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Foreword

This report reviews the performance of 49 government-owned 
enterprises that have full or partial commercial objectives. 
Collectively these enterprises employ over 40,000 people and, as 
at 30 June 2013, held assets of around $125 billion: $45 billion in 
commercially-focused entities, some listed on the NZX; $52 billion in 
investment funds; and $29 billion in policy-focused assets. 

The Crown Ownership Monitoring Unit’s (COMU’s) goal is to protect value, enhance 
performance and manage the risks associated with the Crown-owned enterprises 
monitored in line with the Crown’s preferences and priorities. As well as providing 
advice to Ministers on performance, COMU promotes transparency through public 
disclosure initiatives. The purpose of the Annual Portfolio Report (APR) is to provide 
further disclosure in combination with the information flows from the entities 
themselves. 

Like any business enterprise, Crown-owned assets are affected by prevailing economic 
conditions. The near-term outlook for the New Zealand economy is robust, with an 
increasingly embedded and broad-based expansion in activity forecast. Business 
confidence is at a near 15-year high and the NZX50 increased by almost 30% over the 
course of 2012/13. Real gross domestic product (GDP) is forecast to accelerate from 
2.7% in the year to March 2013 to a peak of 3.6% in the year to March 2015. Near-
term growth is expected to be amongst the fastest in the Organisation for Economic 
Co-operation and Development (OECD). The increase in commodity prices, particularly 
for dairy products, contributes to strong growth in nominal incomes, with nominal GDP 
growth of around 7% expected by mid-2014. The growth outlook continues to reflect 
the net impact of a large number of supporting and constraining forces. Factors on 
the supportive side include the Canterbury rebuild, accelerating net migration inflows, 
recovery from drought and near record commodity prices, while the elevated exchange 
rate and ongoing fiscal restraint represent constraining factors, as do considerable 
risks associated with global economic developments.

The overall positive trends suggested by share market returns and from forecasts do 
not, however, protect entities from the risks of their own operating environments. Two 
State-owned enterprises (SOEs) – Learning Media and Solid Energy – have faced 
financial distress through failing to adequately manage their particular businesses. 
These failures have increased the focus on the Crown’s commercial ownership 
framework. While Solid Energy and Learning Media attracted much attention, overall 
performance in the commercial priority sector has been modest and performance 
across other parts of the portfolio has been mixed. 

There is a substantial investment by the Crown in these businesses, and it is 
reasonable to expect a return commensurate with the risk. The Crown has a strong 
emphasis on optimising the way in which its balance sheet is employed and should not 
have capital tied up in underperforming assets. 
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There have been some significant changes in the portfolio of entities monitored by 
COMU, with the Accident Compensation Corporation (ACC) and Housing New Zealand 
Corporation (HNZC) added and a number of new entities created. The APR presents 
performance analysis of three areas:

 � companies where commercial performance is the priority:

 � those listed on the New Zealand Stock Exchange (NZX), and

 � other commercial priority entities – SOEs, Television New Zealand Limited 
(TVNZ), Public Trust and corporatised airports

 � entities responsible for investing Crown funds (the Crown financial institutions, or 
CFIs), and

 � “multiple objective” entities, where the ownership rationale is policy driven. These 
form two types:

 � policy priority entities; ACC, the Crown research institutes (CRIs), HNZC, Radio 
New Zealand (Radio NZ), New Zealand Lotteries Commission (NZ Lotteries) 
and New Zealand Railways Corporation (NZRC), and

 � special purpose entities, tasked with a special purpose where government 
ownership or partnership is deemed appropriate. These include companies 
set up under s4A of the Public Finance Act 1989: Crown Fibre Holdings (CFH), 
Research and Education Advanced Network New Zealand Limited (REANNZ), 
Health Benefits Limited (HBL), T maki Redevelopment Company (TRC) and 
Southern Response Earthquake Services Limited (Southern Response).

Recent changes to the Public Finance Act 1989 require the Treasury to prepare an 
Investment Statement every four years, describing and stating the value of the Crown’s 
significant assets and liabilities. The next Investment Statement is due in 2014. This 
APR complements the Investment Statement, focusing on entity-level and portfolio-level 
performance of the commercially-focused entities, CFIs and multiple-objective entities. 

Commercial priority entities, including those listed on NZX

In the 2013 calendar year, Mighty River Power (MRP) and Meridian Energy (Meridian)
listed on the NZX with the Crown maintaining a majority holding. The Crown also 
sold down its investment in Air New Zealand Limited (Air NZ), retaining around 53% 
ownership. This APR separates listed companies from the commercial priority entities, 
as they represent a significant new ownership category and are more subject to capital 
market disciplines with a share price reflecting a market perception of value. 

Given the recent listing of both MRP and Meridian, it is not yet possible to assess this 
portfolio in terms of change in value from last year. However, points to note include:

 � Air NZ’s share price outperformed the NZX50 Gross Index in the 2012/13 financial 
year.

 � Over MRP’s brief period of listing prior to the end of the financial year it 
underperformed the NZX50 Gross Index. 



6

For the residual commercial priority portfolio, overall performance (with some notable 
exceptions) was mediocre. Portfolio net profit after tax (NPAT) was just $20 million, 
with the poor performances by Solid Energy ($335.4 million loss), KiwiRail ($174.6 
million loss) and Learning Media ($9 million loss) being partially offset by strong returns 
from Transpower ($264 million), Airways ($22 million) and AsureQuality ($10 million). 
Total shareholder return (TSR) excluding KiwiRail was 3.0%. This compares with 
negative 8.2% in 2012 (noting that the 2012 TSR has been restated following the recent 
availability of Solid Energy's estimates of commercial value). This overall result does 
not represent a satisfactory return in an environment where stock market indices have 
performed strongly.

TSR is an important trend metric and relies on credible estimates of commercial value. 
Valuation models are dependent on subjective assumptions which can impact valuation 
significantly. For this reason independent valuations have again been commissioned. 
These highlighted some differences, but the major variances were Transpower where 
the Board’s valuation was much lower than the external valuation owing to different 
(but valid) methodology and a higher discount rate, and New Zealand Post (NZ Post) 
where the change to the Deed of Understanding occurred after the Board’s valuation 
so the lower valuation was essentially due to a timing difference. We include a valuation 
update as a special topic on page 16.

Crown financial institutions

Funds under management in the four CFIs totalled $51.9 billion at year end, up from 
$44.2 billion at 30 June 2012. The overall CFI portfolio has produced solid absolute 
returns and active investment management decisions have added value across 
the board. New Zealand Superannuation Fund (NZSF) and ACC in particular had 
successful years, with NZSF having a record return of 25.8%. All funds outperformed 
their respective benchmarks/reference portfolios over the year. 

Annual performance can be volatile and we place greater weight on long-term 
performance relative to low-cost, passive benchmarks. The five-year return on the CFI 
portfolio’s assets has been 7.8% p.a. which is ahead of the return on the New Zealand 
Government Stock Index.

ACC’s strong performance has come from value added by active investment 
management decisions and keeping investment costs low. NZSF invests more heavily 
in growth assets, such as equities, and its performance largely reflects strong returns in 
those markets.
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Multiple objective entities

In this category each entity needs to be assessed individually as standard financial 
performance measures do not provide sufficient evaluation nor can the entities be 
adequately aggregated for performance analysis. However, several general themes 
have emerged:

 � 2012/13 has been a year of transition. Many of the special purpose and time-limited 
entities were still defining the details of their role (eg, TRC, Network for Learning), 
facing change (eg, AgResearch, Southern Response) or reaching a point in their 
lifecycle where their purpose is due for reassessment (eg, New Zealand Venture 
Investment Fund [NZVIF]). As well, a number of these entities are facing changes to 
their policy environment, performance measures or of their leadership through new 
Chairs and/or Chief Executives. 

 � There have been some robust performances by individual entities. ACC, Crown Asset 
Management Limited (CAML) and NZ Lotteries have had strong financial performance. 
HBL and Local Government Funding Agency Limited (LGFA) have delivered well on 
their objectives to date.

 � This portfolio now includes some very large assets and liabilities; for example, HNZC 
and ACC, where strong stewardship is critical to deliver best policy outcomes. 
Challenges lie not just with the entities, but also with the Crown in ensuring that 
policy delivery options are evaluated and then entities are given clear guidance on 
how they are expected to perform. 

Board appointment activity 

There have been 10 new Chair appointments, five of which took effect after 30 June 
2013. In addition, there was an active governance appointment programme, with 
60 new appointments or elevations of serving directors, 70 reappointments and 51 
retirements. This represents increased activity over the previous year, reflecting five new 
boards being added to COMU’s responsibilities.

This board activity and resulting board demographics are detailed on page 14.

Management of value a priority

After the global financial crisis, governments globally are focused on improving the 
performance of the State sector, including state-owned assets. As a result, state 
asset owners are less tolerant of underperforming businesses and are looking for 
ways to drive better performance by being more effective owners. Technology and 
innovation, as well as increased competition arising from the lowering of trade barriers, 
has accelerated the pace of change in the global business environment, making 
sustainable value creation more difficult to achieve. Strategic decisions need to be 
made more frequently, which is difficult for owners to do successfully unless they are 
well-informed about the businesses they own, including having a dynamic perspective 
on the drivers of value. 

New Zealand is no exception. Ministers have an increased willingness to consider 
alternatives to current institutional arrangements with an expectation that the Treasury 
will take a more active approach to monitoring and advisory functions. 
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There is a focus on the contribution that improved governance, monitoring and 
structures can bring to management of the Crown’s assets.

 � Ensuring that board appointment processes are optimal is a vital part of value 
management. Board appointments are Ministers’ primary tool for exercising their 
ownership rights (see the “Fit for Purpose Governance?” special topic on page 21).

 � The collapse of international coal prices and the impact on Solid Energy led to 
a thorough examination of monitoring practices. External evaluation by Deloitte 
concluded that “we do not believe that the failure of Solid Energy has highlighted 
a material failure in Treasury’s monitoring processes. We do believe that the 
failure does raise questions about how these processes are applied and whether 
Treasury’s response was forceful enough or occurred soon enough given that the 
Company provided cause for concern over an extended period.”1 As a result, COMU 
is implementing the recommendations made for improvement including a greater 
focus on professional investor techniques, scenario analysis, risk assessment and 
use of external expertise. 

SOEs now represent a minority proportion of the portfolio’s value. This means 
monitoring will continue to evolve, with the bulk of assets now being financial (funds 
invested in the CFIs) and multiple objective (HNZC in particular). With a better 
economic outlook, most entities should improve their performance in 2013/14, and 
the changes to our commercial operations function will be designed to drive the 
improvement. 

Andrew Turner 
Deputy Secretary, Crown Ownership Monitoring Unit 

1 The Deloitte report has been released under the Official Information Act 1982 and can be viewed in full at 
http://www.treasury.govt.nz/publications/informationreleases/solidenergy/index.htm#deloitte
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Crown financial institution performance
CFI returns and value added for 2012/13 (before tax and after fees)

%

■ Fund Return  ■ Benchmark/Reference Portfolio Return  ■ Value Added
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Listed  
Entities 
$14.8b

Multiple  
Objective 

$29.2b
Listed  

Entities 
$4.0b

Multiple  
Objective 

$3.6b

Asset Composition

2013 2012

Crown  
Funds 
$51.9b

Commercial 
Priority 
$30.6b

2013 2012

The nature of assets under 

the Crown’s commercial 

stewardship has changed 

over the past 12 months...

with the Crown’s 

Commercial and Financial 

Portfolio now representing 

around 50% of the Crown’s 

asset base. The inclusion 

of HNZC and ACC has 

significantly increased the 

Commercial Portfolio. 

$51.9b 
Funds under 
management 

(2012: $44.2b)

$7.6b 
Investment 

returns 
(2012: $2.1b)

17.1% 
Return on funds 

(2012: 5.0%)

Strong equity markets 

meant every fund 

outperformed the relevant 

benchmark in 2013 which 

meant positive added value. 

The Crown’s Commercial and 
Financial Portfolio: Highlights

Other 
Social 

$117.8b

Other 
Social 

$137.8b

Commercial 
Priority 
$47.7b

Crown  
Funds 
$47.2b

Three of the four funds’ 

longer-term relative 

performance was 

broadly consistent. NZSF, 

however, has added 

substantial value over the 

most recent three-year 

period.

CFI rolling three-year performance relative to passive benchmarks

 %

— ACC  — NZSF  — GSF  —  NPF
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$2.0b 
Net capex  

(CP & listed) 
(2012:$2.9b)

$2.8b 
EBITDAF 

(CP & listed) 
(2012: $3.1b)

$750m 
Dividends  

(CP & listed) 
(2012: $506m)

3.0% 
Total shareholder 

return (CP) 
(2012: -8.2%)

Commercial value in 

aggregate is similar to 2012 

with the increased TSR 

driven by Transpower’s 

dividend. 

Stronger cash flows, higher 

dividends and reduced 

capital expenditure are 

positive trends but largely 

due to Transpower’s capex 

spend and larger dividend.

Air NZ had the fifth best 

return of companies in the 

NZX50G, outperforming the 

index strongly.

MRP underperformed 

the index in the short 

period since listing in May. 

(Meridian was listed after 

balance date.) 

Listed and Commercial Priority Portfolio 
Performance
Total Shareholder Return (excluding KiwiRail) – commercial priority

%

■ Dividend Return  ■ Value Gain Return  ■ TSR  

$6.9b 
Commercial value 

(2012: $6.8b)

Listed and commercial priority – Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  — Net op cash flow

Listed company sharemarket performance

 %

— AIR  — MRP (start 10 May 2013)  — NZX50G
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Commercial Portfolio

The Crown’s Commercial Portfolio includes a diverse range of 
businesses with commercial objectives. They are expected to 
achieve levels of commercial performance comparable to non-
Crown businesses.

The portfolio consists of:

 � Listed Companies: Companies listed on the NZX2 with the Crown owning a majority 
holding – Air NZ, MRP and Meridian. Meridian was an SOE as at 30 June 2013, but 
listed in October 2013. 

 � Commercial Priority Entities: Entities that operate as commercial enterprises 
in competitive environments. They include all SOEs, TVNZ, Public Trust, the 
Corporatised Airports and FairWay Resolution. The airports and FairWay are new to 
this category in 2013.

 � Crown-managed Funds: Funds managed on behalf of the Crown – ACC’s 
Investment Fund, the Government Superannuation Fund (GSF), NZSF and the 
National Provident Fund (NPF).

 � Multiple Objective Entities: This category includes ACC, HNZC, the CRIs, NZ 
Lotteries and special purpose entities such CFH, CAML and Southern Response. 
New entities in this category for 2013 are Network for Learning, ACC, HNZC, LGFA 
and TRC.

The resultant portfolio has significant exposures in the financial, energy, housing and 
transportation sectors as highlighted by Figure 1.

Figure 1 – Portfolio sector profile – Asset values as at 30 June 2013

 
Source: COMU

The Crown’s Commercial Portfolio is described in Table 1 which lists entities by entity 
form and portfolio classification.

2 Air NZ, MRP and Meridian are also listed on the Australian Stock Exchange (ASX).

Financial/
Funds
$70.6b

Energy
$20.8b

Housing
$17.2b

Transport
$8.8b

Other
$9.1b
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Table 1 – The Crown’s Commercial Portfolio

State-owned Enterprises Crown Companies Crown Entities

NZX Listed 
Entities 

Air NZ (73%)3 

MRP (52%)

Meridian Energy (100%)

Commercial 
Priority 

Airways 

Animal Control Products

AsureQuality

Genesis 

KiwiRail Holdings

Kordia

Landcorp

Learning Media

MetService

NZ Post (incl. Kiwibank)

Quotable Value

Solid Energy

Transpower 

TVNZ 

FairWay Resolution

Christchurch Airport (25%)

Dunedin Airport (50%)

Hawke’s Bay Airport (50%)

Invercargill Airport (2.8%)4 

Public Trust 

Crown-
managed 
Funds 

ACC (Fund only)

EQC

GSF 

NZSF

NPF

Multiple 
Objective 
Companies 
and Entities 

NZRC CRIs:
 � AgResearch
 � ESR
 � GNS Science
 � Landcare Research 
 � NIWA
 � Plant & Food Research
 � Scion (Forest Research)

Crown Asset Management

CFH

LGFA (20%)

Network for Learning

NZVIF

Radio NZ

REANNZ

Southern Response

TRC (59%)

ACC

HNZC

NZ Lotteries

3 Note that these are the ownership percentages as at 30 June 2013. Since then, Air NZ has moved to 53% 
and Meridian to 51% as at 30 November 2013.

4 As at 30 June 2013, with the Crown ownership being relatively minor, Invercargill Airport has been excluded 
from this report.
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Corporate Governance
Board appointment activity 1 July 2012 to 30 June 2013

COMU is responsible for assisting Ministers to manage their board member 
appointment and reappointment processes. At year’s end, these included 52 boards 
covering 13 ministerial portfolios.5

Five new boards were added during the financial year: The Network for Learning 
Limited (Minister of Education); ACC (Minister for ACC), HNZC and TRC (Minister of 
Housing) and Crown Irrigation Investments Limited (Minister for Primary Industries). 
The ownership of Invercargill Airport Limited (IAL) and the structure of Industrial 
Research Limited (IRL) changed, and COMU is no longer involved in their board 
appointment processes.

Further information on the boards included, and the appointments process, is available 
on COMU’s website (www.comu.govt.nz).

During the year there were:

 � 51 retirements of individual board members (41 in previous year)

 � 70 reappointments of serving directors to the same position (47 in previous year), and

 � 60 new appointments, or elevations of serving directors to Chair or Deputy Chair 
roles (53 in 2011/12).

All of these appointment decisions are taken by the responsible Minister and in most 
cases are referred to Cabinet as well.  

New Chairs

The portfolio had a number of new Chair appointments during 2012/13.

Table 2 – New Chair appointments (1 July 2012 up to 30 June 2013)

Entity New Chair Retiring Chair

Crown Irrigation Investments Limited* Alison Paterson n/a – new company

The Network for Learning Limited Helen Robinson n/a – new company

TRC Martin Udale n/a – new company

Earthquake Commission* Sir Maarten Wevers Michael Wintringham

Guardians of New Zealand Superannuation Gavin Walker David May

HNZC* Dr Allan Freeth Dr Alan Jackson

Learning Media Jenn Bestwick Sandy Maier

NZVIF* Murray Gribben Sir John Anderson

Public Trust* Sarah Roberts Trevor Janes

Solid Energy Mark Ford John Palmer

* Appointment took effect after 30 June 2013.

Also after the end of the financial year, Tony Carter replaced John Palmer as Chair of 
Air NZ, and Dr Rod Carr replaced Dr Arthur Grimes as Chair of the Reserve Bank of 
New Zealand (RBNZ). On these boards, the Chair is elected by the board itself from 
within its membership, rather than appointed by a Minister. 

5 For five of these entities, COMU is not involved in performance monitoring and therefore they are not 
included in the “Entity Performance” pages at the back of this report.
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Table 3 – Demographic breakdown, as at 30 June 2013

Ethnicity Female Male Total

European 29.8% (95) 56.1% (179) 85.9% (274)

M ori 4.4% (14) 6.2% (20) 10.7% (34)

Pacific Peoples 0.3% (1) 0.0% (0) 0.3% (1)

Asian 0.0% (0) 1.0% (3) 1.0% (3)

Other/Unspecified 0.6% (2) 1.6% (5) 2.2% (7)

TOTALS 35.1% (112) 64.9% (207) 100.0% (319)*

Table 4 – Demographic breakdown, as at 1 July 2012

Ethnicity Female Male Total

European 30.0% (91) 58.2% (177) 88.2% (268)

M ori 4.6% (14) 5.3% (16) 9.9% (30)

Pacific Peoples 0.0% (0) 0.3% (1) 0.3% (1)

Asian 0.0% (0) 1.0% (3) 1.0% (3)

Other/Unspecified 0.3% (1) 0.3% (1) 0.6% (2)

TOTALS 34.9% (106) 65.1% (198) 100.0% (304)

Table 5 – Regional distribution of directors

Region As at 30 June 2013 As at 1 July 2012

Northland 2 2

Auckland 114 101

Waikato 18 19

Bay of Plenty 14 11

East Cape 2 2

Hawke’s Bay 11 12

Taranaki 2 1

Manawatu-Whanganui 4 2

Wellington 77 77

Tasman 2 1

Nelson 6 7

Marlborough 1 1

West Coast - -

Canterbury 39 39

Otago 15 17

Southland 2 3

Overseas 10 9

TOTALS 319 304
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Special Topic: Independent 
Commercial Valuation Reports
Why commercial value matters

The principal objective of an SOE is to operate as a successful business. In the 
absence of SOEs being exposed to a market assessment of their value, estimates of 
commercial value take on heightened importance. 

The commercial valuation is a forward-looking measure, generally based on the 
net present value of future cash flows. It therefore sets an expectation for future 
performance, the achievement of which is required to maintain or to increase value. 
The boards of SOEs are required to estimate the commercial value of the Crown’s 
investment and disclose their estimates annually in their Statement of Corporate Intent 
(SCI). It is important that such valuations are credible and verified from time to time. 

Background

To provide an independent view of the value of entities, COMU commissioned 
independent commercial valuation reports for all the commercial priority companies, 
except for Solid Energy which had yet to estimate its commercial value for either 2012 
or 2013. The external valuers have access only to publicly available information, not the 
company’s own forecasts. Copies of the reports are available on the COMU website.

The analysis requires consideration of the major factors that affect the cash flows of the 
company. It also requires estimation of the discount rate, which depends on the risk-
free interest rate, the company’s costs of capital and the risk of the business. 

Although a valuation tends to be expressed as an exact number (usually the mid-point 
of a range) it is important to note that it is a result of highly subjective assumptions. 
The “value” must be looked at in the context of those assumptions and in particular 
the sensitivity analysis done on each of the main ones. Identifying and quantifying key 
value drivers and risks is essential to managing the Crown’s assets well. 

Book value and commercial value

One measure of the value of a company is the book value of equity. The book value 
of equity can deviate significantly from market value if the earning power of the assets 
has changed since they were acquired (or revalued). Book values are affected by 
accounting policy decisions, and may not be relevant for service firms with low asset 
bases (eg, MetService).

By comparison, commercial value is a forward-looking measure, generally based on 
the net present value of future free cash flows, often called the discounted cash flow 
method (DCF). 
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The following table provides a summary of the commercial valuation reports 
commissioned in 2011 and 2013, and the SOE boards’ own estimate of commercial value, 
published in their SCI or Statement of Intent (SOI). We comment in turn, on changes in the 
boards' valuations and on situations where the boards' valuation differ materially from the 
independant valuation.

Table 6 – Valuations summary

Company value
$m

Board’s estimate  
(SCI or SOI) 

Independent 
valuation

Difference 
from 2013 
SCI or SOI

Book value 
of equity 

20132011 2012 2013 2011 2013

Airways  117.6  128.6  134.8  118.3  139.0  4.2  67.7 

Animal Control Products  6.2  5.7  4.0  8.1  4.3  0.3  5.5 

AsureQuality  94.8  89.3  116.3  93.4  125.8  9.5  37.3 

Kordia Group  112.0  144.1  132.2  137.0  146.4  14.2  93.4 

Landcorp 1,400.0 1,450.0 1,435.1 1,352.0 1,302.0 (133.1) 1,317.3 

Learning Media  16.5  11.7  9.9  11.7  0.0**  (9.9)  (4.5)

KiwiRail (484.0) (715.0) (574.0)  (342.7)  (595.0)  (21.0)  587.5 

MetService  49.3  52.6  52.7  50.1  52.5  (0.2)  16.9 

NZ Post 1,024.0  973.0  986.0  984.5* 1,252.0  266.0  1,089.1 

Public Trust***  36.0  31.3 - n/a  10.6  (20.7)  37.6 

Quotable Value  33.0  38.6  40.5  26.9  32.1  (8.4)  17.2 

Transpower 1,600.0 1,700.0 1,700.0 2,051.5* 2,266.0  566.0  1,410.2 

TVNZ  306.3  329.0  370.0 n/a  309.7  (60.3)  158.1 

Total 4,311.7 4,238.9 4,407.4  4,490.8  5,045.4  637.9  4,833.3 

Total excluding KiwiRail 4,795.7 4,953.9 4,981.4  4,833.5  5,640.4  658.9  4,245.8 

Numbers in bold if difference (or change in value) is greater than +/- 20%.

*  Average of two valuation reports commissioned.

** No report was prepared. The board has recognised (in September 2013) that the company did not have a viable ongoing 
business and it is being wound down through a managed process.

*** The Public Trust Board did not prepare a valuation in 2013. The difference is calculated from the 2012 Board valuation instead.

Sources: Entity Annual Reports, SCIs, SOIs and Commercial Valuation Reports commissioned by COMU

Change in boards’ estimate of value – SCI valuation

The companies’ estimates of commercial valuations have broadly remained at similar 
levels to the previous year, with the reported value of the portfolio increasing by 
$200 million6 (5%). The most significant changes in value were:

 � KiwiRail’s increase in commercial value of $141 million – due to the conversion 
of $323 million of KiwiRail’s debt to equity, and also a further $250 million equity 
injection from the Crown in 2012/13. Offsetting this $573 million increase in equity is 
a reduced earnings outlook, from KiwiRail’s inability to renegotiate the terms of its 
contract with Solid Energy and because of Solid Energy’s declining coal volumes. 
Overall, we consider it will be challenging for KiwiRail to achieve the operating cash 
flows needed to support even the valuation of negative $574 million. 

6 This figure excludes the Public Trust which did not provide a board estimate of the commercial value in 2013.
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 � TVNZ’s increase in commercial value of $41 million – mainly owing to an increase in 
year one to five cash flows as a result of lower forecast operating costs and capital 
expenditure. The valuation is also sensitive to the expected terminal value growth 
rate, and TVNZ has assumed a 2% growth rate in the calculation of terminal value. 
Given the significant change occurring in this industry it may be challenging for 
TVNZ to achieve this level of growth (we note that revenue in 2013 is below 2008). 
In the past six years the Board’s estimate of TVNZ’s commercial value has varied 
widely from as low as $183 million to as high as $370 million, this year.

 � AsureQuality’s increase in commercial value of $27 million – owing to an increase 
in the forecast cash flows (arising from growth in the company’s higher margin 
business – non-meat inspection revenue). This year is the first significant increase 
in the company’s valuation since 2009 ($85 million) despite strong financial 
performance in the past five years. 

Figure 2 – Movements in value
 $m

■ Board Estimate of Commercial Value (excluding KiwiRail)  ■ Book Value of Equity (excluding KiwiRail)   

■ Independent Commercial Valuations (excluding KiwiRail)

Sources: Entity Annual Reports, SCIs, SOIs and Commercial Valuation Reports commissioned by COMU  

In aggregate in the past three years the ratio of reported commercial value to the book 
value of assets has remained constant at 1.2 times. This is supportive of the proposition 
that increases in commercial value are closely aligned with the change in value of the 
assets employed by the companies. It also suggests that, in aggregate, the boards’ 
valuations are robust. 

Change in independent valuations

The most significant changes from the 2011 independent commercial valuations were 
the changes in the valuation of Transpower, NZ Post, KiwiRail and AsureQuality. The 
aggregate increase in value of $246 million includes:

 � Transpower’s commercial valuation increase of $215 million (10%) – Northington 
Partners’ valuation of Transpower of $2,266 million is a $215 million increase on 
the 2011 valuation of $2,052 million (reported in Table 6) that is the average of two 
valuations prepared in 2011. There was a significant difference between the two 
valuations: Forsyth Barr’s valuation of $2,396 million and First NZ Capital’s valuation 
of $1,707 million. The primary source of divergence was the valuers making a 
different assumption about the margin between the regulated Weighted Average 
Cost of Capital (WACC) set by the Commerce Commission and investor WACC 
(what the valuers consider an appropriate expected investor return). The approach 
taken by Forsyth Barr in 2011 is most similar to that taken by Northington Partners 
this year.
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 � NZ Post’s commercial valuation increase of $268 million (27%) – the main reasons 
for the increase are the assumption made about the Deed of Understanding7 and 
the performance of Kiwibank. In 2011 both independent valuers (First New Zealand 
Capital and Macquarie) assumed no changes to the Deed of Understanding in their 
base case valuation. This resulted in enterprise values for the postal business of 
negative $35 million and $3 million. This year Ernst & Young assumed that changes 
to the Deed of Understanding took effect from July 2015 and valued the postal 
business at $117 million. This assumption has been proved correct with the Deed 
changes now approved. The $922 million valuation of Kiwibank increased (2011 First 
NZ Capital $806 million, Macquaries $779 million) owing to growth over the past two 
years in lending assets and customers, which has led to higher net interest income 
and cash flow.

 � KiwiRail’s commercial value decrease of $252 million – the reduction from the previous 
independent commercial valuation in 2011 is because of the reduced earnings outlook 
as outlined previously. 

 � AsureQuality’s commercial valuation increase of $32 million (34%) – is mainly owing 
to an increase in the forecast free cash flows as discussed and a small reduction to 
the DCF discount rate.

Difference between boards’ estimates of commercial value and 
independent valuations

Variations between boards’ estimates of commercial value and the independent 
commercial valuations are to be expected as the latter are based on public information 
rather than detailed business plans. In addition, the valuer and company are likely to 
make different assumptions about future growth potential and the WACC assumption 
(risk-free rate, assets beta, leverage etc). For the Commercial Priority portfolio the 
difference between the total board estimate of commercial value of $4.4 billion and the 
independent valuations of $5 billion was positive $638 million (14.5%). The difference in 
value includes:

 � Transpower – the board assesses its value as being $566 million lower than the 
independent valuation. This is due to a lower assessed margin between the 
regulated WACC and investor WACC, and to Transpower including a deferred tax 
liability of $208 million in its valuation. Northington Partners excluded the deferred 
tax liability because they considered that the liability would continue to be deferred. 
The board’s estimate of commercial value is a combination of the book value of 
equity for regulated activity assets, and a DCF valuation of the non-regulated activity. 
By comparison, the board, using a fully DCF approach, estimates the commercial 
valuation at $2 billion. 

 � NZ Post – the board assesses its value as being $266 million lower than the 
independent valuation. This difference is mainly because NZ Post prepared its 
valuation on the basis of no changes being made to the Deed of Understanding, 
while Ernst & Young has assumed that changes to the Deed would be made which 
would improve the future financial viability/performance of the postal business. 
Because the Deed has subsequently changed, we expect that the board’s next 
valuation will be much closer. 

7 The Deed of Understanding, among other things, prescribes the delivery frequency and the number of 
outlets.
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 � Landcorp – the Landcorp board has assessed its commercial value as being 
$133 million higher than the independent valuation. This is primarily because 
Landcorp excluded the Crown’s holding of redeemable preference shares of 
$118 million from the company’s total liabilities when calculating its commercial 
valuation. 

 � Public Trust – the board was not asked to provide a commercial valuation for 
2013. However, an independent valuation was done as part of the Crown’s recent 
strategic review of Public Trust’s business. This 2013 valuation is $10.6 million, 
compared with the board’s 2012 valuation of $31.3 million. The lower valuation is 
due to more conservative revenue growth assumptions and excludes the value of 
historic tax losses. The 2012 board valuation was calculated on a value in use basis 
using discounted cash flow methodology and assigned value to the tax losses. The 
independent valuation was based on a market valuation and calculated using a 
dividend discount model. 

 � TVNZ – the board assesses its value as being $60 million higher than the 
independent valuations, due to it having higher forecast cash flows and using a 
lower WACC of 8.7% as the discount rate (KPMG used a WACC of 10%). 

 � Quotable Value – the board assesses its value as being $8.4 million higher than the 
independent valuation. The difference is mainly because of a higher terminal value 
cash flow ($3.2 million) and a lower WACC assumption being used by the company 
($3.1 million). The company has also used a terminal value growth rate which is 
0.5% higher than the independent valuation, which accounts for another $0.7 million. 

Conclusion

In aggregate:

 � the boards’ estimate of commercial value of $4.4 billion is $200 million higher than 
the 2012 valuation; however, the increase in value is largely attributable to the 
change in the value of KiwiRail, and 

 � the boards’ estimate of value is $638 million less than the independent valuation 
owing to some significantly different assumptions being made with respect to 
Transpower and NZ Post. 

Nevertheless, the alignment between the movement in book value and board valuation 
suggests that SOE boards in general are taking a more robust approach to their 
commercial valuations.

It is expected that valuers will have differing views on the key valuation assumptions, 
and therefore derive a higher or lower valuation. However, the differing views are helpful 
to test the robustness of the boards’ estimate of commercial value and our assessment 
of the companies’ financial performance based on TSR. 

Valuation is a dynamic process with the company’s future performance being 
continually assessed and the assumptions being reviewed and revised. 
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Special Topic: Fit for Purpose 
Governance?
Events over the past 12 to 18 months have raised questions and placed demands on 
Crown governance systems. We have seen:

 � one SOE wound down (Learning Media)

 � another SOE in serious financial difficulties (Solid Energy)

 � several entities transferred into COMU’s commercially-oriented portfolio, and other 
new ones set up, and

 � two companies removed from the SOE schedule with minority stakes listed on NZX.

With all these changes, it is timely to address how well the established governance 
system is working. Within the constraints of the current state ownership model, is the 
Crown’s governance approach still fit for purpose?

The theory of good practice...

There is a substantial body of international guidance about what good practice in 
governance looks like. Various national and international codes, and guidelines of good 
or best practice principles, have been produced. These do not presuppose that there is 
a “right” mix of state versus private ownership, but describe good/best practice within 
national settings. These documents include:

 � financial aspects of corporate governance (aka the Cadbury Report)

 � OECD principles of corporate governance

 � OECD guidelines on corporate governance of SOEs

 � OECD summary of good practices for boards of SOEs

 � the Institute of Directors’ Four Pillars of governance best practice, and 

 � the Financial Markets Authority's (FMA) (formerly Securities Commission’s) 
Corporate Governance in New Zealand principles and guidelines. 

New Zealand’s Crown system of governance practice generally stands up well (albeit 
not perfectly) against these yardsticks and, arguably, is regarded internationally as 
amongst the best. For example, OECD and other bodies that intermittently compare 
and contrast national practices often cite aspects of New Zealand practices as 
examples of good or better practice. Inevitably, a close examination would identify 
some specific examples of poor New Zealand practices, but the generalised conclusion 
is that our framework of governance is sound. We should not be overly comfortable 
about this however. The question is, what would move it from being more than just 
sound? 

Partly, that can be addressed by looking at where there are gaps between New Zealand 
practice and the international frameworks. Box 1 provides COMU’s self-assessment 
against two of these frameworks, and identifies a number of development areas that we 
are working on.
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Assessment of governance practices against OECD benchmarks

We have self-assessed the Crown’s governance regime against benchmarks set by 
OECD publications:

 � Guidelines on corporate governance of SOEs, and 

 � Boards of Directors of State-Owned Enterprises: An Overview of National Practices.

OECD guidelines on corporate governance of SOEs

There are six guidelines, assembled by reviewing national practices across OECD, 
then reaching consensus on what constitutes best practice. The guidelines cover the 
following topics:

OECD guideline New Zealand...

1 An effective legal and regulatory 
framework for SOEs 

complies fully with all 6 criteria

2 The state acting as owner complies with 5 of 6 criteria

3 Equitable treatment of shareholders complies fully with all 4 criteria

4 Relations with stakeholders complies fully with all 3 criteria

5 Transparency and disclosure complies fully with all 5 criteria

6 The responsibilities of the boards of 
SOEs

complies fully with all 6 criteria

New Zealand practice complies with 29 out of 30 sub-guidelines. The one exception is 
the absence of a formal ownership policy, and this is being investigated. Even where 
we are compliant, the guidelines reinforce our drive for improvement in areas like 
transparency, disclosure and information sharing.

Boards of Directors of SOEs: Summary of good practice

OECD has also published a set of seven criteria for “good board practice” (with 30 sub-
factors) based on its research amongst member countries. See:

OECD criteria for good board practice New Zealand rating...

1 Role of the board (4 factors) ... complies with 3; 1 partially met

2 Nomination framework and practices (8 factors) ... complies with 7; 1 rating not met

3 Board composition (8 factors) ... complies with 6; 1 partially met; 1 not 
applicable

4 Training and induction (2 factors) ... complies with both factors

5 Remuneration (2 factors) ... 1 factor partially met; 1 factor not applicable

6 Boardroom efficiency (3 factors) ... 2 factors met; 1 with insufficient data

7 Board evaluations (3 factors) ... complies with 2; 1 partially met

Again, the assessment is subjective, and points to areas for incremental improvement, 
rather than wholesale change. This can be illustrated by considering the two areas 
where we did not fully meet the criteria:

 � “Board appointments, even in wholly owned SOEs, should be entrusted to the AGM 
of shareholders.” Under New Zealand legislation, shareholding Ministers make 
appointments in wholly owned SOEs after a process that includes wider input and 
consultation, and consideration by Cabinet. In our context, a vote at AGM would not 
alter the outcome or add to the process. Listed companies follow the NZX norm of 
appointment at AGM, with the Crown recording its position as shareholder. 
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 � “Well-structured board evaluations can act as a helpful tool informing the nomination 
process.” In New Zealand, COMU as ownership agency does not see board 
evaluations, though there is a ministerial expectation that annual evaluations will be 
undertaken by boards. Oral feedback is received from the Chair, and this may be an 
input to nomination decisions. Should the feedback loop be more formalised? This 
is an area we are looking at, as part of a more general review of our board evaluation 
practices. It may be better practice that a board “owns” the evaluation processes 
and outcomes itself. 

Overall, the bigger messages from our reading of these criteria are that there are no 
big holes, that most areas are acceptable, but that it is also important to continue to 
periodically review board remuneration, evaluation, Chair and committee skills and 
skills development activities. There is an acceptance that the public sector does not 
remunerate directors at the same level as the private sector and this is not inconsistent 
with other international positions such as Australia. 

...in practice

As the OECD has observed in its stocktakes of variations in national practices: 
“Increasingly, what appears to distinguish best practice from less good practice, is not 
legal rights, but rather the manner in which the government influences the course of 
SOEs.” It identifies several key success factors in enhancing boards. These are:

 � shared visions of governance reforms to be achieved

 � clearly communicated policies and objectives to SOEs

 � abstaining from ad-hoc interventions in SOEs once their objectives have been 
defined

 � well-defined training programmes for board members as well as for government-
ownership representatives

 � enhanced channels of communication between CEOs, boards and the ownership 
function, and

 � increased transparency around the conduct of boards, management and the 
government ownership function.

Our commentary on the New Zealand situation is as follows.

The first three items on this list deal with role clarity, objectives and matters of who 
decides. In large part these are addressed via the legislation (eg, State-Owned 
Enterprises Act 1986), annual letters of expectation from shareholding Ministers, the 
resultant SCI (or SOI) and the Owners’ Expectations Manual. But these mechanisms 
can be static and compliance-oriented unless they are supported by strong 
relationships, regular communication and mutual trust.

This point was echoed in the Deloitte report that reviewed the Treasury’s monitoring 
of Solid Energy, as a notable example where management, board and the owner’s 
representatives did not share a trusting, collaborative relationship. There were other 
lessons from the Deloitte report also, including:

 � better sharing of views on board and Chair performance between monitoring and 
appointments teams
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 � greater use of external expertise where identified concerns are not addressed by 
companies

 � building the quality of COMU’s analysis so that it carries weight with companies, and

 � adding some additional tools that COMU can use to influence company 
performance.

These lessons have been incorporated a series of value management projects. These 
have been introduced in the Foreword and represent an important part of moving from 
a state of “good practice” governance to “effective” governance. The difference may 
appear subtle, but is critical in terms of impact.

The other item on the OECD’s list that merits comment is that relating to training. In 
2013, COMU commissioned and introduced a series of expert-led “master-classes” 
on important governance issues, specifically tailored for the Crown director audience. 
Topics included:

 � CEO recruitment, remuneration, performance and succession

 � understanding the M ori economy and partnering with M ori

 � managing the treasury function

 � financial governance and risk mitigation

 � credit ratings, capital structure and Economic Value Added (EVA), and 

 � IT governance.

These were in addition to induction programmes for new Crown directors and 
networking events with guest speakers. About one-third of the director community 
attended at least one training session during the year, and feedback was positive. 
Even though Crown appointees to COMU-administered boards tend already to be 
experienced company directors, this participation in understanding the nuances of 
the Crown environment is encouraging. They will not guarantee better outcomes, but 
should assist in moving from a state of “best practice” (ie, by the book) to “effective 
best practice” (ie, in practice).

A final area of continued focus is diversity on Crown boards. Although diversity 
is not headlined in the OECD guidelines referenced in this article, it is now widely 
acknowledged as an essential feature of good governance. A primary mechanism 
to deliver diversity of thought around the boardroom, and the easiest component to 
report against, is gender diversity. Currently about 35% of COMU directors are female 
(by comparison, private sector boards are well under 20%). Equally important, about a 
third of the potential directors on COMU’s database (www.boardappointments.co.nz) 
are female, so it is generally possible to provide appointing Ministers with well-qualified 
candidates of both genders for consideration.

It is more difficult to amass accurate statistics about other categories of diversity (such 
as cultural, ethnic etc), but, where possible, our appointments work aims to foster 
diversity broadly. COMU works alongside, and supports other agencies within and 
outside the public sector to promote diversity initiatives, and help to increase the size 
of the pool of board-ready candidates. See pages 14–15 for an account of COMU’s 
appointments activity in 2013, and statistics regarding the boards we administer.
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...in conclusion

Overall, the Crown’s governance system compares well with the best international 
practice for state ownership, though there is still ample scope for continuous 
improvement and innovation and in ensuring that aims and objectives of the Crown as 
owner are well communicated to get best outcomes. 

Just ticking the “best practice” boxes in itself is not enough. In order to get results, 
strong communication levels, alignment of motivation and incentives, and mutual 
trust and credibility are also essential. These are not so easy to establish, enforce or 
measure.





Listed Companies
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Listed Company Portfolio Overview
Background to the Government Share Offers Programme

Air NZ has been operating under the Mixed Ownership Model since 2002. 

In 2011, the Government announced the intention to extend  the Mixed Ownership 
Model to:

 � Mighty River Power (MRP)

 � Meridian Energy

 � Genesis Energy 

 � Solid Energy.

The intention to reduce the Crown’s shareholding in Air NZ, whilst maintaining majority 
ownership was also signalled. 

The Government indicated five requirements for the mixed ownership programme:

i. The Government would have to maintain a majority controlling shareholding by 
owning at least 51% of the company.

ii. New Zealand investors would have to be at the front of the queue for shareholdings.

iii. The companies involved would have to present good opportunities for investors.

iv. The capital freed up would have to be used on behalf of taxpayers to fund new 
public assets and thereby reduce the pressure on the Government to borrow.

v. The Government would have to be satisfied that industry-specific regulations 
adequately protected New Zealand consumers.

The Public Finance (Mixed Ownership Model) Amendment Act 2012 was passed in 
June 2012. The key legislative provisions include: 

 � the Crown is required to hold at least 51% of all classes of issued shares and at 
least 51% of all classes of voting securities. The Government Share Offer companies 
cannot take any action which would result in the Crown having less than 51% control 
– in practice this means that the companies will need Crown support for equity 
capital raisings, and 

 � other shareholders are restricted from holding more than 10% of any class of issued 
share or any class of voting securities. 

Air NZ is not subject to this Act, but the policy in regard to Air NZ is the same.
 
In the 2013 calendar year, MRP and Meridian Energy listed on the NZX and ASX with the 
Crown maintaining a majority holding. The Crown has also sold down its investment in 
Air NZ, retaining around 53% ownership. This APR separates listed companies from the 
commercial priority entities, as they represent a significant new ownership category and 
are more subject to capital market disciplines than the unlisted entities.
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MRP 
35%

$1,522m

Air NZ 
22%

$962m

Meridian  
Energy 

44%
$1,949m

Air NZ 
43%

$1,194m

MRP 
57%

$1,609m

Air NZ 
100%

$692m

Given the recent listing of both MRP and Meridian Energy, it is not yet possible to 
assess this portfolio in terms of change in value from last year. However, points to note 
include:

 � Air NZ’s share price outperformed the NZX50 Gross Index (NZX50G) in the 2012/13 
financial year, and

 � over MRP’s brief period of listing prior to the end of the financial year it 
underperformed the NZX50G.

All the companies in which the Crown has a majority holding are “large cap” stocks, 
that is, companies with a relatively high market capitalisation (share price multiplied by 
issued capital) and average daily turnover. This in turn means that the weighting in the 
market indices of the New Zealand sharemarket is significant. 

One of the advantages of having Crown companies listed is the feedback the 
sharemarket provides. Because of the significance of the companies to the 
New Zealand sharemarket most sharebroking firms have analysts who provide 
research, estimates of value and recommendations on the companies. As a share price 
is a transparent measure of performance and value it provides for an improved degree 
of monitoring.

The Treasury’s over-riding objectives in relation to the listed companies in the Crown’s 
portfolio are to use monitoring and interaction with the companies to:

 � ensure optimum commercial performance, and

 � demonstrate to other investors that the Crown’s behaviour as majority shareholder 
will be commercially focused.

Figure 3 – Crown portfolio of listed companies

Total $692m 

As at 30 June 2012

Total $2,803m 

As at 30 June 2013

Total $4,433m 

As at 30 November 2013

Following the sale of approximately 49% stakes in the Initial Public Offerings (IPOs) 
of MRP and Meridian Energy, the Crown now holds majority stakes in three listed 
companies. 

As at 30 June 2013, the market value of the listed portfolio was $2,803 million. This was 
a considerable increase from June 2012 ($692 million) and was due to:

 � the listing of MRP in May 2013, and

 � the increase in Air NZ’s share price. 

Since 30 June the size of the portfolio has increased significantly again as a result of 
the listing of Meridian Energy instalment receipts; and further increases in the value 
of Air NZ. Offsetting this was the sell down of around 20% of Air NZ in mid-November 
2013.



30

It is important to note that the share prices of Meridian Energy, MRP and Air NZ 
reflect the market value of a minority stake in the companies. The Crown is a majority 
shareholder and value of its shareholding would therefore have a control premium.  

The market value of the combined holding was $4,433 million at 30 November 2013. As 
the Crown holds shares (not instalment receipts) in Meridian Energy, the market value 
of the holding has been calculated by adding the 50 cents payable in May 2015 to the 
instalment receipt price. 

Impact of Government Share Offer programme on the NZX

The effect of the Government Share Offer programme on the NZX is significant. Not 
only will the issues, once fully paid up and included (including the sell down of Air NZ), 
increase the size of the NZX50 by over $4 billion, the electricity generators and retailers 
(including privately owned Contact Energy and Trustpower) will become the largest 
sector in the NZX50. 

Measuring shareholder return

Having a portfolio of listed companies means COMU’s usual calculation of TSR is less 
appropriate. As outlined above, market capitalisation can be thought of as a proxy for 
a company’s net worth. In this respect the forecasts and recommendations of market 
analysts are important in providing an assessment of value that is reflected through the 
share price.

Comparative performance is also important and typically listed companies are 
measured against indices; both sector indices where available and market indices. 
The NZX50 is the benchmark index of the New Zealand sharemarket, containing the 
top 50 largest and most liquid (actively traded) listed companies but does not include 
dividends. The NZX50G accounts for both increases in market capitalisation and 
dividend return and is the appropriate one to use for relative market return. MRP’s and 
Meridian Energy’s performance can also be measured against the Energy Index. Due 
to the short time since listing (and the fact that Meridian Energy is not yet included) this 
APR does not use this approach. 

Air NZ

The market capitalisation of the Crown’s shareholding rose $502 million over the year. 
Together with cash dividends received of 5.5 cents per share the total return was over 
80% for 2013/14. (Since balance date, Air NZ has paid a dividend of 5.0 cents per 
share.) Over the same period, the gross index of the NZX rose by 30.6%. Air NZ was 
the fifth best performer of the companies included in the NZ50G.
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Figure 4 – Air NZ price performance
$ Share price (dividend adjusted)

– AIR  – NZX50G (rebased)

Sources: Capital IQ, Bloomberg, COMU analysis

Table 7 – Air NZ price performance

Total return
3 months 

to 30 June 13
6 months 

to 30 June 13
12 months 

to 30 June 13
+5 months 

to 30 Nov 13

Air NZ (3.3%) 17.5% 82.5% 15.6%

NZX50G 0.4% 9.2% 30.6% 8.0%

Difference (+/–) –3.7% +8.3% +51.9% +7.6%

Sources: Capital IQ, COMU analysis. The return calculated for Air NZ assumes that dividends are reinvested. This 
is done to enhance comparability with the NZX50G index.

Improving fundamentals, particularly operational performance, drove market analysts 
to revise upward earnings forecasts throughout the year. The graph below shows the 
trend of revisions and, broadly, the correlation those revisions have had with the share 
price. 

Figure 5 – Air NZ – FY14 revisions
$ Share price  FY14EPS $

– Share Price (LHS)  – FY14 EPS Consensus Estimate (adjusted)(RHS)  E Earnings Announcement  O Other Event

Source: Bloomberg

As at 30 November 2013 and using market data from Bloomberg, five of the seven 
equity analysts that cover the stock have a “buy” recommendation on Air NZ and two 
have a “hold” recommendation. The analysts’ consensus target price is $1.92.

E

E

E

E O
O
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Figure 6 – Air NZ – EBITDA (normalised)
$m 

 consensus

Sources: Capital IQ, Bloomberg, COMU analysis

Mighty River Power

MRP listed on 10 May 2013. Initially the share price was ahead of the $2.50 issue 
price but fell shortly after listing and has remained below that level. Since 30 June, 
shareholders have received a dividend of 7.2 cents per share. The Crown received 
$52 million from this dividend payment. 

Figure 7 – MRP price performance

$ Share price 

– MRP  – NZX50G (rebased)

Sources: Capital IQ, COMU analysis

As the graph illustrates, the share price of MRP has underperformed the New Zealand 
stock market since listing. 

Table 8 – MRP price performance

Total return
Listing date to financial year end 

10 May to 30 Jun 13
+5 months 

to 30 Nov 13

MRP (11.2%) 1.7%

NZX50G (4.3%) 8.0%

Difference (+/–) –6.9% –9.7%

Sources: Capital IQ, COMU analysis. The return calculated for MRP assumes that dividends are reinvested. This 
is done to enhance comparability with the NZX50G index. 
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Other listed energy companies (Contact and Trustpower) have also underperformed 
the market index.

Figure 8 – 2-year performance relative to NZX50G

$ Share price 

 

- - NZX50G  – CEN  – TPW  – MRP  – MELCA

Consensus earnings were generally increased after the full-year result was announced 
in August. At 30 November 2013 and using Bloomberg market data, of the eight equity 
analysts covering the stock, three recommend it as a buy, five as a hold. The analysts’ 
consensus target price is $2.54. 

Figure 9 – MRP – EBITDA (normalised)

$m

 
 consensus

Sources: Capital IQ, Bloomberg, COMU analysis
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Meridian Energy (instalment receipts)

Meridian Energy instalment receipts listed on 29 October 2013 so Meridian Energy has 
had a very short period as a listed company. At 30 November, only two equity analysts 
are submitting their forecasts and ratings to Bloomberg (there is a six-week embargo 
period for analysts whose firms are involved in the IPO). One rates Meridian Energy as 
a buy, the other as a sell.

Figure 10 – Meridian Energy – EBITDA (normalised)

$m

 
 consensus

Sources: Capital IQ, Bloomberg, COMU analysis
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Tony Carter

BOARd » Roger France, Paul 
Bingham, John Palmer, Jan 
dawson, Jim Fox, Rob Jager

ChIEF EXECuTIvE »  
Christopher Luxton

Activities

Air NZ operates domestic and 

international passenger, cargo 

and mail services, engineering 

and travel sales. It is the dominant 

airline in New Zealand and on key 

international routes to Australia, Asia, 

North America, Pacific Islands and 

the United Kingdom. 

www.airnewzealand.co.nz

Achievements

Air NZ continued with its fleet 

replacement programme, the B777:300 

aircraft replacing the B747:400 on long 

haul routes and the A320s replacing the 

B737 on main domestic routes. These 

upgrades bring significant fuel efficiency 

improvements. The first Boeing 787-9 is 

being assembled in the United States.

The cargo network has been expanded 

using interline partners and cargo 

volumes for Air NZ have increased.

Capacity is up 1.7% with growth in the 

short haul network. Passenger demand 

was up 2.7%.

Air NZ increased its stake in Virgin 

Australia from 19.99% to 22.99%.

Performance

Air NZ reported a strong result at the 

top end of its profit guidance range 

of $230 million to $260 million pre-tax 

profit. This was up 181% and was 

achieved in an environment where 

its global peers have struggled with 

profitability. The increase was driven 

by good cost control plus lower aircraft 

ownership and net interest costs. 

Air NZ achieved a big turnaround in 

the profitability of its long haul routes, 

lifting revenue 5% through increases 

in yield (4.3%) and load (1.6%). On 

short haul routes, passenger revenue 

increased 2% but domestic yields fell 

with aggressive discounting used to 

stimulate demand.

 

Air New Zealand Limited
Listed Company – majority owned by New Zealand Government

Unit costs fell, driven by lower fuel costs, 

passenger services costs and overheads, 

combined with smaller foreign exchange 

losses.

The combination of higher revenue and lower 

unit costs meant:

 � operating cash flow was the highest ever 

achieved at $750 million

 � gearing dropped to 39.1% which is a record 

low for the airline, and

 � return on equity (ROE) was over 10%, the 

best result since 2007.

Air NZ has committed to investing $1.8 billion 

in aircraft over the next three years. Market 

analysts are confident this investment can be 

managed within the strength of its existing 

balance sheet.

There is continued focus on improving 

customer experience across its products and 

services and Air NZ has had a 17% increase in 

the membership of Airpoints.

Based on market capitalisation and dividend 

yield, Air NZ’s TSR has been stellar.

Air NZ’s outlook statement points to improving 

financial outcomes in 2013/14:

“Based on the airline’s forecast of market 

demand and fuel prices at current levels, 

early results and forward bookings are 

encouraging.”

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

80.9 (19.1) 13.1

Dividend yield (%) 5.6 4.0 5.5

Dividend payout (%) 9.6 9.1 12.4

Adjusted ROE (%) 10.7 4.3 5.3

ROCE (%) 11.4 8.1 7.3

Operating margin (%) 16.3 12.8 10.4

Net gearing (%) 13.9 19.6 9.6

Interest cover 9.0 6.6 6.0

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 4,618 4,483 4,419 

EBITDAF 754 574 459 

NPAT 182 71 87 

Balance sheet ($m)

Total assets 5,612 5,459 5,123 

Total liabilities 3,796 3,771 3,487 

Market capitalisation 1,639 946 1,184 

Cash flows ($m)

Operating activities (net) 750 472 502 

Purchase of fixed assets 382 610 508 

Dividends paid 72 43 62 

Net cash flow 123 167 (28)

Key revenue drivers

2013 2012 Movement

Passengers carried 
(000s)

13,411 13,122 2.2%

Available seat 
kilometres (ASKs)(m)

33,167 32,618 1.7%

Revenue passenger 
kilometres (RPKs)(m)

27,733 27,013 2.7%

Load factor 83.6% 82.8% 0.8pts

Yield (cents per RPK) 13.6 13.5 0.9%

Net Asset  

Purchases

88%

Dividends

12%
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Meridian Energy power generation

Generation(GWh)

■ 5 Year Average  ■ SI Hydro  ■ Wind  – 2012 Total

Sources: EnergyLink, Forsyth Barr

Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Chris Moller

BOARd » Peter Wilson, John 
Bongard, Mark Cairns, Jan 
dawson, Mary devine, Sally 
Farrier, Anake Goodall, Stephen 
Reindler

ChIEF EXECuTIvE » Mark Binns

Activities

Meridian Energy is New Zealand’s 

largest electricity generator 

generating around 13,000GWh (30% 

of the total capacity). Generation is 

from hydro (90%) and wind (10%). 

Meridian Energy is the fourth largest 

retailer servicing around 272,000 

customers (14% market share). It 

supplies 40% of its generation to the 

Tiwai Point aluminium smelter.  

www.meridianenergy.co.nz

Achievements

Meridian Energy was the second of 

the SOEs to be listed on the NZX in 

2013 under the extension of the Mixed 

Ownership Model. The New Zealand 

Government sold 1.26 billion shares 

comprising 49% of the company and 

raising $1.26 billion from the first 

instalment with $628 million to come 

from the second instalment in May 

2015. The company listed on the NZX 

on 29 October 2013.

Performance

Meridian Energy reported significantly 

better financial results than last year 

reflecting more normal conditions from 

2012’s record low hydro inflow levels:

 � Underlying NPAT was up 53% to 

$163 million and gains on the sale of 

the Macarthur wind farm, non-cash 

fair value movements on financial 

instruments and a reduced level of 

impairments improved the reported 

NPAT by $221 million compared with 

2012. 

 �  The Energy Margin (energy sales 

revenue less energy related 

expenses and energy distribution 

expenses) increased from 

$763 million last year to $916 million.

 

Meridian Energy Limited
State-owned Enterprise*

 � Earnings before interest and taxation, 

depreciation and amortisation and fair-

value adjustments (EBITDAF) was up 

$108 million (23%) from higher smelter 

contracted revenue, increased generation 

(up 10%) and lower acquired generation 

costs. EBITDAF was adversely impacted by 

increased transmission costs of 33%.

 � Overall operating costs were up 8%. 

Excluding the one-off items relating to 

development and the initial public offering, 

costs increased 4%.

 � Operating cash flow was up 29% to 

$417 million from improved operating profit.

 � Total borrowings fell $645 million to 

$1,180 million with Meridian Energy having 

a gearing ratio of 14.5%.

Agreement has been reached with New Zealand 

Aluminium Smelters which sees a reduction 

in the smelter’s electricity charge. As a result, 

Meridian Energy is reporting a decrease in 

value of $476 million in the company’s annual 

revaluation of its generation assets. 

Customer numbers declined 5%. The transfer 

of Energy Direct New Zealand customers and 

Meridian Energy’s move out of the prepaid 

market were major contributors. Excluding 

Energy Direct New Zealand, North Island 

customer numbers grew 4% and Powershop 

customers grew by 7%.

Meridian Energy paid an interim dividend of 

$100 million and declared a final dividend of 

$153 million.

Financial performance highlights

2013 2012 5y ave

Dividend yield (%) 1.5 2.2 4.0

Dividend payout (%) 24.0 43.7 69.8

Adjusted ROE (%) 14.8 2.4 14.1

ROCE (%) 14.6 5.8 13.5

Operating margin (%) 21.6 18.5 26.1

Net gearing (%) 13.7 24.5 20.4

Interest cover  5.5  5.2  6.4 

Financial statements
Income statement ($m) 2013 2012 5y ave

Revenue  2,711  2,570  2,258 

EBITDAF  585  477  575 

NPAT  295  75  189 

Balance sheet ($m)

Total assets  7,737  8,693  8,157 

Total liabilities  3,049  3,867  3,397 

Cash flows ($m)

Operating activities (net)  417  322  375 

Purchase of fixed assets  251  510  334 

Dividends paid  100  141  262 

Net cash flow  168  (154)  62 

Performance against targets
Financial 2013 Target

Equity to total assets 60.6% 56% 

Gearing ratio 14.5% <30% 

FFO to interest cover ratio 4.7x 5x 

Non-financial 

Hydro forced outage 
factor

0.86% 0.34% 

Number of lost time 
injuries

0 0 

Net Asset  

Purchases

38%

Dividends

62%

*  As at 30 June 2013.  From 29 October 2013, Meridian 
Energy is a listed Mixed Ownership Model Company.
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Mighty River power generation

Generation(GWh)

■ 5 Year Average  ■ Geothermal  ■ NI Hydro  ■ Thermal   

– 2012 Total

Sources: EnergyLink, Forsyth Barr 

Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR »  Joan Withers

BOARd » Trevor Janes, Michael 
Allen, Prue Flacks, James Miller, 
Tania Simpson, Keith Smith

ChIEF EXECuTIvE » 
doug heffernan

Activities

MRP is a leading integrated 

New Zealand energy company. 

Its generation is primarily from 

renewable sources; hydro and 

geothermal. The company has 

the capacity to generate over 

7,000GWh annually, around 20% 

of New Zealand’s total electricity 

demand. The company has four 

retail brands, the largest of which is 

Mercury Energy.  

www.mightyriver.co.nz

Achievements

Successful commissioning of 82MW 

Ngatamariki Geothermal Station. 

MRP was the first of the SOEs identified 

in 2011 to extend the Mixed Ownership 

Model. The New Zealand Government 

sold 686 million shares to retail and 

institutional investors, comprising 49% 

of the company, and raising $1.7 billion. 

The company listed on the NZX in May 

with an issue price of $2.50.

Performance

MRP reported slightly better results 

than forecast in the prospectus issued 

for the IPO:

 � Operating earnings (EBITDAF) were 

2% ahead of prospectus.

 � NPAT was boosted by non-cash 

equity accounted earnings on the 

international geothermal business; 

underlying NPAT was 13% ahead.

 �  Energy margin was only 1% lower 

than the previous year despite the 

Waikato drought and hydro volumes 

being down 8%.

 �  The important LWAP:GWAP ratio 

(ratio between the average wholesale 

electricity purchase and sale price) 

was lower at 1.0 times compared 

with 1.09 times in the previous year. 

This has a positive impact on the 

operating margin.

 

Mighty River Power Limited
Listed Mixed Ownership Model Company

 � Operating cash flow was 7% above 

prospectus, mainly because of lower 

operating costs.

Capital expenditure was materially below 

prospectus ($252 million versus $344 million) 

with $64 million less spent on International 

Geothermal, net debt was $107 million lower 

at $1 billion.

An important feature of the result was 

the lowered capital expenditure targets 

for 2013/14. MRP has chosen not to take 

up its option to increase its investment in 

EnergySource, however it is discussing 

alternative investment opportunities with its 

partners, and is reassessing conditions in 

Chile before investing further.

The company stated at the time of its results 

that the board would consider capital 

management options in light of the stronger 

cash flows and resulting lower debt. In 

October the company announced the intention 

to buy back up to 25 million of its shares.

MRP maintained its guidance of $498 million 

EBITDAF for the 2013/14 year with growth 

driven off the commissioning of the 

Ngatamariki geothermal plant.

Financial performance highlights

2013 2012 5y ave

Dividend yield (%) 3.2 3.2 3.8

Dividend payout (%) 39.2 43.5 48.7

Adjusted ROE (%) 10.4 15.1 13.6

ROCE (%) 10.7 14.1 13.3

Operating margin (%) 28.2 30.4 33.3

Net gearing (%) 24.7 27.2 24.2

Interest cover 4.4 5.3 6.3 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 1,382 1,521 1,258 

EBITDAF 390 461 414 

NPAT 115 68 111 

Balance sheet ($m)

Total assets 5,802 5,877 5,268 

Total liabilities 2,620 2,863 2,385 

Cash flows ($m)

Operating activities (net) 286 277 275 

Purchase of fixed assets 201 312 211 

Dividends paid 112 121 134 

Net cash flow (28) 10 (5)

Performance against prospectus

Financial 2013 Target

Dividend (cps) 12 12 

Dividend payout (%)* 78 86 

Underlying earnings ($m) 180 159 

Free cash flow ($m) 217 195 

Energy margin ($m) 678 675 

Non-financial 

Total recorded injury rate** 0.76 0.90 

*  Payout as a percentage of free cash flow.

**  Includes employees and contractors.

Net Asset  

Purchases

59%

Dividends

41%





Commercial  
Priority Companies
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Commercial Priority Portfolio 
Overview
Performance summary

There are 19 entities included in the commercial priority portfolio. These comprise 13 
SOEs, plus TVNZ, Public Trust, FairWay Resolution and the three corporatised airports 
in which the Crown has a significant ownership share (Hawke’s Bay, Dunedin and 
Christchurch). These entities operate, for the main part, as commercial enterprises in 
competitive environments. 

The results of the commercial priority portfolio were relatively poor in 2012/13.

Key features of 2012/13: 

 � Operating profitability as measured by EBITDAF reduced by 17% from the previous 
year (from $1.77 billion to $1.47 billion). Revenue decreased by 4% from 2011/12, 
with the larger reduction in EBITDAF mainly attributable to one-off costs within Solid 
Energy (redundancy, restructuring and closures), and the impact of the drought 
affecting Landcorp’s operating margin. 

 � The portfolio generated NPAT of only $20 million which represents a meagre return 
on equity of just 0.2%. 

 � Capital expenditure of $1.56 billion was a reduction from the level of investment in 
2011/12 of $1.74 billion, as Transpower’s investment to enhance the national grid 
peaked last year, and Solid Energy scaled back its capital expenditure as part of its 
restructuring. 

 � Net gearing for the portfolio (excluding NZ Post/Kiwibank and KiwiRail) continued its 
upward trend, increasing from 45.3% at 30 June 2012 to 48.2% at 30 June 2013. 

 � TSR, excluding KiwiRail was 3%, comprising 6.5% dividend yield combined with 
a 3.5% decrease in the value of the portfolio. This compares with the TSR for the 
commercial priority portfolio in 2012 of negative 8.2%. Last year's APR reported 
a TSR of 3.4%, however Solid Energy was excluded from the calculation as its 
commercial valuation was not available. On 29 November 2013 Solid Energy’s 2012 
and 2013 SCIs were tabled and we have been able to recalculate the 2012 TSR to 
include Solid Energy.  

 � Dividends paid of $486 million were significantly higher than the total of $213 
million paid in 2011/12. This is because of Transpower’s final declared dividend of 
$205 million in relation to 2011/12 was not paid until 2012/13.

Portfolio review

Assessing performance at a portfolio level must be undertaken with some caution 
as the portfolio is made up of a diverse range of companies operating in a variety 
of different industries and that portfolio composition changes from year to year. 
High-level comments at a portfolio level risk being dominated by movements in the 
large companies or sectors that are overly represented. We encourage reading of 
the individual company summaries from page 46 which explain specific company 
performance in more detail.
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Table 9 – Commercial priority portfolio, five-year performance metrics

Performance measure 2009 2010 2011 2012 2013

TSR* 2.0% 19.3% 4.5% (8.2%) 3.0%

Dividend yield* 1.6% 4.2% 4.3% 2.5% 6.5%

Dividend payout 19.9% 45.4% 72.1% 28.4% 46.8%

Adjusted ROE 9.9% 8.8% 8.6% -17.4% 0.1%

ROCE 6.1% 5.8% 5.6% -3.3% 1.5%

Operating margin 19.3% 22.7% 23.4% 20.6% 19.7%

Net gearing 35.1% 38.8% 37.8% 44.1% 69.3%

Interest cover 2.6 3.4 3.0 2.7 1.6

* KiwiRail is excluded from these metrics because of significant changes in its valuation methodologies over the past few years, 
including the significant write down in its asset values in 2012. TSR and dividend yield calculation for 2012 have been restated 
to include Solid Energy following the delayed publication of its 2012 SCI. 

Table 9 shows the headline metrics for the portfolio according to its composition for 
that particular year. For example, the significant change in net gearing from 2012 
to 2013 is largely due to changes in portfolio composition rather than increased 
borrowing – ie, the considerable value associated with NZRC has moved to the mixed 
objective portfolio, while the separation of the listed entity portfolio means that Kiwibank 
comprises a larger proportion of the portfolio. For this reason, unless otherwise stated, 
the time-series analysis in this section is based on companies in the commercial 
priority portfolio in 2013. In some instances, analysis will exclude NZ Post and KiwiRail 
which have large and varying balance sheets that impact on a number of key metrics, 
skewing some overall portfolio results. NZ Post has approximately $15 billion of 
financial assets and liabilities and KiwiRail’s balance sheet has experienced significant 
change over the last few years. These significantly impact dividend payout, ROE, return 
on capital employed (ROCE), net gearing and solvency, masking the portfolio result.

Company financial performance 

Revenue marginally declined...

Total revenue decreased by 4% from $7.8 billion to $7.5 billion. Reductions in Solid 
Energy (decline in coal prices and reduced production) and Genesis (lower wholesale 
prices and lower generation) were partially offset by continued growth within Kiwibank’s 
lending business. 

Figure 11 – Revenue growth and profitability 2008/09 to 2012/13
$m   $m

– EBITDAF (left)  – NPAT (left)  – Revenue (right)
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...and operating earnings declined...

The decline in operating earnings was proportionately higher than the decline in 
revenue (17% decline in operating earnings compared to a 4% decline in revenue). This 
was mainly attributable to one-off costs within Solid Energy (redundancy, restructuring 
and closures), and the impact of the drought affecting Landcorp’s operating margin. 

...and the bottom line result was only marginally better than breakeven for the portfolio

The portfolio generated a net profit after tax of $20 million, which represents a return on 
equity of just 0.2%. This compares to a return on equity of negative 7.5% in 2011/12, 
which was impacted by the significant write down of KiwiRail’s balance sheet values. 
The current year’s performance was impacted by a decline in the performance of Solid 
Energy, asset impairments in NZ Post’s postal business, further asset impairments of 
KiwiRail’s capital expenditure and an impairment loss recorded by Landcorp as a result 
of a decline in the market value of its livestock. 

Companies reduced investment...

In 2012/13, total capital expenditure by the companies in the commercial priority 
portfolio reduced by 10% from $1.74 billion in 2011/12 to $1.56 billion this year. This is 
the first decline in capital expenditure over the last five years. Figure 12 provides further 
detail on the companies that have been the key drivers of this expenditure.

Figure 12 – Capital expenditure, 2008/09 to 2012/13

$m 

■ Genesis  ■ Transpower  ■ Solid Energy  ■ KiwiRail  ■ Other Capex

As Figure 12 shows, portfolio capital expenditure is dominated by KiwiRail and 
Transpower, and to a lesser extent Solid Energy and Genesis.

Transpower’s investment reduced this year as its project to upgrade the national grid 
peaked in 2011/12. KiwiRail’s capital expenditure started to decrease as its long-run 
projects to upgrade the Auckland and Wellington metropolitan networks reached the 
final stages. Investment in KiwiRail’s Turnaround Plan continued, and this was largely 
funded by a further $250 million investment by the Crown. 

Solid Energy’s capital expenditure reduced as it refocused its business on coal 
exploration, mining and marketing, and ceased investment in non-revenue generating 
activities including lignite conversion, coal gasification, seam gas and underground 
coal. The increase in capital expenditure by Genesis is attributable to its Tekapo canal 
remediation project. 
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In aggregate, the significant investment by companies over the past five years has not 
yet led to an improvement in financial performance and higher dividend returns to the 
shareholder. However, we are aware that investments are largely long-term, and the 
benefits may not be seen until future years.

...but gearing levels continued to increase

Over the past five years, net gearing of the current commercial priority portfolio has 
increased from 41.9% at 30 June 2009 to 69.3% at 30 June 2013. A large portion of 
this change is a result of KiwiRail’s assets both reducing in value and moving out of 
the commercial priority portfolio. In addition, NZ Post’s liabilities in particular have 
increased significantly, reflecting the substantial growth in its subsidiary Kiwibank. 
Adjusting for the impact of KiwiRail’s and NZ Post’s respective balance sheets, net 
gearing has increased from 39.5% to 48.2% over the five-year period. Figure 13 
highlights that most of this increase is attributable to Transpower, which has funded 
its significant investment programme by taking on additional debt, which we think is 
appropriate given the regulated nature of its operations and its predictable level of 
revenues.

Figure 13 – Net gearing, 2008/09 to 2012/13

% 

– Net Gearing  – ...excl NZ Post, KiwiRail  – ... excl NZ Post, KiwiRail, Transpower

Excluding Transpower (and KiwiRail and NZ Post) from the analysis shows that net 
gearing has remained relatively stable across the remainder of the portfolio at around 
35% over a five-year period. 

Shareholder returns

To create value for the Crown, commercial priority companies must, over time, make 
a return that covers the Crown’s cost of borrowing, plus a margin that reflects their 
business risk. 

TSR is one of the key metrics for analysing the performance of the companies in the 
commercial priority portfolio. TSR is the combination of dividends paid to the Crown 
(less any equity injections if applicable) and the change in commercial value of the 
Crown’s investment in the companies from the previous year.

TSR increases in 2012/13...

For 2012/13, TSR was 3% compared to (the restated) negative 8.2% for 2012. This 
consisted of a 6.5% dividend yield combined with a 3.5% decrease in the value of the 
commercial priority portfolio.
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Figure 14 shows the composition of TSR for the past five years (as earned by the 
portfolio composition that applied at that time). 

Figure 14 – TSR – Return composition 2008/09 to 2012/13

 %

■ Value Gain Return  ■ Dividend Return ■ TSR

The TSR calculations at the portfolio level are considered less robust in the early 
years. This is owing to companies in the portfolio adopting commercial valuation 
methodologies at different times and the ongoing vagaries of commercial valuations. 

However, in recent years, greater focus has been placed on companies producing 
credible commercial valuations and TSR is becoming a more robust measure of 
performance, albeit as a point in time estimate. This year (as we did two years ago) 
we have independently tested boards’ estimates of the commercial valuations of the 
companies, which is discussed in more detail on pages 16–20. 

...driven by increased dividends

The Crown receives cash returns from its companies by way of dividend payments. 
In aggregate, for the past five years the commercial priority portfolio has paid 
approximately $1 billion in dividends to the Crown (ie, an average of around 
$200 million p.a.). Figure 15 shows the dividend payment trend for the past five 
years, and highlights that in the past two years, dividends have been dominated by 
Transpower, which resumed dividend payments in 2011/12 following a detailed review 
of its capital structure and dividend policy. 

Figure 15 – Dividends for the last five financial years

$m 

■ Solid Energy  ■ Genesis  ■ Transpower  ■ NZ Post  ■ Landcorp  ■ Other 
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Conclusion

While there are some positive indicators in terms of TSR and dividend yield, the 
overall financial performance for the commercial priority portfolio was poor in 2012/13. 
Revenue and operating earnings declined, largely as a result of restructuring within 
Solid Energy. TSR improved from the negative return in 2012 on the back of significant 
dividend payments by Transpower. However NPAT and associated return on equity was 
minimal. 

Portfolio performance continues to be heavily weighted by the performance of the five 
largest entities, NZ Post (including Kiwibank), KiwiRail, Genesis, Solid Energy and 
Landcorp. 

The portfolio saw a reduction in capital investment, but still remained high as KiwiRail 
and Transpower continued to invest heavily. 
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ChAIR » Susan Paterson

BOARd » david Park, Susan 
huria, Terry Murdoch, Susan 
Putt, Chris Moxon, Grant 
Kemble, Robin Gunston

ChIEF EXECuTIvE » Ed Sims

Activities

Airways is a commercial provider 

of air navigation services and 

associated aviation infrastructure 

services in New Zealand and 

internationally. Airways’ core 

business comprises: 

 � Air Traffic Control 

 � Air Traffic Management, and

 � Navigation Services.

Airways manages all domestic 

and international air traffic within 

New Zealand’s 30 million square 

kilometres of airspace, around 7%  

of the world’s total. 

www.airways.co.nz

Achievements

Airways won the “IHS Jane’s global 

award for the best Operational 

Efficiency project” for its Performance 

Based Navigation (PBN) project in 

Queenstown. The project makes flying 

into Queenstown airport safer and 

more efficient. This project involved 

implementing GPS-guided flight paths 

which enable passenger aircraft to follow 

finely-tuned, highly-efficient flight paths 

in and out of Queenstown. In addition, 

the technology also allows more flights 

in poor weather and reduces delays.

Performance

The outperformance of Airways is 

primarily owing to the impact of the 

early termination of the Qualifying 

Technological Equipment (QTE) cross 

border lease. Airways approached the 

lessor and succeeded in negotiating an 

exit which was financially advantageous 

for Airways. Termination had:

 � a significant positive impact on 

revenues and NPAT of $18.8 million 

and $12.8 million respectively. 

 

Airways Corporation of New Zealand Limited
State-owned Enterprise

Adjusting for the impact of the QTE, which 

is arguably an abnormal item, revenue was 

$164.5 million (SCI target $173 million) and 

NPAT was $9 million (vs $8.4 million last 

year), and 

 � an equally significant impact on adjusted 

return on equity which was 37.1% (17.1% 

excluding the QTE impact).

Capital expenditure was up 32% on the 

previous year at $23.6 million but was below 

budget of $32.6 million.

Airways’ dividend was $2 million, which 

provided a dividend yield of 1.5% and the TSR 

was a modest 6.4%.

Key non-financial performance measures 

for Airways including system reliability and 

customer satisfaction were not achieved.

In May, Airways completed its pricing 

consultation process for the provision of 

Air Navigational Services for the three years 

beginning 1 July 2013. The new prices are 

designed to ensure investment in essential 

service enhancements and the transition to 

new technology. This should mean a more 

stable financial framework for Airways in the 

future. However, to substantially increase the 

value of the company, Airways will need to 

improve the profitability of its Global Services 

division which performed below forecast in 

2012/13.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

6.4 13.6 10.8

Dividend yield (%) 1.5 4.1 4.2

Dividend payout (%) 8.6 20.9 22.4

Adjusted ROE (%) 37.1 19.9 14.1

ROCE (%) 37.0 20.1 17.0

Operating margin (%) 26.9 18.2 18.5

Net gearing (%) 23.7 28.7 31.6

Interest cover  22.8  13.4 14.7

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 183 164 157 

EBITDAF 49 30 30 

NPAT 22 9 8 

Balance sheet ($m)

Total assets 149 143 142 

Total liabilities 81 96 91 

Commercial value (SCI) 135 129 121 

Cash flows ($m)

Operating activities (net) 23 24 21 

Purchase of fixed assets 24 18 18 

Dividends paid 2 5 5 

Net cash flow 1 (2) 1 

Performance against SCI

Financial 2013 Target  

Total shareholder return 6.4% 6.4% 

Revenue 183.3 173.8 

EBIT 32.4 10.3 

Dividend yield 1.5 1.5 

ROE 37.1% 11.8% 

Non-financial 

Safety performance –  
near collision incidents

0 0 

Service reliability (%) 99.88 99.95 

System operator – 
customer satisfaction 

 75%  80% 

Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

%

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

Net Asset  

Purchases

79%

Dividends

21%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » derek Kirke

BOARd » david Warburton

ChIEF EXECuTIvE » Colin Carter

Activities

Animal Control Products 

Limited’s (ACP) core business 

is the manufacture and sale of 

pest management products. 

ACP operates a research and 

development programme, and works 

closely with Landcare Research and 

other research agencies to enhance 

its existing products and develop 

innovative solutions for the pest 

control industry. 

www.pestoff.co.nz

Achievements

During the year ACP achieved the 

following:

 � exported non-1080 product 

to approximately 25 off-shore 

destinations

 � a steady improvement in bait quality 

which has helped contribute to lower 

possum population trends, and

 � continued research into opportunities 

for potential product diversification.

Performance

ACP has had a disappointing year, with 

both revenues and NPAT less than 70% 

of budget. This was mainly the result of: 

 � restructuring and cost containment 

measures by ACP’s two major 

clients, the Animal Health Board and 

the Department of Conservation

 � the absence of any large island 

eradication operations (such as 

Macquarie Island which boosted 

export sales in prior years), and 

 � the absence of any rodent plagues in 

Australia.

Whilst the last factor is difficult to 

predict, the significant decline in 

revenue and profitability has led to 

scaling back of forecasts. This, in 

turn, has resulted in a big drop in the 

company’s commercial value from 

 

Animal Control Products Limited
State-owned Enterprise

$5.7 million in 2012 to $4 million in 2013 

and a negative TSR for the year. ACP paid a 

$1 million dividend which is unchanged from 

previous years. 

During the year the board made the decision 

to increase the level of buffer stock of 1080 

held. This has now gone from four years of 

stock to over seven. The board made the 

decision after reviewing the implications of the 

fact that there is just one major supplier of the 

raw material globally. 

We expect ACP will continue to generate 

a moderate return on equity and pay a 

high proportion of its profits back to the 

Government as dividends. However, it 

is unlikely to return to historic levels of 

profitability in the short term owing to the  

factors noted above.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

(21.3) 15.2 2.6

Dividend yield (%) 10.3 23.6 14.6

Dividend payout (%) 44.3 144.5 68.5

Adjusted ROE (%) 10.0 31.1 25.1

ROCE (%) 14.8 41.3 36.7

Operating margin (%) 18.1 29.7 25.5

Net gearing (%) 0.0 0.0 0.0

Interest cover  248.7  88.9 126.9

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 4 6 6 

EBITDAF 1 2 2 

NPAT 0 1 1 

Balance sheet ($m)

Total assets 6 7 7 

Total liabilities 1 1 1 

Commercial value (SCI) 4 6 6 

Cash flows ($m)

Operating activities (net) 1 1 1 

Purchase of fixed assets 0 0 0 

Dividends paid 1 1 1 

Net cash flow 0 (1) 0 

Performance against SCI

Financial 2013 Target  

Total revenue ($m) 4.1 6.0 

Net profit after tax ($m) 0.4 0.7 

Total shareholder return (21%) 10% 

Return on equity 7% 14% 

Dividend yield 10% 10% 

Non-financial 

Products shipped meet 
the specifications for ISO 
9001

100% 100% 

Customers rate the 
company as satisfactory 
or better

100% 90% 

Level of 1080 stock to be 
held as buffer 

7+ 
years

4 years 

Net Asset  

Purchases

29%

Dividends

71%



48

Source and use of cash 
$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns 
%

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Janine Smith

BOARd » John Ashby, Margot 
Buick, Sarah haydon, dianne 
Kidd, Jane Lancaster, dean 
Nikora, hamish Stevens

ChIEF EXECuTIvE »  
Michael Thomas

Activities

AsureQuality was established as an 

SOE on 1 October 2007, from an 

amalgamation of Asure New Zealand 

Limited and AgriQuality Limited. 

AsureQuality’s core business 

comprises: 

 � Audit, Inspection (including ante-

mortem and post-mortem meat 

inspection) and Training 

 � Food Contaminants Testing 

 � Diagnostics (manufacturing and 

distribution), and

 � Biosecurity (under agreement with 

the Ministry for Primary Industries). 

www.asurequality.com

Achievements

Key achievements for the year included 

the signing of a collaborative framework 

agreement with China’s leading food 

corporation (COFOCO Corporation 

and Mengniu Dairy Company Limited), 

renewal of key customer contracts for 

the Auckland Laboratory and other parts 

of the business.

Performance

AsureQuality’s 2013 results showed 

significantly improved profitability and 

exceeded all financial targets:

 � Revenue was 10% ahead of target 

and 4% ahead of last year. Earnings 

before interest and taxation (EBIT) 

was over double the target of 

$7 million and illustrates the high level 

of operating leverage in the company.

 � Similarly, NPAT was double the target 

of $5 million, 36% ahead of last 

year. This was owing to the revenue 

mix changing towards higher 

margin business, improvements in 

productivity and lower than forecast 

costs associated with changes in the 

meat inspection regime.

 

AsureQuality Limited
State-owned Enterprise

 � Operating cash flow was $14.6 million 

compared with the target of $5.8 million.

 � The primary reason for the revenue and 

cash flow performance was an increase in 

testing volumes at AsureQuality’s Auckland 

and Wellington laboratories.

TSR was 38.5%, approximately 75% of the 

TSR came from an increase in commercial 

value, reflecting higher forecast future cash 

flows. Total dividends of $8.5 million were 

declared for the year including a special 

dividend of $2.5 million.

AsureQuality also met or exceeded all of its 

SCI targets for non-financial performance.

In 2011/12 changes were agreed to export 

red meat inspection standards by overseas 

regulators. These allow meat processors 

to either undertake non-food-safety-related 

quality control tasks themselves or continue to 

contract with AsureQuality for those services. 

The extent to which inspection services 

migrate to the meat processors is a significant 

risk for AsureQuality but in general the outlook 

for 2013/14 and beyond is positive owing to 

the international trend towards an increased 

focus on food quality.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

38.5 1.7 24.5

Dividend yield (%) 7.2 7.7 6.0

Dividend payout (%) 50.7 72.1 49.0

Adjusted ROE (%) 34.1 26.3 25.8

ROCE (%) 34.7 29.4 30.4

Operating margin (%) 12.1 10.1 10.7

Net gearing (%) 21.2 24.0 18.0

Interest cover  23.3  21.4 25.9 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  160  154  141 

EBITDAF  19  16  15 

NPAT  10  7  7 

Balance sheet ($m)

Total assets  75  74  67 

Total liabilities  38  39  33 

Commercial value (SCI)  116  89  94 

Cash flows ($m)

Operating activities (net)  15  10  11 

Purchase of fixed assets  4  4  5 

Dividends paid  7  7  5 

Net cash flow  0  0  (1)

Performance against SCI

Financial 2013 Target 

Revenue ($m) 160.0 146.2 

EBIT 14.5 7.2 

NPAT 10.1 5.0 

Net cash flows from 
operating activities

14.6 5.8 

Dividend yield (%) 7 5 

Total shareholder return 
(%)

39 6 

ROE (%) 28 14 

Non-financial

Staff turnover rate (%) 11% <12% 

Medically treated injury 
frequency rate 

11 <14 

Critical programme audit 
failures

Nil Nil 

Critical facility audit 
failures

Nil Nil 

Net Asset  

Purchases

45%

Dividends

55%
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Source and use of cash
$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

%

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

Overview

The Crown is part-owner of 

Christchurch International Airport 

Limited (CIAL) (25% ownership), 

Dunedin International Airport Limited 

(DIAL) (50%) and Hawke’s Bay 

Airport Limited (HBAL) (50%), which 

are all council-controlled trading 

organisations governed under the 

Local Government Act 2002 (LGA). 

During 2013, the Crown’s share 

of ownership in Invercargill Airport 

Limited (IAL) was reduced from 

45% to 2.8% following a share 

issue by the company that was 

fully subscribed by IAL’s majority 

shareholder, Invercargill City 

Holdings Limited. As a result of the 

Crown’s minor share in the company, 

IAL has been excluded from this 

report.

Performance

Christchurch International Airport 

Limited 

CIAL achieved an NPAT of 

$18.4 million, $3.2 million ahead 

of budget. NPAT was slightly lower 

than 2012 ($19.6 million); in part this 

is owing to the full funding cost of 

CIAL’s new terminal development now 

being accounted for as an expense 

rather than being capitalised to the 

project. During the 2013 financial 

year, 5.5 million passengers travelled 

through the terminal of whom 

4.2 million were domestic passengers 

(an increase of 1.5% from 2012), while 

international passengers decreased 

by 8.1% from 2012 falling from 

1.4 million to 1.3 million. The reduction 

in international passenger numbers 

is partly attributable to the withdrawal 

of Air Asia X as this airline contributed 

106,000 international passengers in 

2012. 

Dunedin International Airport Limited

DIAL exceeded its budgeted net profit 

after tax for 2012/13 by 60%, mainly as 

a result of increased non-aeronautical 

revenue. This increased because of 

DIAL’s purchase of a nearby petrol 

station during the year, and increases 

in carparking and property rentals. 

Aeronautical revenue was below 

 

Corporatised Airports
Council-controlled Trading Organisations

budget for the year by 5.5% owing to a 

reduction in domestic jet services. Expenditure 

was closely managed, which contributed 

to the positive result. As a result of DIAL’s 

strong performance, DIAL increased its 

dividend payment to shareholders in 2012/13 

to $660,000 (Crown share $330,000) from 

$396,000 in 2011/12. 

Hawke’s Bay Airport Limited 

HBAL experienced another solid year’s 

performance, with revenue in line with budget, 

and NPAT exceeding budget as a result of 

good cost management. Passenger numbers 

increased by 2.3% from 2011/12. HBAL also 

completed the resurfacing of its main runway 

and its cross runway during the year, on 

time and on budget. Development of HBAL’s 

business park continued, with an official 

opening of the ABB building taking place 

in March 2013. Further development of the 

building park will enhance HBAL’s ability to 

generate additional non-aeronautical revenue.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

33.9 14.9 8.5

Dividend yield (%) 1.2 2.2 1.5

Dividend payout (%) 18.3 31.1 23.4

Adjusted ROE (%) 4.6 5.4 2.7

ROCE (%) 4.8 6.0 6.3

Operating margin (%) 10.3 12.0 11.6

Net gearing (%) 0.0 0.0 0.0

Interest cover  248.8  72.2 87.8

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  38  35  32 

EBITDAF  21  20  19 

NPAT  6  6  4 

Balance sheet ($m)

Total assets  323  306  276 

Total liabilities  125  123  100 

Commercial value (SOIs)  259  220  216 

Cash flows ($m)

Operating activities (net)  15  14  13 

Purchase of fixed assets  19  20  20 

Dividends paid  3  4  3 

Net cash flow  (1)  0  0 

Performance against SOIs

Christchurch Airport 2013 Target  

Total revenue ($m) 125 122 

Net profit after tax ($m) 18.4 15.2 

Total passenger numbers 
(m)

5.50 5.51 ~

Aircraft movements (00) 71.7 66.8 

Dunedin Airport

Total revenue ($m) 12.5 11.3 

Net profit after tax ($m) 2.4 1.5 

Hawke’s Bay Airport

Total revenue ($m) 3.6 3.6 

Net profit after tax ($m) 1.1 0.9 

Total passenger numbers 
(000)

451 447 

Net Asset  

Purchases

86%

Dividends

14%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Peter Blades

BOARd » Anita Chan, Tupara 
Morrison, John Spencer

ChIEF EXECuTIvE »  
Greg Pollock

Activities

FairWay Resolution is an 

independent, Crown-owned 

company providing specialist 

complaint management and dispute 

resolution services in New Zealand. 

FairWay Resolution was formerly 

called Dispute Resolution Services 

Limited (DRSL) and changed its 

name in November 2013. The 

change reflects a broadening of its 

business focus to include dispute 

prevention, analysis and education. 

www.fairwayresolution.com

Achievements

Key achievements include:

 � a new contract with the Canterbury 

Earthquake Recovery Authority 

 � a two-year renewal of the Real Estate 

Agents Authority contract

 � approval to FairWay Resolution by 

the Government to establish its own 

Financial Dispute Resolution Scheme 

from 1 July 2014, and

 � negotiations which are underway 

to rollover the Telecommunication 

Dispute Resolution Scheme contract 

which expires on 31 December 2013. 

Performance

FairWay Resolution had a satisfactory 

year overall:

 � FairWay Resolution had an operating 

surplus after tax of $583,000 against 

a budget of $480,000. This result 

was achieved despite revenue being 

$609,000 below budget. The lower 

revenue was more than offset by 

control of costs.

 � TSR was 18%. This was calculated 

by the change in retained earnings 

(ie, the net surplus), as no dividend 

was received during the financial 

year. There has been a dividend of 

$200,000 paid post-balance date.

 

FairWay Resolution Limited
PFA Schedule 4A Company

FairWay Resolution’s future success depends 

on customer satisfaction with the services 

provided and this is monitored closely:

 � ACC Resolution Services: 71% (up 1% on 

last year) of respondents were satisfied or 

very satisfied with the service provided by 

FairWay Resolution; a further 15% held a 

neutral view. 

 � Telecommunication Dispute Resolution 

Scheme (TDR): 99% (up 8% on last year) 

of customers were satisfied with the TDR 

dispute resolution process including 95% 

(up from 73% in 2012) who provided the 

highest possible rating in this regard.

 � Financial Disputes Resolution Scheme 

(FDRS): 86% (same as last year) of 

respondents were either satisfied or very 

satisfied with FDRS’s role in handling their 

complaint.

 � Real Estate Agents Authority: 79% (up 2% 

from last year) of respondents were either 

satisfied or very satisfied with FairWay 

Resolution during the mediation process; 

72% were likely to recommend the service 

to friends.

FairWay Resolution’s diversification and new 

contracts are expected to lead to increased 

revenue and profitability over time.

Financial performance highlights

2013 2012

Total shareholder  
return (%)

18.0 n/a

Dividend yield (%) 0.0 24.7

Dividend payout (%) 0.0 20.9

Adjusted ROE (%) 16.5 34.6

ROCE (%) 23.1 45.8

Operating margin (%) 8.6 8.1

Net gearing (%) 0.0 0.0

Interest cover n/a n/a

Financial statements

Income statement ($m) 2013 2012

Revenue 15 15 

EBITDAF 1 1 

NPAT 1 1 

Balance sheet ($m)

Total assets 6 6 

Total liabilities 2 3 

Net assets 4 3 

Cash flows ($m)

Operating activities (net) 1 2 

Purchase of fixed assets 1 0 

Dividends paid - 0 

Net cash flow 0 1 

Performance against SOI

Financial 2013 Target

Retained earnings 583k 480k 

EBITDAF/revenue 8.8% 8.8% 

Return on equity 15.3% 13.3% 

Revenue growth 89k 600k 

Return on assets 9.9% 7.9% 

Non-financial 

Major contract 
renegotiation

Complete Complete 

Net Asset  

Purchases

70%

Dividends

30%
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Source and use of cash

 $m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Rt hon dame  
Jenny Shipley

BOARd » Joanna Perry,  
John dell, Graeme Milne, 
Rukumoana Schaafhausen, 
Andrew Clements, John Leuchars

ChIEF EXECuTIvE »  
Albert Brantley

Activities 

Genesis Energy Limited is an 

integrated energy company. 

Approximately 63% of its generation 

is thermal, 37% hydro and wind. 

Genesis has generation capacity 

of around 1,892MW, and is 

New Zealand's largest electricity and 

gas retailer. The company has a 31% 

interest in the Kupe Oil and Gas field 

and has contracted for 100% of the 

Kupe gas. 

www.genesisenergy.co.nz

Achievements

Genesis remediated two sections of 

Tekapo Canal over 13 weeks, completing 

Stage 1 of the two-year project. 

Genesis launched several retail products 

including a smartphone application 

(“MyMeter”). 

Dividends of $114 million were 

declared for the year.

Performance

The performance of Genesis over 

2012/13 was mixed, owing to difficult 

conditions including a long dry summer:

 � Reported NPAT was 21% higher 

than 2012. This was due to lower 

depreciation and amortisation, 

positive fair value gains and lower 

interest costs.

 � EBITDAF was down 13%, mainly 

owing to the Tekapo Canal outage 

(estimated effect $20 million to 

$25 million). It also included the 

effects of lower wholesale prices 

(down 17%), lower generation levels 

(down 15%) and under-recovery 

of some transmission and lines 

charges. Revenues were down 9% 

for the same reasons plus lower 

electricity and gas consumption 

owing to the warm Autumn. 

 

Genesis Energy Limited
State-owned Enterprise

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

2.8 (3.3) 4.9

Dividend yield (%) 2.8 0.0 1.5

Dividend payout (%) 25.1 0.0 12.1

Adjusted ROE (%) 7.3 9.3 1.8

ROCE (%) 9.0 10.3 3.7

Operating margin (%) 16.3 17.1 14.6

Net gearing (%) 33.7 35.1 33.1

Interest cover 4.7 4.7 4.6 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  2,070 2,265  2,005 

EBITDAF  336 387  295 

NPAT  105 86  22 

Balance sheet ($m)

Total assets  3,751 3,630  3,236 

Total liabilities  1,802 1,835  1,576 

Commercial value (SCI)  2,050  2,050  1,857 

Cash flows ($m)

Operating activities (net)  227 281  219 

Purchase of fixed assets  162  65 265 

Dividends paid  57  -  27 

Net cash flow  (2) 4  3 

Performance against SCI

Financial 2013 Target  

Return on capital 
employed (%)

9.1 10.1 

Gearing ratio (%) 33.9 34.1 

FFO to interest cover ratio 5.5x ≥ 5x 

Consolidated shareholder 
funds/total assets (%)

51.9 51.3 

Generator efficiency ($) 46.65 46.38 

Non-financial

Power station availability:

Hydro 83% 86% 

Huntly units 1–4 71% 79% 

Huntly unit 5 90% 87% 

Huntly unit 6 86% 80% 

Total recordable injury 
frequency rate (TRIFR)*

2.36 25% 

Serious incidents* 0 25% 

Near miss reporting* 790 20% 

Customer satisfaction 94% 90% 

* Target is level of impact over 2012. Actual rates/measures for 
2013 are shown.

 � Operating cash flow was down 18% owing 

to lower operating earnings as well as 

unfavourable movement in working capital.

 � Both electricity and gas customer numbers 

were up 3% due to an increase in South 

Island customers from the Tekapo 

acquisition in 2011 and a growing number 

of dual fuel customers. This equates to a 

27% market share of retail electricity and 

44% market share of retail gas. Average 

churn rate was 16.2% which was below both 

last year and the industry average.

 � The LWAP:GWAP ratio (ratio between the 

average wholesale electricity purchase and 

sale price) was lower at 1.02 times vs 1.06 

times last year. Although still above 1.0 

times, the improvement is a positive trend. 

A LWAP/GWAP ratio above 1 means the 

power company is selling its generation 

at a lower price on the wholesale market 

than the price at which its retail business 

purchases wholesale electricity.

Capital expenditure totalled $167 million 

($105 million related to Stage 1 of the Tekapo 

Canal project).
Net Asset  

Purchases

91%

Dividends

9%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Total turnaround plan capital expenditure from 
2010/11 to 2012/13

Excludes capital expenditure on the Auckland and Wellington 
Metropolitan networks as these are separately funded and do 
not form part of the Turnaround Plan.

External revenue and earnings growth since 
inception of turnaround plan
$m

■ External Revenue  ■ Net Operating Surplus before Major 

One-off Items  

ChAIR » John Spencer

BOARd » John Leuchars,  
Paula Rebstock, Bob Field, Kevin 
Thompson, Rebecca Eele,  
Guy Royal

ChIEF EXECuTIvE » Jim Quinn

Activities

KiwiRail owns and operates the 

New Zealand rail network and the 

Interisland ferry service. Major 

services include national freight, 

ferries, the Tranz Scenic long 

distance passenger services and 

provision of Metro passenger 

services in Wellington. Other KiwiRail 

divisions maintain the network and 

service the rolling stock. 

The KiwiRail group of companies 

was restructured in 2012. Refer to 

the commentary on the New Zealand 

Railways Corporation in the Multiple 

Objective Entity section.

www.kiwirail.co.nz

Operations

In 2012/13, KiwiRail:

 � improved the on-time performance 

of premium freight services to 89% 

(prior year 80%)

 � re-chartered the Kaitaki ship to give 

continuity of service for the next 

seven years

 � closed its Hillside operation with the 

foundry segment sold

 � mothballed the Napier Gisborne line

 � developed and began 

implementation of an organisation-

wide safety improvement plan.

Performance

KiwiRail underperformed all of its 

financial targets over the 2013 year:

 � KiwiRail achieved an operating 

surplus of $108 million compared to 

a budget target of $119 million.

 � KiwiRail’s performance was 

hampered by weather disruptions, 

an early end to the dairy milking 

season owing to drought, threatened 

Interislander industrial action 

and reduced coal volumes being 

produced by Solid Energy.

 

KiwiRail Holdings Limited
State-owned Enterprise

 � Total revenue grew by 1.6% from 2011/12, 1% 

short of its target of $734 million. 

 � Freight revenue continued to grow, with 

strong performance in the import/export and 

forestry sectors. However, this growth was 

partially offset by the factors outlined above. 

KiwiRail received Crown funding of 

$250 million in 2012/13 as a further investment 

in its Turnaround Plan, and is expected to 

receive $94 million in 2013/14.

Material earnings growth (needed to fund 

KiwiRail’s share of its planned capital 

expenditure) has not been achieved since the 

inception of the Turnaround Plan in 2010/11. 

KiwiRail is unlikely to become a financially self-

sustainable business in the foreseeable future – 

the key objective of the original Turnaround Plan.

Note on Financials

KiwiRail’s financial performance for 2013 

cannot be meaningfully compared to the 

historic amounts above due to:

 � the restructure of its balance sheet in 2012

 � a change in treatment of the “grant” revenue it 

receives from the Crown.

These factors impact on most of the 

performance measures above. From next year, 

more meaningful performance comparisons 

will be possible.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

n/a n/a n/a

Dividend yield (%) 0.0 0.0 0.0

Dividend payout (%) 0.0 0.0 0.0

Adjusted ROE (%) (45.0) (189.4) (193.6)

ROCE (%) (44.9) (132.4) (176.3)

Operating margin (%) 14.5 28.1 37.3

Net gearing (%) 18.5 12.6 8.2

Interest cover  3.8  6.5 13.2 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 727 888 935 

EBITDAF 105 250 364 

NPAT (175) (2,305) (402)

Balance sheet ($m)

Total assets 1,010 4,262 9,085 

Total liabilities 422 802 753 

Commercial value (SCI) (574) (715) 4,640 

Cash flows ($m)

Operating activities (net) 75 42 87 

Purchase of fixed assets 478 520 542 

Dividends paid - - - 

Net cash flow 29 (45) 6 

Performance against SCI

Financial 2013 Target

External revenue ($m) 727 734 ~

Net operating surplus 
($m)

108.2 119.3 

Capital expenditure ($m) 310.6 313.8 

Non-financial 

Freight net-tonne per 
km (m)

4,585 4,708 

New sleepers laid (000) 101 108 

New rail laid (km) 29 33 

Lines destressed (km) 155 250 

New wagons 360 75 

New locomotives 20 15 

Level crossing upgrades 8 10 

Internally 

Funded 

Capital 

Expenditure 

$304m
Crown 

Funded 

Capital 

Expenditure 

$750m
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Lorraine Witten

BOARd » John Allen, Anthony 
Briscoe, Rachel Farrant, Bryan 
hemi, John Quirk

Activities

Kordia is a telecommunications 

and media business that provides 

network and technology solutions. 

www.kordiagroup.com

Achievements

Kordia sold Orcon which it acquired 

back in July 2007. The sale, which was 

at a loss, was announced in April 2013 

and has allowed Kordia to bring its 

debt levels down and reset its strategy 

in New Zealand to become a leading 

network provider for businesses.

Kordia also continued work on digital 

switchover which will see the closure 

of the analogue television network. 

This frees up 700MHz spectrum which 

enabled the Crown to recently proceed 

with its planned auction to telco 

providers who are likely to purchase 

it for use in provision of 4G mobile 

services.

Performance

The loss on sale of Orcon meant 

Kordia’s performance against most of 

its key financial targets in its SCI over 

the 2013 year was mixed:

 � Kordia reported an NPAT of 

$3.7 million for the 2012/13 year 

compared with a budgeted profit 

of $8.5 million. The major factor 

was the loss on the sale of Orcon 

of $5.7 million. This largely reflects 

the consideration Kordia received 

for Orcon being lower than the 

book value of the net assets and 

liabilities of the company. Adjusting 

for this, Kordia reported above target 

earnings.

 � TSR was negative 6.9%, driven by 

a decrease in Kordia’s commercial 

valuation, again reflecting the sale 

of Orcon. The valuation decreased 

to $132 million from $144 million in 

the previous year. TSR remains well 

below estimated cost of equity of 

around 12%.

 

Kordia Group Limited
State-owned Enterprise

However, Kordia Solutions Australia achieved 

another year of record revenues. In particular, 

growth was achieved in the energy and natural 

resources market, and design work for the 

Australian National Broadband Network.

On 27 August 2013, the board declared a 

final dividend of $4 million bringing the total 

dividend to the Crown of $5 million for the 

2012/13 financial year, which was in line with 

its SCI target.

The current year (2013/14) is the period in 

which the impact of the digital switchover will 

be the greatest. Thus we expect Kordia to face 

another challenging year in terms of business 

profitability. 

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

(6.9) 29.6 (3.3)

Dividend yield (%) 1.4 0.8 0.4

Dividend payout (%) 182.5 2.3 1.8

Adjusted ROE (%) 3.9 13.6 (0.6)

ROCE (%) 9.3 15.8 5.9

Operating margin (%) 16.2 14.8 19.9

Net gearing (%) 35.1 40.5 43.6

Interest cover 7.6 8.5 6.7

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 309 398 303

EBITDAF 50 59 52

NPAT 4 12 (0)

Balance sheet ($m)

Total assets 215 259 250 

Total liabilities 122 167 158 

Commercial value (SCI) 132 144 151 

Cash flows ($m)

Operating activities (net) 1 44 33 

Purchase of fixed assets 23 35 24 

Dividends paid 2 1 1 

Net cash flow (1) (1) (0)

Performance against SCI

Financial 2013 Target

Net profit after tax ($m) 3.7 8.5 

Return on equity (%) 4.0 9.3 

Gearing ratio (%) 36.1 42.0 

2012/13 dividends ($m) 5.0 5.0 

Total shareholder return 
(%)

(6.9) 6.0 

Non-financial

Lost time injury rate 5 <5 

Digital network availability 
(%)

99.9 99.9 

RMA non-compliance Nil Nil 

Net Asset  

Purchases

97%

Dividends

3%
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ChAIR » Bill Baylis

BOARd » John Brackenridge, 
Nikki davies-Colley, Chris day, 
Traci houpapa, Pauline Lockett, 
Basil Morrison, david Nelson

ChIEF EXECuTIvE »  
Steve Carden

Activities

Landcorp was created out of the 

Department of Lands and Survey in 

1987. Its core business is pastoral 

farming including dairy, sheep, beef 

and deer. Landcorp is New Zealand’s 

largest farmer, running 1.6 million 

stock units on 119 properties 

totalling 376,942 hectares. It has 

three subsidiary companies: 

Landcorp Holdings Limited owns 

Landcorp property protected from 

sale under an agreement with the 

Crown; Landcorp Estates Limited 

develops and sells land (normally 

with joint venture partners), which 

is suitable for higher-value use than 

farming; and Landcorp Pastoral 

Limited holds Landcorp’s investment 

in the Focus Genetics Limited 

Partnership. 

www.landcorp.co.nz

Achievements

Landcorp achieved the following during 

2012/13:

 � increased beef production by 15%

 � increased venison production by 3%

 � upgraded key farms including 

construction of new fencing, 

roads and reticulation systems at 

Cheltenham Downs, and 

 � doubled forestry income.

Performance

Landcorp’s financial performance for 

2012/13 was poor, but was adversely 

impacted by the drought that was 

experienced throughout most of 

New Zealand. Overall, the drought’s 

impact is estimated at $11 million at the 

net operating profit level:

 � Revenue from all farm production 

was down 16%. Livestock revenue 

contracted 22% from 2011/12, and 

 

Landcorp Farming Limited
State-owned Enterprise

milk revenue was down 9% owing to lower 

production from Landcorp and reduced milk 

payouts.

 � Net operating profit was actually marginally 

higher than budget, with the lower than 

budgeted farm production revenues being 

partially offset by some unbudgeted one-off 

gains (the largest being the unrealised gain 

in value of Fonterra units), and containment 

of operating expenses.

 � TSR was well below target for the year, 

which was mainly the result of a $36 million 

unrealised loss in the market value of 

Landcorp’s livestock. This unrealised loss 

also impacted NPAT.

Landcorp had budgeted to pay a special 

dividend to the Crown in 2012/13 largely 

funded through land sales. However, the sales 

were delayed until 2013/14 which caused 

Landcorp’s declared dividend for the year to 

fall short of its SCI target.

Landcorp managed the impact of the drought 

well, with tight management of farms, herds 

and flocks, and available feed and water. 

Some flow-on effects are expected to be felt 

in 2013/14, but Landcorp is well placed to 

improve its performance. 

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

0.4 5.5 1.6

Dividend yield (%) 1.4 1.9 1.3

Dividend payout (%) 149.3 53.8 61.6

Adjusted ROE (%) 2.2 9.2 9.7

ROCE (%) 5.4 9.0 8.6

Operating margin (%) 10.8 22.5 20.1

Net gearing (%) 14.8 11.4 12.0

Interest cover*  1.9  4.7 3.8

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 186 211 192 

EBITDAF 20 47 40 

NPAT (18) (9) 18 

Balance sheet ($m)

Total assets 1,694 1,663 1,642 

Total liabilities 377 331 323 

Commercial value (SCI) 1,435 1,450 1,401 

Cash flows ($m)

Operating activities (net) 13 51 29 

Purchase of fixed assets 45 51 47 

Dividends paid 20 28 18 

Net cash flow (1) 0 (0)

* Landcorp met its interest cover requirement of 2.25 times 
for the 2013 year however COMU uses a different method 
of calculation which gives rise to the figure above. 

Performance against SCI

Financial 2013 Target 

Net operating profit ($m) 13.0 12.7 

Total shareholder return 
(%)

(0.1) 4.8 

Return on equity 
investment (%)

5.3 4.8 

Dividend declared ($m) 5 42 

Non-financial 

Hectares in farm 
production

173,388 174,536 

Stock units per hectare 8.3 8.5 

Milk solids production 
(tonnes)

12,761 13,565 

Sheep meat (tonnes) 10,307 10,174 

Beef production (tonnes) 11,154 11,025 

Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

Net Asset  

Purchases

55%

Dividends

45%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Jenn Bestwick

BOARd » Margaret Bendall, 
Lindsay Corban, Ben Irving, 
Timothy Livingstone, Taria 
Tahana, Kim Wicksteed

ChIEF EXECuTIvE »  
david Glover

Activities

Learning Media’s core business 

was the publication, production, 

marketing and sale of educational 

materials, in both print and digital 

media. Learning Media also serviced 

a variety of customers within 

New Zealand and overseas.

Significant events

On 4 September 2013, shareholding 

Ministers announced a managed wind-

down of Learning Media.

The managed wind-down was 

completed on 4 December 2013. 

Performance

Not only was the performance of 

Learning Media disappointing, it 

precipitated the wind-down of the entity 

itself.

On announcement of the wind-down, 

the Learning Media Chair commented 

that the company had operated in 

challenging market conditions:

 � Declining revenues in traditional 

publishing have undermined the 

company’s profitability and, despite 

strategies to diversify into digital 

publishing and to develop products 

for other sectors and markets, the 

company has not been able to 

maintain a viable business. 

 � The board stated that there was no 

realistic possibility of the company 

improving its financial position.

 � During the 2012/13 financial year the 

company’s revenue fell to $19 million 

from $28 million in 2011/12.

 

Learning Media Limited
State-owned Enterprise

The company had attempted to adapt its 

business model over a number of years but 

was unable to manage the risks of reduced 

revenue from the Ministry of Education’s 

contestable business model. Through the 

panel process, Learning Media lost significant 

contracts with the Ministry and therefore a 

large part of its revenue base.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

(15.4) (26.2) 25.0

Dividend yield (%) 0.0 3.4 0.8

Dividend payout (%) 0.0 217.0 22.6

Adjusted ROE (%) nm (16.3) nm

ROCE (%) nm (16.9) nm

Operating margin (%) (40.3) (1.5) (2.9)

Net gearing (%) 0.0 0.0 0.0

Interest cover  nm  (5.5) 39.1

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  19  28  24 

EBITDAF  (8)  (0)  (0)

NPAT  (9)  (1)  (1)

Balance sheet ($m)

Total assets  3  13  11 

Total liabilities  8  8  8 

Commercial value (SCI)  10  12  11 

Cash flows ($m)

Operating activities (net)  (1)  0  1 

Purchase of fixed assets  0  1  0 

Dividends paid  -  0  0 

Net cash flow  (2)  (1)  (1)

Performance against SCI

Financial 2013 Target

Revenue ($m) 19.07 28.76 

Revenue per FTE ($000) 158 213 

Net profit after tax ($m) (9.14) 0.35 

Non-financial

Staff satisfaction (%) 64 75 

Ministry of Education 
project satisfaction score 
(%)

95 90 

Sustainable print and 
packaging (%)

95 95 

Net Asset  

Purchases

70%

Dividends

30%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

Chair » Sarah Smith

Board » Greg Cross, Carlos 
da Silva, Carolyn harkess, Judy 
Kirk, James Koh, Te Taru White

Chief exeCuTive »  
Peter Lennox

activities

MetService provides weather 

information services, weather 

graphics and data systems. These 

are provided to the general public 

in New Zealand and clients in the 

energy, media, aviation, transport, 

oil and gas, mining, infrastructure, 

agriculture and retail industries 

globally. MetService also generates 

revenue through its interactive and 

telephone forecast service. 

www.metservice.com

achievements

 � Substantial work has been done 

on the IT infrastructure including 

replacing major pieces of legacy 

hardware and developing a 

strategic approach to cloud-based 

infrastructure.

 � A backup site in Paraparaumu for 

forecasting operations became 

operational.

 � During 2012/13 MetService renewed 

major contracts with Meridian 

Energy, BBC, TV5 Philippines, The 

Radio Network, Air NZ and QANTAS.

Performance

MetService had a satisfactory year and 

met or exceeded most of its SCI targets:

 � MetService has grown its revenue 

in every year since 2005/06. 

This year the increase was only 

$100,000 which was below budget 

($42.3 million versus budget revenue 

of $44.3 million).

 � There was a significant increase in 

the average numbers of daily visitors 

to metservice.com from 134,038 

visitors in 2011/12 to 171,877 in 

2012/13. This is positive for future 

advertising revenue. 

 � Underlying performance as 

measured by EBITDAF increased by 

$2.7 million to $10.5 million.

 

Meteorological Service of New Zealand 
Limited State-owned Enterprise

 � NPAT of $2.7 million was $300,000 above 

the SCI target and $1.6 million above 

last year’s result (which was significantly 

impacted by a $2.2 million software 

development impairment).

 � MetService paid $500,000 in dividends in 

2012/13, a dividend yield of 1%. This was 

virtually all of the TSR as the commercial 

value was flat over the two years. We note 

that there was a significant increase in 

the commercial value between 2008 and 

2010 (approximately 38%) without any 

real increase in NPAT or EBITDAF. In the 

past three years, the commercial value has 

gone up 20%. TSR does not fully reflect the 

financial performance of the current year 

as it excludes MetService’s final dividend of 

$2.3 million.

In excess of 40% of MetService’s current 

revenues are derived from a contract with 

the Ministry of Transport to provide weather 

information to the New Zealand public.

MetService’s future financial success 

and commercial value are linked to the 

performance of its growth business; 

MetService’s international subsidiary 

MetraWeather, which provides weather 

products and services for the energy, media, 

oil and gas, mining, infrastructure and retail 

industries. Although profitable, MetraWeather 

is operating in challenging market conditions. 

financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

1.1 8.0 12.5

Dividend yield (%) 1.0 1.2 1.9

Dividend payout (%) 6.4 31.2 17.5

Adjusted ROE (%) 17.2 6.9 19.9

ROCE (%) 14.5 7.7 19.2

Operating margin (%) 24.7 18.6 23.4

Net gearing (%) 41.9 53.7 42.6

Interest cover  11.9  7.4 13.6 

financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  42  42  40 

EBITDAF  10  8  9 

NPAT  3  1  3 

Balance sheet ($m)

Total assets  40  40  34 

Total liabilities  23  25  20 

Commercial value (SCI)  53  53  47 

Cash flows ($m)

Operating activities (net)  8  2  5 

Purchase of fixed assets  4  4  5 

Dividends paid  1  1  1 

Net cash flow  2  (1)  1 

Performance against SCi

Financial 2013 Target

NPAT ($m) 2.7 2.4 

EBITDA ($m) 10.5 10.4 

Return on equity (%) 17.2 15.5 

Return on funds 
employed (%)

14.5 13.7 

Operating margin 
(EBITDAF) (%)

24.7 23.5 

EBITDAF growth (%) 34.8 31.8 

Non-financial 
performance

Warning performance 6 of 6  6 
targets 



Forecast accuracy 5 of 5  5 
targets 



Systems performance and 
capacity management

6 of 7 7 
targets 

~

Social and environmental 
sustainability

3 of 4 4 
targets

~

Net Asset  

Purchases

87%

Dividends

13%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

    %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » hon Sir Michael Cullen

BOARd » Al dunn, Temuera hall, 
Julia hoare, Jackie Lloyd,  
david Willis, Carol Campbell, 
Richard Leggat

ChIEF EXECuTIvE »  
Brian Roche

Activities

The NZ Post Group (NZ Post) 

operates a postal and courier 

business and provides banking 

services through Kiwibank. 

www.nzpost.co.nz

Achievements

NZ Post provided the Minister for 

Communications and Information 

Technology, Hon Amy Adams, with 

proposed changes to the Deed of 

Understanding. The proposals went 

through a period of public consultation 

and the Minister has recently 

announced changes. Specifically these 

include giving NZ Post the flexibility to 

reduce the frequency of mail delivery 

for standard letters to a minimum of 

three days per week for urban areas 

from 1 July 2015. It also provides 

NZ Post with more flexibility on how 

it delivers services through its retail 

network.

NZ Post successfully sold its 35% stake 

in Datacom to the Guardians of the 

New Zealand Superannuation Fund. 

The sale price was $71 million above 

book value and, as a result, NZ Post 

recognised a significant gain on sale.

Performance

Although NZ Post generally met or 

exceeded its financial targets, the 

underlying postal business was only 

break-even:

 � The main reasons for the positive 

NPAT were a record result for 

Kiwibank and a gain from the sale 

of NZ Post’s investment in Datacom. 

Kiwibank achieved a profit of 

$97 million achieving further growth 

in its lending assets and increasing 

its number of banking customers to 

820,000.

 

New Zealand Post Limited (Group)
State-owned Enterprise

 � Express Couriers was also a good 

performer under the first full year of 100% 

NZ Post ownership since acquiring DHL’s 

shareholding.

 � The postal business’ poor performance 

reflects the accelerating decline in postal 

volumes, which fell 7.5% for the year 

compared with 6.5% in the previous year. 

NZ Post also recognised an impairment 

charge of $30.6 million against some of its 

postal assets.

 � TSR was 2.8%, driven by the slight increase 

in NZ Post’s commercial valuation, to 

$986 million from $973 million in the 

previous year. The increase is a result of 

a higher Kiwibank valuation. TSR remains 

well below our estimated cost of equity of 

around 10%.

In August 2013 the board declared a final 

dividend of $2.5 million, bringing the total 

dividend to $5 million for the 2012/13 financial 

year.

NZ Post did not meet its non-financial targets. 

We do not expect postal volumes to reverse 

their decline. Future profitability of the Group 

will largely depend on NZ Post’s ability to 

match costs against the declining postal 

revenue. The reduction in the delivery days 

should assist from mid-2015. NZ Post’s 

courier business should benefit too from the 

increasing trend to online sales.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

2.8 (3.9) (2.0)

Dividend yield (%) 1.4 1.2 0.9

Dividend payout (%) 4.1 (8.0) (5.8)

Adjusted ROE (%) 12.4 20.4 6.9

ROCE (%) 1.3 1.9 0.8

Operating margin (%) 11.3 15.9 10.5

Net gearing (%) 88.0 84.5 88.4

Interest cover 0.3 0.4 0.3

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 1,688 1,309 1,350 

EBITDAF 191 208 142 

NPAT 121 170 66 

Balance sheet ($m)

Total assets 16,140 15,851 14,210 

Total liabilities 15,050 14,892 13,341 

Commercial value (SCI) 986 973 1,063 

Cash flows ($m)

Operating activities (net) 340 (145) (162)

Purchase of fixed assets 18 12 32 

Dividends paid 14 12 9 

Net cash flow 143 (1) 61 

Performance against SCI

2013 Target 

Return on equity (%) 13.6 12.9 

2012/13 dividends ($m) 5.0 5.0 

Total shareholder return 
(%)

2.8 0.5 

Non-financial

People engagement index 
(%)

73.8 73.9 ~

Lost time injury rate 7.2 5.6 

Standard letter service 
(%)

92.4 96.5 

Customer favourability 
(%)

48.0 59.0 

Emissions reduction (%) 0.7 2.1 

Net Asset  

Purchases

37%

Dividends

63%



58

ChAIR » Rob Morrison*

BOARd » hon Sir Michael 
Cullen, Alison Gerry, Brian 
Roche, Catherine Savage,  
david Willis

ChIEF EXECuTIvE » Paul Brock

* The Kiwibank board is appointed by NZ Post.

Activities

Kiwibank provides retail and banking 

products and services to individuals 

and small to medium-sized 

businesses. 

www.kiwibank.co.nz

Achievements

Kiwibank’s main bank market share is 

now over 10%, with 850,000 customers 

(up from 820,000 at balance date).

Kiwibank has continued to prioritise 

regulatory compliance, with last 

year’s focus on addressing Anti-

Money Laundering and Qualifying 

Entity/Financial Advisors Act 2008 

requirements.

Performance

Kiwibank reported strong financial 

results over the 2012/13 year:

 � Reported NPAT was a record.

 � Customer numbers increased 

strongly from 808,000 to 820,000 and 

continue to grow. This was ahead of 

plan and increased Kiwibank’s main 

bank market share. 

 � Net interest income increased despite 

the increased customer switch from 

floating to fixed rate mortgages. The 

margin compared to average earning 

assets has increased from 1.7% to 

1.9% year on year.

 � Customer deposits increased to 

$12.1 billion and accounted for 84% 

of bank funding.

 � Kiwibank reported a significant 

reduction in provisioning for 

impairment losses in 2013 at 

$72 million, compared to $91 million 

in 2012. This was owing to a better 

than anticipated recovery from 

the global financial crisis and the 

Christchurch earthquakes.

 

Kiwibank
State-owned Enterprise subsidiary

Financial performance highlights*

2013 2012 5y ave

Total shareholder  
return (%)

20.6 4.0 13.8

Dividend yield (%) 0.9 1.0 0.6

Dividend payout (%) n/a n/a n/a

Adjusted ROE (%) 10.3 10.7 11.6

ROCE (%) 1.3 1.1 5.3

Operating margin (%) 35.8 32.0 28.7

Net gearing (%) 88.5 87.3 64.7

Interest cover 0.4 0.3 0.2

Financial statements*

Income statement ($m) 2013 2012 5y ave

Revenue  495  419  376 

EBITDAF  177  134  110 

NPAT  101  79  62 

Balance sheet ($m)

Total assets 15,647 14,745 13,375 

Total liabilities 14,469 13,998 12,680 

Commercial value (SCI)  1,050  878  869 

Cash flows ($m)

Operating activities (net)  (506)  (223)  (377)

Purchase of fixed assets  3  21  21 

Dividends paid  9  9  5 

Net cash flow  104  19  32 
* 2013 figures reflect data at the Kiwi Group Holdings level, 

whereas 2012 figures are reported for the Banking Group.

Performance against previous year

Banking performance  
highlights 2013 2012

Residential mortgage lending 
($m)

12,471 11,632 

Customer deposits ($m) 12,120 11,565 

Bad debts ($m) 72 91

Net interest income margin (%) 1.9 1.7

Kiwibank customer base 820,000 808,000 

In October 2012, the credit rating agency 

Standard & Poor’s downgraded Kiwibank’s 

credit rating from AA- (negative outlook) 

to A+ (stable outlook) owing to the capital 

requirements of Kiwibank relative to the 

strength of its parent company, NZ Post. In 

May 2013, the outlook was revised to negative 

primarily owing to pressures in the Auckland 

housing market. 

Kiwibank is well placed to continue its market 

share increases in the retail market but, along 

with other banks, it will feel the impact of a 

tightened regulatory regime.
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ChAIR » Sarah Roberts

BOARd » Rodger Finlay,  
dinu harry, Sue McCormack, 
Fiona Oliver, diana Puketapu, 
david Tapsell

ChIEF EXECuTIvE »  
vacant

Activities

Public Trust provides 

comprehensive, enduring trustee 

and estate management services. 

www.publictrust.co.nz

Achievements

Public Trust significantly reduced risk 

weighted assets held on its balance 

sheet and, as a result, its capital ratio 

increased and is forecast to meet the 

minimum required under the Non-Bank 

Deposit Takers regime.

The Trustee (Public Trust) Amendment 

Act 2013 was passed on 9 May 2013 

and amends s46 of the Trustee Act 

1956. The amendment requires 

conditions to be met before the 

Court may appoint Public Trust as a 

replacement trustee (or trustee of last 

resort) for products regulated by the 

Securities Act 1978. It also ensures that 

Public Trust does not bear the financial 

burden of these appointments for 

which there are insufficient assets.

Performance

Adjusting for the one-off impact of 

investment gains, Public Trust’s 

underlying performance for 2013/14 

year was poor:

 � Reported after-tax profit in 2013 

was $7.8 million. Although this 

was $4.9 million above budget, the 

variance was primarily owing to 

investment gains from reversals of 

previously recognised investment 

losses and the sales of financial 

assets. Adjusted NPAT was a loss of 

$3.6 million.

 � The sales of the financial assets 

significantly reduced the risk 

weighted assets held by Public Trust. 

As a result, Public Trust’s capital 

position improved, with a year-end 

capital ratio of 8%. Public Trust’s 

 

Public Trust
Autonomous Crown Entity

minimum capital ratio required under the 

Non-Bank Deposit Takers regime was 3.5% 

(by exemption), and reverted to 8% on 

1 December 2013.

 � Excluding the investment gains, Public Trust 

made an underlying loss of $1.3 million (as 

measured by EBITDAF), $4.3 million below 

budget.

 � In 2013, Public Trust introduced commercial 

charging for wills for those individuals who 

do not meet income eligibility criteria. This 

has impacted the sales of wills and related 

services through decreased volume of 

business.

Public Trust received $3.8 million from the 

Ministry of Justice for providing protective 

fiduciary services. Appropriated funding has 

declined to $3.3 million for 2013/14.

Post balance date the Crown commissioned 

a strategic review of Public Trust’s business 

operations.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

(66.1) (13.1) (40.6)

Dividend yield (%) 0.0 0.0 0.0

Dividend payout (%) 0.0 0.0 0.0

Adjusted ROE (%) (10.4) (10.5) (164.6)

ROCE (%) (0.7) (0.4) (0.8)

Operating margin (%) (2.2) (1.9) (7.9)

Net gearing (%) 82.1 89.5 92.3

Interest cover  (0.1)  (0.0) (0.1)

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue 58 62 62 

EBITDAF (1) (1) (5)

NPAT 8 7 (5)

Balance sheet ($m)

Total assets 637 820 876 

Total liabilities 600 792 858 

Commercial value* 11 31 30 

Cash flows ($m)

Operating activities (net) (4) 2 (1)

Purchase of fixed assets 3 3 3 

Dividends paid - - - 

Net cash flow 17 30 11 
* 2013 value is an independent valuation, 2012 value is 

Board’s estimate of value.

Performance against SOI

Financial 2013 Target

Total revenue ($m) 58.8 65.9 

Total expenses ($m) 62.4 65.2 

Return on equity (%) 23.4 10.3 

Non-financial

Wills market share (%) 16.0 15.2 

Estates market share (%) 13.8 14.3 

Customer satisfaction (out 
of 10) 7.6 7.9 
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Phil Lough

BOARd » Raewyn Lovett,  
Roger Bridge, Ian holland,  
Gary Traveller, Kim Wallace, 
Stephen Panckhurst 

ChIEF EXECuTIvE »  
Bill Osborne

Activities

Quotable Value (QV) is 

New Zealand’s largest valuation and 

property information company. 

www.qv.co.nz

Achievements

Post balance date, QV sold part 

of its shareholding in joint venture 

PropertyIQ (now renamed CoreLogic) 

to the other major shareholder, RP 

Data. This reduced QV’s shareholding 

from 50% to 40%. CoreLogic acquired 

Terralink International Limited, also after 

the end of the financial year, subject 

to the approval of the Commerce 

Commission.

Performance

QV had a disappointing year and failed 

to meet most of its targets:

 � NPAT of $100,000 was significantly 

below its SCI target of $2.3 million.

 � Revenue of $41 million was in line 

with budget, but operating expenses 

were slightly higher than forecast.

 � Goodwill was impaired by a further 

$1.4 million this year.

 � Egan Australasia Pty Ltd, an 

Australian subsidiary company, was 

sold during the year and QV incurred 

non-recurring operating losses and 

divestment costs in respect of the 

sale.

 � QV’s unadjusted ROE was less than 

1%, compared with a target of 11.9% 

and 5-year average performance of 

3.6%.

 

Quotable Value Limited
State-owned Enterprise

QV restated its NPAT and closing equity as 

at 30 June 2012, by $400,000 and $600,000 

respectively, due to the identification of 

previous errors in the accounting for joint 

ventures.

QV paid a total of $6 million in dividends 

during the year, exceeding its dividend yield 

and dividend payout targets. Around half was 

the 2011/12 final dividend paid in September 

2012 and comprised 60% of operating cash 

flows for that year. The second payment of 

$3 million was a special dividend paid in 

November 2012. This was partially funded 

by external debt. Since balance date 2013, 

another special dividend of $3.7 million has 

been paid. The board has also declared a 

final dividend of $1.1 million (again, 60% of 

operating cash flows).

QV should be well positioned to benefit 

from an improving property market. Further 

impairments are not expected.

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

20.4 17.0 10.5

Dividend yield (%) 15.1 0.0 6.8

Dividend payout (%) 319.4 0.0 91.6

Adjusted ROE (%) 0.7 17.8 3.2

ROCE (%) 4.0 20.8 6.8

Operating margin (%) 1.1 8.1 4.0

Net gearing (%) 0.0 0.0 0.0

Interest cover 6.4 97.9 141.3

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  41  46  43 

EBITDAF  0  4  2 

NPAT  0  4  1 

Balance sheet ($m)

Total assets  26  33  30 

Total liabilities  9  12  10 

Commercial value (SCI)  41  39  35 

Cash flows ($m)

Operating activities (net)  2  5  3 

Purchase of fixed assets  1  1  1 

Dividends paid  6  -  2 

Net cash flow  (4)  3  (1)

Performance against SCI

Financial 2013 Target

Total revenue ($m) 40.9 40.6 ~

Operating expenses ($m) 40.4 38.2 

Return on equity (%) 0.8 11.9 

Net assets 17.2 22.8 

Non-financial 

Customer net promoter 
score

Decrease Improve 

Employee engagement 
score 

Improve Improve 

Power consumption Increase Reduce 

Fuel consumption Reduce Reduce 

Net Asset  

Purchases

25%

Dividends

75%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

   %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Mark Ford

BOARd » Alan Broome, Andy 
Coupe, david Patterson, Neville 
Sneddon, Pip dunphy

ChIEF EXECuTIvE »  
Garry diack (interim)

Activities

Solid Energy is New Zealand’s 

largest coal producer. Annual 

coal production is approximately 

four million tonnes including 

metallurgical coals for export and 

thermal grades for industrial uses 

and electricity generation within 

New Zealand.

www.coalnz.com

Operations

Significant restructuring was undertaken 

during the period to refocus on the core 

coal mining capability of Solid Energy. 

In October (post balance date) Solid 

Energy agreed a financial restructuring 

with the Crown and the company’s 

major lenders.

Performance

Solid Energy’s fiscal deterioration 

continued with the company requiring 

financial restructuring. The annual 

accounts have been prepared on an 

assumption that Solid Energy remains 

a going concern. This is primarily due 

to the commitments from the Crown 

and major lenders under the financial 

restructuring that provides additional 

equity and liquidity.

Solid Energy recorded a loss of 

$335 million for the 2012/13 year, 

significantly up from last year’s loss 

of $40.2 million. Asset impairments 

of $215 million and one-off costs 

(redundancy, restructuring and 

closures) of $102 million were the 

main contributors to the $358 million 

underlying earnings adjustments.

Revenues dropped 35% ($360 million) 

due to a combination of exposure to 

the significant decline in coal prices, 

the adverse effect of the high New 

Zealand Dollar (NZD) and a drop in 

coal production. Coal sales in volume 

terms were down 11% as international 

 

Solid Energy New Zealand Limited
State-owned Enterprise

steel producers reduced production owing to 

weaker demand. 

There was an EBIT loss of $275 million after 

impairments and restructuring costs. Other 

impacts included:

 � -$211.9 million: combined effect of pricing 

and foreign exchange

 � +$16.3 million: change in mix of product 

with hard coking coals sales increasing, and

 � -$32.8 million: lower coal sales volumes.

Underlying earnings after tax were 

$22.2 million, down 78% from last year.

Operating cash flows were negative 

$49.8 million (2012: $142.2 million) with lower 

prices resulting in a reduction of $327 million. 

Capital expenditure was $55.4 million 

compared with $164 million last year. 

Solid Energy's SCIs for both 2012 and 2013 

were tabled in late November 2013. The board 

assessed its commercial value as equivalent 

to book value, being $423 million for 2012 and 

$92 million for 2013, compared to a valuation of 

$2.8 billion in 2011. This has meant a strongly 

negative TSR for both 2012 and 2013.  

The outlook for Solid Energy remains uncertain 

in the long term. The financial restructuring 

agreed in October provides the company with 

equity and liquidity to continue operating, 

implement its turnaround plan and potentially 

benefit from an increase in coal prices. 

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

(78.4) (83.6) (48.9)

Dividend yield (%) 0.0 1.9 1.3

Dividend payout (%) 0.0 21.1 36.0

Adjusted ROE (%) (129.4) (8.8) (186.7)

ROCE (%) (45.3) (3.9) 2.4

Operating margin (%) 2.1 19.6 19.7

Net gearing (%) 78.9 41.7 39.7

Interest cover 0.6 13.0 44.3

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  633  981  825 

EBITDAF  13  192  170 

NPAT  (335)  (40)  (22)

Balance sheet ($m)

Total assets  858  1,166  977 

Total liabilities  767  743  595 

Commercial value (SCI) 92 423 1,798

Cash flows ($m)

Operating activities (net)  (50)  142  91 

Purchase of fixed assets  55  164  123 

Dividends paid  -  30  33 

Net cash flow  12  (7)  5 

Performance against previous year

Financial 2013 2012

Sales units coal  
(m tonnes)

4.1 4.6

Production units coal  
(m tonnes)

3.9 4.1

Non-financial

All injury frequency rate 12.9 19.6

Lost time frequency rate 3.1 3.4

Regulatory, abatement and 
enforcement notices

0 0

Net Asset  

Purchases

78%

Dividends

22%
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Source and use of cash

$m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Wayne Walden

BOARd » Joan Withers, Alison 
Gerry, Richard Long, Roger 
Macdonnell, Barrie Saunders, 
Therese Walsh

ChIEF EXECuTIvE »  
Kevin Kenrick

Activities

TVNZ has free-to-air and pay 

channels, online services including 

TVNZ Ondemand and interests in 

Igloo and TiVo. 

www.tvnz.co.nz

Achievements

TVNZ’s Ondemand service experienced 

a huge growth in demand, which is 

reflected in the 21% growth in digital 

media revenue in the past year. 

All 20 of the year’s most popular 

TV shows were on TVNZ, including 

New Zealand’s Got Talent, the most 

popular local entertainment series in a 

decade.

TVNZ was named Media Brand of the 

Year by the Communications Agencies 

of New Zealand industry body, the third 

time it has won the award.

Performance

TVNZ had a solid performance given 

the slow recovery of the advertising 

market:

 � NPAT was $14.4 million, slightly 

ahead of its SOI target. Advertising 

revenue was $3.4 million below 

forecast; however, a strong focus on 

cost control resulted in a reduction in 

operating expenses of $18.1 million 

from last year, and $13 million less 

than forecast in the SOI.

 � EBITDAF was lower than last year 

at $42.2 million (compared with 

$53.6 million) as gross margin was 

squeezed with the fall in advertising 

revenue and relatively high content 

costs. 

 � The NPAT figure includes $5 million 

share of losses incurred by Igloo 

Limited, in which TVNZ has a 34% 

interest (previously 49%).

 

Television New Zealand Limited
Crown Entity Company

As part of TVNZ’s programme of work to 

discontinue non-core activities, the Teletext 

service was closed during the year. The sale 

of the Avalon studios was also completed. The 

youth channel U was closed in August 2012 

as it was not financially viable. In its place, on 

1 September TVNZ launched a time-shifted 

version of TV2, similar to TVOne+1.

A decision to undertake a two-year investment 

project to upgrade TVNZ’s online technology 

was taken after the end of the financial 

year. This will occur at the same time as 

a refurbishment of TVNZ’s main building. 

The cost of the refurbishment will be met 

by dividend relief provided by the Crown 

shareholders as well as the proceeds of land 

and buildings to SkyCity.

Better economic conditions are expected 

to positively impact advertising revenues. 

Combined with continuing operating cost 

reductions and increased online revenues,  

the outlook for the current year is for improved 

profitability. 

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

15.9 11.9 4.1

Dividend yield (%) 3.2 4.4 2.7

Dividend payout (%) 64.6 38.7 26.1

Adjusted ROE (%) 9.0 8.8 1.1

ROCE (%) 13.8 16.1 7.8

Operating margin (%) 11.7 14.0 9.4

Net gearing (%) 0.0 2.8 8.0

Interest cover  37.7  33.0 20.4 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  361  382  372 

EBITDAF  42  54  35 

NPAT  14  14  1 

Balance sheet ($m)

Total assets  217  243  250 

Total liabilities  59  89  89 

Commercial value (SOI)  370  329  296 

Cash flows ($m)

Operating activities (net)  17  36  32 

Purchase of fixed assets  6  8  11 

Dividends paid  11  14  8 

Net cash flow  1  1  0 

Performance against SOI

Financial 2013 Target

Total revenue ($m) 361 365 ~

Operating expenses ($m) 319 325 

Return on equity (%) 9.2 9.0 

Non-financial

Captioning (all channels, 
average hours per week)

202 150 

Pacific Nations 
transmission hours 
(average hours per 
week)

20.3 11 

Non-commercial 
transmission 
(performance standards)

Achieved Various 

Net Asset  

Purchases

53%

Dividends

47%
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Source and use of cash

 $m

■ Dividends  ■ Net Asset Purchases  – Net Op Cash Flows

Shareholder returns

 %

■ Total Shareholder Return  ■ Dividend Yield

Dividend priority: Dividends paid vs net asset 
purchases, past five years

ChAIR » Mark verbiest

BOARd » Jan Evans-Freeman, 
Abby Foote, Ian Fraser, don 
huse, Michael Pohio, Alastair 
Scott, Keith Tempest

ChIEF EXECuTIvE »  
dr Patrick Strange

Activities

Transpower plans, builds, maintains 

and operates the national grid which 

links the generators of electricity to 

distribution companies and major 

industrial users. Through its system 

operator role, Transpower also 

provides real-time coordination of 

electricity transmission, electricity 

generation and demand. 

www.transpower.co.nz

Achievements

HVDC Pole 3 commissioned in 

May 2013.

The final link in the North Island 

grid upgrade, the new line between 

Whakamaru and Pakuranga, was 

placed into service at the end of 

October 2012.

The demand response programme 

launched in June 2013.

Performance

Transpower produced a strong result in 

2012/13:

 � Reported NPAT was $264 million; 

however, this included a one-off 

gain from the sale of a Sydney-

based subsidiary (d-cypha Trade) of 

$66 million and non-cash gains in fair 

value adjustments. Underlying NPAT 

was $197 million, compared with 

$79 million last year.

 � Transmission revenue was 

$861 million, an increase 

of $136 million (19%) from 

2011/12. This largely reflects the 

commissioning of the North Island 

Upgrade and HVDC Pole 3 projects. 

 � EBITDAF was 25% up at 

$617 million, a result of both the 

revenue growth and constrained 

expenses. 

 

Transpower New Zealand Limited
State-owned Enterprise

Financial performance highlights

2013 2012 5y ave

Total shareholder  
return (%)

21.3 13.1 10.2

Dividend yield (%) 21.3 6.7 5.3

Dividend payout (%) 102.6 33.5 30.9

Adjusted ROE (%) 18.4 11.0 11.5

ROCE (%) 11.7 8.7 9.7

Operating margin (%) 67.6 63.0 63.0

Net gearing (%) 66.8 61.3 56.4

Interest cover 3.1 3.0 3.6 

Financial statements

Income statement ($m) 2013 2012 5y ave

Revenue  912  785  771 

EBITDAF  617  495  487 

NPAT  264  85  117 

Balance sheet ($m)

Total assets  5,443  4,905  4,238 

Total liabilities  4,033  3,396  2,777 

Commercial value (SCI)  1,700  1,700  1,570 

Cash flows ($m)

Operating activities (net)  353  329  306 

Purchase of fixed assets  722  835  622 

Dividends paid  363  110  95 

Net cash flow  (1)  1  (2)

Performance against SCI

2013 Target

EBITDAF margin (%) 67.6 66.3 

Free funds from 
operations interest 
coverage (times)

2.9 2.8 

Average total transmission 
costs (c/kwh)

2.21 2.10 

Estimated economic 
value added ($m)

158 31 

Non-financial

Material breaches 
of system operator 
performance obligations 
reported to the Electricity 
Authority

0 <4 

High voltage alternating 
circuit availability (%)

98.7 98.5 

High voltage direct current 
(HVDC) (Pole 2 only) 
circuit availability (%)

90.3 82.5 

Number of fatalities 
or injuries causing 
permanent disability

1 0 

Number of medical 
treatment injuries

34 <26 

Capital expenditure was $684 million in 2013 

(in 2012 this was $915 million) of which 

$276 million related to Transpower’s three 

largest projects: 

 � the North Island Grid Upgrade project

 � the HVDC Pole 3 project, and 

 � the North Auckland and Northland project. 

Transpower paid a special dividend to the 

Crown of $66 million in June 2013 following 

the sale of d-cypha Trade. An interim dividend 

of $92 million was paid in March 2013. A 

final dividend of $137 million was paid in 

September 2013.

Transpower will continue to seek to efficiently 

recover the full costs of its services, whilst 

optimising asset reliability and availability and 

effectively managing operating costs.

Net Asset  

Purchases

86%

Dividends

14%





Crown Financial 
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(0.4)

CFI Portfolio Overview
Introduction

The portfolio of four Crown Financial Institutions (CFIs excluding EQC) totalled 
$51.9 billion at year end, up from $44.2 billion at previous year end due to a combination 
of investment returns and Crown contributions. In aggregate, the portfolio delivered 
strong absolute returns in 2012/13. The portfolio as a whole has a large proportion of 
growth assets (almost 64% as at 30 June 2013) and has benefited from recent rallies in 
equity and listed property markets. Active management decisions have also contributed 
substantially to returns, adding value relative to benchmark, across the portfolio. 

EQC coverage has been reduced because its fund has been converted to cash pending 
settlement of the Canterbury earthquake claims, which are expected to extinguish the 
Fund. 

Market returns in 2012/13

Figure 16 shows the return from the main asset classes over the year to 30 June 2013. 
The returns shown are for the respective benchmark indices in each asset class over 
the period. Key themes over the year were:

 � Performance of fixed income securities over the year was subdued, with the 
prospect of rising interest rates (therefore falling returns) dampening demand. 
This is particularly evident for New Zealand government debt, which exhibited flat 
performance for the year.

 � Equities and global listed property returns were very strong over the year, driven by 
investors’ search for alternative sources of yield (ie, dividends and rental yield) to 
fixed income securities.

 � Performance of the NZD against its major overseas counterparts was mixed, 
strengthening markedly against the Yen and Australian Dollar and weakening 
against the US Dollar, Euro and Pound (marginally).

Figure 16 – Asset class returns for 2012/13

$m

Accident Compensation 

Corporation (ACC):  reserves 

to provide for the future costs 

of comprehensive accident 

insurance. 

Government Superannuation 

Fund (GSF):  “defined benefit” 

retirement savings scheme for 

public sector employees. Now 

closed to new members.  

New Zealand Superannuation 

Fund (NZSF): partial funding 

for future New Zealand 

Superannuation obligations.

Earthquake Commission (EQC): 

cover for earthquakes and other 

natural disasters. 

National Provident Fund (NPF):  

a collection of 10 government 

guaranteed superannuation  

schemes, most relating to 

specific industries and all now 

closed to new members.

*  The difference between unhedged and hedged global equity benchmarks; representing a basket of overseas currencies
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Performance relative to benchmark

Figure 17 shows the returns for each entity during 2012/13 (before tax and after 
fees) and the return on their respective reference portfolio or passive benchmark as 
appropriate. The value added shown in the chart is the difference between the fund 
return and the respective benchmark or reference portfolio return. 

Figure 17 – CFI returns and value added for 2012/13 (before tax and after fees)

%

■ Fund Return  ■ Benchmark/Reference Portfolio  ■ Value Added

All funds outperformed their respective benchmarks/reference portfolios over the year: 

 � NZSF outperformed (+7.3%) its reference portfolio substantially as the Fund benefited 
from its exposure to strongly performing growth assets such as equities. 

 � ACC outperformed by 1.3%. Much of the value-add can be attributed to strong 
relative performance of the NZ fixed income portfolios, which were positioned to 
benefit from the declining yield spreads (between government and non-government 
debt) occurring over the year.

 � GSF also experienced sound outperformance (+2.1%) as its exposure to alternative 
asset classes (not included as part of the reference portfolio) and an underweight 
position to fixed income securities added value relative to its reference portfolio.

 � The NPF portfolio asset allocation is significantly weighted towards fixed income 
assets. Generally, the individual constituent funds performed well relative to 
benchmark over the year, outperforming by +0.7% in aggregate.

EQC

EQC has been excluded from this section as it holds only fixed income investments and 
cash pending settlement of the Christchurch earthquake claims, which are expected to 
extinguish the Fund. 

As at 30 June 2013 the assets of the Fund totalled around $2.7 billion.   As illustrated in 
Figure 18 below, the transition to a fund allocation consisting of purely income assets 
was completed in May 2012.  This was to limit short-term volatility of returns as funds 
are redeemed to meet the cost of claims.  The Fund is not expected to add value 
relative to its benchmark portfolio following the change in asset allocation in June 2012.

7

3
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Figure 18 – EQC asset allocation – past five years

% FUM

■ Cash  ■ New Zealand Bonds  ■ Overseas Equities

value added over rolling three-year periods

Looking at value added over a longer timeframe, Figure 19 shows the rolling three-year 
added value of each of the CFIs relative to their respective benchmarks; that is, the 
first data points show the value added by each CFI over the rolling three-year period 
from 30 June 2007. We note that investment strategies are subject to change over time; 
however, where active management is broadly adopted (as in the case of NZSF, ACC 
and GSF) we would expect to see a consistent level of value added over most three-
year periods.

Figure 19 – CFI rolling three-year performance against passive benchmarks

 %

– NZSF  – ACC  – GSF  – NPF

ACC has demonstrated consistent outperformance over three-year periods since 
30 June 2007. The performance of NZSF was impacted by value lost during the 
2008/09 financial year but the portfolio has added substantial value over the most 
recent three-year period (+4.6% p.a.). The NPF and GSF portfolios have generally 
underperformed their respective benchmarks; however, NPF has hovered above its 
benchmark more recently. 

Longer-term performance

Including Crown contributions, total funds under management have grown from 
$29.6 billion at the start of 2008/09 to $51.9 billion at the end of 2012/13. In 2012/13, 
funds under management increased by $7.7 billion owing to $6.5 billion of net (after 
tax) returns and net cash inflows of $1.2 billion.
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25.5%
New Zealand Bonds

8.4%
Overseas Bonds

2.4%
Cash

Property
4.4%

Timber
2.8%

36.3%

Other Growth 
Assets
6.2%

New Zealand 
Equities

7.6%

Overseas 
Equities
42.8%

1

Table 10 – Summary of managed funds

Funds under management (FUM) ($m) 2009 2010 2011 2012 2013 5 year

Opening FUM 29,563 28,981 33,608 40,251 44,187 29,563

+/– Investment returns (3,580) 4,019 6,133 2,053 7,556 16,181

+/– Tax 494 (523) (877) (253) (1,029) (2,187)

+/–  Cash inflow/(outflow) 2,503 1,131 1,386 2,136 1,154 8,310

Closing FUM 28,981 33,608 40,251 44,187 51,868 51,868

Returns

Weighted return* -11.8% 13.9% 18.1% 5.0% 17.1% 7.8% p.a.

* Sum of returns for each fund weighted by the proportion of that fund in the portfolio.

The five-year return on the CFI portfolio’s assets has been 7.8% p.a. This compares 
with the return on the New Zealand Government Stock Index of 7.1% p.a. and the 
average yield on 10-year Government Bonds of 4.9% p.a. over the five-year period.

Figure 20 shows the total long-term fund return, passive benchmark or reference 
portfolio return and return expectation or objective for each CFI on an annualised basis. 
Note that return periods differ for each CFI as follows: NZSF from 1 October 2003; ACC 
from 1 July 2001; GSF from 1 January 2002; and NPF from 1 July 2006.

Figure 20 – Long-term CFI returns to 30 June 2013 (before tax and after fees)

%

■ Return  ■ Passive Benchmark  ■ Fund Objective

All of the CFIs have delivered solid positive returns across the board. NZSF and ACC 
both outperformed their respective passive benchmarks and return objectives. NPF 
and GSF performed broadly in line with their respective benchmarks; however GSF fell 
short of its return objective by a significant margin.

Asset allocation

The investment strategies adopted by the CFIs reflect the different objectives and 
investment horizons of each entity. Figure 21 shows the breakdown of assets in the CFI 
portfolio as at 30 June 2013.

Figure 21 – Asset allocation as at 30 June 2013
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While each CFI is responsible for determining its own investment strategy, the 
aggregate asset allocation is useful in helping the Crown understand its overall risk 
exposure. At year end, approximately 63.7% of the total CFI portfolio was invested in 
growth assets. These typically include equities, property, commodities and unlisted 
equity investments. These assets are generally more risky than income assets such as 
bonds and cash. The CFIs expect to be compensated for this extra risk by receiving an 
additional return relative to income assets over time. 

Investment management costs

The cost of managing the CFI funds is significant. CFI investment management 
expenses for the years ended 30 June 2013, 2012, 2011 and 2010 are shown in 
Table 11 below. Caution must be taken when comparing the relative expenses between 
the CFIs because each CFI has a different asset allocation. Expenses for managing 
equities and other growth assets are generally higher than for bonds so those entities 
with lower allocations to equities (ACC and NPF) will typically have lower expenses. 

Table 11 – CFI investment management expenses (including operating and staff costs)

2012/13 2011/12 2010/11 2009/10

CFI $m % of fund $m % of fund $m % of fund $m % of fund

NZSF 168.5 0.82 110.7 0.58 113.4 0.65 78.7 0.53

ACC 60.7 0.27 54 0.28 43.2 0.28 38.9 0.31

GSF 25.6 0.80 23.1 0.75 28.8 0.94 24.3 0.87

NPF* 5.2 0.26 6.5 0.37 8.9 0.51 7.1 0.42

Total 260 0.54 194.3 0.46 194.3 0.53 149 0.48

* NPF fees relate to NPF financial years ending 31 March.

Having regard to the different asset allocations, our assessment of relative value is 
that ACC continues to be the most cost efficient of the CFIs. ACC has made extensive 
use of in-house investment management which in general is less expensive than 
outsourcing management to external fund managers. CFIs need sufficient scale (the 
likes of ACC and NZSF) in order to successfully adopt in-house management. The 
large increase in expenses for NZSF from 2011/12 to 2012/13 can mostly be attributed 
to the payment of performance-related fees to some of its external fund managers as a 
result of strong performance. 

CFI performance summary

The overall CFI portfolio has produced solid absolute returns over the 2012/13 year and 
investment management decisions have added value across the board. Performance 
for the portfolio as a whole has been largely bolstered by ACC and NZSF.

ACC’s strong performance has benefited substantially from value added by active 
investment management decisions and the ability to keep costs consistently low. 
Relative performance has averaged 1.4% p.a. above its aggregate passive benchmark 
over the long term (since 1 July 2001). 

Performance of NZSF has been fuelled by recent rallies in growth assets. In addition 
it has experienced a large portion of value add over the year relative to its reference 
portfolio, as a result of its tilted exposure to growth assets. Given NZSF constitutes a 
large proportion of the overall CFI portfolio (>40%), its strong performance has boded 
well for the CFI portfolio as a whole.

Over the past three years the active investment strategies employed by the CFIs have 
in aggregate added value after fees to the Crown’s CFI portfolio.
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ChAIR » Paula Rebstock

BOARd » Trevor Janes,  
des Gorman, Kristy Mcdonald, 
John Meehan, Jill Spooner, 
James Miller, Gregor Coster

ChIEF EXECuTIvE »  
Scott Pickering

Activities

ACC is a Crown entity, established 

to provide comprehensive no-

fault personal injury cover for all 

New Zealand residents and visitors.

ACC is funded by levies which are 

invested by ACC’s investment team 

having regard to the future lifetime 

costs of injuries that have occurred. 

ACC scheme solvency is improving 

rapidly, and is expected to 

become fully funded prior to the 

Government’s target of 2019.

www.acc.co.nz

 

Accident Compensation Corporation – Investments
Crown Financial Institute

Financial performance measures

Funds under management (FUM) ($m)* 2009 2010 2011 2012 2013 5 year

Opening value  9,569  10,570 13,100 16,601 20,426  9,569 

+/- Investment returns  316  1,350  1,726 1,680 2,058  7,130 

- Tax – – – – – –

+/- Cash inflows/outflows  685  1,180 1,775 2,145  1,620  7,405 

Closing value  10,570  13,100 16,601 20,426 24,104  24,104 

Returns % p.a.

Return** 3.1% 12.5% 12.4% 9.3% 9.7% 9.3%

Objective*** 0.9% 11.4% 11.7% 9.7% 8.9% 8.4%

Passive benchmark 0.4% 10.9% 11.2% 9.2% 8.4% 7.9%

Fund risk (volatility****) 4.9%

Passive benchmark risk 4.8%

* Total Reserve Portfolio assets. Excludes operational cash.

** After an allowance for investment management fees and costs (-0.2% p.a.) and after adding back offshore withholding taxes 
(+0.04% p.a.) paid by ACC. ACC does not pay tax in New Zealand.

*** Passive benchmark plus 0.5% p.a. over rolling three-year periods on a gross of costs basis.

**** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any one year.

Fund performance and composition
ACC has again produced a creditable investment return for the year. Its return of 9.7% was 

comfortably ahead of its objective. Over five years, investment performance was 0.9% p.a. ahead 

of the objective of benchmark return plus 0.5%. 

ACC manages its asset allocation with a particular focus on matching the risk of its liabilities, 

but it also balances risk management against the objective of enhancing returns. ACC’s risk 

tolerance is constrained by an awareness of the extent to which investment results can affect 

levy rates. ACC’s liability is particularly sensitive to declines in real interest rates (ie, a narrowing 

in the gap between long-term interest rates and expected inflation). ACC protects itself against 

this risk by holding a large weighting in long-term fixed interest and index linked investments.

For many years ACC has produced consistently good returns, and it has achieved this at 

relatively low cost because the majority of its assets are managed in-house. 

The ACC fund has grown significantly over the past decade which will result in challenges 

maintaining the historic level of outperformance.

Asset allocation – past five years
 %

■ Cash  ■ New Zealand Bonds  ■ Overseas Bonds  

■ New Zealand Equities  ■ Overseas Equities  ■ Property 

■ Other Growth Assets

Return index – past five years
Unit

– NZ Government Stock  – MSCI world equity hedged to NZD  

– Fund Return  – Fund Objective



72

ChAIR » Keith Taylor

BOARd » Craig Ansley, Toni Kerr, 
Stephen Napier, Cecilia Tarrant, 
Michelle van Gaalen

ChIEF EXECuTIvE » Simon Tyler

Activities

The Government Superannuation 

Fund Authority (GSFA) is an 

autonomous Crown entity that 

manages and administers GSF and 

the GSF schemes.

GSF was established in 1948 to 

provide a way for state sector 

employees to save for their 

retirement. The schemes were closed 

to new members from 1 July 1992. 

The Board of the GSFA and the 

Trustees of NPF have formed a 

joint venture company, Annuitas 

Management Limited, to provide 

management and secretarial support 

for the schemes.

www.gfsa.govt.nz

 

Government Superannuation Fund
Crown Financial Institute

Financial performance measures

Funds under management (FUM) ($m) 2009 2010 2011 2012 2013 5 year

Opening FUM  3,574  2,804 2,947 3,159 3,016  3,574 

Investment returns  (673)  383  392 25 526  654 

Tax benefit (expense)  89  (99)  58 (42) (33)  (26)

Net cash outflow  (187)  (142)  (238)  (126)  (128)  (821)

Closing FUM  2,804  2,947 3,159 3,016 3,381  3,381 

Returns % p.a.

Return* (20.4%) 13.7% 13.7% 0.3% 17.4% 3.9%

Fund expectation** 12.3% 10.7% 9.2% 13.5% 2.5% 9.6%

Passive benchmark (19.4%) 12.3% 16.4% 0.8% 15.3% 4.1%

Fund risk (volatility***) 13.3%

Passive benchmark risk 14.2%

* Before tax and after investment management fees (estimated prior to 1 July 2010).

** The Fund has an expectation of outperforming the New Zealand Government Stock Index (NZGS) plus 2.5% on an after 
tax basis. For comparison purposes we have used gross of tax returns for the objective of NZGS + 2.5% p.a. in the above 
table.

*** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any one year.

Fund performance and composition
GSF has produced a good return for the year to 30 June 2013, outperforming its reference 

portfolio by 2.1%. The Fund benefited from its high allocation to equities, fuelling its high 

absolute return over the year. In addition, active management of global equities contributed most 

of the added value. 

Alternative strategies (which include exposures to strategies such as tactical asset allocation, 

private equities, absolute return strategies, emerging market equities and bonds, natural 

catastrophe and longevity risks) have been incorporated to improve diversification of risk and to 

capture potential alternative sources of return relative to the reference portfolio.

Despite its recent strong performance, the Fund has lagged its long-term performance 

expectation of the NZGS plus 2.5% (on an after tax basis), as the impact of poor global equity 

market returns experienced in 2003 and 2008 is still felt over this 10-year timeframe.

Asset allocation – past five years
 %

■ Cash  ■ New Zealand Bonds  ■ Overseas Bonds  

■ New Zealand Equities  ■ Overseas Equities  ■ Property 

■ Other Alternative Assets

Return index – past five years
Unit

– NZ Government Stock  – MSCI world equity hedged to NZD  

– Fund Return
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BOARd » Paul Foley, Graeme 
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ChIEF EXECuTIvE » Simon Tyler

Activities

The Board of Trustees administers 

the 10 superannuation schemes and 

manages the investments held on 

behalf of the scheme members. 

The Government has guaranteed the 

benefits payable under the schemes. 

The Board of the GSFA and the 

Trustees of NPF have formed a 

joint venture company, Annuitas 

Management Limited, to provide 

management and secretarial support 

for the schemes. 

www.npf.co.nz

 

National Provident Fund
Crown Financial Institute

Financial performance measures

Funds under management (FUM) ($m) 2009 2010 2011 2012 2013 5 year

Opening FUM  2,208  1,919 1,906 1,839 2,042  2,208 

Investment returns  (22)  200  113 121 150  562 

Tax benefit (expense)  (30)  (56)  (29) (35) (19)  (169)

Net cash outflow  (237)  (157)  (151) 117  (338)  (766)

Closing FUM  1,919  1,906 1,839 2,042 1,835  1,835 

Returns % p.a.

Return* (1.3%) 11.1% 6.6% 7.2% 8.8% 6.4%

Objective** 

Passive benchmark 0.7% 9.3% 8.9% 5.9% 8.1% 6.5%

Fund risk (volatility***) 4.7%

Passive benchmark risk 4.1%

* Before tax and after investment management fees.

** No stated overall objective as NPF is an aggregate of 10 separate superannuation schemes.

*** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any one year.

Fund performance and composition
The NPF portfolio asset allocation is significantly weighted towards fixed income assets, as the 

10 constituent funds that make up the NPF aggregate portfolio attempt to match their individual 

liabilities. Domestic and overseas fixed income assets comprise approximately 65% of the NPF 

portfolio.

Because each scheme has a different asset allocation, investment performance varies by 

scheme. Each scheme has performed well for the year to 30 June 2013, relative to its individual 

benchmark. On an aggregate basis, the NPF schemes have outperformed their benchmark for 

the year by 0.7%.

Over the past five years, fixed income assets have outperformed equity markets and therefore 

NPF returns have been relatively strong through the global financial crisis. Looking ahead, it will 

be challenging for NPF to sustain high returns given the historically low interest rates prevailing. 

NPF reviews its investment strategy regularly to achieve the best return for the appropriate level 

of risk for each scheme.

Asset allocation – past five years
 %

■ Cash  ■ New Zealand Bonds  ■ Overseas Bonds  

■ New Zealand Equities  ■ Overseas Equities  ■ Property 

■ Other Alternative Assets

Return index – past five years
Unit

– NZ Government Stock  – MSCI world equity hedged to NZD  

– Fund Return
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ChIEF EXECuTIvE » Adrian Orr

Activities

NZSF prefunds part of the future cost 

of New Zealand Superannuation by 

investing government contributions 

and generating returns on that 

investment over the long term. The 

Fund is managed by a Crown entity, 

the Guardians of New Zealand 

Superannuation.

The Guardians have a duty to invest 

the Fund on a commercial, prudent 

basis. The Fund is diversified across 

geographies and asset classes, and 

is expected, over rolling 20-year 

periods, to generate returns in 

excess of the Treasury Bill return (a 

measure of the cost of government 

debt) + 2.5%.

www.nzsuperfund.co.nz

New Zealand Superannuation Fund
Crown Financial Institute

Financial performance measures

Funds under management (FUM) ($m) 2009 2010 2011 2012 2013 5 year

Opening FUM 14,212  13,688 15,656 18,652 18,703  14,212 

+/- Investment returns (3,201)  2,086  3,902 227 4,822  7,836 

+/- Tax* 435  (368)  (906) (176) (977)  (1,992)

+/- Cash inflow/(outflow) 2,242  250 - - -  2,492 

Closing FUM 13,688  15,656 18,652 18,703 22,548  22,548 

Returns % p.a.

Return** (22.1%) 15.5% 25.1% 1.2% 25.8% 7.4%

Performance expectation*** 8.0% 5.1% 5.4% 4.9% 4.9% 5.7%

Passive benchmark (18.3%) 14.6% 19.5% (0.2%) 18.5% 5.8%

Fund risk (volatility****) 16.2%

Passive benchmark risk 15.8%

* Changes in reserves netted off to tax.

** Before tax and after investment management fees.

*** Performance expectation (Treasury Bills + at least 2.5% p.a.).

**** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any one year.

Fund performance and asset allocation

Strong returns from equities, private markets and the Fund’s strategic tilts (in particular an 

overweight position in global equities and underweight NZD position) have contributed to a record 

financial year return of 25.8% for the Fund, well ahead of its passive benchmark or reference 

portfolio return. This has lifted the Fund’s longer term performance relative to its reference 

portfolio and performance expectation over the five year period and since inception.

The Fund has tilted towards growth assets relative to the reference portfolio allocation of 80%. 

Extensive use of derivatives has been made as a way of completing the portfolio (ie, currency 

hedging and achieving the reference portfolio’s market exposure), strategic tilting and capturing 

active returns. At 30 June 2013 the Fund’s notional exposure to derivative instruments was 

approximately $50 billion; however, this exposure does not reflect the significant proportion of 

derivative use in which exposures are offsetting (70%). A substantial portion of the derivatives 

exposure has been used to gain cost-effective and flexible exposure to global equities, switching 

between physical and synthetic holdings as the economics between the access points change 

over time. In the Guardians’ view, the ability to use derivatives is central to their management of 

the level of risk the Fund carries and to implementing their value-adding investment strategies.

New Zealand assets

In 2009 the Minister of Finance directed the Guardians to identify and consider opportunities 

that would increase the Fund’s investment in New Zealand assets, subject to the legislative 

requirement to invest the Fund on a prudent and commercial basis. At 30 June 2013, $3.4 billion 

(about 21% of the value of the Fund’s investments) was invested in New Zealand assets. These 

include NZ listed equities ($874 million), Property ($229 million), Infrastructure ($702 million), 

Timber ($1,119 million), Rural properties ($154 million) and Private equity ($264 million).

Asset allocation – past five years
 %

■ Cash  ■ New Zealand Bonds  ■ Overseas Bonds  

■ New Zealand Equities  ■ Overseas Equities  ■ Property 

■ Other Growth Assets  ■ Timber ■ Other Alternative Assets

Return index – past five years
Unit

– NZ Government Stock  – MSCI world equity hedged to NZD  

– Fund Return  – Fund Expectation
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Multiple Objective Entities
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Multiple Objective Entity Overview
There are a number of Crown entities with a policy and/or “special” primary purpose 

but where business-like performance and commercial disciplines are still expected. 

The expectations on this group have increased over the year with ACC and HNZC now 

under Treasury monitoring responsibility. As well, new entities have formed to facilitate 

implementation of government policy priorities. There are 20 multiple objective entities 

covered in the 2013 APR.

There are two distinctive groups within this portfolio: those with an enduring policy purpose 

and those set up as “special purpose”, often time-limited, entities. This distinction affects 

what is important and how performance is measured.

 � Policy priority entities: These are long-term in nature and are owned to support public policy 

reasons. ACC, CRIs, HNZC, Radio NZ, NZ Lotteries and NZRC fall into this category. These are 

usually core Crown entities and can have stewardship of significant assets. Even when public 

policy objectives stay the same, implementation can vary over time. This can affect institutional 

settings, status and the asset base of individual entities. For example, NZRC divested its railway 

infrastructure (1 January 2013) and changes to social housing delivery in New Zealand were 

announced in Budget 2013. 

 � Special purpose entities: These are tasked with a special purpose where government 

ownership or partnership is deemed appropriate. They tend to be time-limited and the Crown is 

not always a 100% owner. Within this group, there are two sub-groups which shape ownership 

expectations:

 � Crown as a partner: Where the Crown partners with others to achieve a defined outcome, 

including infrastructural developments, and/or to address a market failure – CFH, REANNZ, 

Network for Learning, Crown Irrigation Investments,8 LGFA, NZVIF, HBL and TRC.

 � Financial recovery: Where the Crown has assumed responsibility for assets and liabilities 

and is required to settle residual issues and/or recover maximum value from assets – 

Southern Response, CAML.

These entities are often Public Finance Act 1989 Schedule 4A companies, which provides 

flexibility around ownership while ensuring commercial disciplines in their operation.

While the multiple objective entities are diverse, all are expected to act in a business-like 

manner.

In 2012/13, performance across the multiple objective entities was mixed. Performance 

can be difficult to define and includes both financial and non-financial elements. Apparent 

financial underperformance may be the consequence of underestimating what is required 

to achieve policy objectives (which the entity has as its core purpose) rather than 

mismanagement. Several themes emerge across the portfolio:

 � Owing to the significance of their assets and liabilities, even small variances in 

performance can have a significant effect.

 � Managing competing priorities remains a challenge and requires input and effort from 

both the Crown and entities.

We expand on these themes below.

8 Network for Learning has not been included in the 2013 APR commentaries as it was in set-up phase during 
the year and operational contracts did not come into effect until 2013/14 – its financials have, however, been 
incorporated in aggregations. Crown Irrigation Investments was not incorporated until the 2013/14 year and 
is excluded altogether.
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Substantial assets and liabilities under stewardship
ACC and HNZC have substantial assets and liabilities. The figures below illustrate the relative 

size of these entities.

Figure 22 – Significant balance sheets – Multiple objective, commercial priority and listed entities

Assets ($98.8b) Liabilities ($68.6b)

In particular:

 � the combined assets of HNZC (mostly “social housing”) and ACC (investments) are at a 

similar level to the Listed And Commercial Priority portfolios combined, and

 � ACC’s liabilities, mainly its outstanding claims liability (OCL) of around $27 billion exceed 

its assets and represent almost half of the total portfolio liabilities.

This highlights the need for close and active management, over both those assets captured 

by accounting measures and intangible, unrecorded assets. HNZC’s focus must be on 

utilising assets optimally in delivering its social objectives; and ACC must place significant 

focus on managing its OCL and the investments that will fund those claims. We note:

 � HNZC’s asset utilisation dropped as a consequence of increased turnaround times for 

vacant properties – this has a significant impact on asset efficiency (see page 89). 

 � There is still much to do on ensuring HNZC’s stock is in the right place with the right 

configuration to meet needs.

 � The social housing market is undergoing reform. Changes announced in Budget 2013 

included making the Income Related Rents subsidy available to approved Community 

Housing Providers and their tenants and introducing tenancy reviews. 

 � ACC has shown significant improvements in its solvency and financial sustainability. 

These improvements have been achieved through managing down its OCL focusing on 

rehabilitation and cost management while building its investment reserves (see page 82). 

 � ACC has also focused on its social capital – working on trust and confidence, client 

satisfaction and improved privacy. There has been measured improvement, particularly in 

regard to privacy issues.

Analysis around the impact of, and options for, effective Crown balance sheet management 

is an integral part of the Crown’s Investment Statement which the Treasury is required to 

prepare pursuant to the Public Finance Act 1989. The first Investment Statement pursuant to 

this legislation is scheduled for release in 2014.

ACCACC

HNZC

HNZC

Commercial
priority

Commercial
priority

ListedListed

Other
MOEs

Other
MOEs
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Managing competing priorities – tensions and synergies 
There is often a trade-off between achieving policy-based objectives and managing 

resources in a businesslike manner. Conversely, different priorities can also create synergies 

within an organisation and positive outcomes for its clients. This duality has manifested itself 

in such issues as:

 � Social policy-focused entities facing a challenge when managing cost drivers – for 

example, the extent to which rehabilitation is targeted by ACC – as there is greater 

potential for perceptions of social injustice, which in turn can undermine fundamental 

policy objectives.

 � Synergies are important. Shaping and utilising HNZC’s stock in such a way as to 

maximise housing outcomes for those in greatest need not only improves HNZC’s 

financial performance but also health and education outcomes for New Zealanders. 

ACC’s focus on rehabilitation delivers positive outcomes for claimants as well as keeping 

the OCL on a sustainable footing. Southern Response’s progress with settling insurance 

claims is positively correlated with improved social outcomes in Christchurch.

 � Parallel priorities masking the cost of delivering services. For example, HNZC has a 

much bigger difference between gross rental yield and net rental yield than a commercial 

property manager would tolerate. Is this difference all owing to costs associated with 

social housing or is there something else?

 � Where the Crown is playing a coordinating role in facilitating delivery of policy initiatives 

(eg, CFH, REANNZ) issues with the partnering bodies or with the policy itself need to be 

considered. Similarly, entities established to address a specific issue need to maintain 

their relevance. This requires a combination of active ownership and honest self-appraisal 

by the boards of the entities.

 � Even the more focused special purpose entities, CAML and Southern Response, face a 

trade-off between speed of settlement and maximising value when assets are realised (or 

residual issues settled).

Conclusion
Given the nature of these entities, assessment is necessary on a case-by-case basis rather 

than as a portfolio. Standard financial performance measures often are of limited value. 

However, several general themes emerge:

 � 2012/13 has been a year of transition. Many of the special purpose and time-limited 

entities are defining the details of their role (eg, TRC, Crown Irrigation Investments), 

facing change (eg, AgResearch, Southern Response) or reaching a point in their lifecycle 

where their purpose is due for reassessment (eg, NZVIF). Additionally, a number of the 

enduring entities are facing changes to their policy environment, performance measures 

and of longstanding Chairs and/or Chief Executives. 

 � There have been some strong performances by individual entities. ACC, CAML and NZ 

Lotteries have had strong financial performance. HBL and LGFA have delivered well on 

their wider objectives to date.

 � Incentives matter. Special purpose and time-limited entities tend to perform well against 

plans. This implies a strong emphasis in getting the plan well-defined and in refreshing 

that plan as an entity evolves. 
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 � Entities with enduring policy objectives, through processes and cultures becoming 

deeply embedded, risk being slow in changing performance and service offerings. If the 

Crown wishes to effect change, it needs to be actively engaged.

 � Judicial use of performance data, both financial and non-financial, is crucial to finding 

early warning signs around deteriorating entity performance. Building up the depth of 

understanding to develop and use data well is an ongoing challenge, especially for 

HNZC. 

Clarity of government expectations and understanding of the cost base and desired level of 

service provision is essential. We provide a variety of charts to demonstrate key performance 

indicators for each of the entities, rather than apply a standard approach as used for other 

portfolios.
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ChiEF ExECuTivE »  
Scott Pickering

Activities

ACC delivers no-fault personal 

injury cover for everyone in 

New Zealand. Under the Scheme, 

individuals forego the right to sue for 

compensatory damages following 

injury, in return for receiving personal 

injury cover. ACC’s core functions 

are to rehabilitate injured people and 

reduce the incidence of injury within 

a stable and fair levy framework. 

www.acc.co.nz

Operations andachievements

ACC continued to report strong 

rehabilitation rates meaning that 

people with injuries are returning to 

independence more quickly than in the 

past.

The 2012/13 year saw an increased 

focus on injury prevention.

ACC made significant progress on 

implementing the recommendations of 

the Privacy Report. Privacy breaches 

are reducing.

ACC’s financial sustainability and 

solvency continued to improve through 

strong rehabilitation rates, good 

investment performance and a focus 

on cost management.

 

Accident Compensation Corporation
Crown Agent

Performance

ACC’s net surplus was $4.9 billion – 3.6 billion 

ahead of budget. This strong outcome was as 

a result of:

 � Higher than budgeted investment income 

owing to stronger global equity markets 

and ACC’s investment team continuing to 

outperform market benchmarks. (See page 

71 for an overview of ACC’s investment 

performance.)

 � A significant reduction in the estimated 

cost to settle claims of $1.2 billion. 

The improvements came from strong 

rehabilitation performance and the current 

value of forward costs being reduced by 

increases in interest rates.

In terms of operational measures, ACC’s 

performance has been more mixed:

 � ACC met increasing demand for its 

services with 1,718,286 new claims lodged, 

$2.64 billion paid out on all active claims 

and more than 85,000 clients receiving 

rehabilitation services. 

 � ACC reported a faster and more durable 

return to independence for injured people: 

78% of clients returned to independence 

within 12 weeks and 94% within nine 

months. ACC’s durable return to work was 

above the Australian average.

 � Overall client satisfaction was below target 

at 68%, with the last quarter showing a 

significant improvement.

 � ACC implemented 15 of the 22 short-term 

recommendations of the Privacy Report. 

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  6,745  6,525  6,059 

EBITDAF  4,981  (424)  1,198 

Net surplus  4,929  (474)  1,146 

Balance sheet ($m)

Total assets 28,618 25,543 21,539 

Total liabilities 30,872 32,725 29,368 

Net assets (2,253) (7,182) (7,830)

Cash flows ($m)

Operating activities (net)  2,619  2,688  2,226 

Purchase of fixed assets  3  5  14 

Dividends paid  -  -  - 

Net cash flow  166  (366)  (33)

Performance against targets

Financial 2013 Target  
Investment returns 
against benchmark

1.49% 0.5% 

Solvency by account

Work 127% 107% 

Earners 126% 109% 

Motor Vehicle 87% 80% 

Non-earners 47% 44% 

Treatment Injury 67% 66% 

Non-financial

Public trust and 
confidence

47% 49% 

Customer satisfaction 68% 72% 

273-day rehabilitation rate 93.9% 93.3% 

Dispute resolution reviews 
in ACC’s favour

81.3% 78.5% 

Net assets vs OCL and solvency
$m

■ Solvency Ratio  – Net Assets   

– Outstanding Claims Liability (OCL) 

Percent of weekly compensation clients 
rehabilitated within nine months 
%

– 13 Week Rolling Average  – 52 Week Rolling Average  

– Target 93.3
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Activities

CAML was incorporated on 

14 February 2012 and commenced 

business in May 2012. CAML was 

established to:

 �  acquire, manage and realise all 

of the assets from six of the eight 

finance companies under the 

Crown Retail Deposit Guarantee 

Scheme

 � acquire, manage and realise 

certain assets of Southern 

Response, and

 �  provide a better return to the 

Crown by operating in a manner 

that maximises returns and 

minimises costs. 

www.crownassetmanagement.co.nz

Operations and achievements

CAML acquired the assets of four of 

the remaining Crown Retail Deposit 

Guarantee Scheme finance companies 

and seven of the ten properties owned 

by Southern Response. Of the remaining 

two finance companies, CAML had 

already acquired one company’s 

residual assets and another was 

deemed uneconomic to transfer. The 

remaining three properties were subject 

to earthquake damage and are planned 

to be acquired during the 2014 financial 

year.

 

Crown Asset Management Limited 
PFA Schedule 4A Company

Performance

CAML has performed well in its first full 

year of operation and has made significant 

progress towards its aim of realising all or 

substantially all of the assets by 30 June 2014. 

Since inception, CAML has acquired assets 

totalling approximately $160 million from five 

receiverships (South Canterbury Finance, 

Allied Nationwide Finance, Mascot Finance, 

Mutual Finance and Vision Securities), plus the 

property portfolio of Southern Response with 

the exception of a few earthquake-affected 

properties.

CAML performed well against its SOI targets. 

The key financial performance measures relate 

to the overall level of recoveries (being money 

returned to the Crown from selling physical 

assets, investments and from loan recoveries) 

and the speed at which recoveries are made. 

In this regard:

 � During the year the asset base (excluding 

cash) reduced to $94.5 million, 

predominantly owing to loan recoveries. 

This has significantly changed the 

composition of the asset base from being 

dominated by loans to a portfolio that has a 

balance of loans, investments and property 

assets. 

 � Total recoveries, measured as cash 

collected from assets, exceeded budget by 

$40.7 million. Consequently, distributions 

to the Crown of $116.8 million were 

$40.5 million above budget. 

The only missed target, reducing asset values 

to $61.3 million, was missed as an asset 

was written up in value by approximately 

$40 million. Subsequent to balance date, the 

asset was revalued and a special dividend paid 

to the Crown.

Based on its planned recoveries, CAML is 

forecasting to make further capital repayments 

to the Crown of $41.6 million by 30 June 2014.

Financial statements

Income statement ($m) 2013 2012
Revenue  43  1 

EBITDAF  32  (0)

NPAT  77  0 

Balance sheet ($m)

Total assets  121  103 

Total liabilities  4  1 

Net assets  117  102 

Cash flows ($m)

Operating activities (net)  10  10 

Purchase of fixed assets  0  – 

Dividends paid  –  – 

Net cash flow  7  20 

Performance against SOi

Financial 2013 Target  
Reduction in the total 
number of assets under 
management 

261 499 

Value of assets under 
management ($m)

94.5 61.3 

Total annual recovery 128.3 87.6 

Operating costs ($m) 4.4 4.6 

Operating costs to 
recoveries

3% 5% 

Loan recoveries to net 
loan balances 

94% 71% 

Total distributions to the 
Crown ($m)

116.8 76.3 

Asset wind-down and Crown distribution 
$m

■ Assets Acquired  ■ Crown Distributions 

– Assets Remaining at Carrying Value (excluding Cash and 

before provision for future sales costs and Net Present Value 

adjustment to loans)
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Activities

CFH was established in 2009 to 

implement the Government’s ultra-

fast broadband (UFB) initiative. It is 

tasked with co-investing with private 

sector participants to deploy a UFB 

network. The objectives are: 75% of 

the population covered by 2019; and 

by 31 December 2015 all schools, 

all hospitals and 90% of businesses. 

CFH is not expected to make a 

financial return or pay dividends to 

the Crown, rather it is a public benefit 

entity. It will incur operational losses 

each year.  

www.crownfibre.govt.nz

Operations and achievements

The pace of deployment increased 

with over 20% of the UFB initiative 

completed as at 30 June 2013. During 

2012/13 CFH invested $177 million in 

the Partners for the deployment of UFB. 

This is up from $45 million last year 

with $222 million invested project-to-

date in the UFB initiative (as at 30 June 

2013).

Performance

Overall, at the end of 2012/13 CFH was 

on track in relation to its key objectives:

 � UFB deployment achieved its target 

with 229,633 premises passed, 

tested and able to connect. This 

equates to 20% of the initiative. The 

breakdown of the total indicates that 

17% of residential customers, 67% 

of schools and 50% of businesses 

are now able to connect to UFB. 

Contracted service levels for UFB 

residential installations were 74% 

by Co-Investment Partners and 

53% for Business and Priority 

customers. This was lower than 

targeted owing to the Co-Investment 

Partners developing their operational 

Crown Fibre Holdings Limited 
PFA Schedule 4A Company

processes and systems. Service levels 

are expected to improve over the coming 

year as Partners further build operational 

capabilities and capacity. 

 � Overall, UFB network availability was at or 

above requirements, with only nine hours in 

the year when it was unavailable owing to 

planned or unscheduled events. 

 � Uptake levels are just over 3%. This 

equates to around 10,000 UFB customer 

connections. This is partly a function of the 

UFB deployment not yet reaching scale and 

therefore the major retail service providers 

(RSPs) not fully entering the market. CFH 

maintains that connection momentum is 

starting to build as the UFB network reaches 

scale with a substantial pick up occurring 

in the last quarter and more than 50 (RSPs) 

now actively selling UFB services. 

Objectives for the 2014 year include 

deployment to 389,000 premises (482,000 

end users) – around a third of the overall UFB 

target; about 75% of businesses and 90% of 

urban schools. 

Following the recent determination by the 

Commerce Commission of the initial pricing 

principle of Unbundled Bitstream Access 

(UBA) Chorus has advised the market (NZX) 

that this will have adverse consequences on 

Chorus’ current funding ability and that it will 

need to conduct a detailed evaluation of other 

options. CFH’s contract with Chorus remains 

fully enforceable in respect to Chorus having 

to meet its UFB obligations. 

Financial statements*
Income statement ($m) 2013 2012
EBITDAF  (7)  (8)

NPAT  (120)  (32)

Balance sheet ($m)

Total assets 154  109 

Total liabilities 1  1 

Net assets 153 108

Cash flows ($m)

Operating activities (net) (4)  (9)

Net cash flow (15)  74 

* Parent accounts.

Performance against SOi*
Coverage 2013 Target
Priority users1 58,188 48,600 

Total premises 229,633 229,400 

Service performance

SLA provisioning per end 
customer

Residential2 74% 95% 

Business/priority3 53% ** ~

Layer 1 performance

Fault restoration per end 
customer4

99.9% ** ~

Layer 2 performance

Fault restoration per end 
customer5,6

98.2% ** ~

Financial ($m)

Total expenses $125m $144m 

Operating cash flow (4.3) (6.1) 

* SOI has been compiled on a parent accounts basis. 

** No percentage specified in SOI.

1 Includes health, school and business premises.

2	 Target	is	≤	4	business	days,	or	a	date	agreed	with	the	RSP,	
in all cases post land/bulding consent.

3	 Target	is	≤	6	business	days.

4		 Target	is	≤	48	hours.

5  Targets not contractually in force at 30 June 2013.

6	 Target	is	≤	12	hours.

Status of properties over the past 24 months
Cumulative premises handed over and end users able to connect to UFB

-- End Users able to Connect (Actual)  - - End Users able to Connect (Forecast)   

– Premises Handed Over (Actual)  - -  Premises Handed Over (Forecast)
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Agresearch Limited

To enhance the value, productivity 

and profitability of New Zealand’s 

pastoral, agri-food and agri-

technology sector value chains. 

ChAir » Sam robinson

BOArd » Barry harris, Teresa 
Ciprian, dr Michael dunbier, John 
Loughlin, Andrew Macfarlane, 
Tania Simpson, dr Peter Stone

ChiEF ExECuTivE »  
dr Tom richardson

ESr – institute of Environmental 

Science and research Limited

To deliver enhanced scientific 

and research services to the 

public health, food safety, security 

and justice systems and the 

environmental sector.

ChAir » dr Susan Macken

BOArd » ross Peat, dr helen 
darling, Marion Cowden, Patricia 
Schnauer, Professor Bill denny, 
Tahu Potiki

ChiEF ExECuTivE »  
Graham Smith

GNS Science – institute of 

Geological and Nuclear Sciences 

Limited

To undertake research on 

geologically-based energy and 

minerals industries, that develops 

industrial and environmental 

applications of nuclear science, 

that increases resilience to natural 

hazards and that enhances 

understanding of geological and 

earth-system processes.

ChAir » Tom Campbell

BOArd » hon Ken Shirley, Jane 
Taylor, dr Claire McGowan, 
Professor Steve Weaver, Belinda 
vernon, James Johnston

ChiEF ExECuTivE »  
dr Mike McWilliams

Landcare research New Zealand 

Limited

To drive innovation in management 

of terrestrial biodiversity and land 

resources in order to both protect and 

enhance the terrestrial environment 

and grow New Zealand’s economy.

ChAir » Peter Schuyt

BOArd » Tania Simpson,  
dr Chris downs, Gavan herlihy, 
hon John Luxton, dr Emily 
Parker, vicky Taylor

ChiEF ExECuTivE »  
dr richard Gordon

NiWA – National institute of Water 

& Atmospheric research Limited

To enhance the economic value 

and sustainable management of 

New Zealand’s aquatic resources 

and environments, to provide 

understanding of climate and the 

atmosphere and increase resilience 

to weather and climate hazards.

ChAir » Chris Mace

BOArd » Craig Ellison, dr 
helen Anderson, Ed Johnson, 
Professor Keith hunter, helen 
robinson, Jason Shoebridge

ChiEF ExECuTivE »  
John Morgan

Crown Research Institutes
Crown Entity Companies

Plant & Food research – 

New Zealand institute for Plant & 

Food research Limited

To enhance the value and 

productivity of New Zealand’s 

horticultural, arable, seafood and 

food and beverage industries.

ChAir » Michael Ahie 

BOArd » Greg Gent, dr Mark 
Bayly, Professor Juliet Gerrard, 
Todd Muller, Stana Pezic, Mark 
Stuart

ChiEF ExECuTivE »  
Peter Landon-Lane

Scion – New Zealand Forest 

research institute Limited 

To drive innovation and growth 

from New Zealand’s forestry, wood 

product and wood-derived materials 

and other biomaterial sectors.

ChAir » Anthony Nowell

BOArd » Judith Stanway, 
Elizabeth Chambers, Sheldon 
drummond, Chris insley, dr Barry 
O’Neil, dr Brian rhoades

ChiEF ExECuTivE »  
dr Warren Parker

Background

CRIs were established under the Crown 

Research Institutes Act 1992. 

CRIs play a critical role in addressing 

some at New Zealand’s most pressing 

issues: economic growth; improving 

the sustainability of natural resources; 

and managing exposure to risks that 

could otherwise destabilise society, the 

environment and the economy. CRIs 

provide research and a range of related 

scientific and advisory services. 

In February 2011, the CRI policy, 

investment and ownership functions 

were brought into one agency, the 

Ministry of Science and Innovation 

(MSI). Subsequently, MSI was 

incorporated in the Ministry of Business, 

Innovation & Employment (MBIE). 

MBIE provides advice on ownership 

matters, reports on performance 

and works with CRIs to maximise 

performance. COMU provides 

monitoring advice to MBIE as required 

and provides the board director 

appointment processes for CRIs.

In February 2013, the Government 

established Callaghan Innovation 

with the intent of accelerating the 

commercialisation of innovation by 

firms in New Zealand. To enable 

Callaghan Innovation to deliver 

research and technical services 

to businesses in the high-tech 

manufacturing and services sector, 

the ownership of Industrial Research 

Limited (IRL), a CRI, was transferred 

to Callaghan Innovation. As IRL, now 

named Callaghan Innovation Research 

Limited, became a subsidiary of a 

Crown Agent it ceased to be a CRI and 

is no longer monitored by COMU.
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Achievements

In their respective Annual Reports, the CRIs describe both key research outputs of the current year 

and a number of impact stories arising from recent research. Highlights include:

Agresearch: Creating the first cow that produces high-protein milk that may be hypo-allergenic, 

launching an upgraded version of OVERSEER nutrient management tool and licensing a novel 

wool dyeing process. AgResearch also announced its Future Footprint strategy – a $100 million 

investment proposal for new labs and facilities.

ESr: First results from the Southern Hemisphere Influenza Vaccine Effectiveness Research 

and Surveillance programme. Also developed “STRmix”, a world-first forensic quality software 

program that untangles complex DNA mixtures of up to four individuals. These DNA samples were 

previously too complex to analyse, leading to unsolved crimes. 

GNS Science: Further improved the world’s most accurate Tritium dating facility and used 

it to model groundwater flow around Lake Taupo, developed the honey industry’s standard 

authentication test and provided continued support to the Canterbury rebuild. 

Landcare research: Developed a new possum control model, updated S-Map (soils) Online, 

developed precision irrigation tools and launched the National Land Resource Centre, a one-stop 

shop for authoritative land resource data, tools, information and services.

NiWA: Surveyed the seabed off the Otago coast, assessed the stock status of 12 commercial 

fish species, revisited the critical Mertz Polynya region of Antarctica, assessed tsunami risk for a 

number of Pacific islands and launched a paddock-level weather forecasting service.

Plant & Food research: Released wasps as a bio-control in Hawke’s Bay apple orchards, 

continued support to the Psa-affected kiwifruit industry, launched a forage-friendly barley, started 

construction of a finfish facility in Nelson and supported the development of a stress relieving 

product using blackcurrant extract.

Scion: Identified the source of Red Needle Cast and developed tools to mitigate its effects, 

developed a new fire warning system, assessed the risks of Copper Chromium Arsenic 

preservation and worked to find alternatives to methyl bromide treatments.

Portfolio performance – continued improvement

Building collaboration

National Science Challenges

In May 2013, the Government announced the National Science Challenges. The Challenges are 

designed to take a more strategic approach to science investment by targeting a series of goals 

which, if they are achieved, would have a major and enduring benefit for New Zealand. 

These Challenges will align and focus New Zealand’s research on large and complex issues by 

drawing scientists together from different institutions and across disciplines to achieve a common 

goal through collaboration. It is anticipated that a total of $133.5 million in new funding will be 

allocated to the Challenges over the next four years.

In 2012/13, the CRIs played an active role in scoping the Challenges and will take a lead role in 

setting up and delivering the collaborations.

Productive Land Innovation Hub – Lincoln

In April 2013, another significant development in collaboration was announced – concept plans for a 

world-class agricultural research and education facility to be sited at Lincoln, near Christchurch. The 

Lincoln Hub concept plans and business proposal have been developed by a partnership of Lincoln 

University, DairyNZ and the CRIs AgResearch, Plant & Food Research and Landcare Research. 
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FoodHQ – Palmerston North

Work has also progressed on FoodHQ. This is a cluster and partnership strategy between 

AgResearch, Fonterra, Massey University, Plant & Food Research, the Riddet Institute and the Bio 

Commerce Centre Ltd (BCC) in Palmerston North. It is supported by the Palmerston North City and 

Manawatu District councils and was relaunched in July 2013. Plans are also being developed for a 

Waikato Agricultural Research Hub. 

End-user engagement

Since 2011 the Government has required a new focus from CRIs; to develop an outward-facing 

culture of engagement with, and delivering for, their sectors. This required significant change 

across the portfolio to support CRIs in working with their sectors, end-users and collaborators to:

 � develop a combined research strategy

 � deliver the research strategy, and

 � evaluate and measure the impact of the research strategy.

Seventy-one percent of end-users report that they have an effective relationship with CRIs. CRIs 

are focusing on measuring and reporting the impact of science and innovation with their sectors. 

This gives insight into the value of the basic and applied science that CRIs deliver.

Technology and knowledge transfer

Technology and knowledge transfer has been a key focus this year. In independent surveys, 87% 

were satisfied with their tech transfer experience. This will be an ongoing focus for CRIs in the 

coming years as they work more closely with their sectors. 

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  634  637  625 

EBITDAF  65  76  73 

NPAT  17  20  10 

Balance sheet ($m)

Total assets  688  678  673 

Total liabilities  178  191  200 

Net assets  509  486  475 

Cash flows ($m)

Operating activities (net)  52  66  69 

Purchase of fixed assets  46  46  55 

Dividends paid  1  1  3 

Net cash flow  (1)  (6) 3

In 2012/13, total revenue was budgeted to grow 3.1%, primarily from commercial sources. This 

revenue growth did not eventuate as had been planned and total revenues remained steady. CRIs 

continue to be substantially funded by government with approximately 45% of total revenues 

received directly from Vote Science and Innovation in the form of core and contestable funding.

CRIs continue to manage costs. However, underlying profitability as measured by EBITDAF, fell from 

$76 million to $65 million. NPAT also fell from $20 million to $17 million but this result includes one-

off items in both years.

CRIs continue to reinvest virtually all profits in assets rather than paying dividends. This trend is 

expected to continue in the coming years with AgResearch Limited and Plant & Food Research 

expected to commence significant capital investment programmes.
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ChAir » Ted van Arkel

BOArd » dr Lester Levy, Paul 
harper, Craig Climo, Edie Moke, 
Chris Fleming, Murray Georgel, 
Kim Gordon

ChiEF ExECuTivE »  
Nigel Wilkinson

Activities

HBL was formed in July 2010. Its role 

is to work in partnership with District 

Health Boards (DHBs) to save 

money by reducing administrative, 

support and procurement costs.

HBL is able to identify opportunities 

that would be difficult for an 

individual DHB or smaller groups of 

DHBs to achieve on their own. Any 

savings made by HBL go back into 

supporting frontline services. 

HBL has been tasked with delivering 

$700 million gross savings over a 

five-year period after establishment. 

The level of savings is cumulative 

and within the range $488.5 million 

to $1,107.8 million that was identified 

ahead of the formation of HBL. 

www.healthbenefits.co.nz

Operations and achievements

HBL facilitated 10 national collaboration 

projects in the 2012/13 financial 

year, achieving its SOI target. The 

projects comprised: Food Services, 

Linen and Laundry Services, National 

Infrastructure Platform, Contact Centres 

and Human Resource Management 

Information Systems, and in the area 

of Finance, Procurement and Supply 

Chain (FPSC) work streams for Change 

Management, Finance, Processes and 

Systems, Procurement and Supply 

Chain.

Health Benefits Limited
PFA Schedule 4A Company

Performance

HBL included a number of indicative benefits 

(savings) forecasts in its SOI. The benefits 

include direct savings, cost avoidance 

and other value-added activities. During 

the financial year the progress of some 

programmes was rescheduled for a variety 

of reasons including finding an appropriate 

balance between the timely achievement 

of benefits and sound risk management 

practices.

Where necessary, HBL works with DHBs 

to reprioritise work to ensure that the total 

benefits are in line with the SOI forecast. 

In 2012/13 the health sector exceeded the SOI 

target by $1.5 million in delivering savings of 

$98.6 million. 

Financial statements

Income statement ($m) 2013 2012
Revenue  10  9 

EBITDAF  (0)  1 

NPAT  0  1 

Balance sheet ($m)

Total assets  582  4 

Total liabilities  544  1 

Net assets 38 3 

Cash flows ($m)

Operating activities (net)  399  1 

Purchase of fixed assets  18  0 

Dividends paid  -  - 

Net cash flow  95  0 

Performance against SOi

Financial ($m) 2013 Target 
Finance, procurement 
and supply chain

0.0 17.7*

Facilities management 
and support services

0.0 2.0*

Information services 0.0 10.0*

Procurement**

National procurement 20.2 25.2

All of government 
initiatives

2.2 6.4

DHB collaborative 
procurement

3.9 0.5

DHB individual 
procurement

25.5 4.8

Subtotal 51.7 36.9

One offs/adjustments 21.1 0.0

Total procurement savings 72.8 36.9

Regional Shared Service 
Organisation savings – 
Health Alliance

25.8 20.0

Ineligible patients 0.0 10.5

Total 98.6 97.1 

*  Forecast savings for these programmes in the SOI were 
subject to a range of factors including agreement and 
approvals for business cases and funding to implement 
the programmes. For a range of reasons the timelines for 
these programmes were changed and an emphasis was 
put on delivery of other programmes such as procurement 
initiatives.

** Includes savings delivered by all other regional entities (eg, 
South Island Alliance).

HBL savings
$m $m

■ Savings  – Cumulative Savings 
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ChAir » dr Allan Freeth

BOArd » Adrienne Young-
Cooper, Jeff Meltzer, Susan 
Paterson, Whaimutu dewes, 
Enid ratahi-Pryor, ian Kearney

ChiEF ExECuTivE » Glen Sowry

Activities

HNZC owns and manages nearly 

70,000 properties housing around 

200,000 high need people in good 

housing.

HNZC also delivers and/or  

administers a number of programmes 

on behalf of the Crown including 

Welcome home loans, Community 

Group Housing and the KiwiSaver 

Deposit Subsidy. 

www.hnzc.co.nz

Operations and achievements

In 2012/13 HNZC:

 � housed 6,705 A&B priority 

applicants, compared to 6,618 

and 7,136 in 2011/12 and 2010/11 

respectively, and

 � introduced a new service delivery 

model with the customer services 

call centre becoming the primary 

channel for people to contact HNZC. 

In terms of maintaining its housing 

stock to an acceptable quality, HNZC: 

 � spent $190 million to improve the 

quality of its homes and $180 million 

on asset purchases and capital 

improvements in 2012/13, and 

 � undertook over 2,000 “whole of 

house” upgrades, insulated 8,295 

homes and completed 390,000 

maintenance actions.

In addition, HNZC negotiated an 

insurance settlement of $320 million to 

help with the Christchurch rebuild.

Housing New Zealand Corporation 
Crown Agent

Performance

HNZC achieved 80% of its SOI measures in 

2012/13. 

As the owner and manager of housing valued 

at over $16 billion, efficient asset management 

is crucial. From this perspective, performance 

in some areas has fallen short of target, such 

as the increase in average turnaround time 

between tenancies to 101 days (from 68 days 

in 2011/12) and the percentage of houses let 

(95%) at the lower end of the target. However, 

HNZC is in the process of reconfiguring the 

portfolio to ensure that it meets demand, with 

delivery on this central to improving future 

performance. 

Gross rental income yield was 6.3%, below the 

6.9% target. This is as a result of more vacant 

properties than expected, coupled with a higher 

than anticipated revaluation of the portfolio. 

Tenancy management performance has 

been largely in line with expectations, and is 

improving.

There has been a successful transition to a 

new service delivery model. The call centre 

received 1.4 million calls compared with just 

over a million in the year before, and customer 

satisfaction has increased. 

A significant growth in rental debt the first half 

of the year has been addressed and managed 

back to historic levels.

The efficient and effective management of 

New Zealand’s social housing stock remains a 

considerable challenge, and HNZC is expected 

to play its part in meeting this challenge. HNZC 

has an evolving Asset Management Plan and is 

working closely with the Crown in the execution 

of that plan.

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  1,122  1,082  1,083 

EBITDAF  468  510  466 

NPAT  120  158  (18)

Balance sheet ($m)

Total assets 17,244 15,886 15,805 

Total liabilities  3,918  3,905  3,759 

Net assets 13,326 11,981 12,046 

Cash flows ($m)

Operating activities (net)  574  264  323 

Purchase of fixed assets  183  125  235 

Dividends paid  77  68  70 

Net cash flow  11 84 14

Performance against plan

Financial 2013 Target
Dividend payout 77 74 

Rental income yield 6.3% 6.9% 

Debt management – 
rental debt older than 7 
days as a percentage of 
monthly rental income

6% 7% 

Non-financial

Percentage of properties 
that are let

95% 95-97% 

Rate of churn in portfolio 
– ratio of divestments to 
stock numbers

1:67 1:80 

Utilisation – properties 
allocated to tenants 
are best matched to 
bedrooms required

59% 60% ~

Customer satisfaction 76% 70% 

Average vacant turnaround 
time between tenancies 

101 
days

45 days 

Tenancy turnaround and vacancy rate
days %

■ Vacancy Rate  – Average Turnaround Between Tenancies 

(days) 

Rental debt and damage debt 
$m

– Rent  – Damage
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ChAir » Craig Stobo

BOArd » John Avery, Philip 

Cory-Wright, Abby Foote, Paul 

Anderson, Mark Butcher

ChiEF ExECuTivE »  

Philip Combes

Activities

LGFA is enabled under the Local 

Government Borrowing Act 2011. 

LGFA’s primary objective is to raise 

debt funding domestically and/or  

offshore in either NZD or foreign 

currency and provide debt funding to 

New Zealand local authorities at the  

lowest possible interest rates 

commensurate with the relevant 

maturity. 

LGFA is jointly owned by a large 

number of local and regional 

councils and the New Zealand 

Government, which has a 20% share. 

The Crown’s ownership in LGFA is  

primarily monitored by the Department  

of Internal Affairs, with COMU having 

a secondary monitoring role.  

www.lgfa.co.nz

Achievements

 �  More than doubled lending forecast 

in the original business case (by 

30 June 2013, LGFA had lent 

$2.48 billion to 37 participating 

councils).

 �  Halved the base margin charged 

to councils in just 18 months of 

operation (from 30 basis points in 

February 2012 to 15 basis points).

 �  Paid a dividend double the original 

business case forecast ($1.5 million 

for year ended 30 June 2013).

Local Government Funding Agency Limited
Council-Controlled Trading Organisation (20% Crown, 80% various local authorities)

Performance

As LGFA’s primary objective is to optimise 

debt funding terms and conditions for 

participating local authorities, its performance 

is not transparently identifiable from the 

face of its financial statements. Instead, its 

performance is judged by the savings it is 

able to generate for the participating local 

authorities. 

Irrespective, its financial statements point to a 

positive performance:

 �  Net interest income of $5.7 million for 

the year was 46% higher than target of 

$3.9 million. 

 �  Net profit of $2.6 million was more than 

double the target of $1.2 million. 

 �  Total overheads of $3 million was less than 

the budget of $3.2 million. 

 �  Lending to local authorities of $2.48 billion at 

30 June 2013 was much greater compared 

to the target of $900 million. 

Less than two years since commencing 

operations, LGFA has outperformed most 

of its key performance metrics. The “buy-in” 

from the local authorities has been excellent, 

with approximately 40 authorities now actively 

participating. This provides some evidence 

that LGFA is achieving its primary objective 

of optimising debt funding terms for the local 

authorities.

Financial performance highlights

Income statement ($m) 2013 2012
Total interest income 74 11

New interest income 6 1

Operating expenses 3 5

Net operating profit 3 (4)

Balance sheet ($m)

Total assets 2,688 943

Total liabilities 2,665 922

Equity 23 21

Cash flows ($m)

Operating activities (net) (1,675) (835)

Investing activities 10 (34)

Financing activities 1,689 887

Net cash flow 24 18

Performance against SOi

Financial 2013 Target 
Net profit ($m) 2.6 1.2 

Total overheads ($m) 3.0 3.2 

Lending to participating 
councils ($m)

2,481 900 

Non-financial

Average cost of funds 
relative to NZ Government 
Stock

0.8% <0.5% 

Average base on-lending 
margin above LGFA’s 
cost of funds

0.26% <0.4% 

Number of shareholding 
councils

30 >30 

Number of eligible 
borrowers

39 >40 

Participating councils 
No.

■ Participating Councils per Tender  – Total Participating 

Councils 
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ChAir » Judy Kirk

BOArd » richard Janes, Tony 

Mossman, Miranda Burdon, 

richard holden 

ChiEF ExECuTivE »  

Wayne Pickup

Activities

NZ Lotteries is a Crown entity 

operating under the Gambling Act 

2003. NZ Lotteries operates a retail 

network of more than 1,000 Lotto 

outlets. Alongside its flagship game 

Lotto,  NZ Lotteries’ other products 

include Lotto Powerball, Lotto Strike, 

Big Wednesday, Bullseye, Instant Kiwi 

and Keno. All profits are transferred to 

the Lottery Grants Board. 

www.mylotto.co.nz

Achievements

NZ Lotteries transferred a record profit 

of $201.8 million to the Lottery Grants 

Board.

A record sales result of $946.8 million 

(GST inclusive) was achieved by NZ 

Lotteries during 2012/13. This increase 

was driven in part by increased Big 

Wednesday sales.

Launch of email results service that 

is sent out to approximately 60,000 

customers via MyLotto.

New Zealand Lotteries Commission 
Autonomous Crown Entity

Performance

NZ Lotteries’ sales result of $946.8 million was 

up 1% on 2011/12 on a like for like basis. (In 

2011/12 there were 53 Saturdays instead of 

the usual 52.)

During the 2012/13 year, NZ Lotteries  

re-evaluated the marketing campaign for its 

Big Wednesday game. This, combined with 

the impact of extended jackpot runs, led to an 

increase of sales of 57% when compared to 

the previous year. 

The majority of NZ Lotteries’ sales come from 

its Lotto “family” of products which comprises 

Lotto, Powerball and Strike. These account 

for around 60% of total revenue. The Lotto 

family sales amounted to $563 million which 

was down 9.8% on 2011/12. There were 

fewer lengthy jackpot runs during 2012/13 

compared to 2011/12, which are a key driver 

of sales.

NZ Lotteries’ sales from its online sales 

channel, MyLotto, grew to $58.7 million, a 

1.5% increase compared to the previous year. 

NZ Lotteries attributes this improvement to its 

focus on increasing online sales, including a 

re-launch of the MyLotto site in July 2012.

Operating expenses for the year increased by 

3%. The company incurred extra costs relating 

to the closure of its Wellington office, software 

development expenses for MyLotto and the 

relocation of television draws to Auckland. 

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  891  904  861 

EBITDAF  195  201  188 

NPAT  202  190  185 

Balance sheet ($m)

Total assets  154  173  156 

Total liabilities  125  145  122 

Net assets 28 28 34

Cash flows ($m)

Operating activities (net)  202  196  192 

Purchase of fixed assets  8  5  4 

Dividends paid  218  183  186 

Net cash flow  (8)  (47) (9)

Performance against SOi

Financial 2013 Target 
Sales ($m) 946.8 925.0 

Operating expenses ($m) 61.7 58.1 

Net profit ($m) 201.8 183.9 

Paid to Lottery Grants 
Board ($m)

201.8 183.9 

Non-financial

# primary mode of 
gambling citings by new 
problem gamblers

369 <300 

Citations per 10,000 
players 

1.5 <1.5 

Lotteries revenue and distribution
$m $m

■ Revenue (LHS)  – NPAT* (RHS)

* 100% of NPAT is distributed to the Lotteries Grants Board.
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ChAir » John Spencer

BOArd » rose Anne MacLeod, 
Sharon Shea 

Activities

New Zealand Railways Corporation’s 

(NZRC) role is to make available 

railway land to KiwiRail Holdings 

Limited (KiwiRail) in accordance with 

its powers under the New Zealand 

Railways Corporation Act 1981. 

2012/13 was the first year of 

this arrangement following the 

restructure of the Crown’s investment 

in rail operations in 2011/12, which 

transferred the KiwiRail business 

into a new corporate group (refer 

“KiwiRail Holdings Limited” in the 

Commercial Priority section), leaving 

the NZRC holding railway land but 

no railway infrastructure assets. 

NZRC leases the railway land to 

KiwiRail for a long-term nominal 

consideration, to enable KiwiRail 

to obtain the commercial benefit of 

the land and to support the Crown’s 

investment in rail operations as a 

whole. 

www.kiwirail.co.nz

New Zealand Railways Corporation
State-owned Enterprise

Performance

As set out in its SCI, NZRC is not expected 

to derive any return from the land and is not 

expected to operate a rail business. 

To minimise costs and avoid duplication of 

work with KiwiRail, NZRC has entered into a 

Management Agreement under which KiwiRail 

provides corporate and administrative services 

to NZRC for a nominal charge. When NZRC 

sells land and the sale proceeds of land 

surrendered from the lease are provided to 

KiwiRail, NZRC may make an accounting loss. 

Because of NZRC’s limited operational 

role there is very little activity in its financial 

statements. Other than the value of the land 

that is held on its balance sheet, the only 

activity of note in its profit and loss statement 

is the depreciation charge on the Wellington 

station building. As a result of this limited 

role, NZRC has no targets (either financial or 

non-financial) for which its performance can 

meaningfully be judged by comparing against 

actual results. 

The historic financial measurements of NZRC 

prior to the restructure have been included 

within KiwiRail’s analysis in the Commercial 

Priority section. Whilst these should technically 

be included within the analysis of NZRC 

as the historical entity, they have been 

included under KiwiRail as the entity with the 

ongoing responsibility for operating a rail 

business in order to provide better context for 

comparability.

Financial statements

Income statement ($m) 2013
Revenue 0

EBITDAF -

NPAT (1)

Balance sheet ($m)

Total assets 3,273

Total liabilities 0

Net assets 3,273

Cash flows ($m)

Operating activities (net) 0

Purchase of fixed assets -

Dividends paid -

Net cash flow 0

Performance against SCi

As set out in its SCI, NZRC is not expected 

to derive any return from the land and is not 

expected to operate a rail business. 
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ChAir » Murray Gribben

BOArd » Anne Blackburn,  
roger Bridge, richard hughes, 
Calvin Smith

GENErAL MANAGEr » 
Franceska Banga

Activities

NZVIF is a Crown Entity Company 

responsible for accelerating the 

development of the New Zealand 

venture capital market. It achieves 

this by jointly investing with private 

participants into both venture capital 

funds and directly into seed or start-

up businesses. 

www.nzvif.co.nz

Achievements

Since its establishment NZVIF has 

made investment commitments of over 

$150 million to nine venture capital 

fund managers and 14 angel group 

partnerships.

A total of $4.5 million was drawn from 

the Crown for investment by NZVIF in 

2012/13. This brings the total amount 

drawn for investment to $108 million 

across 146 companies. 

In June 2013 NZVIF committed 

$19 million to the Pioneer Capital 

Partners II fund. 

New Zealand Venture Investment Fund Limited 
Crown Entity Company

Performance

NZVIF’s capital base and its market 

development mandate give it a high profile 

within the New Zealand venture capital market. 

NZVIF was instrumental in establishing the 

Angel Association, and works closely with the 

NZ Venture Capital Association. As the venture 

capital market develops further we expect 

NZVIF to gradually lower its profile.

NZVIF manages two funds, the $160 million 

Venture Investment Fund (which also has a 

Crown capital underwrite of $100 million) and 

the $40 million Seed Co-Investment Fund. 

The structure of the Venture Investment Fund 

helps to incentivise private sector participation 

by providing the option for its private sector 

partners to capture a larger share of the 

potential upside of their investment through a 

mid-term buyout option. To date, this option has 

not been exercised fully by any investor in any 

of the NZVIF funds. (Pioneer partially exercised 

the buyout option last year for 16% of NZVIF’s 

holding, reducing it to 30% of the PCP fund.)

NZVIF has entered the phase of requiring 

winding up some of its early funds (each fund 

has an expected life of approximately 10 years). 

There is a risk that these funds will be liquidated 

at significant losses, and some have applied for 

extensions to allow for an orderly wind up. Later 

funds are expected to have performed better.

The net asset value of NZVIF funds has 

increased to $0.99 from $0.89 last year, mainly 

as a result of the rapid increase in the price 

of the Xero shares held in the Valar Ventures 

Fund backed by NZVIF. Adjusting for the near 

certainty of Valar exercising its buyout option 

the net asset value of NZVIF is $0.87 – a 

decrease from last year.

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  2  3  2 

EBITDAF  (2)  (2)  (2)

NPAT  (2)  1  (0)

Balance sheet ($m)

Total assets  95  92  81 

Total liabilities  0  0  0 

Net assets 95 92 80 

Cash flows ($m)

Operating activities (net)  (2)  (2)  (2)

Purchase of fixed assets  0  0  0 

Dividends paid  -  -  - 

Net cash flow  (4)  2 0

Performance against SOi
Operating results 2013 Target 
NZVIF financial performance 
($m)

2.4 2.4 

NZVIF expenses ($m) 2.2 2.7 

Net surplus ($m) 0.1 (0.3) 

Investment results

Capital received from Crown 
(cumulative) ($m)

108.2 117.3 n/a

Value of NZVIF investments 
$m

94.6 96.4 

Net asset value ($ per share) 0.87 0.83 

Performance since inception  
(IRR p.a.)(%)

(3.89) (2.89) 

Distributions received from 
realisations $m

2.6 6.37 

Other selected SOI  
performance measures

Number of NZVIF VC funds 9 10 ~

Number of NZVIF Angel 
partners

14 15 ~

Number of companies 
invested in

146 148 ~

Exports as % of revenue 
from NZVIF companies

79% >80% ~

Number of companies with 
revenues >$10m

8 7 

Crown investment and value
$m

– Invested  – Value

Investment by sector

■ Software  ■ Biotechnology  ■ Technology   

■ Consumer durables  ■ Capital goods  ■ Healthcare 

■ Telecomms  ■ Food and beverage  ■ Materials  ■ Media   

■ Commercial  ■ Automobile  ■ Consumer Services   

■ Household  ■ Semiconductor  ■ Utilities
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ChAir » richard Griffin 

BOArd » Josh Easby, rt 

hon Paul East QC, Sheena 

henderson, Gary Monk, Jane 

Taylor, Tiwana Tibble

ChiEF ExECuTivE »  

Paul Thompson

Activities

Radio NZ as a Crown entity 

company with public funding, has 

a mandate to operate in the broad 

public interest in accordance with 

the Radio NZ Charter. Radio NZ 

has four outputs delivering charter 

services: Radio NZ National, Radio 

NZ Concert, Radio NZ International 

and Radio NZ Sound Archives (Nga 

Korero).

www.radionz.co.nz

Achievements

A redesigned Radio NZ website was 

launched on 26 May 2013. The new 

design places a greater emphasis on 

programme content. Traffic numbers 

have been higher than those pre-

launch.

For the 40-week period up to the end 

of April 2013, both Radio NZ’s average 

weekly audience and its audience 

share increased. Radio NZ National 

is the No 1 station in New Zealand for 

both audience share and audience size 

on every individual day of the week.

Radio New Zealand Limited
Crown Entity Company

Performance

Radio NZ receives the majority of its revenue 

from government funding, which has been 

fixed since 2009. Radio NZ has attempted 

to grow revenue through other sources and 

stringent management of operating costs. 

In 2012/13 it returned a net profit after tax of 

$50,000.

The Radio NZ Board and management’s focus 

on managing operating costs is evidenced 

by the purchase of the source code for the 

company’s digital production system CoStar. 

Radio NZ needed to replace its primary 

audio digital production system, after its 

manufacturers had gone out of business and 

upgrades were no longer being developed. 

Radio NZ purchased the source code for the 

system saving the company from significant 

capital outlay on an entirely new system. 

Radio NZ now has the opportunity to on-

sell upgrades and modifications to other 

organisations that use the system.

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  38  39  38 

EBITDAF  2  4  3 

NPAT  0  0  (0)

Balance sheet ($m)

Total assets  60  60  61 

Total liabilities  11  11  10 

Net assets 49 49 50

Cash flows ($m)

Operating activities (net)  2  4  3 

Purchase of fixed assets  2  2  2 

Dividends paid  -  -  - 

Net cash flow  1  2 1

Performance against plan

Financial 2013 Target 
Revenue ($m) 38.7 39.8 

Net profit after tax ($000) 50 100 ~

Operating cash flow – 
movement  ($m)

2.4 2.4 

Non-financial

Total hours of NZ content 8,091 7,800 

% of NZ Music on rotate 34.6 33.3 

RNZ Concert % of music 
performance 

16.9 14.0 

Listeners and website users
Radio listeners (000s) Website visits (million)

– Radio NZ National (cumulative)  – Radio NZ Concert 

(cumulative)  – Radionz.co.nz Website Users
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ChAir » John raine

BOArd » George Benwell,  
Susie Johnstone, Jim donovan, 
Phil Norman

ChiEF ExECuTivE »  
Steve Cotter

Activities

Research and Education Advanced 

Network New Zealand Limited 

(REANNZ) operates an advanced 

research and education network 

connecting nearly 180 member 

institutions to over 100 research and 

commercial networks worldwide. 

Its main sources of revenue are 

the universities and CRIs which it 

connects via its network.  

www.reannz.co.nz

Achievements

 � Signed a shared optical network 

infrastructure agreement with FX 

Networks to increase the capacity 

and operational flexibility of the 

advanced network and to reduce 

costs.

 � Worked with members to help 

remove the bottlenecks in their 

internal networks, leading to an 

increase in performance and data 

transfer speeds. For example, by 

working with Otago University and 

New Zealand Geonomics Limited, 

transfer speeds were increased by a 

factor of 20. 

 � Provided members with settlement 

free peering, with savings of at least 

$184,000.

 � Expanded the seamless eduroam 

wi-fi hotspot service to more 

educational campuses. 

REANNZ Limited 
PFA Schedule 4A Company

Performance

REANNZ largely met its financial and operating 

targets in the 2012/13 year. Performance 

highlights included:

 � REANNZ consistently met its quality targets 

within the SOI with network availability 

above 99.87% on all measures.

 � Traffic flows have far exceeded those 

anticipated. Total traffic was 38% above 

target and peak traffic flow 43% greater.

 � Enhanced collaboration using the Advanced 

Network is witnessed by the 22,000 video-

conferences undertaken.

 � REANNZ’s deficit was $745,000.

 � Net cash flow from operating activities was 

$2.16 million, and cash (including term 

deposits) increased by $3.9 million. 

These results will enable REANNZ to upgrade 

its network through its partnership with 

FX Networks and to meet the demands of 

members for the next five to eight years. 

REANNZ is currently negotiating with 

Australia’s advanced network to secure 

additional international bandwidth on the 

Southern Cross cable.

REANNZ aims to be sustainable in the long 

term and be able to sustain network upgrades 

from existing reserves. Up to $4 million 

in grant support from Vote Science and 

Innovation will be available from 2013/14. 

At balance date REANNZ had net assets of 

$23 million. 

Financial statements

Income statement ($m) 2013 2012 5y ave
Revenue  10  8  10 

EBITDAF  5  3  3 

NPAT  (1)  (2)  (2)

Balance sheet ($m)

Total assets  40  32  29 

Total liabilities 17 8 8

Net assets 23 24 21

Cash flows ($m)

Operating activities (net)  2  5  0 

Purchase of fixed assets  1  0  1 

Dividends paid  -  -  - 

Net cash flow  13  (3) 2

Performance against SOi

Financial 2013 Target
Members renew service 
agreements

Core 
107%

Core 
100%



Others 
142%

Others 
90%



Non-financial 

Members consider network 
essential or valuable for 
carrying out their work

76% 75% 

Traffic volume through 
national network

75.91 
PB

55.04 
PB



Traffic through international 
network

1.29 
PB

0.96 
PB



National network availability* 
(%)

99.96 99.90 

* 12 month rolling average

The REANNZ Network
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ChAir » ross Butler

BOArd » Anne urlwin, Bevan 

Killick, david Whyte, Jenn 

Bestwick, Susan Thodey

ChiEF ExECuTivE » Peter rose

Activities

As a result of the financial impact of 

the Canterbury earthquakes, AMI 

requested Crown support. This was 

subsequently granted in the form of 

a $500 million Crown Support Deed. 

On 5 April 2012 AMI sold its non-

earthquake-related business to IAG. 

The Crown assumed control of the 

residual company under the Crown 

Support Deed and the business 

was renamed Southern Response 

Earthquake Services Limited.

Southern Response is charged with 

managing and settling insurance 

claims by AMI policy holders primarily 

for Canterbury earthquake damage 

that occurred up until 5 April 2012, 

recovering reinsurance proceeds and 

managing the remaining investments 

of the company. 

www.southernresponse.co.nz

Achievements

By the end of June 2013, Southern 

Response had:

 � completed assessments for 99% of 

all notified over cap* claims

 � made offers of settlement to 93% of 

customers with notified claims

 � received settlement election 

decisions from 90% of customers 

who have received an offer

 � fully settled 35% of all over cap claims

 � introduced a volume group builder 

panel for the majority of rebuilds; the 

panel represents approximately 70% 

of the tier one building capacity in 

Canterbury, and

 �  initiated a volume group builder 

panel for the majority of repairs, with 

17 repair contractors successfully 

completing a screening process, 

including financial viability, and 

others expected to follow.

* Claims over the EQC cap of $100,000. 

Southern Response Earthquake Services  
Limited PFA Schedule 4A Company

Performance

Southern Response largely met all its key 

performance indicator targets as set out in 

its SOI with the exception of the construction 

targets. Construction targets are behind 

forecast mainly because of unanticipated 

complexities in geotechnical and foundation 

reports and agreeing EQC contributions.

During the year, the Crown subscribed for an 

additional $500 million of uncalled capital. 

This facility will only be used if the company 

exhausts its reinsurance, investments and 

$500 million provided under the Crown 

Support Deed. 

Financial statements

Income statement ($m) 2013 2012
Revenue  26  4 

EBITDAF  52  (240)

NPAT  52  (164)

Balance sheet ($m)

Total assets  1,758  2,025 

Total liabilities  1,753  2,073 

Net assets 5 (47)

Cash flows ($m)

Operating activities (net)  168  (88)

Purchase of fixed assets  1  0 

Dividends paid  -  - 

Net cash flow  93  (14)

Performance against SOi

Non-financial 2013 Target 
Settlement offers 91% 95% 

Customer decisions made 90% 70% 

Construction starts 38 83/mth 

Status of properties over the past 24 months

Number of properties

■ Scheduled for inspection  ■ Assessment completed  ■ Awaiting customer decision  ■ Customers elected to buy   

■ Customers with Southern Response  ■ Construction design/documentation  ■ Under construction  ■ Construction completed 
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ChAir » Martin udale

BOArd » Brian donnelly,  
Anne Candy, Eru Lyndon,  
Susan Macken, Soana Pamaka, 
John Sax

ChiEF ExECuTivE »  
debra Lawson

Activities

T maki Redevelopment Company 

Limited (TRC) is a joint venture 

between Government and Auckland 

Council to lead a programme of 

regeneration initiatives in the  

T maki area. The company has 

been established to prepare an 

overarching strategic framework 

for the T maki Transformation 

Programmes with supporting 

business case, and identify and 

support catalyst projects. If Crown 

and Council approve these, 

the company will undertake the 

Transformation Programme in 

accordance with the Strategic 

Framework.

The Crown is a 59% shareholder, 

with Auckland Council holding the 

other 41%. 

www.tamakitrc.co.nz

Achievements

TRC achieved its key deliverable 

of delivering a strategic framework 

and supporting business case within 

stipulated timeframes. In particular, 

TRC:

 � consulted on the Unitary Plan

 � engaged with the community 

 � delivered a draft strategic framework 

by June 2013

 � delivered a final strategic framework 

and supporting business case to 

shareholders by July 2013, and

 � has identified and supported six 

“catalyst projects” to maintain 

momentum in the overall 

programme:

 � Manaiakalani Education Trust 

Drivers Licence Programme

 � T maki Learning Champions 

(Early Child Education 

Coordination Group)

Tamaki Redevelopment Company Limited 
PFA Schedule 4A Company (59% Crown, 41% Auckland Council)

 � Community Safety/Crime Reduction 

 � Financial Literacy (supporting local non-

government organisations)

 � T maki Youth Employment Programme, 

based on a CadetMax model, (Skills 

and Training initiative in partnership with 

Ngati Whatua o Orakei and Auckland 

Chamber of Commerce), and

 � Cultural Mapping (joint project with local 

iwi to identify cultural sites and improve 

knowledge of local history.

Performance

Given its embryonic status, and focus 

on delivering a strategic framework and 

a supporting business case, there is no 

meaningful operational performance to report. 

It is noted that the strategic framework and a 

supporting business case were delivered on 

time and within budget.

Development of a business case continues 

and a full business case will be submitted to 

shareholders by May 2014. The extent to which 

the full business case delivers on shareholders’ 

expectations will be the critical indicator as to 

whether TRC has been successful in its start-up 

years.

Financial statements

Income statement ($m) 2013
Revenue 0 

EBITDAF (3)

NPAT (3)

Balance sheet ($m)

Total assets 6

Total liabilities 1

Net assets 5

Cash flows ($m)

Operating activities (net) (3)

Purchase of fixed assets 1

Dividends paid -

Net cash flow 5

Location of redevelopment
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Annexes
Abbreviations 

APR – Annual Portfolio Report 

ASX – Australian Stock Exchange

CFI – Crown financial institution

COMU – Crown Ownership Monitoring Unit

CRI – Crown research institute

DCF – Discounted Cash Flow

DHB – District Health Board

EBIT – Earnings before interest and taxation 

EBITDAF – Earnings before interest, tax, depreciation, amortisation and fair-value 

adjustments

FUM – Funds under management

GDP – Gross domestic product

GWAP – Generation weighted average price

GWh – Gigawatt hour

HVDC – High Voltage Direct Current

IFRS – International Financial Reporting Standards

IPO – Initial Public Offering

LGA – Local Government Act 2002

LWAP – Load weighted average price

MWh – Megawatt hour

NPAT – Net profit after tax 

NZD – New Zealand dollar

NZGS – New Zealand Government Stock Index

NZX – New Zealand Stock Exchange 

OCL – Outstanding claims liability 

OECD – Organisation for Economic Co-operation and Development

RBNZ – Reserve Bank of New Zealand

ROCE – Return on capital employed (see Financial definitions) 

ROE – Return on equity (see Financial definitions)

SCI – Statement of Corporate Intent

SOE – State-owned enterprise

SOI – Statement of Intent 

TSR – Total shareholder return (see Financial definitions)

UFB – Ultra-Fast Broadband 

WACC – Weighted Average Cost of Capital
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Entity Abbreviations
ACC – Accident Compensation Corporation

ACP – Animal Control Products Limited

CAML – Crown Asset Management Limited

CIAL – Christchurch International Airport Limited

CFH – Crown Fibre Holdings Limited

DIAL – Dunedin International Airport Limited

EQC – Earthquake Commission 

ESR – Institute of Environmental Science and Research

GSF – Government Superannuation Fund

HBAL – Hawke’s Bay Airport Limited

HBL – Health Benefits Limited

HNZC – Housing New Zealand Corporation

IAL – Invercargill Airport Limited

IRL – Industrial Research Limited

LGFA – (New Zealand) Local Government Funding Agency Limited

MBIE – Ministry of Business, Innovation and Employment

MRP – Mighty River Power Limited

MSI – Ministry of Science and Innovation

NIWA – National Institute of Water and Atmospheric Research

NPF – National Provident Fund

NZ Lotteries – New Zealand Lotteries Commission

NZ Post – New Zealand Post Limited

NZSF – New Zealand Superannuation Fund

NZVIF – New Zealand Venture Investment Fund

QV – Quotable Value Limited

REANNZ – Research and Education Advanced Network New Zealand Limited

TRC – T maki Redevelopment Company Limited

TVNZ – Television New Zealand Limited
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Summary Financial Tables
Table 12 – Financial statements across ALL entities

All figures in $m

Financial position Financial performance Cash flows

Total assets
Total 

liabilities

Interest 
bearing 

debt Total equity
Total 

revenue EBITDAF NPAT

Net cash 
flows from 
operating 
activities

Purchase of 
fixed assets

Dividends 
paid

Net 
increase/ 
decrease  

in cash

Listed entities

Air NZ* 4,088.3 2,765.4 1,186.7 1,323.0 3,364.2 549.3 132.6 546.4 278.3 52.5 89.6

Meridian 7,737.4 3,049.4 1,186.9 4,688.0 2,711.2 584.8 295.1 416.7 250.6 99.8 168.3

Mighty River Power* 3,003.1 1,356.3 547.5 1,646.9 715.5 202.1 59.4 148.0 104.1 112.2 (14.6)

14,828.9 7,171.1 2,921.1 7,657.8 6,790.9 1,336.2 487.1 1,111.0 632.9 264.5 243.4

Commercial priority

Airways 148.6 80.9 30.0 67.7 183.2 49.3 21.8 23.3 23.7 2.0 1.0

Animal Control Products 6.5 1.0 0.0 5.5 4.1 0.7 0.4 1.1 0.2 0.5 0.3

AsureQuality 75.0 37.7 11.7 37.3 160.0 19.4 10.1 14.6 3.5 7.4 0.2

FairWay Resolution 5.9 2.1 0.0 3.8 15.2 1.3 0.6 1.0 0.8 0.0 0.2

Genesis 3,751.2 1,801.5 1,024.9 1,949.7 2,070.2 336.4 104.5 227.1 161.9 57.0 (2.2)

KiwiRail 1,009.6 422.1 212.8 587.5 726.8 105.5 (174.6) 75.3 478.2 0.0 28.7

Kordia 215.1 121.7 56.9 93.4 309.0 50.0 3.7 1.1 23.1 2.0 (0.8)

Landcorp 1,694.2 376.9 228.4 1,317.3 185.8 20.0 (18.0) 13.4 45.2 20.0 (1.3)

Learning Media 3.1 7.6 0.0 (4.5) 19.1 (7.7) (9.1) (1.5) 0.2 0.0 (2.4)

MetService 39.8 22.9 15.0 16.9 42.3 10.5 2.7 7.9 3.8 0.5 1.7

NZ Post 16,139.6 15,050.5 13,095.5 1,089.1 1,687.8 190.7 121.0 340.2 18.2 13.8 142.8

Kiwibank 15,647.2 14,468.9 12,831.8 1,178.2 495.2 177.1 100.6 (506.3) 3.5 8.8 104.5

Public Trust 637.3 599.7 577.7 37.6 58.4 (1.3) 7.8 (3.7) 2.7 0.0 17.4

Quotable Value 26.2 9.0 1.1 17.2 40.9 0.4 0.1 1.9 1.4 6.0 (3.6)

Solid Energy 858.4 766.9 409.5 91.5 633.4 13.3 (335.4) (49.8) 54.7 0.0 11.7

Transpower 5,443.3 4,033.1 2,845.5 1,410.2 912.1 616.8 263.7 353.4 722.0 362.7 (1.4)

TVNZ 217.4 59.3 0.0 158.1 361.0 42.2 14.5 17.5 6.0 11.3 1.0

Airports

Christchurch Airport* 271.5 104.4 75.3 167.1 29.6 16.4 4.6 10.8 12.6 2.2 0.0

Dunedin Airport* 39.4 17.2 9.0 22.2 6.2 3.7 1.2 2.1 2.9 0.3 (0.9)

Hawke’s Bay Airport* 11.8 3.5 1.5 8.3 1.8 1.1 0.6 1.9 3.8 0.2 (0.5)

322.7 125.1 85.8 197.6 37.6 21.1 6.4 14.8 19.3 2.7 (1.3)

30,593.9 23,517.9 18,594.7 7,076.0 7,447.2 1,468.8 20.0 1,037.5 1,564.9 485.9 192.2

Multiple objective

CRIs

AgResearch 259.8 46.6 0.0 213.2 159.7 16.2 5.7 4.2 6.1 0.0 0.8

ESR 56.8 17.7 0.2 39.1 62.1 7.4 1.3 5.3 6.8 0.0 (5.1)

GNS 49.7 22.0 0.0 27.7 72.0 6.4 1.1 5.9 5.9 0.6 (0.5)

Landcare Research 45.4 17.6 2.0 27.8 54.8 4.8 0.6 2.6 5.4 0.0 (0.8)

NIWA 135.7 35.2 0.0 100.4 120.6 14.7 4.6 20.2 11.0 0.0 1.5

Plant and Food Research 98.7 26.9 0.3 71.8 119.1 10.3 2.2 9.4 6.9 0.0 3.5

Scion 41.5 12.3 0.0 29.2 45.4 5.6 1.7 3.9 4.0 0.0 (0.3)

687.6 178.3 2.5 509.3 633.6 65.4 17.2 51.5 46.1 0.6 (1.0)

Other

ACC 28,618.4 30,871.6 0.0 (2,253.2) 6,745.5 4,980.7 4,929.2 2,618.8 3.2 0.0 165.9

HNZC 17,244.0 3,918.0 1,858.0 13,326.0 1,122.0 468.0 120.0 574.0 183.0 77.0 11.0

Crown Asset Management 120.7 4.0 0.0 116.8 42.7 31.8 76.6 10.0 0.2 0.0 7.0

CFH 154.2 0.7 0.0 153.5 0.0 (7.2) (119.7) (4.3) 0.1 0.0 (14.8)

HBL 582.3 544.1 522.1 38.2 9.7 (0.1) 0.1 398.6 17.8 0.0 94.7

NZLGFA* 537.6 533.0 532.9 4.7 14.7 14.3 0.5 (335.1) 0.0 0.0 4.7

Network for Learning 2.3 0.4 0.0 1.9 0.0 (3.7) (3.6) (3.2) 0.3 0.0 2.0

NZ Lotteries 153.9 125.4 0.0 28.5 890.9 195.2 201.8 202.2 7.9 217.7 (8.0)

NZRC 3,273.5 0.0 0.0 3,273.5 0.0 0.0 (0.7) 0.0 0.0 0.0 0.0

NZVIF 94.8 0.4 0.0 94.4 2.3 (2.1) (2.2) (1.8) 0.1 0.0 (4.1)

REANNZ 40.2 17.1 0.0 23.2 10.4 4.6 (0.7) 2.2 0.6 0.0 13.1

Radio NZ 60.3 10.9 0.0 49.4 38.3 2.3 0.1 2.4 1.5 0.0 0.9

Southern Response 1,758.3 1,753.3 0.0 5.1 26.3 52.4 52.3 167.9 1.2 0.0 93.5

TRC* 3.6 0.5 0.0 3.0 0.1 (1.9) (2.0) (1.5) 0.4 0.0 3.1

53,331.8 37,957.7 2,915.5 15,374.1 9,536.4 5,799.8 5,268.8 3,681.7 262.2 295.3 368.1

All monitored entities  
(not CFis)

98,754.6 68,646.7 24,431.3 30,107.9 23,774.5 8,604.7 5,776.0 5,830.3 2,460.0 1,045.6 803.7

* Based on Crown’s ownership share.
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Table 13 – Shareholder return: Listed and commercial priority entities

All figures in $m

30 June 2013
Estimate of 

comm value

Financial year to 30 June 2013

30 June 2012
Estimate of 

comm value

Financial year to 30 June 2012

Net cash 
flows from 
operating 
activities ROE

Dividend 
yield TSR

Net 
gearing

Net cash 
flows from 
operating 
activities ROE

Dividend 
yield TSR*

Net 
gearing

Listed entities

Air NZ 1,194.2 546.4 10.4% 5.6% 80.5% 13.9% 690.6 344.6 4.4% 3.9%  (20.2%) 19.6%

Meridian na 416.7 6.2% 1.5% na 13.7% 6,579.0 322.2 1.5% 2.2% 3.4% 24.5%

Mighty River Power 1,603.8 148.0 2.5% 3.2% na 24.7% 3,909.0 277.0 2.3% 3.2% 8.3% 27.2%

Total listed entities na 1,111.0 5.8% 2.6% na 16.0% 11,178.6 943.8 2.2% 2.6% 3.1% 24.5%

Commercial priority

Airways 134.8 23.3 38.0% 1.5% 6.4% 23.7% 128.6 23.9 20.4% 4.1% 13.6% 28.7%

Animal Control Products 4.0 1.1 7.1% 10.3%  (21.3%) 0.0% 5.7 1.0 22.2% 23.6% 15.2% 0.0%

AsureQuality 116.3 14.6 28.1% 7.2% 38.5% 21.2% 89.3 9.8 21.2% 7.7% 1.7% 24.0%

FairWay Resolution 3.8 1.0 16.5% 0.0% 18.0% 0.0% 3.2 1.9 34.6% 24.7% na 0.0%

Genesis 2,050.0 227.1 5.6% 2.8% 2.8% 33.7% 2,050.0 281.0 4.9% 0.0%  (3.3%) 35.1%

KiwiRail (574.0) 75.3  (8.6%) 0.0% nm 18.5% (715.0) 41.5  (28.6%) 0.0% 99.4% 12.6%

Kordia 132.2 1.1 4.0% 1.4%  (6.9%) 35.1% 144.1 44.0 14.0% 0.8% 29.6% 40.5%

Landcorp 1,435.1 13.4  (1.4%) 1.4% 0.4% 14.8% 1,450.0 51.1  (0.7%) 1.9% 5.5% 11.4%

Learning Media 9.9 (1.5) nm 0.0%  (15.4%) 0.0% 11.7 0.2  (16.3%) 3.4%  (26.2%) 0.0%

MetService 52.7 7.9 17.2% 1.0% 1.1% 41.9% 52.6 2.0 6.9% 1.2% 8.0% 53.7%

NZ Post 986.0 340.2 11.8% 1.4% 2.8% 88.0% 973.0 (144.9) 19.4% 1.2%  (3.9%) 84.5%

Kiwibank 1,050.0 (506.3) 10.5% 0.9% 20.6% 88.5% 878.0 (223.1) 11.7% 1.0% 4.0% 87.3%

Public Trust 10.6 (3.7) 23.4% 0.0%  (66.1%) 82.1% 31.3 2.4 28.0% 0.0%  (13.1%) 89.5%

Quotable Value 40.5 1.9 0.7% 15.1% 20.4% 0.0% 38.6 4.9 17.5% 0.0% 17.0% 0.0%

Solid Energy 91.5 (49.8) (130.3%) 0.0% (78.4%) 78.9% 0.0 142.2  (8.5%) 2.2%  (83.6%) 41.7%

Transpower 1,700.0 353.4 18.1% 21.3% 21.3% 66.8% 1,700.0 328.6 5.6% 6.7% 13.1% 61.3%

TVNZ 370.0 17.5 9.3% 3.2% 15.9% 0.0% 329.0 35.8 9.2% 4.4% 11.9% 2.8%

Airports

Christchurch Airport 227.0 10.8 2.9% 1.1% 20.0% 31.6% 191.0 11.5 3.2% 2.4% 12.2% 31.6%

Dunedin Airport 22.2 2.1 5.6% 1.5% 6.9% 27.0% 21.1 2.3 3.2% 1.1% 53.4% 27.0%

Hawke’s Bay Airport 9.8 1.9 6.9% 1.8% 25.9% 0.0% 8.0 0.7 5.3% 0.0% 5.4% 0.0%

259.0 14.8 3.3% 1.1% 19.0% 30.1% 220.0 14.4 3.3% 2.2% 14.9% 0.3

Commercial priority 6,822.4 1,037.5 0.2% 6.5%* 3.0%* 69.3% 6,935.5 839.8 (13.4%) 2.4%* (20.4%)** 55.0%

* Excludes KiwiRail

** TSR for 2013 Commercial Priority Portfolio (excluding KiwiRail). TSR for 2012 Commercial Priority Portfolio, excluding KiwiRail, was negative 8.2%.
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Table 14 – Key performance indicators: 2013 vs 2012

2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012

All figures in $m
Total 

revenue
Total 

revenue EBITDAF EBITDAF NPAT NPAT
Adjusted 

ROE
Adjusted 

ROE

Dividend 
for the 

financial 
year (not 

cash flow)

Dividend 
for the 

financial 
year (not 

cash flow) Total FTEs Total FTEs

Listed entities

Air New Zealand 3,364.2 3,272.6 549.3 419.0 132.6 51.8 10.7% 4.3% 64.8 43.8 10,336 10,453

Meridian 2,711.2 2,570.2 584.8 476.6 295.1 74.6 14.8% 2.6% 99.8 71.3 826 775

Mighty River Power 715.5 1,520.6 202.1 461.5 59.4 67.7 7.2% 15.4% 87.0 120.5 850 802

6,790.9 7,363.4 1,336.2 1,357.1 487.1 194.2 11.8% 6.2% 251.6 235.6 12,012 12,030

Commercial priority

Airways 183.2 164.2 49.3 29.9 21.8 9.3 37.1% 19.7% 0.0 5.0 755 730

Animal Control Products 4.1 6.3 0.7 1.9 0.4 1.3 10.0% 33.3% 0.5 1.4 13 12

AsureQuality 160.0 154.4 19.4 15.6 10.1 7.4 34.1% 27.5% 8.5 6.9 1,444 1,549

FairWay Resolution 15.2 15.2 1.3 1.2 0.6 0.6 16.5% 34.6% 0.0 0.0 79 87

Genesis 2,070.2 2,265.0 336.4 387.0 104.5 86.0 7.3% 9.2% 57.0 0.0 973 931

KiwiRail 726.8 888.1 105.5 249.9 (174.6) (2,305.1)  (45.0%)  (231.7%) 0.0 0.0 3,980 4,175

Kordia 309.0 398.5 50.0 59.0 3.7 12.1 3.9% 12.6% 2.0 2.0 965 1,112

Landcorp 185.8 210.5 20.0 47.4 (18.0) (9.4) 2.2% 9.6% 0.0 20.0 668 573

Learning Media 19.1 27.5 (7.7) (0.4) (9.1) (0.9) 203.1%  (17.0%) 0.0 0.5 120 133

MetService 42.3 42.2 10.5 7.8 2.7 1.0 17.2% 7.3% 0.0 0.6 240 253

NZ Post 1,687.8 1,309.4 190.7 207.7 121.0 169.7 12.4% 19.9% 13.8 12.7 8,543 8,326

Kiwibank 495.2 418.8 177.1 133.9 100.6 79.1 10.3% 10.8% 8.8 8.8 1,189 1,024

Public Trust 58.4 61.6 (1.3) (1.2) 7.8 7.1  (10.4%)  (10.6%) 0.0 0.0 394 421

Quotable Value 40.9 46.0 0.4 3.7 0.1 3.6 0.7% 16.9% 6.0 3.0 312 312

Solid Energy 633.4 980.7 13.3 192.2 (335.4) (40.2)  (129.4%)  (9.4%) 0.0 0.0 1,022 1,656

Transpower 912.1 785.4 616.8 495.2 263.7 84.8 18.4% 11.3% 295.0 315.0 750 747

TVNZ 361.0 381.8 42.2 53.6 14.5 14.2 9.0% 8.8% 0.0 11.3 873 950

Airports

Christchurch Airport 29.6 28.3 16.4 15.7 4.6 4.9 4.4% 5.2% 0.0 0.0 256 247

Dunedin Airport 6.2 5.2 3.7 3.2 1.2 0.6 10.8% 5.3% 0.3 0.2 23 23

Hawke’s Bay Airport 1.8 1.5 1.1 0.8 0.6 0.4 6.9% 5.4% 0.0 0.0 2 2

37.6 35.0 21.1 19.7 6.4 5.9 5.4% 5.1% 0.3 0.2 281 272

7,447.2 7,771.8 1,468.8 1,770.3 20.0 (1,952.7) 0.1%  (31.6%) 383.1 378.5 21,412 22,239
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2013 2012 2013 2012 2013 2012 2013 2012 2013 2012 2013 2012

All figures in $m
Total 

revenue
Total 

revenue EBITDAF EBITDAF NPAT NPAT
Adjusted 

ROE
Adjusted 

ROE

Dividend 
for the 

financial 
year (not 

cash flow)

Dividend 
for the 

financial 
year (not 

cash flow) Total FTEs Total FTEs

Multiple objective

CRIs

AgResearch 159.7 157.2 16.2 19.1 5.7 4.2 5.8% 4.4% 0.0 0.0 787 762

ESR 62.1 58.6 7.4 7.6 1.3 2.4 3.3% 6.8% 0.0 0.0 390 370

GNS 72.0 73.7 6.4 9.0 1.1 4.0 4.1% 16.3% 0.3 0.6 366 364

Landcare Research 54.8 61.1 4.8 6.4 0.6 1.3 2.1% 5.0% 0.0 1.1 347 356

NIWA 120.6 121.3 14.7 19.2 4.6 5.5 4.7% 6.0% 0.0 0.0 572 591

Plant and Food Research 119.1 121.4 10.3 10.2 2.2 1.3 3.2% 1.9% 0.0 0.0 788 799

Scion 45.4 43.8 5.6 4.9 1.7 1.6 5.4% 6.9% 0.0 0.0 298 306

633.6 636.9 65.4 76.4 17.2 20.4 4.4% 5.4% 0.3 1.6 3,548 3,548

Other

ACC 6,745.5 6,524.9 4,980.7 (424.1) 4,929.2 (473.8)  (184.4%) 7.1% 0.0 0.0 2,864 2,669

HNZC 1,122.0 1,082.0 468.0 510.0 120.0 158.0 3.4% 4.9% 73.0 64.0 1,023 986

CAML 42.7 0.7 31.8 (0.1) 76.6 0.1 42.9%  (0.4%) 0.0 0.0 16 1

CFH 0.0 0.0 (7.2) (7.9) (119.7) (31.7)  (92.6%)  (49.1%) 0.0 0.0 19 17

HBL 9.7 9.3 (0.1) 1.5 0.1 1.5 0.4% 117.9% 0.0 0.0 23 23

NZLGFA 14.7 0.0 14.3 0.0 0.5 0.0 22.5% na 0.0 0.0 4 0

Network for Learning 0.0 0.0 (3.7) 0.0 (3.6) 0.0  (385.7%) na 0.0 0.0 18 0

NZ Lotteries 890.9 903.8 195.2 201.1 201.8 190.4 722.5% 611.3% 0.0 0.0 125 121

NZRC 0.0 0.0 0.0 0.0 (0.7) 0.0  (1.0%) na 0.0 0.0 0 0

NZVIF 2.3 2.5 (2.1) (2.4) (2.2) 1.2  (1.4%)  (9.1%) 0.0 0.0 7 7

REANNZ 10.4 8.2 4.6 3.0 (0.7) (2.4)  (3.2%)  (12.9%) 0.0 0.0 14 13

Radio NZ 38.3 39.5 2.3 3.5 0.1 0.1 0.2% 0.5% 0.0 0.0 273 277

Southern Response 26.3 3.9 52.4 (239.8) 52.3 (163.5)  (236.4%) 691.9% 0.0 0.0 157 119

TRC 0.1 0.0 (1.9) 0.0 (2.0) 0.0  (129.1%) na 0.0 0.0 20 0

Other subtotal 8,902.8 8,576.9 5,734.3 46.0 5,251.6 (320.9) 393.9% 25.4% 73.0 64.0 4,563 4,215

All companies (excl CFis)* 23,774.5 24,349.0 8,604.7 3,249.8 5,776.0 (2,059.1) 55.7%  (22.7%) 707.9 679.7 41,535 42,032

Table 14 – Key performance indicators: 2013 vs 2012 (continued)
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Financial definitions
Term Definition 

Capital employed Interest-bearing debt plus share capital plus retained earnings. Equity 
should be adjusted for International Financial Reporting Standards (IFRS) 
fair-value movements but not adjusted for revaluations. 

Capital expenditure Payments for the purchase of property, plant and equipment items taken 
from the cash flow statement. 

Commercial value This is the board’s estimate of the current commercial value of the Crown’s 
investment in the Group as per the company’s SCI.

Depreciation expense Depreciation expense per the profit and loss account. 

Dividends paid Dividends paid to the shareholder during the financial year per the cash 
flow statement. 

EBIT Earnings before interest and taxation. 

EBITDAF Earnings before interest and taxation, depreciation and amortisation and 
fair-value adjustments. 

Equity Total shareholders’ equity taken from the balance sheet, adjusted for IFRS 
fair-value movements but not adjusted for revaluations. 

Fair-value adjustments Includes unrealised fair-value gains/losses on derivatives or all fair-value 
gains/losses on derivatives where the entity does not separately identify 
unrealised items. Also includes changes in the fair value of biological 
assets and investment properties. 

Interest paid Interest paid for the financial year on interest-bearing debt per the 
company’s cash flow statement. Interest paid is net of interest received but 
not net of capitalised interest. 

Net cash flow from 
operating activities 

Taken directly from the cash flow statement – this is cash flows from 
operating activities less cash flows to operating activities. Ensure that 
interest paid is included in operating activities. 

Net debt Interest-bearing debt such as loans, bonds and commercial paper plus 
interest-bearing finance leases less cash. 

NPAT Net profit after tax.

Retained earnings Profits retained in the business (ie, after dividends to the shareholder). 

Revaluation reserve When an asset is revalued to fair market value for accounting purposes the 
increase in the value of the asset is reflected in a revaluation reserve within 
equity. 

Revenue Revenue from the operations of the business. Interest revenue should be 
excluded. For the electricity generators, this should be net revenue.

ROCE Return on capital employed.

Share capital The amount of capital originally invested by the shareholder and any 
subsequent equity injections. 

Tax on fair-value 
adjustments 

This is the tax effect relating to the changes in the fair values of financial 
instruments.
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Measure Description Calculation 

Shareholder returns

Dividend payout* Proportion of an SOE’s net 
operating cash flows paid out as a 
dividend to the shareholder.

Dividends paid/Net cash flow from 
operating activities.

Dividend yield The cash returned to the 
shareholder as a proportion of the 
value of the company. 

Dividends paid/Average 
commercial value. Calculated 
on dividends from cash flow 
statement (ie, dividends paid 
during the year, not dividends 
declared for the year).

Return on equity How much profit a company 
generates with the funds the 
shareholder has invested in the 
company. 

NPAT/Average equity.

Return on equity adjusted 
for IFRS fair-value 
movements and asset 
revaluations

Return on equity after removing 
the impact of IFRS fair-
value movements and asset 
revaluations.

NPAT adjusted for IFRS fair-value 
movements (net of tax)/Average 
of share capital plus retained 
earnings. 

Total shareholder return 
(TSR)

Performance from an investor 
perspective – TSR measures the 
combined return from dividends 
and growth in the value of the 
company.

(Commercial valueend less 
Commercial valuebeg plus 
dividends paid less equity 
injected)/Commercial valuebeg.

Profitability/Efficiency

Operating margin The profitability of the company 
per dollar of revenue.

EBITDAF/Revenue.

Return on capital employed The efficiency and profitability of a 
company’s capital from both debt 
and equity sources.

EBIT adjusted for IFRS fair-value 
movements/Average capital 
employed.

Leverage/Solvency 

Gearing ratio (net) Measure of financial leverage. The 
ratio of debt (liabilities on which 
a company is required to pay 
interest) less cash, to debt plus 
equity. 

Net debt/Debt plus equity.

Interest cover The number of times that earnings 
can cover interest.

EBITDAF/Interest paid.

* This ratio calculation differs from previous years. Previously, dividend payout represented the proportion of cash flows paid in 
dividends after allowance was made for maintenance capital. Depreciation expense was used as a proxy for maintenance capital. 
This proved to be an unreliable estimate, distorting the measure.



The 2013 Annual Portfolio Report is a publication 
from the Crown Ownership Monitoring Unit, a part 
of the New Zealand Treasury.

The URL: http://www.comu.govt.nz/publications/
annual-portfolio-report

Persistent URL: http://purl.oclc.org/nzt/apr-1620
978-0-478-42105-7 (Print)
978-0-478-42104-0 (Online)

This publication contains information on the 
Crown’s commercial portfolio, and all reasonable 
measures have been taken to ensure the quality 
and accuracy of the information provided. However, 
the Crown Ownership Monitoring Unit, the Treasury 
and the New Zealand Government do not accept 
any liability for any loss or damage arising from the 
use of this publication.  Information contained in 
this publication is not business, tax or legal advice, 
and specific advice should be sought from qualified 
professionals before taking any action in reliance 
on this information.  Each page of this publication 
must be read in conjunction with this disclaimer.

Financial tables generally relate to the year to 
30 June 2013. Commentary, including board and 
executive composition, includes post balance date 
events to 30 November 2013. 

Acknowledgements
We acknowledge the assistance of the entities 
covered in this report for the provision of 
information and photographs. All photos are used 
with permission. Not to be reproduced without 
permission.  

Crown Copyright © 

This work is licensed under the Creative Commons Attribution 3.0 New Zealand licence. 
In essence, you are free to copy, distribute and adapt the work, as long as you attribute 
the work to the Crown and abide by the other licence terms.

To view a copy of this licence, visit http://creativecommons.org/licenses/by/3.0/nz/. Please note that no 
departmental or governmental emblem, logo or Coat of Arms may be used in any way which infringes 
any provision of the Flags, Emblems, and Names Protection Act 1981. Attribution to the Crown should be 
in written form and not by reproduction of any such emblem, logo or Coat of Arms.


	Contents
	Foreword
	The Crown’s Commercial and Financial Portfolio: Highlights
	Commercial Portfolio
	Corporate Governance
	Special Topic: Independent Commercial Valuation Reports
	Special Topic: Fit for Purpose Governance?
	Listed Companies
	Listed Company Portfolio Overview
	Air New Zealand Limited
	Meridian Energy Limited
	Mighty River Power Limited

	Commercial Priority Companies
	Commercial Priority Portfolio Overview
	Airways Corporation of New Zealand Limited
	Animal Control Products Limited
	AsureQuality Limited
	Corporatised Airports
	FairWay Resolution Limited
	Genesis Energy Limited
	KiwiRail Holdings Limited
	Kordia Group Limited
	Landcorp Farming Limited
	Learning Media Limited
	Meteorological Service of New Zealand Limited
	New Zealand Post Limited (Group)
	Kiwibank
	Public Trust
	Quotable Value Limited
	Solid Energy New Zealand Limited
	Television New Zealand Limited
	Transpower New Zealand Limited

	Crown Financial Institutions
	CFI Portfolio Overview
	Accident Compensation Corporation – Investments
	Government Superannuation Fund
	National Provident Fund
	New Zealand Superannuation Fund

	Multiple Objective Entities
	Multiple Objective Entity Overview
	Accident Compensation Corporation
	Crown Asset Management Limited
	Crown Fibre Holdings Limited
	Crown Research Institutes
	Health Benefits Limited
	Housing New Zealand Corporation
	Local Government Funding Agency Limited
	New Zealand Lotteries Commission
	New Zealand Railways Corporation
	New Zealand Venture Investment Fund Limited
	Radio New Zealand Limited
	REANNZ Limited
	Southern Response Earthquake Services Limited
	Tamaki Redevelopment Company Limited

	Annexes
	Abbreviations
	Entity Abbreviations
	Summary Financial Tables
	Financial Definitions




