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Centre of Digital Excellence

Date: 24 June 2019 Priority: Medium
Security In Confidence Tracking 3985 18-19
classification: number:

Action sought

Action sought

Hon Grant Robertson
Minister of Finance

Hon Phil Twyford
Minister of Transport

Hon David Parker
Minister for Economic
Development

Hon Shane Jones
Minister for Regional Econoniic
Development

Fletcher Tabuteau MP
Parliamentary Under-Secretary
to the Minister fcriRegionai
Economic Pevelopinent

N\

Approve or decline a-grant far-$10
million from the Provincial”Growth Fund
towards the Centrg of Digitai_Excellence,
and decide hew to.funrd thie ‘Games for

Health’ propasal.

Deadline
26 June 2019

26 June 2019

26 June 2019

26 June 2019

Note the contents of this briefing.

26 June 2019

Position

Telephone

1st contact

David van der Zouwe

Head of Investment
Management

Privacy of natural persons

v

Jessica Sandford

Policy Advisor, Provincial
Development Unit

Privacy of natural persons

The following departments/agencies have been consulted

N/A

Minister’s office to complete:

Comments

[] Approved

[] Noted

[] Seen

[] See Minister's Notes

[] Declined

[ ] Needs change

[] Overtaken by Events
[ ] Withdrawn
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Centre of Digital Excellence

Date: 24 June 2019 Priority: Medium
Security In Confidence Tracking 3985 18-19
classification: number:

Purpose

subject to the~appiicant) securing $
should be absorhed irits"the $10 million

Commercial Information . . .y .. o . 4 Commerc

This briefing asks for you to either approve £ ,
Commel’Cla.| |nf0|’mat|0n Or agree that the $Commerc|allnformatlon

Centre of Digital Excellence (CODE) project.

Recommended action

The Provincial Development Unit (PDU) recommends that you:

a. Note that the Labour Party Manifesto 201 7includes a commitment to invest $commercial Information
Commercial Info . . . o 2 . .
to establish a Centre of Digitai.Excelierice in Dunedin.

Noted

b. Note that Dunedin City Council*has-presented the Centre of Digital Excellence as two separate
but connected companents.

Noted

Part one - Centre pfDigital Excellence

c. Apoprove the Dunedin City Council's application for a $10 million grant from the Provincial
Growth Fand (PGF).

Agree / Disagree
OR

d. Decline the Dunedin City Council’s application for a $10 million grant from the PGF.
Agree / Disagree

Part two - Commercial Information

Commercial Information

e. Note that Dunedin City Council has requested an additional $ from the PGF towards

their Commercial Information proposal.

Noted

f. Note that the Commercial Information ronosal has been subject to the standard PDU assessment
process. The PDU suggests that the additional " should be funded within the $10
million funding provided for Centre of Digital Excellence.



g. Agree to approve $

h.
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Commercial Information

applicant securing $  Commercial Information
PGF objectives.

OR

Commercial Information

Agree that Dunedin City Council’s request for ¢

RED meeting 26 June 19

Noted

from the PGF towards the Commercial Information g hject to the
, as the project has some alignment with

Agree / Disagree

should be aksorbed-intc-the $10

million funding towards the Centre of Digital Excellence.

David van der Zouwe

Head of InvestmentManagement

Provincial Develooirient Unit

Ministry of Business, Innovation and Employment

Hon Phil Twyford
Minister for Transport

Hon Shane Jones
Minister for Regional Economic Development

Agree / Disagree

Hon Grant Robertson
Minister of Finance

Hon David Parker
Minister for Economic Development
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Centre of Digital Excellence

Project overview

Name of the project

Centre of Digital Excellence

Region

Otago

Applicant

Dunedin City Council

$Commercia| Information

Total project value

Amount of funding sought
from the PGF

Financial instrument
recommended

$Commercia| Information

Grant

Project overview

1. The Labour Party Manifesto 2017 (Maiiesto) inciudes a commitment to invest $10
million over 10 years to establish a<Centre-of Digital Excellence (CODE) in Dunedin,
with the vision of a $1 billion cerpputer.gaming industry in New Zealand.

2. The Manifesto recognises that Duredin is well-positioned to contribute to this vision
through building on theeity’s-emerging gaming and digital businesses, thriving start-up
ecosystem, strong-vlaori parirerships, global linkages, and internationally-recognised
academic centres.

3. This briefing. presenis Regional Economic Development Delegated Ministers (RED
Ministers)\with the option to fund the Centre of Digital Excellence, as well as options
on/Now-ta fund the Commercial Information Hronosal. The application has been made by the
Dunedin' City Council.

N

The project comprises of two parts:

i. Part one: the manifesto commitment of $10 million will focus on how to develop the
human capital required to grow the gaming industry. This will include:

a. developing digital skills,

b. growing digital capability,

C. supporting innovation through contestable funds, and
d. attracting digital businesses to Dunedin.

ii. Parttwo: the ™ requested will focus on the development of the
Commercial Information

Commercial Informatio

5. While CODE will primarily be focused on supporting and growing the video games
industry, it will develop a complementary focus on Commercial Information
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Part two is not a manifesto commitment and would leverage part one for successful
delivery. The application presents CODE parts one and two as two separate but
connected components. It appears to make the assumption the $10 million manifesto
commitment cannot include Commercial Information anq that any ‘additional’ activity needs
to be funded separately.

Business case overview

7.

10.

11.

The PGF funded the business case to outline how Dunedin City will deliver.on the
overall project ($95,000).

The business case established that the project presents an epbortunity tohave a

complementary focus on Semmercial Information 5 to establish ‘akey: point of difference
for CODE. Free and frank opinicns

The digital economy is the fastest growing segmerit of the global economy. The
business case found that the video@ames iridustry, supported and grown through
CODE, will be a catalyst for a stiengerdigital economy within New Zealand.

Commercial Information Commercial Information

The Dunedin City Councilis reguesting $ with co-contribution of
from Dunedin City Couiiciiy Commercial Information

The proposal guggests this investment would accelerate the growth of the gaming
industry in-New Zealand which would lead to more skilled jobs and higher export
revenues.

PR recomimendation

12

L.,

ThePDU recommends $10 million be provided, in the form of a grant, over 10 years to
cover both the original intention by the Labour Party for CODE and the & ™™
opportunity that has been identified through the development of the Business

Case.

13. Commercial Information

14. Given that the $10 million Part One project still has a reasonably broad scope,
including per annum for several contestable funds and competitions. The
PDU recommends that the § per annum sought from the PGF for & mmee!

is funded from the original $ " per annum.
Benefits
15. Over aten-year period the Dunedin City Council suggests CODE would result in:

a.  30-50 new small video game studios, each employing on average "
employees; and

b.  3-5large video game studios, each employing on average " employees.
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C. There are currently 41 gaming studios in New Zealand (with two of these based in
Dunedin) and this is a high growth industry in New Zealand and around the world.
CODE will leverage Dunedin’s strength as a centre of knowledge, innovation and
expertise in the digital economy.

Commercial Information

d.  This project will also build on the €ommercial information giect by focusing on
segment.

Stakeholder support

16. The overall project has received support from the Dunedin City Council,”Southern
DHB, University of Otago, Ngai Tahu and NZ Game Developers Assocciation.

17. The project strongly aligns with the Otago Regional Developraent iramework themes —
innovation and productivity and Dunedin Economic Development Sirategy 2012-23.

Costs and funding

18. The financial analysis in the business caseg lis based on the assumption that the PGF
.Commercial Information . . Commercial In
and other investers.would fund $ towards the total

would fund §
. Comi < .
project cost of $ over the yfars ROMMEtSiAIIAfOrmation

mercial Inform

Commercial Information

19. The co-contribution of $ has ot yet been confirmed.

20. There is a one off costQi.& | over Commercial Information {o cover the establishment of
CODE.

21. The Council has suggested that the $10 million be paid out over the first year of the
project. However;.the PDU will follow its standard processes, providing funding as $
Commercial Iniormation over 10 years.

Risk assessrient

Mitigations Risk Rating

L/M/H
Other investors — Commercial Information e All parties should engage early | Low

and develop an investment
plan along with terms.

Investor Risk

Financial Lifecycle costs are not managed within e Tight monitoring of project Medium

Risk the funding allocated. budget.

e Fixed price offers from third
party vendors.

Agency comments
MBIE Innovation Policy Team

22. MBIE Innovation Policy Team support the core elements of the proposal relating to
developing the gaming industry in Dunedin, but consider that there is also
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considerable opportunity to leverage ~ Commercial Information  and the region’s
Commercial Information expertise through the gaming for commereial informaton \\hich expand
on the original proposal but have attracted third party co-funding.





