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VOTE State-Owned Enterprises

 OVERVIEW

Appropriations sought for Vote State-Owned Enterprises in 1999/2000 total
$1.657 million. This is intended to be spent as follows:

• Ownership monitoring advice to, and management of issues on behalf of, the
Minister for State-Owned Enterprises and other Responsible Ministers.

• Advice to Ministers on establishment and implementation of new Crown-owned
companies and State-owned enterprises on behalf of the Minister for State-Owned
Enterprises and other Responsible Ministers.
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Terms and Definitions Used

CCMAU Crown Company Monitoring Advisory Unit

CROC Crown-owned company

ECNZ Electricity Corporation of New Zealand Ltd

MQM MAF Quality Management

SOE State-owned enterprise

Footnotes

Note 1 Not applicable as Crown revenue is not appropriated.

Note 2 Appropriations are stated GST inclusive (where applicable).
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VOTE State-Owned Enterprises
VOTE MINISTER: MINISTER FOR STATE-OWNED ENTERPRISES
ADMINISTERING DEPARTMENT: THE TREASURY
The Treasurer is the Responsible Minister for the Treasury

Part A - Statement of Objectives and Trends

Part A1 - Objectives for Vote State-Owned Enterprises

Related Government Outcomes

The appropriations in Vote State-Owned Enterprises (SOEs) will make an important
contribution to the Government’s overarching goal of a strongly growing enterprise
economy, by providing advice on ownership aspects of SOEs and Crown-owned
companies (CROCs), monitoring their performance, managing the SOE director
appointment process and monitoring the performance of appointees.

For 1999/2000 the appropriation also encompasses advice on corporatising,
restructuring and subsequently establishing SOEs and CROCs in the accident
insurance and financial services industries.

Output Classes

To achieve these objectives, the appropriations will fund a range of activities
concerning the ownership monitoring aspects of SOEs and CROCs including:

• advising on setting ownership objectives and targets for SOEs and CROCs and on
the Crown’s investment in this sector

• monitoring and advising shareholding Ministers of SOE and CROC performance
against these objectives and targets

• managing on behalf of shareholding Ministers, the SOE and CROC director
appointment process and performance assessment of Crown company boards

• advising on the establishment and restructuring of SOEs and CROCs as well as
the implementation of the establishment and restructuring decisions.
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Linkages Between the Output Classes and the Government’s Outcomes

Government’s
Overarching Goals and
Strategic Priorities

Output Contribution Output Classes

OG1  Enterprise
Economy

A strongly growing
enterprise economy;  an
economy which generates
trade, employment,
income and social
opportunities in which all
New Zealanders can
participate

Enables the shareholding
Ministers to hold boards of
Crown companies
accountable for their
performance in
maintaining and
enhancing shareholder
value and meeting the
other objectives and
requirements of the
empowering Acts.

Advice on the
establishment and
restructuring of SOEs and
CROCs as well as the
implementation of the
establishment and
restructuring decisions.

Crown Company
Monitoring Advice to the
Minister for SOEs and
Other Responsible
Ministers

Part A2 - Trends in Vote State-Owned Enterprises

The time series of departmental flows detailed in the following table for Vote SOEs
shows a significant rise in 1995/96, with a correction downwards to level off in
1996/97.  In 1997/98 and 1998/99 expenses are significantly higher owing to one-off
activities.  During 1999/2000, the additional work monitoring the new companies has
required increased resources.

Output Trends: 1994/95 to 1999/2000

Reductions in output expenditure in 1994/95 principally reflect the completion of the
majority of the electricity restructuring during this period (the separation of Trans
Power and the corporatisation of electrical supply authorities) and the wind-down and
closure of the Electricity Distribution Reform Unit and the Trans Power Establishment
Board.

Expenditure on monitoring advisory outputs has remained relatively stable over time,
reflecting the maintenance of a core of commercial advisory capacity to meet
Ministers’ requirements for focused advice and issues management. The levelling-off
of appropriation at slightly higher levels in 1996/97 through 1998/99 reflects the
increased level of outputs produced by the now fully resourced unit.  However, the
total expenditure on Vote SOEs has been at significantly higher levels in some years
owing to one-off activities as outlined below.
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The increase in 1995/96 reflects the establishment of Terralink and the separation of
Contact Energy Ltd from the Electricity Corporation of New Zealand (ECNZ).  These
outputs, which were one-off activities, were delivered in 1995/96, resulting in a
reduction in expenditure in 1996/97.

The increase in the level of appropriation for 1997/98 reflects the one-off expenses
associated with the corporatisation of Valuation New Zealand, and initial work
associated with the corporatisation of MAF Quality Management (MQM) and the
further restructuring of the electricity generation industry.

For 1998/99 the Vote had one-off expenses relating to completion of the work on
restructuring ECNZ into three new SOEs called Meridian Energy, Mighty River Power
and Genesis Power, and the corporatisation and split of MQM into Agriquality NZ and
Asure NZ.  A portion of the work on Housing New Zealand was also included.

For 1999/2000, the Vote reverts back to core monitoring tasks, although due to the
creation of new companies funding for these tasks has had to be increased.  This is to
reflect the additional responsibilities which CCMAU has in relation to At Work
Insurance, Housing New Zealand, the three new electricity SOEs, Agriquality NZ,
Asure NZ, and Quotable Value NZ.  It is expected that a further small increase in
funding will also be sought once the resource needs for the additional tasks in the
Vote are clarified.

Analysis by Appropriation Type: 1998/99 and 1999/2000 Compared

Output classes

The annual appropriation for 1999/2000 is $1.657 million, compared to the 1998/99
appropriation of $13.950 million, for the reasons outlined above.
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Trends in Vote State-Owned Enterprises - Summary of Appropriations and Crown Revenue

1994/95 1995/96 1996/97 1997/98 1998/99 1999/00 Appropriations to be Used

By the Department
Administering the Vote

For Non-Departmental
Transactions

Types of Appropriation
Actual
$000

Actual
$000

Actual
$000

Actual
$000

Budget
$000

Estimated
Actual
$000

Annual
$000

Other
$000

Annual
$000

Other
$000

Total
$000

Operating Flows

Classes of Outputs to be Supplied 914 6,660 1,425 4,279 13,950 13,950 1,657 - - - 1,657

Benefits and Other Unrequited
Expenses

- - - - - - N/A N/A - - -

Borrowing Expenses - - - - - - N/A N/A - - -

Other Expenses - - - - - - - - - - -

Capital Flows

Capital Contributions - - - - - - - - - - -

Purchase or Development of Capital
Assets

- 354 - - - - N/A N/A - - -

Repayment of Debt - - - - - - N/A N/A - - -

Total Appropriations 914 7,014 1,425 4,279 13,950 13,950 1,657 - - - 1,657

Total Crown Revenue and Receipts
(see note 1)

- - - - - - N/A N/A N/A N/A -
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Part B - Statement of Appropriations

Part B1 - Details of 1999/2000 Appropriations

1998/99 1999/00

Vote Estimated Actual Vote

Appropriations
Annual

$000
Other
$000

Annual
$000

Other
$000

Annual
$000

Other
$000 Description of 1999/00 Appropriations

Departmental Output Classes (Mode
B Gross)

D1  Crown Company Monitoring Advice
to the Minister for State-Owned
Enterprises and Other Responsible
Ministers

1,534 - 1,534 - 1,657 - Provision by the Crown Company Monitoring Advisory Unit (CCMAU) of ownership
monitoring advice to, and management of issues on behalf of, the Minister for State-
Owned Enterprises and other Responsible Ministers in respect of the Ministers’
shareholder responsibilities.

D2  Electricity Restructuring 8,780 - 8,780 - - - The purchase of advice from a Transitional Team to coordinate the proposed
restructuring of the electricity industry, and the subsequent implementation and
establishment of three new competing SOEs by Interim Development Groups.

D3  Establishment of MQM SOEs 3,636 - 3,636 - - - Advice to Ministers on, and implementation of, the Government's decision to establish
the operations of MQM as two SOEs.

Total Appropriations for
Departmental Output Classes (Mode
B Gross)

13,950 - 13,950 - 1,657 - Refer to Part C1 for a full description.

Total Appropriations 13,950 - 13,950 - 1,657 -
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Part C - Explanation of Appropriations for Output
Classes

Part C1 - Departmental Output Classes

Output Class D1 - Crown Company Monitoring Advice to the Minister for
State-Owned Enterprises and Other Responsible Ministers

Description

This class of outputs involves the provision of policy and ownership monitoring advice
on SOEs and CROCs to the Minister for SOEs, including:

• advice on setting ownership objectives and targets for SOEs and CROCs, strategic
direction, the size and nature of the Crown’s investment in this sector and residual
implementation issues

• monitoring and advising Ministers about SOE and CROC performance against
these objectives and targets

• management, on behalf of Ministers, of the director appointment process and
performance assessment of SOE and CROC boards.

Performance measures

Quantity

The Minister for State-Owned Enterprises (SOEs) will expect policy and ownership
monitoring advice outputs in this output class to be supplied on the basis of a work
programme agreed between the Minister for SOEs and the Executive Director of
CCMAU (as amended from time to time).

In providing monitoring and policy advice to Ministers, CCMAU will be particularly
guided by contributing to overarching goal 1 through:

• promoting the efficient use of resources in the economy

• encouraging businesses to develop a stronger capacity to adapt successfully to
changing conditions in international and domestic markets.

A key aspect of this role involves CCMAU facilitating successful relationships between
the Government (Ministers and officials) and the companies (chairs and chief
executives).

The output class will contain the following five main outputs detailed in the work
programme with the Minister for SOEs:

• Monitoring and relationship management.

• Ministerial support.
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• Business planning.

• Policy advice.

• Assisting in new SOE establishment.

Ongoing functions and policy initiatives for the year will be within these outputs.

CCMAU will report quarterly to Cabinet through the Minister for SOEs on performance
against expectations, of SOEs and CROCs in accordance with the Cabinet-agreed
contents of that report.

In addition CCMAU will meet the expected timeframes for reports and papers to the
Minister, as detailed in the work programme.

CCMAU expects to respond, on behalf of the Minister for SOEs and other
Responsible Ministers, to:

• up to 500 replies each year to ministerial correspondence

• up to 200 replies each year to parliamentary questions

• up to 20 replies each year to Official Information Act requests.

Quality

The Minister for SOEs will expect advice to be delivered in accordance with the
following quality standards:

• The aim of the advice is clearly stated and the advice answers the questions set.

• The assumptions behind the advice are explicit and the argument is logical and
supported by the facts.

• The facts in the papers are accurate and all material facts are included.

• The advice demonstrates a sound knowledge of the Crown company’s business,
the environment within which the company operates and the consequences of
shareholder or company actions.

• An adequate range of options is presented and the benefits, costs and
consequences of each option are assessed.

• CCMAU has consulted with other government agencies and other affected parties
and possible issues are identified.

• The problems of implementation, technical feasibility, timing and consistency of
recommendations have been considered.

• The format meets Cabinet Office and ministerial requirements; the material is
effectively, concisely and clearly presented; and the material has short sentences
in plain English and is free of spelling, grammatical and numerical errors.

Half-year and end-of-year reporting will enable the Minister to assess actual
performance in output delivery against these expectations.



VOTE STATE-OWNED ENTERPRISES

B.5 Vol.III       361

Timeliness

Timeframes for the delivery of the outputs in this output class will be agreed between
the Minister for SOEs and the Executive Director of CCMAU for the financial year.
The Minister for SOEs will expect:

• all reports, verbal advice, parliamentary questions, ministerial correspondence and
Official Information Act requests to be delivered within the agreed or statutory
timeframes

• an appropriate response to requests for attendance at Parliament during debates
and at Cabinet and select committee meetings.

The Executive Director will provide the Minister for SOEs a half-year and an annual
report on progress delivering the outputs agreed in the work programme.

The Executive Director and/or the Principal Advisor SOEs will meet at least fortnightly
with the Minister for SOEs to discuss the outputs in the agreed work programme.

Cost

This output class will be provided within the appropriated sum of $1.657 million
(inclusive of GST).

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue
GST excl

$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1999/00 1,657 1,473 1,473 1,473 -

1998/99 1,534 1,364 1,364 1,364 -
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Part D - Explanation of Appropriations for Other
Operating Flows

Part D1 - Benefits and Other Unrequited Expenses

There are no appropriations for Part D1.

Part D2 - Borrowing Expenses

There are no appropriations for Part D2.

Part D3 - Other Expenses

There are no appropriations for Part D3.
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Part E - Explanation of Appropriations for Capital Flows

Part E1 - Capital Contributions

There are no appropriations for Part E1.

Net Worth of Entities Owned

The Minister for SOEs is the responsible Minister for the Government’s ownership
interests in SOEs and some Crown entities (the Minister of Finance is the other
shareholding Minister). The estimated net worth (total assets less total liabilities) of
SOEs and CROCs which are monitored under the auspices of Vote SOEs are listed in
the table below.

In most cases changes in net worth result from the net effects of profit (after tax),
dividends paid and capital injections or withdrawals.  The data for these organisations
are based on forecasts provided for inclusion in the 1999 Budget.

The exceptions are those companies where the Crown’s shareholding is 50% or less
of the total, in which case generally accepted accounting practice requires that the
value of the shareholding be shown at historic cost.  In the table below, this only
applies to the airport companies.

Statement of Estimated and Forecast Net Worth

Balance
Date

Estimated Net
Worth

 30 June 1999
$ million

Forecast Net
Worth

 30 June 2000
$ million

State-Owned Enterprises:

Agriquality NZ Ltd 1 October 12 13

Airways Corporation of New
Zealand Ltd

30 June 42 42

Asure NZ Ltd 1 October 10 11

At Work Insurance Ltd 30 June 16 213

Electricity Corporation of New
Zealand Ltd

30 June 6 3

Genesis Power Ltd 30 June 552 584

Land Corporation Ltd 30 June 394 396

Meridian Energy Ltd 30 June 1,659 1,684

Meteorological Service of New
Zealand Ltd

30 June 6 6

Mighty River Power Ltd 30 June 312 347
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Balance
Date

Estimated Net
Worth

 30 June 1999
$ million

Forecast Net
Worth

 30 June 2000
$ million

New Zealand Post Ltd 31 March 194 207

New Zealand Railways
Corporation

30 June 6 6

Solid Energy NZ Ltd 30 June 87 94

Terralink (NZ) Ltd 30 June 2 2

Timberlands West Coast Ltd 31 March 114 118

Transpower New Zealand Ltd 30 June 948 974

Television New Zealand Ltd 31 December 260 272

Vehicle Testing New Zealand
Ltd

30 June 7 7

Crown Entities:

Animal Control Products Ltd 30 June 2 2

Housing New Zealand Ltd 30 June 3,559 3,504

Quotable Value NZ Ltd 30 June 5 8

Radio New Zealand Ltd 30 June 17 17

Crown Companies (that are not
Crown entities):

Christchurch International
Airport Ltd (25% share)

30 June 14 14

Dunedin Airport Ltd (50%
share)

30 June 2 2

Invercargill Airport Ltd (45%
share)

30 June 1 1

Government Property Services
Ltd

31 March 31 31

R Corporation Ltd 30 June 5 5

Part E2 - Purchase or Development of Capital Assets of the Crown

There are no appropriations in respect of Part E2.

Part E3 - Repayment of Debt

There are no appropriations in respect of Part E3.


