
Treasury:2072838v1   1 

Crown Ownership Monitoring Unit 
The Treasury 

Mixed Ownership Model for Crown Commercial Entities: 
Treasury Advice Information Release 

Release Document 

19 May 2011 

www.comu.govt.nz/publications/information-releases/mixed-ownership-model 
 

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 avoid unreasonable prejudice to the commercial position of the 
person who supplied the information or who is the subject of the information 

 
[3] 9(2)(ba)(i) - to protect information that is subject to an obligation of confidence, or 

that was or could be provided under legal compulsion, where making the 
information available would be likely to prejudice the supply of similar information 
and it is in the public interest for that information to continue to be supplied 

 
[4] 9(2)(d) - to avoid prejudice to the substantial economic interests of New Zealand 

 
[5] 9(2)(f)(iv) – to maintain the current constitutional conventions protecting the 

confidentiality of advice tendered by ministers and officials   
 

[6] 9(2)(g)(i) - to maintain the effective conduct of public affairs through the free and 
frank expression of opinions 

 
[7] 9(2)(i) - to enable the Crown to carry out commercial activities without 

disadvantage or prejudice 
 

[8] 9(2)(j) – to enable the Crown to negotiate without disadvantage or prejudice. 
 
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, an [8] 
appearing where information has been withheld in a release document refers to section 
9(2)(j). 
 
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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4 March 2011  

Treasury Report: Extending the Mixed Ownership Model 

Executive Summary 

This report responds to your request for advice on the merits and viability of: 
 
• extending the mixed-ownership model to Mighty River Power, Meridian, Genesis and 

Solid Energy, with the Crown retaining a majority stake; and 
 
• reducing the Crown’s shareholding in Air New Zealand, again while maintaining a 

majority stake.1 
 
We have identified the main high-level issues, trade-offs, and decisions that would be 
required over time. 

Our initial analysis is set out in eight A3 attachments to this report and covers what we see 
as the most important sets of issues for Ministers, plus an overview.  The key areas are: 

 
• Objectives and trade-offs; 
• Achieving widespread and substantial New Zealand ownership; 
• Treaty and iwi related issues;  
• Governance arrangements;  
• Initial company-by-company analysis; 
• Illustrative programme of offerings; and  
• Fiscal impact and investment options. 
   
This analysis highlights a number of issues, trade-offs, and decisions for Ministers relating to 
each area, though the vast majority of these decisions are not required to be taken in the 
short-term.  All of these issues would be the subject of more in-depth analysis over coming 
months if Ministers decide to proceed.      
 
We see significant merit in extending the mixed-ownership model… 

We have previously advised that we think reducing Crown ownership of the commercial 
portfolio would provide moderate economic gains, and would reinforce efficiency, fiscal, and 
capital market development policy goals [T2010/2513 refers]. 
 
For the five companies, all of these potential benefits would be met: 
 
• the companies include the largest SOEs, thereby maximising potential fiscal benefits 

(potentially releasing $5-7 billion of capital), and the fiscal environment has if anything 
deteriorated recently given a weaker economic outlook and additional costs associated 
with the Canterbury earthquake; 

 
• the proposal to use listing as the primary method of sale would provide a significant 

boost to domestic capital markets – the size of the companies listed would be 
unprecedented in New Zealand’s recent history and would boost both depth and 
liquidity (e.g. market capitalisation could increase by up to 10%); and 

 

                                                
1
 Refer Ministers’ letter to John Whitehead dated 27 January 2011: 

http://www.comu.govt.nz/resources/pdfs/mixed-ownership-model/mom-mins-tsy-27jan11.pdf. 
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• the companies are in sectors crucial to New Zealand’s economic performance, where 
enhanced commercial disciplines to improve efficiency and drive growth opportunities 
could be significant. 

 
On the other hand, the tests and constraints set out by the Government that would need to 
be met before pursuing a mixed-ownership model would reduce potential fiscal and 
economic gains relative to where government ownership could be reduced further, or where 
widespread New Zealand participation was less important. 
 
But overall, we consider that extending the mixed ownership model would provide significant 
net benefits, especially as part of a broader economic agenda.  There would be a point, 
however, where the severity of measures to achieve other objectives tip the balance (for 
example, heavy ownership restrictions), or where substantial loss of value would lead to net 
benefits not being realised.      
 
…and we consider the programme would be viable, but highly complex. 

We have not identified any obstacles as part of our initial analysis to progressing a 
programme of offerings commencing in 2012.  We think it would be possible to meet all the 
required tests you have set.     
 
However, a range of issues would make the complexity of the programme substantial.  This 
in turn leads us to recommend caution in committing to any particular timeframe or 
sequencing of offerings.  In particular: 
 
• many of the Government’s objectives pull in different directions (particularly between 

fiscal and other objectives) and not all can be maximised simultaneously, requiring 
difficult balancing and trade-offs; 

 
• a number of the relevant regulatory settings have changes in train, such as the 

electricity reforms and water allocation, that would create uncertainty for investors 
(though we see no significant further regulatory changes that would need to be made 
before proceeding2); 

 
• a programme of the nature contemplated would be unprecedented in its scale in terms 

of New Zealand capital raisings, and would require significant resources3 and 
Ministerial time to progress; and  

 
• there are a number of potential Treaty/iwi issues that may need to be resolved relating 

to mode of participation, contemporary/pan-iwi claims on natural resources,     
                                                          

 
Appointment of advisors and scoping studies could be progressed in 2011. 

The chart below sets out key milestones that we anticipate would be involved in preparing for 
the commencement of a programme of offerings in 2012, if the Government decides to 
proceed.  All timings are illustrative only and will depend, among other things, on decisions 
taken on the commencement date of any programme.  A key decision is whether Ministers 
would be comfortable with preparatory work progressing during the second half of 2011, and 
if not, the trade-off being a later start in 2012 or 2013.   
 

                                                
                                                                                              
                                        
 
                                                                                                         

                                           The programme would require 8-10% of Treasury’s  
  resources to progress.   

[2] [6] [5] [7] [8]

[2] [5] [7]

[5] [6] [7] [8]
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Phase 3 >>>

Mar-11 Apr-11 May-11 Jun-11 Jul-11 Aug-11 Sep-11 Oct-11 Nov-11 Dec-11 Jan-12 Feb-12

Phase 1

Initial Advice to Ministers

Consideration and refinement

Appoint Probity Advisor

Prepare and issue RFP for Crown advisor

Prepare and issue RFP for Scoping studies

Assemble Project Team

Phase 2

Appoint Crown advisor

Appoint Scoping study advisors

Scoping studies undertaken

Policy development

Sales program advice developed

Prepare and issue RFPs for sales advisors

Phase 3

Appoint sales advisors

Phase 1 Phase 2

 
 
In the short term, if the Government wishes to proceed, an announcement could be made as 
part of Budget 2011.  If so, we would recommend a Cabinet process that provides Cabinet 
decisions by 4 April (or 11 April if absolutely necessary to align with the Budget Cabinet 
paper).  This would suggest either EGI on 23 March or CBC on 28 March.  We would see the 
scope of Cabinet agreement at this stage as relatively limited, to retain flexibility.  A 
discussion at STR on 21 March could also be considered. 
 
Communications  

 
We would advise against any communication related to this report at this point.  Any 
comments by Ministers on the initial analysis and options will result in uncertainty and 
possible detrimental commercial impacts.  Commenting on the initial analysis and options 
may also give rise to expectations developing regarding future policy directions, putting at 
risk flexibility in relation to policy options. 
 
Consultation  

 
This report has been informed by our discussions with: 
 
• the Chairs and CEOs of relevant companies;  
• relevant government agencies: MED, MfE, the Commerce Commission, the Electricity 

Authority, MFAT, OTS, and the Ministry of Transport; and   
• market participants,                                                                

                                                                                
                      

 
We have not shared our own thinking with any market participants, and have only shared our 
thinking at a high level and where appropriate with government agencies and the relevant 
companies.  We have not shared this report (or any draft) with any of these parties. 

[3] [8]
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Recommended Action 

We recommend that you: 
 
a discuss the contents of this report with Treasury in your meeting at 8.30pm on 9 

March 2011; and 
 

b refer a copy of this report to the Prime Minister and the Associate Minister of Finance 
(Hon Joyce).   

 
Agree / Disagree 

 
 
 
 
Nic Blakeley  
Manager, Sector Performance & Balance Sheet, COMU 
for Secretary to the Treasury 
 
 
 
 
 
 
 
Hon Bill English       Hon Simon Power  
Minister of Finance      Minister for State Owned Enterprises  


















