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Key to sections of the Official Information Act 1982 under which information has been 
withheld. 
 
Certain information in this document has been withheld under one or more of the 
following sections of the Official Information Act, as applicable: 

[1] 9(2)(a) - to protect the privacy of natural persons, including deceased people 
 

[2] 9(2)(b)(ii) -  to protect the commercial position of the person who supplied the 
information, or who is the subject of the information 

 
[3] 9(2)(f)(iv) - to maintain the current constitutional conventions protecting the 

confidentiality of advice tendered by ministers and officials   
 

[4] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and 
frank expression of opinions 

 
[5] 9(2)(h) - to maintain professional legal privilege 

 
[6] 9(2)(i) - to enable the Crown to carry out commercial activities without 

disadvantage or prejudice, or 
 

[7] Information is out of scope or not relevant. 
 
Where information has been withheld, a numbered reference to the applicable section 
of the Official Information Act has been made, as listed above. For example, a [3] 
appearing where information has been withheld in a release document refers to section 
9(2)(f)(iv). 
 
In preparing this Information Release, the Treasury has considered the public interest 
considerations in section 9(1) of the Official Information Act. 
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Treasury Report: Estimated proceeds from the GSO programme: 
changes over time 

Executive Summary 

On 1 November we advised you that the Half-Year Economic and Fiscal Update (HYEFU) 
should assume gross proceeds from the Government Share Offers (GSO) programme of 
$4.8 billion, rounded to the nearest $200 million, i.e. the midpoint of a range of $4.6 billion to 
$5.0 billion (T2013/2733 refers). This estimate was set before the Air New Zealand 
transaction was completed. 
 
Your office asked us for some analysis of how the estimated proceeds from the GSO 
programme had changed since the original range of $5 billion to $7 billion was set in April 
2011, and the reasons for these changes. We provided an initial draft of our analysis to your 
office via email. This report formalises our analysis. 
 
Our conclusions are that: 
 
• excluding Solid Energy from the estimated proceeds from the GSO programme gives a 

revised range of $4.38 billion to $6.14 billion. We would probably have rounded this to 
the nearest billion and chosen a range of $4 billion to $6 billion. Our current estimate of 
GSO proceeds is within both of these ranges 

• the Mighty River Power (MRP) share offer generated actual proceeds that were within 
the range estimated for MRP in April 2011 

• the Meridian share offer generated actual proceeds that were below the range 
estimated in April 2011, but this reflects changes in circumstances since that point, 
including the “NZ Power” proposal, general market movements, and the impact of the 
new contract between Meridian and NZ Aluminium Smelters 

• all of these factors were outside the control of the Government, and all would have 
impacted on the value of the electricity companies (and therefore on the Crown as 
owner) regardless of the GSO programme 

• if the April 2011 estimate for Meridian is updated for these factors, actual proceeds 
from Meridian are within the adjusted range, although towards the lower end 

• the Air New Zealand transaction generated actual proceeds significantly above the 
range estimated in April 2011. This reflects the significant increase in Air New 
Zealand’s share price since April 2011 

• after the April 2011 estimate of proceeds is adjusted for changes in circumstances 
since then that were outside the Government’s control, then actual proceeds to date 
are around the middle of the (adjusted) ranges, as shown in the table below: 

 

April 2011, adjusted 
Low 
($b) 

High 
($b) 

Actual 
($b) 

MRP 1.35 1.87 1.686 

Meridian 1.64 2.65 1.883 

Air New Zealand 0.16 0.29 0.365 

Genesis 0.47 0.73 n/a 

Total 4.00 5.60 
3.934 + 
Genesis 
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Given securities legislation, Ministers should avoid speculating on what the proceeds from 
the Genesis share offer might be. The range in the table above for Genesis Energy should 
not be taken as our current estimate of proceeds from the Genesis share offer. 
 
The graph attached to the last page of this report shows the impacts of the various factors on 
the estimated proceeds from the GSO programme (based on adjusting the April 2011 
estimate) and for comparison our current estimate of proceeds. 

Recommended Action 

We recommend that you note the contents of this report 
 
 
 
 
 
Chris White 
Director, Government Share Offers Programme 
 
 
 
 

 

Hon Bill English 
Minister of Finance 
 
 
 
 
 
Hon Steven Joyce 
Associate Minister of Finance 
 
 
 
 
 
Hon Tony Ryall 
Minister for State Owned Enterprises 
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Treasury Report: Estimated proceeds from the GSO programme: 
changes over time 

April 2011 Estimate of GSO proceeds 

1. A Cabinet paper in April 2011 included the following table, which was also included in 
the Supplement to the 2010 Investment Statement of the Government of New Zealand. 

 

April 2011 Low ($b) High ($b) 
Estimated value for 

100% of company ($b) 

MRP 1.48 1.81 3.70 

Meridian 2.52 3.09 6.30 

Air New Zealand 0.17 0.28 1.20 

Genesis 0.64 0.78 1.60 

Solid Energy 0.68 0.83 1.70 

Total proceeds 5.49 6.80  

 
2. This table was a simplistic mechanical calculation of either 40% (in the low case) or 

49% (in the high case) times the estimated commercial values of the electricity 
companies and Solid Energy at that time, and the market value of Air New Zealand 
based on its share price of $1.11 as at 24 March 2011. 

 
3. The only judgement applied was the choices of 40% and 49%, which were intended to 

be a proxy for a number of uncertainties in the estimated proceeds, including investor 
valuations at the time of the share offers, equity market conditions and company 
performance. 

 
4. Given these factors, the Treasury’s advice at the time was that the “proceeds [from the 

GSO programme] are likely to be in the order of $5 billion to $7 billion”. While this was 
based on the figures in the table above, it also reflected high level judgements about 
the uncertainties involved in estimating proceeds from the GSO programme, 
particularly several years in advance of when the transactions were expected to occur.  

 
5. Therefore, it would not be accurate to simply take the figures in the table above (and in 

particular the “high” figures) and state that these were the “expected proceeds” or 
“Treasury’s forecasts” of proceeds from the share offers. 

 
6. The $5 billion to $7 billion range included an implicit margin for the uncertainties in 

proceeds. This margin can be proportionally allocated to the April 2011 estimates of 
proceeds from each individual company, so they sum to $5 billion to $7 billion: 

 

April 2011: sum to $5 to $7b Low ($b) High ($b) 

MRP 1.35 1.87 

Meridian 2.29 3.18 

Air New Zealand 0.16 0.29 

Genesis 0.58 0.81 

Solid Energy 0.62 0.86 

Total 5.00 7.00 

 
7. We have used these figures as the starting point for our analysis. 
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Solid Energy 

8. The April 2011 range of estimated proceeds from a Solid Energy share offer were 
based on independent commercial valuations of the company from Macquarie and First 
NZ Capital of $1.7 billion. 

 
9. The Solid Energy board’s own estimate of the company’s valuation at the time, in its 

Statement of Corporate Intent, was $3.3 billion. This estimate would have implied 
proceeds of around $1.3 billion to $1.6 billion. Given scepticism about the board’s 
estimate, and the fact that it was not supported by the two independent valuations, it 
was not used in calculating estimated proceeds from the GSO programme. 

 
10. Solid Energy is no longer in a state that allows for the Government to sell up to 49% of 

the company in the near future. The reasons for this are well-known, and include a 
significant decline in world prices for coal that occurred in 2012. Even if Solid Energy 
had no other issues, this fall in coal prices would have reduced the commercial value of 
the company – in the same way that it has reduced the share prices of coal companies 
in Australia and elsewhere. 

 
11. Excluding Solid Energy from the estimated proceeds from the GSO programme gives a 

revised range of $4.38 billion to $6.14 billion. It is likely that if Solid Energy had not 
been included in the original estimate of proceeds, we would have rounded this to the 
nearest billion and chosen a range of $4 billion to $6 billion. Our current estimate of 
GSO proceeds is within both of these ranges. 

 

2013 Budget forecasts 

12. The exclusion of Solid Energy from the programme was the only new information 
available at the time the fiscal forecasts for the 2013 Budget were finalised. The $6 
billion figure used in previous fiscal forecasts was still within the revised range 
excluding Solid Energy. At that point the share offer for Mighty River Power had not 
been completed and so none of the commercial valuations implicit in the $5 billion to $7 
billion range had been tested by the market. Given this, the Treasury made the 
judgement that the 2013 Budget should retain the $6 billion point estimate. 

 
13. The price range in the MRP offer document was $2.35 to $2.80 a share. At the time the 

2013 Budget forecasts were finalised, it was not known where in this range the final 
price for MRP would be set. At the top end of the offer document price range, proceeds 
from MRP would have been around $1.9 billion. The announcement of “NZ Power” 
during the MRP offer period clearly had an impact on the final offer price for MRP, but it 
is difficult to quantify what the impact was. 

 

Impact of market movements and the “NZ Power” proposal 

14. In May 2013 the Labour and Green parties announced their proposed “NZ Power” 
policy regarding the electricity sector. 

 
15. Since the announcement of the “NZ Power” proposal the share prices of Contact 

Energy and Trustpower, the two privately owned listed electricity companies, have 
fallen significantly. The share prices of listed electricity companies (including MRP 
since its offer) are down in aggregate by roughly 10% since May 2013 (after adjusting 
for dividends that the companies have paid during this period). Over the same period, 
the NZX50 index has increased by around 10%. 
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16. Some of the falls in the share prices of the electricity companies may be due to other 
factors, such as investor’s views about the electricity market (setting aside “NZ Power”) 
and the prospects of the individual companies. It is not possible to disentangle the 
impacts of “NZ Power” from these factors. 

 
17. However, we estimate that the combined impact of the “NZ Power” proposal and 

market movements has reduced the value of all electricity companies by between 10% 
and 20%. This is supported by research reports from equity market analysts which 
consider the impact of the “NZ Power” proposal on listed electricity companies. 

 
18. This value reduction also applies to the GSO electricity companies, regardless of their 

ownership. Even if the Government had not proceeded with the GSO programme, the 
value of these companies in 100% Crown ownership would have fallen as a result of 
the announcement of the “NZ Power” proposal. 

 
19. The April 2011 estimates can be adjusted for the assumed impact of market 

movements and NZ Power: 
 

 
Low ($b) High ($b) Comment 

MRP 1.69 1.69 Actual sale proceeds 

Meridian 1.84 2.85 10% to 20% reduction 

Air New Zealand 0.16 0.29 Unaffected by NZ Power 

Genesis 0.47 0.73 10% to 20% reduction 

Total 4.00 5.60  

 

Impact of revised contract with NZ Aluminium Smelters 

20. In August 2013 Meridian advised that it had signed a revised electricity pricing contract 
with New Zealand Aluminium Smelters (NZAS). The revised contract reflected the 
significant fall in world aluminium prices since the previous contract between Meridian 
and NZAS had been signed in 2007. The approach by NZAS to Meridian to 
renegotiate, and Meridian’s agreement to a new contract, would have occurred 
regardless of the GSO programme. 

 
21. Meridian announced that the impact of the revised contract was to reduce the value of 

its assets by $476 million. All else equal, this would be expected to reduce estimated 
proceeds from the Meridian share offer by roughly $200 million: 

 

 
Low ($b) High ($b) Comment 

MRP 1.69 1.69 Actual sale proceeds 

Meridian 1.64 2.65 Reflects impact of NZAS contract 

Air NZ 0.16 0.29  

Genesis 0.47 0.73  

Total 3.80 5.40  

 
22. This table represents the April 2011 estimate of GSO proceeds (i.e. $5 billion to $7 

billion) after it is adjusted for our estimate of factors that have occurred since then that 
were outside the Government’s control. 

 
23. It does not reflect factors that were within the Government’s control, such as the choice 

of retail incentives, i.e. loyalty bonus shares for the MRP share offer and the use of 
instalment receipts for the Meridian share offer.  
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24. These factors have been far less material. The estimated cost of the MRP loyalty 
bonus shares was $0.025 billion. The impact of instalment receipts is unknown (and 
unknowable) as it served to increase demand for Meridian, which had an impact on the 
price the Government achieved. Our best estimate of the net cost of instalment receipts 
is zero. 

 

Actual outcomes of the GSO programme to date 

 
Low ($b) High ($b) Actual ($b) 

MRP 1.35 1.87 1.686 

Meridian 1.64 2.65 1.883 

Air New Zealand 0.16 0.29 0.365 

Genesis 0.47 0.73 n/a 

Total 4.00 5.60 
3.934 + 
Genesis 

 
25. The Mighty River Power share offer generated gross proceeds of $1.686 billion. This 

was within the range estimated in April 2011. This range is not adjusted for the impact 
of market movements or the “NZ Power” proposal, which (since it was announced 
during the MRP offer period) will have reduced the actual proceeds from the MRP offer 
by an unknown amount. 

 
26. The Meridian share offer generated gross sales proceeds (including the second 

instalment) of $1.883 billion. This is below the range estimated in April 2011 of 
$2.29 billion to $3.18 billion. However, actual Meridian proceeds reflect the impact of 
the revised contract with NZAS, market movements, and the “NZ Power” proposal. 

 
27. The estimated proceeds for Meridian, adjusted for the estimated impacts of these 

factors, is $1.64 billion to $2.65 billion. Actual Meridian proceeds are within this range, 
although towards the lower end. 

 
28. The Air New Zealand transaction generated gross proceeds of $0.365 billion. This was 

above the range estimated in April 2011, which reflects the significant increase in the 
market’s estimate of Air New Zealand’s value since April 2011. 

 

Our current estimate of GSO proceeds 

29. As previously advised our current estimate of GSO proceeds is a range of $4.6 billion 
to $5.0 billion. This estimate was set before the Air NZ transaction was completed – 
therefore it would not be correct to subtract actual GSO proceeds to date from this 
range, or from the midpoint of $4.8 billion, to generate an estimate of expected 
proceeds from the Genesis share offer. 

 
30. Unlike the discussion in the sections above, our current estimate of $4.6 billion to $5.0 

billion is not based on adjusting the April 2011 figures for changes in circumstances 
since then. Therefore the figures in the tables above for Genesis Energy should not be 
taken as our current estimates of proceeds from the Genesis share offer. As you know, 
for legal reasons Ministers should avoid speculating on proceeds from the Genesis 
Energy share offer. 
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