finance is invested into their communities 
as quickly as feasible to optimise the amount of public benefit generated; 

 Indigenous Groups: The Indigenous estate of northern Australia is significant, with 40 percent 
of the land mass directly owned or managed by Aboriginal and Torres Strait Islander 
peoples.  The Indigenous population currently averages 15 percent across northern Australia, 
comprising over 60 percent in some sub-regions and over 25 percent of the Northern Territory 
(ABS 2016). The Aboriginal and Torres Strait Islander population is projected to increase to over 
50% of the permanent population of northern Australia by 2040, further reinforcing the 
importance of relationships with Indigenous Australians; 

 Local Governments, RDA and industry bodies: These groups are strongly placed to identify 
suitable local proponents, key industry leaders and applying their knowledge of project 
opportunities and risks in remote areas can help NAIF clarify project scale, sustainability and 
success factors;   

 Investors: It is important that potential sponsors or proponents and project participants and 
consultants who will need to be involved in moving a project from concept to financial close 
understand NAIF’s mandate and value proposition. NAIF works closely with these constituents 
including to help them to identify opportunities that match the NAIF criteria and the new model of 
financing that the NAIF mandate has brought to the Australian market. NAIF also helps to fast 
track projects where that is possible; 

 General Public: As Australians with an interest in the growth and prosperity of our country, the 
realisation of the aspirations for northern Australia and appropriate use of NAIF’s taxpayer funds, 
NAIF is accountable to the Australian public; and    

 Other interest groups: Communication plays an extremely important role in the articulation of 
the benefits and the opportunities afforded by NAIF investment and the expectations for delivery 
on NAIF’s mandate and vision.  

 

Progress 

NAIF’s team has extensively engaged with all categories of stakeholders.  

“I spoke to departmental representatives in each jurisdiction.  They were unanimously in 
favour of NAIF and thought positively of the Executive & Board” 9 

 Since NAIF’s inception, the Board, Chief Executive Officer and staff have collectively met with 
more than 2,400 interested stakeholders and given presentations that have reached audiences 
of at least 4,200 people (as at 30 June 2018);  

 NAIF co-sponsored the Northern Australia Investment Forum 2017 in Cairns attended by over  
500 delegates from 24 countries;  

 Regional communities and their leaders are afforded opportunities to meet Directors and senior 
NAIF executives to discuss their strategic planning and infrastructure priorities:  

                                                           
9 Northern Australia Infrastructure Facility (NAIF) Expert Review Report, by Anthony F Shepherd, AO 
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- Board meetings or stakeholder roundtables or events have been held or attended 
throughout northern Australia, including locations such as Karratha, Broome, Alice Springs, 
Darwin, Cairns and Townsville and in the financial centres of Sydney and Melbourne.  

- The NAIF Board and senior executives attended the Facing North and Northern Australia 
Annual Statement events in Canberra.  

 NAIF has continued to meet regularly with its Qld, NT and WA government stakeholders to 
discuss upcoming projects and their priorities.  Those associations have been strengthened 
through the making of Investment Decisions in each jurisdiction and progressing projects through 
final stages;  

 NAIF have met extensively throughout the year to develop their understanding of our Indigenous 
stakeholders, including contributing to the Indigenous Reference Group’s discussions with the 
Northern Australia Ministerial Forum. NAIF have also engaged with numerous groups in 
assessing Indigenous Engagement Strategies prior to the Board making its Investment 
Decisions; 

 NAIF engages on a consistent basis with Members of Parliament from all political parties, both at 
a state and federal level; and 

 NAIF consult regularly with Commonwealth departments and agencies and broader networks 
including the RDA network, Development Commissions and the northern Australian based 
universities.  
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5. Our performance  

 

NAIF’s performance criteria have been designed to provide a clear illustration as to the extent to 
which NAIF is meeting expectations and fulfilling its purpose.  

NAIF has developed three years of performance targets as the NAIF Act prohibits the Board from 
making a decision after 30 June 2021 to provide financial assistance for the construction of northern 
Australia economic infrastructure.  NAIF’s review of operation is scheduled to occur as soon as 
possible after 1 July 2019, this will cover among other things:  

 whether the time limit of 30 June 2021 for making decisions to provide financial assistance 
should be extended; and 

 appropriate governance arrangements for NAIF after that date.   

Once NAIF has received direction post that review it will set appropriate targets to measure NAIF’s 
success in the period post 30 June 2021. 
 
Table 6: Our performance criteria  

Performance criteria Measure 2018-19 targets 2019-21 2022 

Generate public benefit 

 

 

Indigenous engagement 

Net public benefit for northern 

Australia on each project funded  

Public benefit demonstrated on all 

investments in accordance with the 

NAIF Public Benefit Guideline.10 

TBC 

Sustainable indigenous 

participation, procurement and 

employment 

Indigenous engagement strategy for all 

investments.11 

TBC 

Investment Decisions by 

NAIF Board (decision to 

offer finance) 

Number of Investment Decisions 

per annum 

5 - 10 

 

5 – 10 TBC 

Dollar value of NAIF Investment 

Decisions per annum 

$500m - $1.5bn $1bn - $2bn TBC 

Total capital value of projects 

supported per annum 

$750m - $2.5bn $1.25bn - $3.75bn TBC 

Effective risk 

management  

Compliance with Risk Appetite 

Statement 

Independent annual audit confirms 

compliance with Risk Appetite 

Statement. 

TBC 

Encourage private 
sector contribution to 
financing projects 

Number of projects involving 
private sector financing 

Greater than 50 per cent of projects 
supported have private sector 
financing. 

TBC 

Raise awareness of 

NAIF value through 

dissemination of 

information to industry 

stakeholders 

Level of communication and 

stakeholder engagement activity 

 

Significant communication and 

stakeholder engagement activity, 

including direct engagement and 

targeted participation in northern 

Australian and industry events. NAIF 

website is easy to navigate for 

stakeholders. 

TBC 

                                                           
10 NAIF Public Benefit Guideline can be viewed here  
11 NAIF Indigenous Engagement Strategy Guideline can be viewed here 

https://naif-gov-au.industry.slicedtech.com.au/wp-content/uploads/2018/02/Public-Benefit-Guideline-27.6.2017-for-web.pdf
https://naif-gov-au.industry.slicedtech.com.au/wp-content/uploads/2018/02/Public-Benefit-Guideline-27.6.2017-for-web.pdf
https://naif-gov-au.industry.slicedtech.com.au/wp-content/uploads/2018/05/Final-IES-Guideline-April-2018.pdf
https://naif-gov-au.industry.slicedtech.com.au/wp-content/uploads/2018/05/Final-IES-Guideline-April-2018.pdf
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Building diverse 

pipeline of potential 

infrastructure projects 

Industry and geographic spread 

of potential projects in the 

pipeline 

Demonstrate industry and geographic 

spread of potential projects in the 

pipeline. 

TBC 

Achieve sound financial 

performance 

Operating expenditure is within 

the overall five-year 

departmental appropriation 

budget 

Operating expenses per annum are 

within budget. 

 

TBC 

NAIF transaction revenue 

exceeds operating costs and 

Commonwealth cost of 

borrowing 

NAIF transaction revenue is greater 

than operating expenditure and 

Commonwealth cost of borrowing over 

a four-year time horizon, as reflected in 

the Department of Industry, Innovation 

and Science (DIIS) accounts. 

TBC 

 

Before a project can be considered for an Investment Decision by the NAIF Board, the proponent 
must deliver a formal application for NAIF financial assistance, which it does by delivering an 
Investment Proposal. This is a comprehensive information package which will include a developed 
business case and financing assumptions. The development of that information is largely in the 
control of the proponent as the project progresses through due diligence. To reach that point, there 
will have been significant planning and development by the proponent taking the project concept from 
idea to an investment ready proposal.  
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6. Financials  

Statement of Comprehensive Income 

 
Table 7: Our financial expenditure  

 Actual 
2017/18 
$’000 

Budget 
2018/19 
$’000 

Budget 
2019/20 
$’000 

Budget 
2020/21 
$’000 

Budget 

2021/22 

$’00012 

Total expenses 8,847 9,495 10,329 10,865 TBC 

Revenue from 
Government  

8,504 9,495 10,329 10,865 TBC 

Own source 
revenue 

54     

Total 
comprehensive 
income 
attributable to 
the Australian 
Government 

(289) 0 0 0 TBC 

      

2016-17 carried 
forward surplus 

2,389     

Total 
comprehensive 
income 
attributable to 
the Australian 
Government 

(289)     

Balance of 
surplus 

2,109     

 

Expenditure includes expenses relating to services provided by Efic, covering transaction due 
diligence, credit, loan management, corporate and administrative services, and specialist execution 
staff engaged under contract. Efic also pay expenses on behalf of NAIF including for dedicated NAIF 
staff, Board expenses, travel and overhead costs, such costs are reimbursed to Efic through the SLA. 

Revenue from Government is an appropriation received from DIIS.  

Interest and fees earned on NAIF facilities are reported in the accounts of DIIS as drawdowns from 
the $5 billion appropriation from the Consolidated Revenue Fund.  

  

                                                           
12 Budget will be confirmed post NAIF’s review of operations scheduled for July 2019  This will cover among other things: (i) 
whether the time limit of 30 June 2021 for making decisions to provide financial assistance should be extended; and (ii) 
appropriate arrangements for the facility after that date. 
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7. A unique environment 

There are a number of key external factors that, directly or indirectly, influence 
NAIF’s operating environment and its ability to finance infrastructure projects, and 
therefore deliver on its purpose. 

NAIF’s focus is solely on northern Australia, which includes the Northern Territory, and those parts of 
Queensland and Western Australia above, and directly below or intersecting, the Tropic of Capricorn.  

 

Table 8: Our environment 

 

NAIF can provide a range of debt capital solutions (from senior debt to quasi equity) to fund eligible 
infrastructure projects in northern Australia. Under its legislative framework NAIF does not provide 
equity capital, grants or fund feasibility studies.  

The NAIF Investment Mandate prescribes that, in making an Investment Decision, the NAIF Board 
must consider a preference for a diversified portfolio, including with respect to industrial and 
geographic spread across the States and Territory that comprise northern Australia.  Under the 
changes to the Investment Mandate there is no longer a stated preference for any minimum size of 
individual NAIF investments. 

NAIF finance is only for construction activity (which includes materially enhancing existing 
infrastructure). 
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Table 9: A summary of factors that may impact NAIF’s level of reported activity in a given year  

Environmental factor Why Impact 

Government policy NAIF operates under the NAIF Act and 
Investment Mandate, issued by the 
responsible Minister, as well as in 
partnership with the Queensland, 
Western Australian and Northern 
Territory governments.  

NAIF cannot invest in a project if the 
relevant State or Territory jurisdiction 
notifies NAIF in writing that it should not 
provide financial assistance, or as the 
lender of record, does not enter into the 
financing arrangements consistent with 
NAIF Investment Decisions.  
 

In addition, the responsible Minister may 
veto a transaction if it is inconsistent 
with Commonwealth objectives, may 
have adverse implications for Australia’s 
security, or have an adverse impact on 
Australia’s international reputation and 
relations. 

Most projects are also dependent on 
government support and a number of 
government approvals to proceed. 

Any changes to the NAIF Act 
or Investment Mandate may 
impact the number of projects 
eligible for NAIF’s assistance.  
 
 

Any changes to regulatory 
settings or government 
priorities (State/Territory and 
Commonwealth) may impact 
the number of infrastructure 
projects in northern Australia. 
 
 

At the project level, the ability 
to gain the appropriate 
government approvals  
(e.g. environmental approvals) 
could impact a project’s 
viability and/or timeline, and 
therefore the requirement for 
NAIF financing. 

Project timelines 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Based on data for previous 
Government-procured infrastructure 
projects, the period between a project’s 
conception to financial close can be up 
to three years, and even longer for 
proponent managed or higher risk 
projects.  

This timeline can be shorter for 
upgrades to existing infrastructure or 
businesses or projects requiring fewer 
approvals.  

Most of the projects that NAIF 
expects to close in 2018-19 
have been in development 
phase for over 12 months.  

NAIF indicates to project 
proponents, as early as 
possible, its willingness to 
support a viable project, so 
that financial close can be 
achieved as quickly as 
possible.  For example, it may 
issue an indicative term sheet 
and/or seek conditional 
approval, which provides a 
degree of certainty and 
support to the proponent as its 
project is developed. 

Before a project can be 
considered for an Investment 
Decision by the NAIF Board, 
the proponent must deliver a 
formal application for NAIF 
financial assistance, which it 
does by delivering an 
Investment Proposal. This is a 
comprehensive information 
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Project timelines 
(cont’d) 

package which will include a 
developed business case and 
financing assumptions. The 
development of that 
information is largely in the 
control of the proponent as 
the project progresses 
through due diligence. To 
reach that point, there will 
have been significant planning 
and development by the 
proponent taking the project 
concept from idea to an 
investment ready proposal.  

Level of investment 
activity and 
availability of 
alternative debt 
capital 

NAIF’s role is to support project 
proponents, sponsors and investors, 
who wish to develop infrastructure 
projects that have a public benefit for 
northern Australia.  

Factors that may impact the level of 
infrastructure investment in northern 
Australia include:  

 the level of economic activity; 

 government policy; 

 general business climate and the 
level of investment in other 
associated industries; and 

 availability of alternative investment 
options.  

NAIF does not compete with other debt 
financiers, rather it works with them to 
encourage their participation alongside 
NAIF in the financing of infrastructure 
projects to benefit northern Australia.  

 

Under the NAIF Investment Mandate, it 
must have regard to the potential of its 
investment to encourage private sector 
participation in the infrastructure 
financing market for northern Australia, 
by providing financing for projects that 
produce benefits to the region.  A project 
may seek NAIF funding, but it may 
ultimately be fully funded without NAIF 
finance.   

NAIF cannot be the sole holder of 
financial risk in each project, and the 
Commonwealth overall, must not have 
the majority financial risk in a project.   

NAIF’s ability to deploy funds 
depends on a pipeline of 
eligible infrastructure projects 
that are developed and 
investment ready. 

 

 

 

 

 

 

 

If finance from other sources 
becomes available for a 
project, this will reduce NAIF’s 
level of reported activity.  
 

 

A result where NAIF has 
assisted to ‘crowd in’ the 
private sector, and no NAIF 
debt is required, is regarded 
as a win for NAIF, as well as 
for stakeholders, as the 
project has gone ahead 
without the need for 
Commonwealth funds.  
 

Similarly, a project will not 
proceed if equity is insufficient 
or the Commonwealth has the 
majority financial risk in a 
project. 
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8. A prudent approach to risk management 

NAIF’s Board recognises that effective, best practice risk management is integral to addressing 
financing challenges unique to NAIF’s mandate. The design and implementation of NAIF’s internal 
structures (rules, relationships, operational controls, policies, procedures and systems) enable it to 
make and implement decisions including Investment Decisions and manage risk prudently.  

The Board ensures performance is appropriately balanced against risk-taking.  

NAIF’s Board Audit and Risk Committee (BARC) is charged with ensuring NAIF’s system of risk 
management, oversight and internal control remains appropriate for NAIF. 

NAIF’s approach to risk management is consistent with the International Standard for Risk 
Management and is designed to support NAIF in the achievement of its vision and strategic 
objectives. The figure below illustrates the key elements of NAIF’s Risk Management Framework. 
 
 
Table 10: NAIF’s Risk Management Framework 
 

 
 

NAIF engaged Deloitte Risk Advisory in July 2017 to perform a review of the Risk Management 
Framework against best practice governance and corporate governance with all recommendations 
incorporated and approved by the Board.  

NAIF actively promotes a positive risk culture through: 

 setting the tone from the top via open discussion, challenge and debate;   

 risk awareness activities including risk discussions at team meetings; 

 rewards and sanctions captured via performance reviews; and  

 no fault incident reporting that focusses on transparency and resolution. 

 

The Board’s Risk Appetite Statement (RAS) guides its Investment Decision making and has enabled 
each project to proceed efficiently and with appropriate due diligence and assessment of credit and 
other risks. The RAS is not a public document as it describes in detail the manner in which NAIF’s risk 
appetite and tolerances (qualitative and quantitative) are established and controlled and as such is 
considered commercially sensitive. 

In addition, NAIF must manage a comprehensive list of key governance, legal and operational risks 
maintained in a Risk Register together with key mitigating controls. NAIF regularly reviews its key risks 
and the effectiveness of key controls with results reported to the BARC.   Key risks are represented in 
Table 11.  
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Table 11: Key Risks  

 
NAIF is committed to best practice risk monitoring and reporting and continuous improvement 
including assessing emerging risks and opportunities. The NAIF Board receives regular enterprise 
wide risk reports. Risk discussions are robust to achieve effective resolution of identified issues. That 
approach enables the Board and its BARC to adopt timely and proactive risk management. 

Fit for purpose policies ensure that NAIF operates in the public interest by balancing its public sector 
accountabilities with its mandate. NAIF has an ongoing program of review of its core suite of 
governance charters and policies. Twenty two policies were reviewed over the FY17-18 period 
including five governing NAIF’s project assessment process. 

More detail about NAIF’s risk management framework and its governance policies can be found here.  

  

Strategic 

 Strategic objectives 

 Stakeholder relations 

Investment Decisions 

 Jurisdictional obligations 

 Project assessment  

 Credit risk 

 Concentration risk  

Governance, Legal & 
Regulatory 

 Governance 

 Compliance obligations 

 Conduct risk 

 External fraud 

Operational 

 Information security  

 Information integrity 

 Outsourcing 

 Business Continuity 

 People 

 Health, Safety and 
Environment  

 Revenue and 
expenses 

NAIF’s Key Risks 

http://naif.gov.au/about-us/naif-governance/
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Contact us 

Northern Australia Infrastructure Facility 
Level 7, 46-48 Sheridan Street 
Cairns QLD 4870 
 

1300 466 243 
naif.gov.au 
naif@naif.gov.au 
 

 


