Reference: 20200326

16 December 2020

$9(2)(a)

Dear

s9(2)(a)

THE TREASURY

Thank you for your Official Information Act request, received on 8 September 2020.
You requested the following:

Under the Official Information Act, | would like to request a copy of all advice,
including memos, aide memoires and briefings, that Treasury has prepared for,
and given to, the Finance Minister this calendar year to date, regarding a
Government financial loan for Air New Zealand.

On 8 September 2020, you revised this request to:

Under the Official Information Act, | would like to request a copy of all advice,
including memos, aide memoires and briefings, that Treasury has prepared for,
and given to, the Finance Minister this calendar year to date, regarding a
Government financial loan for Air New Zealand, including the interest rate
attached to a loan and the expected timeline for repayments.

On 14 September 2020, | wrote to you to extend the time limit for deciding on your
request by an additional 50 working days due to the large quantity of information
covered, and the consultations required.

Information being released

Please find enclosed the following documents:

Item

Date

Document Description

Decision

1.

15 March 2020

Email: Air NZ possible terms sheet

Release in part

2.

19 March 2020

Treasury Report: Project 20:
Terms Sheet for In Principle
Agreement

Release in part

19 March 2020

Treasury Report: Project 20:
Terms Sheet for Final Agreement
[contains legally privileged
information]

Release in part

1 The Terrace
PO Box 3724
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New Zealand

tel. +64-4-472-2733

https://treasury.govt.nz



4. | 20 March 2020 Treasury Report: Project 20: Release in part
Update for Cabinet

5. | 20 March 2020 Oral item for cabinet: Terms sheet | Release in part

6. | 23 March 2020 CAB-20-MIN-0137: Air New Release in part
Zealand: Crown Loan Facility

7. | 27 March 2020 Email: Air NZ minimum domestic Release in part
schedule

8. | 28 March 2020 Email: FW: Air New Zealand Release in part

9. | 31 March 2020 Email: Air NZ — variation letter — Release in part
final 31 March 2020

10. | 31 March 2020 Attachment: variation letter Release in part

11. | 17 April 2020 Joint Report: Project 20: Minimum | Release in part
Service Levels for Alert Levels 3
and 2

12. | 17 April 2020 Attachment: variation letter draft Release in part

13. | 20 April 2020 Attachment: variation letter Release in part
(signed)

14. | 8 May 2020 Email: Air NZ minimum services — | Release in part
alert level 2 — urgent

15. | 12 May 2020 Aide Memoire: Project 20: Release in part
Minimum Domestic Service Levels
— Alert Level 2

16. | 21 May 2020 Treasury Report: Air NZ: Final Release in part
Loan Documents

17. | 28 May 2020 Treasury Report: Air NZ: Security Release in part
Documents

18. | 25 August 2020 Aide Memaoire - Air NZ Annual Release in part
Results Announcements - Q&A

| have decided to release the relevant parts of the documents listed above, subject to
information being withheld under one or more of the following sections of the Official
Information Act, as applicable:

o section 9(2)(b)(ii) — to protect the commercial position of the person who supplied
the information, or who is the subject of the information;

o section 9(2)(ba)(i) — to protect information which is subject to an obligation of
confidence or which any person has been or could be compelled to provide under
the authority of any enactment, where the making available of the information
would be likely to prejudice the supply of similar information, or information from
the same source, and it is in the public interest that such information should
continue to be supplied;

o section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions;



) section 9(2)(g)(ii) — to maintain the effective conduct of public affairs through
protecting ministers, members of government organisations, officers and
employees from improper pressure or harassment;

. section 9(2)(h) — to maintain legal professional privilege;

. section 9(2)(i) — to enable the Crown to carry out commercial activities without
prejudice or disadvantage; and,

. section 9(2)(j) — to enable the Crown to negotiate without prejudice or
disadvantage.

Information publicly available

The following information is also covered by your request and is publicly available on
the governments’ COVID-19 website:

Iltem | Date Document Description Website Address

19. | 23 March 2020 CAB-20-MIN-0137: Air New https://covid19.govt.nz/asset
Zealand: Crown Loan Facility s/resources/proactive-
release-2020-october/SE56-
cabinet-minute-cab-20-min-
0137-4281902-additional-
item-air-new-zealand-crown-
loan-facility-23-mar-2020.pdf

Accordingly, | have refused your request for the documents listed in the above table
under section 18(d) of the Official Information Act:

o the information requested is or will soon be publicly available.

Some relevant information has been removed from the documents listed in the above
table and should continue to be withheld under the Official Information Act, on the
grounds described in the documents.

Information to be withheld

There are additional documents covered by your request that | have decided to
withhold in full under the following sections of the Official Information Act, as
applicable:

. section 9(2)(b)(ii) — to protect the commercial position of the person who supplied
the information, or who is the subject of the information;

. section 9(2)(ba)(i) — to protect information which is subject to an obligation of
confidence or which any person has been or could be compelled to provide under
the authority of any enactment, where the making available of the information
would be likely to prejudice the supply of similar information, or information from
the same source, and it is in the public interest that such information should
continue to be supplied;

. section 9(2)(g)(i) — to maintain the effective conduct of public affairs through the
free and frank expression of opinions;


https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf
https://covid19.govt.nz/assets/resources/proactive-release-2020-october/SE56-cabinet-minute-cab-20-min-0137-4281902-additional-item-air-new-zealand-crown-loan-facility-23-mar-2020.pdf

o section 9(2)(g)(ii) — to maintain the effective conduct of public affairs through
protecting ministers, members of government organisations, officers and
employees from improper pressure or harassment;

. section 9(2)(h) — to maintain legal professional privilege;

. section 9(2)(i) — to enable the Crown to carry out commercial activities without
prejudice or disadvantage; and,

. section 9(2)(j) — to enable the Crown to negotiate without prejudice or
disadvantage.

In making my decision, | have considered the public interest considerations in section
9(1) of the Official Information Act.

Please note that this letter (with your personal details removed) and enclosed
documents may be published on the Treasury website.

This reply addresses the information you requested. You have the right to ask the
Ombudsman to investigate and review my decision.

Yours sincerely

|‘:

Juston Anderson
Acting Manager, Commercial Performance



OIA 20200326
Table of Contents

17.
18.
19.

15 March 2020 - Air NZ - possible terms sheet

T2020/701 - Project 20: Term Sheet for in principle agreement

T2020/642 - Project 20: Term Sheet for Final Agreement [contains legally
privileged information]

T2020/685 - Project 20: ate for inet

Oral item for cabinet: Terms sheet

CAB-20-MIN-0137: Air New Zealand: Crown loan facility

27 March 2020 - Air NZ minimum domestic schedule

28 March 2020 - FW: Air New Zealand

31 March 2020 - Air NZ - variation letter - final 31 March 2020

31 March 2020 - variation letter [draft]

20 April 2020 - T2020 955 Minimum Air NZ Services

T2020/995 - Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2
17 April 2020 - variation letter [draft]

8 May 2020 - Air NZ minimum services - alert level 2 - urgent

20 April 2020 - variation letter [signed]

T2020/1446 - Aide memoire: Project 20: Minimum domestic service levels — Alert
level 2

T2020/1185 - Air NZ: Final Loan Documents
T2020/1 - Air NZ: rity Documen

T2020/2950 - Aide Memoire: Air NZ Annual Results Announcements QA

18
20
26
29
32
36
37

41

52
54
58

60
70
73



20200326 TOIA Binder Doc 1

Page 1 of 76

Alex Colton [TSY]
From: Juston Anderson [TSY]
Sent: Sunday, 15 March 2020 6:15 PM
To: AParliament: Craig Renney; AEXT: Angus Hodgson
Cc: Matthew Gilbert [TSY]; Aaron Gill [TSY]; Aedeen Boadita-Cormican [TSY]; Stephen

Revill [TSY]
Subject: Air NZ - possible terms sheet

Importance: High

[SEEMAIL][SENSITIVE] @ §
As requested. @ @
High-level details for short-term Crown cashflow supp -@ y: @

- 12-18 month term é

- “Commercial” interest rate (no subsi

- Fixed interest rate. To be discussed — se ate now y afternoon) or later

Air NZ’s un-@ d aircraft s9(2)(b)i), s9(2)(ba)(i)
lending @ st (this already appears to be the case)

@ers to borrow from the Crown (as it is a related party
iver his requirement (timing makes seeking shareholder approval

difficult — thj

We expect that the term s binding once signed, but we will consider what conditions can be
incorporated into it.
|

Juston Anderson| P Advisor | Te Tai Ohanga — The Treasury
s9(2)(g)(i) @ ton.Anderson@treasury.govt.nz
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COMMERCIAL-IN-CONFIDENCE

TE TAI OHANGA
THE TREASURY

Treasury Report: Project 20: Term Sheet for in principle agreement

Date: Thursday 19 March 2020 Report No: (T2026/701 TN
File Number: S\ [SE-33-21  ~ \ )

Action sought C%\) <\\$§>
Action sought /)&@ /D@

Minister of Finance Note the conte \e@epon Q\)hursday 19 March 2020
(Hon Grant Robertson) @ b

Minister of Transport
(Hon Phil Twyford)

8pm Thursday 19 March 2020

Associate Minister of Finance ;g?j in principle thé attathed Term | 8pm Thursday 19 March 2020
in your i
(Hon David Parker) Qﬁoﬂatm nder CAB-20-

IN-010
Contact for telepﬁg%scuss@ equired)
Name /\Q AN 05|t|on<\ _ Telephone 1st Contact
Juston Andergo Princiga , s9()g)() v
Co& erformance
Maureena q “ » Lem a \éommercial
< ance

Minister’s Oﬂtée{?gﬁns (if required)
AN
Return the srt to Treasury

Refer this repo d attached Term Sheet to the office of the Minister of Finance

Note any
feedback on
the quality of
the report

Enclosure: Yes (attached)

Treasury:4257071v1 COMMERCIAL-IN-CONFIDENCE



20200326 TOIA Binder Doc 2
Page 3 of 76

COMMERCIAL-IN-CONFIDENCE

Treasury Report: Project 20: Term Sheet for in principle agreement

Executive Summary

You as Ministers (the Minister of Transport (Hon Twyford) and Associate Minister of Finance
(Hon Parker)) have been tasked with negotiating, and agreeing in principle, a loan by the
Crown to Air New Zealand Limited (Air NZ) [CAB-20-MIN-0108 refers].

This report provides you with advice on a Term Sheet detailingdhe’ gonditions of

n!
ovided to t i's of
attached at An - This
irand senior mapagement from
office regarding/your
objectives on 18™ of March 2020 and the morning h March 202 | E
The negotiated attached Term Sheet has been unte i ed timeframe and
. "

within a dynamic economic environment as o worsen. These
changing conditions are having increasingl| e aviation sector with
example, Qantas
standing down two-thirds of its staff. P Y, 2 is 4epc¢ lines key amendments that

The attached Term Sheet has attemp overnment’s objectives to
provide support to Air NZ in a ' i ainable, targeted and proportionate
manner and reflects the dir . The Crown has been advised
during negotiations by Gold a and Chapman Tripp. Goldman Sachs

The Term Sheet
over the next ye OVID-19 an Government’s response to it on: economic activity;
the demand f services; an y restrictions on Air NZ’s ability to operate services.

RN

Term SheetHéf 8/30am on Friday 20 March 2020 when announcements are made (but
j sth the NZX and ASX close on 19 March 2020 per listing rules).

evelop: asedon all parties’ best understanding of the impacts

§ gree in principle. Officials will also provide the Term Sheet to the Minister of
Finance for consideration and decision (under section 65L of the Public Finance Act)
following discussions with you both. These actions are happening simultaneously due to the
compressed timeframes.

T2020/701 Project 20: Term sheet for in principle agreement Page 2

COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Recommended Action

We recommend that you:

a

note that officials consider that the Term Sheet (attached at Annex One) achieves the
Government’s objectives to provide support to Air NZ in a commercial, fiscally

sustainable, targeted and proportionate manner

agree in principle to the attached Term Sheet negoti Air Ne @ Limited
(Air NZ) to provide liquidity support; and

refer this report and the attached Te inj

consideration and decision under s6

Referred/not referred. é d/ c
Minister of Transport @

s9(2)(ba)(i)

Agree/disagree.
Minister of Transport

Hon Phil Twyford
Minister of Transport

Hon David Parker
Associate Minister of Finance

T2020/701 Project 20: Term sheet for in principle agreement Page 3

COMMERCIAL-IN-CONFIDENCE
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Treasury Report: Project 20: Term Sheet for in principle agreement
Purpose of Report
1. This report:
. provides you with officials’ advice on the Term Sheet negotiated with
Air New Zealand Limited (Air NZ) to provide liquidity port via a co rcial

loan; and

. recommends you agree the Term Sheet (attac

ex One@nciple,
in your capacity as negotiating Minister (CA%e -0108 refe
The negotiated attached Term Sheet has been unde nina pres$ed timeframe

and within a dynamic economic environment as,market conditi tinue to worsen.
These changing conditions are having incrgas dverse i s for the aviation
sector and as a result have reduced volué d of fut ookings
significantly in the last 12 hours and h nge gotiated Term Sheet:
. the debt facility increased to S om $80 ithha’larger upfront tranche of
$600m (from $450m)
. domestic flight frequencies educed ce a daily to two per week as
a minimum
. reduced internatiop estinations:
i LA was apiehded 10 a North Ameriean destination to provide flexibility for
potentiz sgyres; and

ii Norfol onger in the Term Sheet as these are

ii and’service o)
ised by the Au Federal Government. However, Air NZ is likely
k\g\c nue these
Negotiatio A

3.

Y ifisters (Mi Transport (Hon Twyford) and Associate Minister of
er)\bhave been tasked with negotiating, and agreeing in principle, a

lo Air New Z d Limited [CAB-20-MIN-0108 refers].

Officials fr ury, with specialist advice from Korda Mentha, Chapman Tripp, and
s, Worked closely with senior management from Air NZ to negotiate the

a held extensive discussions with Air NZ to interrogate its forecasts and
inderlying assumptions in order to ensure Crown support provided is
proportionate to Air NZ's immediate need, while meeting the Crown’s objectives.

Goldman Sachs met with the Minister of Transport and the Associate Minister of
Finance in order to understand the Crown’s objectives and advise on the option best
suited to achieve them.

The option described in the Term Sheet of a senior debt facility with a condition around
minimum routes and frequencies was considered the most suitable and feasible option
to achieve the Crown’s objectives, while at the same time maintaining the ability to
explore other options in the future if necessary, s9(2)(i) and 9(2)(i)

T2020/701 Project 20: Term sheet for in principle agreement Page 4

COMMERCIAL-IN-CONFIDENCE



20200326 TOIA Binder Doc 2

10.

11.

12.

Page 6 of 76

COMMERCIAL-IN-CONFIDENCE

Chapman Tripp provided legal advice throughout and drafted the Term Sheet to reflect
the agreed objectives and the positions reached in the course of the negotiations. s9(2)(h)

Negotiations were held with the Government’s objectives in mind, that ultimately the
Government wanted to support Air NZ in a commercial fiscally sustainable, targeted
and proportionate manner, whilst taking account of:

. ensuring there are flights to repatriate New Zeala to retur
citizens home;
. ensuing air freight capacity, particularly for p uficals an itical time

sensitive cargo continues to be available;
. supporting the Pacific;
. cushioning the impact of the econom hockon worke
. supporting confidence in the neap-teln %
In addition, you advised us that you o: &
. ensure domestic destinati s NZ remainvserviced as well as key

international routes; an
. ensure adequate supervision of any d to manage the Crown’s financial

exposure.

;
AN

The negotiated Te respond to the above objectives. This has
been done by ensuri t the co cluded in the Term Sheet are not solely to

protect Air NZ /bu r to protéctihe core part of Air NZ's services that support the
wider econ@e wellbgf

W Zealanders. s9(2)(@)()

%

Officials are confide t the attached Term Sheet responds to the objectives outlined
in paragraph& 0 above. Goldman Sachs has separately provided a memo

s9(2)(ba)i) < ?

Analysis ef the’Term Sheet

13.

14.

15.

(

The attached Term Sheet would require the Crown to provide a commercial loan facility
of $900m. This is contained in two separate tranches of $600m and $300m, over a
maximum duration of 24 months (separable into two 12 month periods).

s9(2)(b)(i), s9(2)(i), s9(2)(i)

Air NZ will fly where the revenue it earns is higher than the variable operating costs.
The interest it will pay on the loan is not a variable operating cost and, therefore, has
no impact on what flights it undertakes. The number of flights it undertakes determines

T2020/701 Project 20: Term sheet for in principle agreement Page 5

COMMERCIAL-IN-CONFIDENCE
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staff requirements

1 6. _

17. Under these assumptions, Korda Mentha has modelled three possible scenarios using
different lengths of time for how long the disruption to the aviation industry, including
border restrictions, may continue.

18.

The two proposed traches of the debt facility cover:

19.

20. The following table outlines the &e i
inclusion. It reflects the discussiong i
and 19 March 2020, and subseguént di

21. The Term Sheet also ¢s Crown %ﬁh rd provisions relating to, amongst
other things, GST, illggé

ax, inden@ anti-money laundering conditions etc.

T2020/701 Project 20: Term sheet for in principle agreement

Page 6
COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Financial implications

22.

23.

24.

25.

26.

The maximum amount for the loan facility for Air NZ is $900m, the terms for the facility
were established on a commercial basis.

This will be funded via a new, non-departmental capital expenditure multi-year
appropriation in Vote Finance. The Minister of Finance will seek Cabinet’s agreement

to establish the new appropriation on Monday 23 March 2028 &
have a forfesponding
ersed as M s are

Depending on the amount drawn down by Air NZ, the f
initial impact on net core Crown debt. However, this
repaid.

As the Term Sheet includes provisions for divide fde e the loans
are outstanding, we expect that the loans wili 2P fen? . As such, the
loans will not have an impact on Budget

Unless the Crown engages in separatg S Hieve other policy
objectives, there should be no further® associated with this

facility. For example:

. repatriation from locati ‘ ondon or Buenos Aries);
. redeployment of Air staff to other rote
. ensuring air frej ity. %

27. There will be addi urce : ns for Treasury to undertake and monitor
this proposed fa\Qi /\j:

Next Steps @O %

28.

29. halt in place until the NZX opens at 10am on Friday 20 March

e company to begin trading again on Friday as scheduled, the
ance and Chair of Air NZ need to approve the Term Sheet by 8.30am on
=h 2020 when an announcement would be released by the NZX (but after
zompleted on the NZX and ASX on Thursday 19" March 2020).

30. Air are planning to make an announcement of the loan, including rates, for opening
of the NZX on Friday 20 March 2020. There are requirements for disclosure they must
meet under listing rules. Your office was consulted on the draft announcement.

31. The Minister of Finance is intending to take a paper to Cabinet on Monday 23 March
2020 to update Cabinet colleagues on the outcome of the negotiation.

32. The Minister of Transport is taking an item to Cabinet on Monday 23 March 2020 to
propose a scheme to purchase freight capacity from Air NZ and other airlines.

T2020/701 Project 20: Term sheet for in principle agreement Page 10

COMMERCIAL-IN-CONFIDENCE



20200326 TOIA Binder

COMMERCIAL-IN-CONFIDENCE

Doc 3
Page 9 of 76

TE TAI OHANGA
THE TREASURY

Treasury Report: Project 20: Term Sheet for Final Agreement [contains
legally privileged |nformat|on]
A &
Date: 19 March 2020 Report No: >T2020/64/g
File Nufaber: | SE-1-32\N\
Action sought /§§§EZ> /§§£;i>
~J NV

Action Qng»%/ L\ Deadline
Minister of Finance Ag \R) 19 March 2020
(Hon Grant Robertson) .

| ¢ Q

N N
Contact for telephon&sion guired)

c’/

Name /> w Telephone 1st Contact
Juston Anderson </< s9(2)(g)(ii) v

Maureena va w

cipal Advisor;
ommercial Perfor ance

Mana %&rmal
Perf %

Jad

Mlnlsteﬁlce

(if required)

LN

| Return the signeﬁ@/@éﬁy Treasury.

feedback on
the quality of
the report

Enclosure:

Treasury:4257139v1

Yes (attached)

COMMERCIAL-IN-CONFIDENCE
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Treasury Report: Project 20: Term Sheet for Final Agreement [contains
legally privileged information]

Executive Summary

On 16 March 2020 you took an oral item to inform Cabinet of your intention to make a
decision under section 65L of the Public Finance Act 1989 as to whether and, if so on what
terms, to grant a Crown short-term support facility (loan) to Air Zealand Limitgd/Air NZ).
[CAB-20-MIN-0108] %

With the support of specialist advisors, from 16 to 19 Marg % icials r@
analysis of information provided by Air NZ and negotiated with~Air NZ man% the terms

of a loan that is intended to meet the Crown’s objectivesto e g and

thereby to:

. ensure there are flights to repatriate New oin foreign citizens
home;

. ensure air freight capacity, particularl§ i other critical, time

sensitive cargo continues to be avaite
e support the Pacific; @
. cushion the impact of the eco i¢c shock or@ and
e  support confidence in t term. %
Throughout this period the\Mi of Trans@ he Associate Minister of Finance

(Hon Parker) received ates from offic progress of negotiations and provided
instructions to officials_on

draft Term Shee ‘r': Crow

draft Term Shee ve request

As the Mi I'éionsible r ministration of the Public Finance Act 1989 you have
8|S e -

hey are satisfied that the loan reflected in the
es. They have agreed in-principle the attached
officials provide it to you for consideration.

power ( stion 65L t) to lend money to Air NZ if it appears to you to be
necessary lorexXpedient lic interest to do so.

Officials co
necessary and e

s described in the draft Term Sheet meets the criteria of being
the public interest.

Any lending e tion 65L of the Public Finance Act must be made from a capital
expenditure
oan to Air NZ officials will prepare a paper for you to take to Cabinet
ulti-year appropriation for this purpose.

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 2

COMMERCIAL-IN-CONFIDENCE
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Recommended Action

We recommend that you:
a discuss the contents of this report with us; and

b agree on behalf of the Crown to lend money to Air New Zealand in accordance with the
terms described in the Term Sheet.

Agree/disagree.

Maureena van der Lem %
Manager, Commercial Performance @ @

Hon Grant Robertson @
Minister of Finance @ %

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 3

COMMERCIAL-IN-CONFIDENCE
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Treasury Report: Project 20: Term Sheet for Final Agreement [contains
legally privileged information]

Purpose of Report

1. This report provides:

. A high level description of the work undertaken by
specialist advisors to analyse information provide
(Air NZ) and negotiate the terms of the propos

and the C%
ew Zea@l ed

. A summary of the key terms of the propose to“Air NZ. @

. Advice on the nature and scope of your of the Public

Finance Act 1989 to lend money on peh

2.  Trading in Air NZ's shar
trading halt, initially duestoe open on 18 March 2020, was extended
until opening on 20 Mat .

n Tréasury, with specialist advice from
oldman Sachs, worked closely with Air NZ

the Minister of Transport (Hon Twyford) and the Associate
‘ on Parker) to understand the Crown’s objectives and to advise
on the optio % ited to achieve them.

minim qutes and frequencies was considered the most suitable and feasible option
to @ e Crown'’s objectives. This option maintains the ability to explore future
options-if/necessary, s9(2)(), s9(2)()

7. Chapman Tripp provided legal advice throughout and drafted the Term Sheet to reflect

the agreed objectives and the positions reached in the course of the negotiations.
s9(2)(h)

8. Negotiations were held with the Government’s objectives in mind that ultimately the
Government to support Air NZ in a commercial, fiscally sustainable, targeted and
proportionate manner whilst:

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 4

COMMERCIAL-IN-CONFIDENCE
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10.

11.

12.

13.

14.

Page 13 of 76

COMMERCIAL-IN-CONFIDENCE

. ensuring there are flights to repatriate New Zealanders and to return foreign
citizens home;

. ensuring air freight capacity, particularly for pharmaceuticals and other critical
time sensitive cargo continues to be available;

. supporting the Pacific;

. cushioning the impact of the economic shock on workers; and

. supporting confidence in the near-term. &
In addition, the negotiating Ministers advised us that the ment w@::

. ensure domestic destinations across NZ remaif s ed as wellas key
international routes; and

ity to manage the Crown’s financial

<spond %“ o(e objectives. This has
cluded i Terrn Sheet are not solely to
services that support the

protect Air NZ, but rather to prot € part of/Ai
wider economy and the weIIb@ Zeala§ 9)0)

Officials are ¢ at the erm Sheet responds to the objectives outlined
in paragraphs 8 above Sachs has separately provided a letter
s9(2)(b)(ii), s! ) %

. ensure adequate supervision of any
exposure.

The negotiated Term Sheet has atte
been done by ensuring that the condi

gtisfredthat the loa ted in the Term Sheet meets the Crown'’s objectives. They
: e e attached Term Sheet and have requested that officials
de it to you for consideration (T2020/701 refers).

s9(2)(h) 3%
Accordingly, the Term Sheet can be executed by you on behalf of the Crown if you are

satisfied that it is necessary or expedient in the public interest that the Crown lend
money to Air NZ on the terms set out in the draft Term Sheet.

Term sheet - key terms

15.

A copy of the draft Term Sheet is attached to this report. The key terms of the
proposed loan to Air NZ are summarised in the table below. The key risks are outlined
in a separate following section.

Page 6 withheld - s9(2)(b)(ii), s9(2)(i), s9(2)(j)

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 5

COMMERCIAL-IN-CONFIDENCE
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sr'sectior 65L of the Public Finance Act 1989 to lend money

on behalf Of roWn/ ~_\
\/ N
16. %’5’ Sh Wejto be legally binding and, if you decide to execute it, will
constitute a it t by the Crown to lend money to Air NZ as described in its
terms. %
17. Sectio

obh. ot the Public Finance Act 1989 (the Act) empowers you, as the Minister
{

respo e for'the administration of the Act, to lend money to a person or organisation
in ‘ aland or elsewhere if it appears to you to be ‘necessary or expedient in the
publi erest’ to do so, and to make such a loan on any terms and conditions that you
think

18. Section 65P of the Act provides that any lending under section 65L must be made from
a capital expenditure or other authority approved by Parliament for the purpose.

Officials’ assessment that lending money to Air NZ in the terms outlined in the
draft Term Sheet is ‘necessary or expedient in the public interest’

19. ltis a matter for you to decide whether you are satisfied that it is necessary or
expedient in the public interest to lend money to Air NZ in the terms outlined in the
Term Sheet.

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 7
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20. The following paragraphs set out factors that officials consider are relevant to that
assessment. s9(2)(h)

Public interest

21. The Act does not define ‘the public interest’. s9(2)(h)

22. The COVID-19 pandemic has had a significap

23. Officials consider it is not difficult to id <
flights to repatriate New Zealander: p ns home; the continued
availability of air freight capacity (g : icals and other critical, time

ioni pact of the economic shock
on workers; maintenance of
and supporting confidence-i
c %’ e draft Term Sheet can fairly be
c> t

covering all the major centres;
24.
he public interest.

25. i ignifisan 0 cross its network as a result of the impact of

26. & S tl Rety capacity reductions, Air NZ advised it is suspending

Vancouver, onolulu, Denpasar and Taipei from 30 March to 30 June 2020. |t
is also su g its London-Los Angeles service from 16 March and 17 March

27. The
020. On the domestic network, capacity will be reduced by around 30%
i April and May.

28. Air NZ also announced that, as a result of the downturn in travel it continues to review
its cost base. Air NZ is also in talks with its unions as to the job redundancies that will
need to be made to address the new operating environment which it now faces.

29. Financial support for Air NZ as a company is not an objective of the proposed loan,
except as a means of delivering on the Crown’s objectives. Nor is support for Air NZ's
shareholders and existing creditors.

30. Air NZ is already focused on cost reductions and preserving cash. s9(2)(g)()

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 8
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Risks and mitigations

 aaver

significantly in the last 12 hours and have Igg
Officials and their advisers are undertakir

Crown’s objectives as outlined in this report; the benefits of the proposed loan outweigh

the risks when mitiiations are taken into account; _

Financial implications

39. The maximum amount for the loan facility for Air NZ is $900m, the terms for the facility
were established on a commercial basis.

T2020/684: Project 20: Term Sheet for Final Agreement [contains legally privileged information] Page 9
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COMMERCIAL-IN-CONFIDENCE

This will be funded via a new, non-departmental capital expenditure multi-year
appropriation in Vote Finance. Officials are drafting a paper for you to take to Cabinet
to seek Cabinet's agreement to establish the new appropriation on Monday 23 March
2020 to this effect.

Depending on the amount drawn down by Air NZ, the facility will have a corresponding
initial impact on net core Crown debt. However, this will be reversed as the loans are

repaid.

As the Term Sheet includes provisions for dividends to be suspended while the loans
are outstanding, we expect that the loans will be repaid wi en years. A h, the
loans will not have an impact on Budget allowances.

Unless the Crown engages in separate purchase c achiev licy
objectives, there should be no further operating e i i this

c ensuring air freight capacity.

There will be additional resourc ations fonNeasury to undertake and monitor
this proposed facility.

Q
Next Steps /)@ /@

45.

46.

47.

48.

49.

50.

If you are satisfie \('zeces \nd—62<pedient in the public interest to do so,
please executiye-th sheet dance with your powers under section 65L of
the Public F'z 1ce Act.

Air NZ has g haltin p& til the NZX opens at 10am on Friday 20 March
. r the c any to begin trading again on Friday as scheduled, you and
A need the Term Sheet by 8.30am on Friday 20 March 2020
d be released by the NZX (but after trading has
ASX on Thursday 19" March 2020).

Cabinet office has been informed.

The Minister of Transport is taking an item to Cabinet on Monday 23 March 2020 to
propose a scheme to purchase freight capacity from Air NZ and other airlines.

Attachment material withheld under s9(2)(b)(ii), s9(2)(i) and s9(2)()
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TE TAI OHANGA
THE TREASURY

Treasury Report: Cabinet Oral Item: Project 20: Update for Cabinet

N 2
Date: 20 March 2020 Report No%> T2020/685.
' tﬁa

Action Sought
Action Sought /><b /@@
Minister of Finance Note the attachéd St iten for @ay 23 March 2020.
(Hon Grant Robertson) Cabinet.
Lodge th mlnutes >
Cabine

Minister for Transport Not ed Cabi None
(Hon Phil Twyford)

Associate Minister of Finance the attached Ca }%p None
(Hon David Parker) /} \ N

Contact for Telephp\g%%cussio(n\ equired)

Name /(}9\53{; @ Telephone 1st Contact

Juston Anderso ipal Adyisor, s9(2)(g)(ii) N/A v
%?mmema ance (mob)
Maureena Manager rcial s9(2)(g)(ii)
Lem Q Perfo
Y
N
Actions for the ’s Office Staff (if required)

ANNEY

Note any
feedback on
the quality of
the report

Enclosure: Yes (attached)

Treasury:4255987v2 COMMERCIAL-IN-CONFIDENCE
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Treasury Report: Project 20: Update for Cabinet

Executive Summary

This report attaches speaking points and minutes to lodge at Cabi n 23 Marc?-@':‘go update
your colleagues on the Government’s negotiations, and subsequ ent, wi@ Zealand

Limited on liquidity support.
The minutes and recommendations your earlier discussion 20/642]. @
. Q
Recommended Action /D N
N4

We recommend that you: @W

a note the attached oral item for Cabj nday 23@}:&%

b table the attached minutes with the §inet Oi@binet on Monday 23 March 2020.
Tabled/ not tabled.
Minister of Finance % i ;

Maureena van der %; %

Manager, ComI%ci rformgce
Hon Grant Robert %
Minister of Fin%

Hon Phil Twyford
Minister for Transport

Hon David Parker
Associate Minister of Finance

COMMMERCIAL-IN-CONFIDENCE 2
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Impact of COVID-19 on the aviation industry, and Cabinet update

Background

e The aviation industry, alongside many other industries, has been
significantly impacted by COVID-19.

¢ On the 14th of March 2020, the Government announced comprehensive
travel restrictions, which have recently been exten further, to protéct
the health and wellbeing of New Zealanders.

significant reductions to its network in res tothe shocks\to the
aviation sector.

e Air NZ was provided a trading halt on the 16 20 an ed

e After having exhausted discussions @ other lenders, A reached out
to the Crown, as its majority share @ 0 discus (ﬁ; 3 tial financial
AONR d

Q NRCe NS discussions with
8 .

e the decision to enter into negotiations with Air NZ lightly.

e C &I D-19 is an unprecedented event, and Air NZ:

- Since Crown ownership in 2002, it has been a profitable and highly
performing entity.

- It has been well run by an experienced board and senior
management.

- Has a very strong reputation in the aviation sector.

- Has a large, highly skilled, workforce, with a strong positive culture.

o S9(2)(9)), s9(2)(i), s9(2)()

Treasury:4257735v1 COMMERCIAL-IN-CONFIDENCE 1
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o S92, s9(2)()

¢ Negotiations were held with the Government’s objectives in mind; that
ultimately the Government wanted to support Air NZ in a commercia
fiscally sustainable, targeted and proportionate m , Whilst takk&
account of:

- Ensuring there are flights to repatriate anders turn
foreign citizens home.

- Ensuing air freight capacity, particutarly forpharma icalg and other
critical time sensitive cargo contj @w. availd

- Supporting the Pacific.
- Cushioning the impact of the omic sho ers.
-term.
¢ |n addition, | was clear that'tt t to:
- Ensure domestic des @emain serviced as well as

- Supporting confidence in {8
- Ensure adegua isi debt facility to manage the

S &

ached, in the form of a Term Sheet, is
ment’s objectives, 92b)H)

| am confident
the best way

e D tiation own was advised by a specialist team of
orda oldman Sachs and Chapman Tripp. Goldman

e Through this agreement we successfully have:

- Maintain, as a minimum, services to North America, Hong Kong,
Singapore, Sydney, Melbourne, Brisbane, and a number of Pacific
Islands, at the frequencies of at least one return flight a week.

- Maintain, as a minimum, to be reviewed after one month from the
date of this terms sheet:

o atleast one return flight per day to every currently serviced
domestic location other than Auckland, Wellington, Christchurch
and Dunedin; and

Treasury:4257735v1 COMMERCIAL-IN-CONFIDENCE 2
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o  atleast two return flights per day to each of Auckland,
Wellington, Christchurch and Dunedin for passengers and
cargo.

o S92)0)

The agreement requires the Crown to provide a co
for a maximum of $900m, structured in a way to
financial risk and with appropriate monitoring a

e This loan is to be contained in two separat
over a maximum duration of 24 months (sepa

periods).
e The effective interest rate on the firstdranche is V€
between 7% and 8% per annumand:thé effectiveinte
second tranche is expected to ~\q? ./h
on both tranches will increa é ,

s9(2)() :;
However, both officials and t own’s @dvisow team have been

o s9(2)(9))

clear with me, and nega % g Ministe on‘the risks associated with the
Term Sheet i ;

%en developed based on all parties’ best
impacts over the next year of COVID-19 and the

ponse to it on: economic activity; the demand for
; and any restrictions on Air NZ's ability to operate

Overall | am pleased that we have taken our responsibilities as majority
owner seriously in order to support our national airline. Air NZ has a
unique and critical role in our economy and society, and the timely
intervention undertaken by the Government will allow the company to
continue to undertake this role.

Treasury:4257735v1 COMMERCIAL-IN-CONFIDENCE 3
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Recommendations
The Minister of Finance recommends that the Committee:
1. Note that on 16 March 2020, Cabinet noted that:

1.1. the Minister of Finance intended to make a decision under s65L of
the Public Finance Act as to whether, and on what terms, the Crown
should support a loan to Air NZ;

1.2. the Crown’s position on the loan and its tern

0108 refers];
2. Note that the Negotiation Ministers, stipported by expertadvice from
Korda Mentha, Chapman Tripp, a Qg‘;o} an Sa - ed in-principle
to a draft term sheet and subseg % yreferred i ’.&: Minister of
Finance for consideration and; E cision;

3. Note that the Minister of Finance, as the 'g%esponsible for the
administration of the Public.Fjnance Act-1989,\has the power (under
if he determines it to be

4. Note that the A~' of Finan r section 65L of the Public Finance
Act, agreed a éd the ed term sheet to support Air NZ as it

. cant im the Covid-19 outbreak;
5. heldgreed term s uires the Crown to provide a standby loan

ity for & total possible amtount of $900m and a maximum duration of 24

% loan @sed of two tranches, a first tranche of $600m and a
‘% of $300m, and

interest rate on the first tranche is initially expected to be
7% and 8% per annum and the effective interest rate on the
d tranche is expected to be around 9%. The effective interest

6. Note that while Air NZ's intention is to maintain its services to the full extent
that can be justified based on customer demand, the agreement imposes
minimum service standards on Air NZ that requires it to:

6.1. maintain, as a minimum, services to North America, Hong Kong,
Singapore, Sydney, Melbourne, Brisbane, and a number of Pacific
Islands, at the frequencies of at least one return flight a week;

6.2. maintain, as a minimum, to be reviewed after one month from the
date of this terms sheet:

Treasury:4257735v1 COMMERCIAL-IN-CONFIDENCE 4



20200326 TOIA Binder Doc 5

Page 24 of 76

COMMERCIAL-IN-CONFIDENCE

6.3. at least one return flight per day to every currently serviced domestic
location other than Auckland, Wellington, Christchurch and Dunedin;
and

6.4. at least two return flights per day to each of Auckland, Wellington,
Christchurch and Dunedin for passengers and cargo.

Note that the term sheet includes a number of mechanisms to allow the

Crown to manage its financial exposure, such as: &

7.1. arequirement that no dividends can be e comp e
duration of the term of the loan;

s loa equity-at any point after

7.2. the ability for the Crown to convert i
financial close;

7.3. the ability for the Crown, fro
require the company to underake a
applied to repayment of i:! oa

7.4. holding security for theg AR @gai
and

Aths aft | close, to

with the proceeds

7.5. s9(2)b)i), s9(2)(), @
8. 9 @ @

9.

10.

at the term sheet has been negotiated as a commercial, arms-

length, arrangement and fulfils the government’s objectives to provide
support in a commercial, fiscally sustainable, targeted and proportionate
manner,

Agree to establish the following new multi-year appropriation, to run from
23 March 2020 to 30 June 2021:

Treasury:4257735v1 COMMERCIAL-IN-CONFIDENCE 5
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Vote Appropriation|Title Type Scope
Minister
Finance |Minister of COVID- |Non-Departmental |This appropriation
Finance 19: Loans [Capital Expenditure |is limited to loans
to Air to Air New Zealand
New as part of the
Zealand Government’
response tQ/j&
@ovm ;@p
11. Approve the following changes to appropr@ 0 give effe e
policy decisions above, with a corresp g impact o Crown
debt;
ﬁn*\\ﬁcﬁéase«ded@é@
Vote Finance QVZO to 2@%@
Minister of Transport C
Non-Departmental Capital @ 900 \jV
Expenditure:
COVID-19: Loans toA
Zealand
12. Note that tive s rofile for the new multi-year
approp cribed as follows:
$m - increase/(decrease)
Indic ual 2019/20 2020/21| 2021/22| 2022/23| 2023/24
s i rofile
Y
NV 600 300 - - -

13. Agreé

!ﬁ 26

he proposed change to appropriations above be included in
9/20 Supplementary Estimates and that, in the interim, the
e be met from Imprest Supply;

14. Note that there will be an initial impact on net core Crown debt, however,
this will reverse over the term of the loans as it is repaid;

15. Note that as the loans will be established on a commercial basis and be
repaid within ten years, there is no impact on Budget allowances;

Authorised for lodgement
Hon Grant Robertson

Minister of Finance

Treasury:4257735v1
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Cabinet

CAB-20-MIN-0137

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons wi}hjt)g appropriate a/@n’ty.

Additional Item: Air New Zealand: Crown Lo ity @

Portfolio Finance

On 23 March 2020, Cabinet:

1 noted that on 16 March 2020, Cabi fister of Finance, Minister of
Transport and the Associate Minister iy O1 Parker) to have Power to Act
to finalise the government’s positi
[CAB-20-MIN-0108]:

2 noted that the Crown’s p n n the loan erms were negotiated by the Minister of
Transport and the Ass «@ ihister of] @ on David Parker) (the Negotiation

Ministers):

e, as the Minister responsible for the administration of the
e power (under section 65L of that Act) to lend money to
be necessary or expedient in the public interest to do so:

6.1 the loan is comprised of two tranches, a first tranche of $600 million and a second
tranche of $300 million;

6.2  the effective interest rate on the first tranche is initially expected to be between 7%
and 8% per annum and the effective interest rate on the second tranche is expected to
be around 9%. The effective interest rate on both tranches will increase by 1% if the
loan remains after 12 months;

7 s9(2)(b)(ii), s9(2)(i), s9(2)()

aar47blg40 2020-05-21 09:21:32 COMMERCIAL: IN CONFIDENCE
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CAB-20-MIN-0137
7.1
7.2
7.3
7.4
8 noted that the term sheet includes a number of m

o0 allow th to manage
its financial exposure, such as:
8.1  arequirement that no dividends can '4‘- .: .‘! by the co. the duration of the

term of the loan;

8.2  the ability for the Crown to ¢ oan to @y point after financial
close:
8.3  the ability for the Cro om)six month: 0\1,’ inancial close, to require the

company to undertake : ’1‘-{‘& Pproceeds applied to repayment of the
loan;

Z’s unencumbered aircraft;

10 noted that the term sheet has been negotiated as a commercial, arms-length, arrangement
and fulfils the government’s objectives to provide support in a commercial, fiscally
sustainable, targeted and proportionate manner;

aar47blg40 2020-05-21 09:21:32 COMMERCIAL: IN CONFIDENCE
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CAB-20-MIN-0137

11 agreed to establish the following new multi-year appropriation, to run from 23 March 2020
to 30 June 2021:

Vote Appropriation Title Type Scope
Minister
Finance Minister of COVID-19: Loans | Non- This appropriation
Finance to Air New Departmental is limited to loans
Zealand Capital to Air New
Expenditure Zealand as part of
the’ Government’s
e to
Q\ /@X'

12 approved the following changes to applopnatlons to e ffect tosthe ! decisions
above, with a corresponding impact on net cor @ debt

@ w ;\nﬁ-@'gase/(decrease)
Vote Finance %\ % 2019/20 to 2021/22
Minister of Transport &

Non-Departmental Capital Expendit% 900

COVID-19: Loans to Air New Zea

13 noted that the indicative profile for
above is as follows:
Q
{/Z\/ $m - increase/(decrease)

Indicative annu E@Dg @2?@/20 2020/21 2021/22 | 2022/23 | 2023/24
profile AN

%\7 600 300 - - -

14 Aty < ange to appropriations above be included in the 2019/20
% (1% that, in the interim, the increase be met from Imprest Supply:

15 @? an initial impact on net core Crown debt, however, this will reverse

% ans as it is repaid;
16 Aat loans will be established on a commercial basis and be repaid within ten
- e is no impact on Budget allowances.
Michael Webster
Secretary of the Cabinet

aar47blg40 2020-05-21 09:21:32 COMMERCIAL: IN CONFIDENCE
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Alex Colton [TSY]

From: Juston Anderson [TSY]

Sent: Friday, 27 March 2020 6:51 PM

To: AEXT: Angus Hodgson

Cc: Matthew Gilbert [TSY]; Maureena van der Lem [TSY]; Kirstie Hewlett
Subject: Air NZ minimum domestic schedule

Importance: High

Hi Angus @é @
Air NZ is seeking consent from Ministers to urgently make some cha&its dome tic* . Treasury’s view is

that the changes are commercially imperative because:

e Air NZis seeing domestic demand fall off by aroun % while it has -@ E éd its capacity by 10%

e  Further reductions are likely next week as people es—e.g. a 98% reduction in

demand seems likely
o s9(2)(b)(ii) and s9(2)(ba)(i) %
The Ministry of Transport has been consulted@ 5. : ;
For example Air NZ flew 4 flights betwe i
empty (zero passengers) and the fou

There would have been almost no ¢
has negligible cargo capacity. An

road/rail to Wellington or Auckland:
We also note that Minist i i dec aNay onal Emergency and a mandatory four week lockdown, have

orisent to cease flying, as soon as possible:

orth on one day this week. Three flights were
load factor of 0.5% (1 passenger for 200 seats).
ghts — the plane that flies this route (a turboprop)
A Palmerston North and Hamilton would be sent via

;
v

Christchurch to Hafrilton {passengers routed via Wellington)
Christchurch %- (passengers routed via Wellington)

w Plymouth (passengers routed via Wellington)
&lson (passengers routed via Wellington)
almerston North (passengers routed via Wellington)

Christchurch to Rotorua (passengers routed via Wellington)
Christchurch to Tauranga (passengers routed via Wellington)

e o o o o o o
el elNe]
o s i o
jum Men M |
nw u u
~ ~t o~
e N e N e]
o T T
o c
“3-‘
-

s9(2)(b)(ii) and 9(2)(j)

e Hamilton to Palmerston North (passengers routes via Wellington)
e Auckland to Invercargill (passengers routed via Christchurch)
e Auckland to Queenstown (passengers routed via Christchurch)

s9(2)(b)(ii) and 9(2)(j)



20200326 TOIA Binder Doc7
Page 30 of 76

e Wellington to Timaru (no flights to/from TImaru — nearest airport would be Christchurch)
e Auckland to Taupo (no flights to/from Taupo — nearest airport would be Rotorua)

Auckland to Blenheim (passengers routed via Wellington)
Auckland to Dunedin (passengers routed via Christchurch)
Wellington to Dunedin (passengers routed via Christchurch)
Wellington to Gisborne (passengers routed via Auckland)

Wellington to Invercargill (passengers routed via Christchurch) z

Wellington to Queenstown (passengers routed via Christchurch)

Air NZ notes that there is very low demand on all its domestic routes, se ones, A I@f@ retained are
expected to have less than 10% load factors, meaning Air NZ can ea@rI sengers %’i} want to go, even

if demand on a particular route is several times higher than it currently estyjmates.

As signalled at the meeting on Monday this week, early next week Air NZ would like to have a further conversation
with Ministers about the minimum domestic schedule and frequencies it should fly during alert level 4 (lockdown).

2
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This further conversation will be informed by advice from the Ministry of Transport on the minimum domestic
schedule the Crown needs. It will also be informed by advice from Air NZ about the cost to it of flying particular
routes and frequencies.

Treasury’s first-best advice is that if Ministers want Air NZ to fly beyond its commercial minimums, this should be
paid for through a purchase contract (separate to the Crown $900m loan) in the same way that air cargo will be
purchased. This would ensure we keep the principles of ownership interests and purchase interests separate for
transparency and consistency s9(2)(@)(i)

Practically, it will take Air NZ a couple of days to implement any sched " The earli hanges could

Ahead of that further conversation, Air NZ is seeking consent to make the ove, azc@n@a;s ssible.
happen, if approved Saturday, would be early next week.

Juston Anderson| Principal Advisor | Te Tai Ohanga — The Trea
s9(2)(g)(ii) | Juston.Anderson
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Alex Colton [TSY]
From: Angus Hodgson <Angus.Hodgson@parliament.govt.nz>
Sent: Saturday, 28 March 2020 3:31 PM
To: Juston Anderson [TSY]
Cc: AParliament: Craig Renney; AParliament: Natalie Labuschagne; Maureena van der

Lem [TSY]; Matthew Gilbert [TSY]; Andrew Hagan [TSY]
Subject: FW: Air New Zealand

Kia ora Juston @

The Minister of Finance has agreed to the variations as described i t below, b as that his agreement
applies only for the period of time in which New Zealand remains iiY AlertLevel 4. These issydes will continue to be

revisited as circumstances change. Please communicate this to Air New Zealand a ill ehable them to prepare
their schedule changes.
¢ Zealand to ensure that

essential services are not delayed from a lead-in time y confirm that it can move critical

)

Next step: | will arrange a meeting time inyelving Ministers
please liaise with Air New Zealand an : \ stry of Tran
Monday morning.

Thank you. % %
Hei kona : ; @

n"and Twyford. Once confirmed, could you
tell me who will be on the call? Will aim for

Owned Enterprises Advisor
t Hon Winston Peters
wned Enterprises

From: Angus Hodgson
Sent: Friday, 27 Mareh
To: [deleted] @

Cc: Craig Renney <CraigRenney@parliament.govt.nz>; Natalie Labuschagne
<Natalie.Labuschagne@parliament.govt.nz>

Subject: Air New Zealand

Importance: High

Kia ora Minister
As signalled, Air New Zealand is seeking urgent consent from the Government to change its domestic schedule per
the terms of the Crown loan facility. Treasury and the Ministry of Transport’s view is that the proposed changes are

commercially imperative and necessary because:

¢ Domestic demand has fallen off by ~86% while capacity has been reduced by only 10%. S9(2)(b)ii) and sS(2)(ba)(i)
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e Demand reductions are likely to increase next week as people stop returning to their homes (i.e. 98%
demand reduction is likely).

The National Emergency declaration and the mandatory four-week lockdown has also made it clear that people
should not be travelling around, other than essential workers, to protect public health. This provides greater
certainty that a number of connection flights will have negligible demand and, as such, consent to change the
domestic schedule is recommended.

The mechanism to provide consent is via you expressing consent, as you are the signatory on the Crown loan facility.

However, we would recommend you discuss this with the Prime Minister, Minjster of Transpo

Minister you deem necessary.

As a practical example, Air New Zealand flew four flights between H
week. Three flights were empty. The fourth had one passenger — ou

no cargo on them (especially so for turboprob planes servncmg someYin

these freight connections.

ts. These Irgg S
nd road/rail al

bIe to c@

rt Z@y other

North on one day this
yould have next to
erjatives are carrying

s9(2)(b)(ii) and 9(2)()

Route

Note N>

Christchurch to Hapilton
Christchurch to Napier::
Christchurch t
Christchurch to
Christch P almerston
Chrlsté% h t0 R otorua.

Q\

@@lon via Wellington

Chris ch\fo Taurang
te/PaImer Connection via Wellington
to Invere@ Connection via Christchurch
nd to Qu enst Connection via Christchurch

Ilngton t
uckland to Taup

Alt. serviced by Christchurch
Alt. serviced by Rotorua

Aucklanwmlm
% edin

ton to Invercargill...

ngton to Queenstown...

Connection via Wellington
Connection via Christchurch
Connection via Christchurch
Connection via Auckland
Connection via Christchurch
Connection via Christchurch

% N
Contract for services %
av

gjs that if Ministers want Air New Zealand to fly beyond its commercial minimums, which
their proposal, then this should be paid for through a purchase contract (i.e. separate from

vould keep the principles of ownership interests and purchase interests separate for
transparency and consistency.

Treasury’s first-bes
would reduce fu
the Crown loan). Thi

Treasury has requested information from Air New Zealand on the costs of these services, as ideally you should know
this information when considering this point as one thing may lead to the other if the Government thinks a service
must continue. In these circumstances a connection flight would continue with few passengers.

What about essential movements of personnel?
Separate to this, | have asked Treasury to request the costs should the Government require Air New Zealand to
move essential personnel. s9(2)0)

Next steps
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Please let me know as soon as possible this weekend what your preference is and we will relay this to Air New
Zealand. If you need any more information to take the decision, please let me know and we will work to provide this
to you with urgency.

Further information provided from Treasury:

Air New Zealand notes that there is very low demand on all its domestic routes, not just these ones. All
routes retained are expected to have less than 10% load factors, meaning Air NZ can easily get passengers
where they want to go even if demand on a particular route is several times higher than it currently
estimates.

e destinations, e.g.
esn’t need to

Vi

Air NZ confirms that if there was a need to move a large number of pe
e ._. capabili
Air NZ confirms that passengers wanting to travel to a

Taupo) could be accommodated via flights through
long wait times at those cities (i.e. a couple of hou

ic -

(except Timaru and
hrch, and should not have

=X
£ 9 R
N o
S 3
: 7g~<
(goﬁ
c =

If all changes above were agreed, Air NZ's

As signalled at the meeting on Monday this week, early next week Air NZ would like to have a further
conversation with Ministers about the minimum domestic schedule and frequencies it should fly during alert
level 4 (lockdown).

This further conversation will be informed by advice from the Ministry of Transport on the minimum
domestic schedule the Crown needs. It will also be informed by advice from Air NZ about the cost to it of
flying particular routes and frequencies.
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e Ahead of that further conversation, Air NZ is seeking consent to make the changes above, as soon as

possible. Practically, it will take Air NZ a couple of days to implement any schedule changes. The earliest the
changes could happen, if approved Saturday, would be early next week.

Thank you.
Hei kona

(14 @ & Angus Hodgson, Finance and State Owned Enterprises Advisor
y 11 Office of Hon Grant Robertson | Office of Rt Hon Winston Peters
-t

Minister of Finance | Minister for State Owned Enterprises

Level 7.6 Executive Wing, Parliament Buildings, PO Box 18041, Well’;%\/iew Zealand@

s9(2)(g)(ii)

E: angus.hodgson@parliament.govt.nz @ : % ;
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From: Juston Anderson [TSY]
Sent: Tuesday, 31 March 2020 2:15:50 PM
To: AEXT: Angus Hodgson;Hugh Mazey
Cc: 'K.Hewlett@transport.govt.nz';Matthew Gilb TSY];Maureena der Lem
[TSY];AEXT: Mark Reese

Subject: Air NZ - variation letter - final 31 March
Attachments: 4261309 Variation Letter draft 31 M 0OCX
Importance: High @

ngAir NZ's tn_services.

Hi Angus

Air NZ has agreed with the letter and.inte

The Ministry of Transport has/b %

that the Minister of Finance

a—The Treasury
s9(2)(g)(it) \}’J on.Anderson@tredsury.govt.nz

Juston Anderson| PripCi

[IN-CONFDENCE]
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Hon Grant Robertson

MP for Wellington Central

TRy,

Minister of Finance Minister Responsible for the Earthquake Commission ¢ }: i
ini d i Associate Minister for Arts, Culture and Heritage “"‘/J!‘ii‘l,y \Hltf»‘@/
Minister for Sport and Recreation ssociate Minister fo S, g QTN
CONFIDENTIAL
31 March 2020
Greg Foran < g;> , S >
Chief Executive Officer @
Air New Zealand Limited
185 Fanshaw Street
Auckland 1010 : f §
Dear Greg @
Variation Letter to the Committed Binding Terr 2& 20 (“Terms Sheet”)
The Crown, acting through the Minister of i W Zealand have agreed to vary the terms
of the Terms Sheet as set out in this lette S i efinéd terms used in this Variation shall
have the meaning given to those terms ix o€ éss otherwise expressly varied in this
Variation, all terms and conditiq ontinue in full force and effect. In the
event of any inconsistency < i igtiondand_dny future financing documentation, the
financing documentation wi
Background
The New Zealand a Covid-19 response Alert Level 4 at 11.59 pm on
Wednesday 25 uence that from 11.59 Friday 27 March it is no longer
legal for individua d New Zealand unless their travel is related to them being involved
in the pro : r they are a New Zealander returning from overseas that has

pe for 14 days. Consequently demand has significantly and rapidly
fallen fq estic passenger services.

Variation to Minim% i
The parties agr%t domestic Route requirements on pages 5 and 6 of the Terms Sheet and

evised due to declining demand making it no longer commercially viable to fly
ed domestic routes with the frequencies originally anticipated at the time of entry

Consequently Air New Zealand have requested, and the Crown has consented to Schedule 1 of the
Terms Sheet and the Minimum Services description in the Terms Sheet being updated in respect of
domestic destinations with effect from Saturday 3 April 2020 for so long as New Zealand remains at
Alert Level 4, with Air New Zealand agreeing to fly the following Minimum Services on the domestic
network (which will be Minimum Services for the purposes of the Terms Sheet):

+64 4 817 8703 Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand ﬂ g.robertson@ministers.govt.nz beehive.govt.nz
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Route Days and frequency Type of
service
Auckland to One return service per day (7 per week) A320
Wellington
Auckland to Three return services per day on each of Monday to Friday (inclusive) | A320

Christchurch One return service per day on each Saturday and Sufiday
Wellingtonto | Two return services per day Monday to Friday (i S V\%o
Christchurch One return service per day on each Saturday %& ((? A
Wellingtonto | One return service per day Monday to Frid clasivé) Q300
Nelson %
Christchurch Two return services per week operating.on a Mohday an riday,) ATR
to Dunedin 2;)\\ =

Where no passenger or cargo loads exist for any of d domesticH Air New Zealand will

have the right to cancel the applicable service oprthe nt day. %

Essential or critical services &

In addition to the domestic services ou ove as the m Services, for so long as New

Zealand remains at Covid 19 Alert Leve ew Zealand\akrees’'that it will:

- maintain one turboprop air of\68 passengers or Q300 — maximum of 50
passengers) on standby i church. If requested by the New Zealand
Government for the pur

Zealand, then Air N able ave these aircraft ready to take off within a
minimum of 90 mi axinura_ of 180 minutes of a written request from the
New Zealand Gove ent, to ady tocatioh within New Zealand which was serviced by
Air New Zeal ith turboprop aft\as at 30 March 2020. This will require Air New Zealand
to maintain a ate crew and nd handling, as required, on standby at these locations,;

0. 6r A321) on a similar timeframe as set out above, from Auckland to
a@ ew Zealand which was serviced by Air New Zealand as at 30 March

2020, and whic% e of handling an A320 or A321 aircraft.

Attached to thi is Air New Zealand’s schedule of deployment costs for essential and critical
services.

Weekly r

In addition to the changes to the Minimum Services to Domestic destinations outlined above, Air New
Zealand agrees that with effect from Monday 6 April 2020, it will jointly review the then current and
future demand with the Treasury and Ministry of Transport on a weekly basis to agree whether any
further or other changes are required to the Minimum Services and to ensure that planning for any
changes to the Minimum Services as a result of a move to Covid 19 Alert Level 3 services is being
appropriately considered by both parties.
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Air New Zealand should indicate its acceptance of the terms of this Variation by signing below and
returning one copy to the Minister of Finance’s office. This Variation may be signed in counterpart
copies which, read together, will constitute one document.

Yours faithfully

The Sovereign in right of New Zealand @@

acting by and through the Minister of Finance: : §
Minister of Finance % %

Accepted and agreed by Air New Zealand Limi\z/ : &
Chief Executive Officer @f% %

page 4 withheld - s9(2)(b)(ii), s9(2)(i)
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From: Angus Hodgson

Sent: Monday, 20 April 2020 11:02:07 AM

To: Danni Thian [TSY];Kirstie Hewlett;Juston Anderson [TSY]

Cc: Hugh Mazey;Jemima de Lacey;*Parliament: Cyajg Renney;Beth

Houston;Ministerial Services Inbox [TSY];Keiran Kennedy [TSY];AM reco-Ainsli rant
Robertson
Subject: T2020/0955 Minimum Air NZ Services

0 .

Attachments: MOF SIGNED AH 5. T2020-0995 Projg%& imum Service,Lévels for COVID-
19 Alert Levels 3 and 2.pdf, MOF TRACKED CHANGES Variation Letter Project20.do

> ©
Kia ora koutou %

. imu Levels for COVID-19 Alert Levels
port. Th agrees with recommendations ¢
etter when amended to take into account his decisions.

S10[8 inimum services levels for Alert Level 2
3 deci

Government has taken final d itted-a S.
Please see the joint repo d and sighéd)-and-a Word version of the variation letter with tracked
changes. Juston, couldyou ir af these changes accurately reflect the Minister’s decisions
or propose an alter ing?
Please pass o th@wions to themer of Transport (attn. Hugh/Jemima).
Thank yo@ij @V
Hei ko %
(v «® A & n, Finance and State Owned Enterprises Advisor

0 Grant Robertson | Office of Rt Hon Winston Peters
r of Finance | Minister for State Owned Enterprises

The Minister of Finance has considered the Proj
3 and 2 joint Treasury and Ministry of Transpa
and d (as amended) and has agreed to(sign'the

The amendments reflect the Minister’s view

vy

g

=

evel 7.6 Executive Wing, Parliament Buildings, PO Box 18041, Wellington 6160, New Zealand
s9(2)(g)(ii)

E: angus.hodgson@parliament.govt.nz

©)
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COMMERCIAL-IN-CONFIDENCE

l{ Ministry of Transport

TE MANATU WAKA

TE TAI OHANGA
THE TREASURY

Joint Report: Treasury / Ministry of Transport: Project 20: Minimum
Service Levels for COVID-19 AI@;Levels 3

R (97

Date: 17 April 2020 ‘Report No: T2020/995
/¢ | File Number;— "\ SE“1-3-21

Action sought /A@/ @

\\)/
Action sought {\& Qﬁg line

Minister of Finance Agree the mini i€e levels forAi ﬁgfore Wednesday 22 April 2020,
(Hon Grant Robertson) New Zealand under ID-19 being the day before New Zealand is
levels 3 and'2™~ /A anticipated to move to alert level 3

Minister of Transport Note t \teﬂt of this r None
(Hon Phil Twyford) /7 ALO

Contact for telepi)o scusg&equured)

Name S osition & N Telephone 1st Contact
Danni Thian Senior ommercial | S9(2)g)i)

& Per@
Kirstie Hewl\etb ief Executive,

& Regulatory Design,
/2/ ini try of Transport

Juston Anderson& :2cting Manager, Commercial v
erformance
PR\ .

NS)

Minister’s Office actions

Return the signed report to Treasury.

Sign the attached letter and return to Treasury.

Enclosure: Yes (attached)

Treasury:4265727v5 COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

Joint Report: Treasury / Ministry of Transport: Project 20:
Minimum Service Levels for COVID-19 Alert Levels

3and 2
Purpose of report A />
1. This report seeks the Minister of Finance’s agreement.to, Ai Zealan( mZ’s)
minimum domestic service levels under COVID-19 3 and
A%
Background

2. Under the Term Sheet agreed by the Cro
must seek the Crown’s agreement to va um se i@Le els for the duration of

the loan agreement.
OMAN

3. Air NZ's current minimum service ailed b re set by a letter dated
1 April 2020 and reflect the trav ns put i the Government during
COVID-19 alert level 4.

Zon 020, Air NZ

OVID-19 alert levels 3 and 2 will
his report seeks agreement to new
reflect these new travel restrictions.

4.  On 16 April 2020 the Goyernment announ
look like, and provided cf% travel resfricti
minimum service lev levels 6

J/
e/seek agreement for minimum service

8- Officials will repo@@ Ministe
levels under a .
Minimum ser\(i@ﬁg\ls unde@q OVID-19 alert level

Current mipimum.service lev level 4

6. level 4 @ travel is not allowed for individuals unless their travel is
%ﬁ the pro ~ an essential service or they meet a number of other limited
restrictions, for ple they are a New Zealander returning from overseas that has

iSO n or quarantine for 14 days or someone leaving the country on

ahMlight and undertaking domestic transit.

completed
an internatioh

7. Asar of these restrictions, demand has fallen significantly and is currently at
appfoxi y 1% of normal levels. This low demand is reflected in the current
mi m ervice levels Air NZ is required to fly domestically, which is only flights to
majo rts in Auckland, Wellington, Christchurch, Nelson and Dunedin (full detail in
appendix 1).

8. Alert level 4 provides safeguards should additional capacity be needed at short notice
through Air NZ maintaining standby services in Auckland and Christchurch (further
detail also in appendix 1).

Minimum service levels for alert levels 3 and 2
9. Under alert level 3, domestic air travel is still restricted to those able to travel under

alert level 4 with a small extension allowing those that were ‘stuck in the wrong place’
in isolation under lock down to return home.

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2 Page 2

COMMERCIAL-IN-CONFIDENCE
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11.

12.

13.

14.

15.

16.

17.
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COMMERCIAL-IN-CONFIDENCE

Consequently, Air NZ anticipates demand to increase only marginally under alert level
3, to 2% of normal capacity, and is proposing to maintain alert level 4 services to major
ports (Auckland, Wellington, Christchurch, Nelson and Dunedin) and open two
additional ports: Napier and Tauranga.

Under alert level 3 Air NZ is also seeking agreement to reduce one of the daily flights
between Christchurch and Auckland used mainly for cargo; the service is not
commercially viable as there is currently insufficient demand. Therefore Air NZ
proposes a minimum of two flights per day between Auckland and Christchurch on
weekdays and one per day on weekends.

build to 10% of normal capacity as time pa OVID-19 is

managed.

Under alert level 2, Air NZ is proposi on Invercargill,
Kerikeri, New Plymouth and Palme h. If de s as anticipated,
Gisborne, Hokitika and Queenstoyvn also bego tlnatlons at a later point in
time when alert level 2 starts to @ '% S '

It is not recommended Air NZ directly

travel is too uncertain, a e are flow
(like airports) who wo (o] gear

or others in the aviation industry
gear down if demand is not there

and flights are unec d remo e ore under ‘time frames’ section below).
Under both ale 23 3 d is hlgher than anticipated, Air NZ has stated
that it can build i hort notice given ready availability of crew and
planes. It wi services in Auckland and Christchurch.
Similarly A Id the Government change alert levels for different

possible (or inadvisable) to travel to certain
hedule accordingly.

4&;

region the
des@ .

Z’'s proposed minimum service levels under both alert levels 3

rt [ével 4 (current) Alert level 3 Alert level 2

Kres

AxL

x 2 Fas e iyt o
/1 / e : H Preo !
/
/ / W 'ﬂ.
. N / ads
‘*>": g v usnv' o

Time frames to move to new minimum service levels

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2 Page 3

COMMERCIAL-IN-CONFIDENCE
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COMMERCIAL-IN-CONFIDENCE

18. We propose a 1-week period for Air NZ to begin the new services when New Zealand
steps down to alert level 3.

19. The current Term Sheet and variation letter imply that as soon as the Government
implements a lower alert level, Air NZ must immediately begin flying to a wider set of
destinations. This is not practical — Air NZ requires time to stand up pilots, cabin crew
and airport staff and to schedule flights. Similarly, airports and other associated
services (such as Aviation Security) will need time to prepare for the flights. Air NZ and
the Ministry of Transport will work to co-ordinate these steps.

20. Ideally, Air NZ would announce its new schedule at least 2k in advan%ake
tickets for the flights available for customers to purchasé © vebsite. YWithoutthis,
Air NZ risks flying empty or near-empty flights in the first few days simpl se

people have not had time to plan, prepare and b efs, to travel.

en it'occurs, Air
ew schedul s$than a week. All
pommenc % as possible.

21. If the step-down to a lower alert level is annour
NZ, airports and others may be able to begin(t

parties have a strong incentive to allow ﬂ
Next steps N

22. If you agree to the proposed mini
attached variation letter to co
NZ has been consulted on thewariation letter

gired under the Term Sheet). Air
dicated it is also willing to sign

it.
23. Officials will send the ir NZ fori ief’'Executive Officer to sign.
e

0

publicl unce its alert level 3 schedule on the same

day the Govers ounces% w Zealand will be moving to alert level 3.
Recommenq%on %
We reco t you: v

a 6? ir New Z
servi erthe

travel re

24. Air New Zealand »)

pequired to seek the Crown’s agreement to vary its minimum
Term Sheet signed on 20 March 2020 (the Term Sheet)

Agreefdisagree
g g

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2 Page 4

COMMERCIAL-IN-CONFIDENCE
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d agree to the following minimum service levels for COVID-19 alert level 3 and agree in-
principle to the following minimum service levels for COVID-19 alert level 2 reflecting

the Government’s announcement on 16 April 2020 (italics reflects additional ports)

Operational ports under COVID-19 alert Operational ports under COVID-19 alert
level 3 level 2
Auckland Auckland
Wellington Wellington
Christchurch Christchurch
Dunedin Dunedln
Nelson elson
Napier Napler
Tauranga Taurang
Hamll
Inv, rcar
/) n North

disagree

e

moving
that alert level.

greeldisagree

g note that offici

Juston

Acting-Manager, C

f?

Hon Grar@ﬂson

Minister of Finance

Hon Phil Twyford
Minister of Transport

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2

note that minimum service Ievels 0
to Alert Level 2 deen

f sign the attached letter @
(4 )d @

D-19 A

ZOVID-1 1.

%

\—u Performance

COMMERCIAL-IN-CONFIDENCE

J i. - -
rdln allowed activities at

will be finalised prior to

$ required under the Term Sheet, and

|sters seeking agreement to vary minimum

Page 5
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Appendix 1: Minimum service levels under alert level 4

The table below details the current minimum service levels under alert level 4.

Route Days and frequencies

Auckland to Wellington One return service per day (7 per week)

Auckland to Three return services per day on each of Monday to
Christchurch Friday (inclusive)

One return service per day on each Saturday and

Sunday
Wellington to Two return services per day Mond riday (/
Christchurch (inclusive) 3

One return service per day oneach day and <\5

Sunday a)
Wellington to Nelson One return service per dWo Friday \ %
(inclusive)
Christchurch to Dunedin | Two return services M operating g&&nq‘éy
and a Friday .
Air NZ is seeking to amend the second row of Wo say:/\ <®/\>
Route Days and fréquencies />
Auckland to Two returrservices/per day qﬁ/%bfff\/londay to
Christchurch Friday (i i
One rét ice per d Saturday and

Q
i passengers 68, or Q300 — maximum

- = U
nd and Christchurch ready to take off at
nder instruction of the Government if required

In addition to the above services;-A
66t 90~

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2 Page 6

COMMERCIAL-IN-CONFIDENCE
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Appendix 2: Proposed Minimum service levels under alert levels 3 and 2

The table below details the proposed minimum service levels under alert levels 3 and 2. In

addition, Air NZ will maintain the standby services (as described above).

N
)

Alert level 3
Route Frequencies
Auckland to Wellington Seven return services per week
Auckland to Christchurch Thirteen return services per veek Vi
Auckland to Tauranga Three return services per Week </ 7
Auckland to Napier Three return services perweek (L C
Wellington to Christchurch Twelve return service$ per. week D
Wellington to Nelson Seven return servicésper week N
Christchurch to Dunedin Seven return services perwveek >

Alertlevel 2/~ )

Route Frequencies)\ </ N
Auckland to Wellington Ten returnsérvicesper week [ ( ™\
Auckland to Christchurch Thirteep return $efvices per week— /

Auckland to Tauranga Severirétumn sefvices pef week ™
Auckland to Napier Seven return/services perweek
Auckland to Kerikeri Four return services per week”
Auckland to New Plymouth ‘Seven.return ay sérvice¥ pef week
Auckland to Nelson “Seveh return services per week
Auckland to Palmerston North_ | Sevén return services'\per week
Auckland to Tauranga ¢ |, Seven return(setvices per week
Wellington to Christchurch\ ' | Seventeen-retura services per week
Wellington to Nelson <~/ Ten return services per week

Wellington to Hamiitos-

Sevenreturn services per week

Wellington to Napier_ )

Threer€turn services per week

Wellington to New Plymduth | Three return services per week
Wellington t6 Taurariga \Three return services per week
Christchurchfo/Duredin “Seven return services per week
Christ(;hurch\tg Iy(vercargiﬂ Seven return services per week

& &
%
&

T2020/995: Treasury / Ministry of Transport: Project 20: Minimum Service Levels for COVID-19 Alert Levels 3 and 2

COMMERCIAL-IN-CONFIDENCE

Page 7
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Hon Grant Robertson bo {ﬁ;

MP for Wellington Central ’l-' :’/‘ )
Minister of Finance Minister Responsible for the Earthquake Commission : ‘;f ,f‘","
Minister for Sport and Recreation Associate Minister for Arts, Culture and Heritage ‘4);‘!.\’\':‘“,;1 i ,\,'xr!';.!\\k
7”07/\@“\\
CONFIDENTIAL
17 April 2020

Greg Foran @
Chief Executive Officer
Air New Zealand Limited

185 Fanshaw Street

Auckland 1010 @% &

Dear Greg

Variation Letter to the Committed Bi
Sheet”)

The Crown, acting through the Min
the terms of the Terms Sheet an

date of this letter, thig-Variatio
between this Vari 'any fut

will prevail.

from overseas completed self-isolation or quarantine for 14 days. Consequently,

demand has cantly and rapidly fallen for Air New Zealand’s domestic passenger
services. A of this, the Initial Variation was agreed between the Crown and Air New
Zealand.

Subsequ@on 16 April 2020 the New Zealand Government announced what travel
restrictions would be in place when New Zealand enters COVID-19 Alert Levels 3, 2 and 1. As
New Zealand steps down through these Alert Levels, increased levels of domestic travel are
legal.

Variation to Minimum Service

The parties agree that the domestic Route requirements on pages 5 and 6 of the Terms Sheet
and Schedule 1 (as varied by the Initial Variation Letter) need to be revised to set out the
Minimum Services when New Zealand is in each of COVID-19 Alert Levels 3, 2 and 1.

Treasury:4367550v1

+64 4 817 8703 Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand m g.robertson@ministers.govt.nz beehive.govt.nz



20200326 TOIA Binder Doc 13

Page 49 of 76

Consequently, Air New Zealand have requested, and the Crown has consented to Schedule
1 of the Terms Sheet and the Minimum Services description in the Terms Sheet being updated
in respect of domestic destinations with effect on and from one week following the date on
which a change in the COVID-19 Alert Level takes effect for any destination for so long as that
destination remains at that COVID-19 Alert Level (which will be Minimum Services for the
purposes of the Terms Sheet).

In the event that there are different COVID-19 Alert Levels at diff t destinations ny time,
the Minimum Services for any flights between those desti will be b n the
destination with the highest COVID-19 Alert Level at that tirﬁ'
Alert Level 4 TN N
Route Days and frequency Type
QT
@ service
Auckland to | One return service per day ( @@}r\k) < w\> A320
Wellington A\ Q
Aucklandto | Two return services pe@ each @iﬂajy to Friday | A320
Christchurch | (inclusive)
One return service day on‘each Safurday arid Sunday
Wellington to | Two return servicgzbd\d@ Mond tiday (inclusive) Q300
Christchurch | One return servic y on ea y and Sunday ATR
Wellington to | One return service per-day Mo riday (inclusive) Q300
Nelson N Q
Christchurch | Two ret%\l’ s per week\opsrating on a Monday and a | ATR
to Dunedin Friday — (&\
Alert Level 3 ( @ V)
Auckland to S r servic eek A320
Wellington ANV @\e\%
Auckland to 1’}%@% return %per week A320
Christchurch.
Auckland ?/ee returWs per week Q300
Taurange)zz/ (? ATR
Auckl Three ret ices per week Q300
Napégd:loﬁ\/ mﬁ\g ATR
Wellingtary to Tw@\tufn services per week Q300
Christchurch | AN\ ATR
Wellington to §Zbe®retum services per week Q300
Nelson /> ATR
Christchurél( Seven return services per week Q300
to Dunedin~\\> ATR
Alert Level 2 )
Auckland t6~ | Ten return services per week A320
Wellington
Auckland to Thirteen return services per week A320
Christchurch
Auckland to Seven return services per week Q300
Tauranga ATR
Auckland to Seven return services per week Q300
Napier ATR
Auckland to Four return services per week Q300
Kerikeri ATR
Auckland to Seven return services per week Q300
New ATR
Plymouth
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Auckland to Seven return services per week Q300
Nelson ATR
Auckland to Seven return services per week Q300
Palmerston ATR
North
Auckland to Seven return services per week Q300
Tauranga ATR
Wellington to | Seventeen return services per week 4\%00
Christchurch

AN
Wellington to | Ten return services per week &s <<§ Q300
Nelson TR

Wellington to | Seven return services per week 6\%\> \V? Q300
Hamilton ATR

Wellington to | Three return services per week & és Q300
Napier ATR
Wellington to | Three return services per we N \7 Q300
New ATR

Plymouth
Wellington to | Three return services Q300
Tauranga ATR

Christchurch | Seven return servs EﬁWeek Q300
to Dunedin (&\\;\/ ATR
Christchurch | Seven return<s’e‘r\¢§es per we& Q300
to Invercargill Q) - ATR

Where no passenger or cargd/loads exist fO

those agreed domestic flights, Air New
ble' service on the relevant day.

d above as the Minimum Services, for so long as
OVID-19 Alert Levels 4, 3 and 2, Air New Zealand

=

aft (ATR72 —maximum of 68 passengers or Q300 — maximum
by in each of Auckland and Christchurch. If requested by the
t for the purposes of services which the government deem
ew Zealand, then Air New Zealand must be able to have these

aircraft rea off within a minimum of 90 minutes and a maximum of 180 minutes
of a wri uest from the New Zealand Government, to any location within New
Zealan h was serviced by Air New Zealand with turboprop aircraft as at 30 March
2020/ Thi require Air New Zealand to maintain appropriate crew and ground handling,
asr on standby at these locations,; and

- if requested by the New Zealand Government at any time for critical services, make
available additional jet services (A320 or A321) on a similar timeframe as set out above,
from Auckland to any domestic location in New Zealand which was serviced by Air New
Zealand as at 30 March 2020, and which is capable of handling an A320 or A321 aircraft.

Attached to this letter is Air New Zealand’s schedule of deployment costs for essential and
critical services.
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Weekly review

In addition to the changes to the Minimum Services to Domestic destinations outlined above,
Air New Zealand agrees that it will continue to jointly review the then current and future
demand with the Treasury and Ministry of Transport on a weekly basis to agree whether any
further or other changes are required to the Minimum Services.
Services will require agreement by the Minister of Finance.

Air New Zealand should indicate its acceptance of the term

and returning one copy to the Minister of Finance’s offi
counterpart copies which, read together, will constitute C

Yours faithfully @: g

The Sovereign in right of New Zeala
acting by and through the Minister of Fi :

Chief Executive %ﬁ%?
& &Y
Q)
>
S

)
%Y

page 5 withheld - s9(2)(b)(ii), s9(2)(i)
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From: Juston Anderson [TSY]

Sent: Friday, 8 May 2020 1:22:26 PM

To: AEXT: Angus Hodgson

Cc: Aaron Gill [TSY];Aedeen Boadita-Cormican [TS¥};Danni Thian [TS ominic
Milicich [TSY];Matthew Gilbert [TSY];Maureena van der Lem [TSY]; evill [TSY];

Schumacher [TSY];K.Hewlett@transport.govt.nz
Subject: Air NZ minimum services - alert level 2~urge
Attachments: MOF SIGNED 20200420 Variation L o th

¢ Committed Binding Term sheet
dated 20 March 2020 (“Terms Sheet”).pdf §
Hi Angus @% @

The MoF previously agreed in principle that %A ir NZ do, %ices under AL2 would be AL3
ports plus:
. Hamilton @
. Invercargill :

%

. Kerikeri

. New Plymouth

. Palmerston
With these new ports to-be d to the A
a change in the CO Level t

Air NZ advise Zﬁat, ing the PM announces on Monday that NZ is moving to AL2 with effect from

]

Wednesda poses to flyto at,the above ports from Thursday next week, except Kerikeri,
which wo Monda his is consistent with the in-principle decision from MoF.

s

enstown (from Thursday), and Whangarei, Gisborne, Rotorua and
8May). These ports would be above the required minimum service levels

by MoF.

Air NZ say “Weé are
stakeholderquieries we are receiving”. Your office is also receiving queries.
Decisions rg quire

Air NZ is seeking urgent confirmation of the MoF’s previous in-principle decision. Can you please advise.

s9(2)(9)(i)

Consultation



20200326 TOIA Binder Doc 14
Page 53 of 76

Air NZ has informed Kirstie at MoT of these proposals and | have copied Kirstie into this email. Due to
the urgency | have not had time to discuss the contents of this email with her.

Other matters

For your information Air NZ also said the following: /\é@ ‘ @

One of the challenges that we do face is that due to physical distanci

planes to 66% of capacity and turbo prop to ~46%yso we won’t beablesto-sell the lower lead in
fares that we normally do and we expect that this may enegative public feedback,
s9(2)(b)(i1) and s9(2)(ba)(i) The

akes a difference in this
regard and will help us keep prices lofer, | i vill darfmpen some demand which is

Physical distancing also mean
commercially viable and it will no i
s.%' i i duntil May 25th, this is likely to be 3 times per

week for level 2.

Timaru, Taupo and Hokitikd
again Hokitika is above

Juston Andersond] A¢ting R Qi* sial Performance | The Treasury
Juston.Anderson@treasury.govt.nz

[IN-CONFDENCE]
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Hon Grant Robertson be E@ 5

MP for Wellington Central ‘1’ / i\

Minister of Finance Minister Responsible for the Earthquake Commission Y "'; ;,.r"
e A ; s ; 7T, st (TS

Minister for Sport and Recreation Associate Minister for Arts, Culture and Heritage b L

CONFIDENTIAL
20 April 2020

Greg Foran %
Chief Executive Officer
Air New Zealand Limited

185 Fanshaw Street & @
Auckland 1010 : ; g;

Dear Greg %

w Zealand have agreed to vary
the terms of the Terms Sheet and the egt y agreed through a variation letter

dated 1 April 2020 (“Initial Var
g given ta those terms in the Terms Sheet. Unless
@ and conditions of the Terms Sheet shall

used in this Variation shall ha
otherwise expressly varie .k j
Air New Zealand agree that on and from the

continue in full force an
date of this letter, this-\ariatio :
between this Vari ' anging documentation, the financing documentation
will prevail.

Variation Letter to the Committed Bi
Sheet”)

from overseas

demand has cantly and rapidly fallen for Air New Zealand’'s domestic passenger
services. A of this, the Initial Variation was agreed between the Crown and Air New
Zealand.

Subsequ@on 16 April 2020 the New Zealand Government announced what travel
restrictions would be in place when New Zealand enters COVID-19 Alert Levels 3, 2 and 1. As
New Zealand steps down through these Alert Levels, increased levels of domestic travel are
legal.

Variation to Minimum Service

The parties agree that the domestic Route requirements on pages 5 and 6 of the Terms Sheet
and Schedule 1 (as varied by the Initial Variation Letter) need to be revised to set out the
Minimum Services when New Zealand is in each of COVID-19 Alert Levels 3, 2 and 1.

+64 4 817 8703 Private Bag 18041, Parliament Buildings, Wellington 6160, New Zealand [ grobertson@ministers.govt.nz beehive.govt.nz
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Consequently, Air New Zealand have requested, and the Crown has consented to Schedule
1 of the Terms Sheet and the Minimum Services description in the Terms Sheet being updated
in respect of domestic destinations with effect on and from one week following the date on
which a change in the COVID-19 Alert Level takes effect for any destination for so long as that
destination remains at that COVID-19 Alert Level (which will be Minimum Services for the
purposes of the Terms Sheet).

principle to the minimum services outlined below but will finak iew prior ing to

COVID-19 Alert Level 2 dependant on its final decisions regar ed activi/ igs nder that
Alert Level. \
ns at any time,

In the event that there are different COVID-19 Alert Leve ifferent d
be

the Minimum Services for any flights between those destination pased on the
destination with the highest COVID-19 Alert Lev ﬂ-{@me.

With regard to the minimum services under COVID-19 Alert L;g;jl 2, the Crown agrees in-

(=N
Alert Level 4 D \ND )
Route Days and frequency N\ Type
D @ o
o~ service

Auckland to | One return servic bei%ab( per we %J A320
Wellington & {Q\\
Aucklandto | Two return services—pér d?@@ of Monday to Friday | A320
Christchurch | (inclusive) Q

One retum/,éﬁbper dayo &gaturday and Sunday
Wellington to | Two rzﬁgﬁnes per Mgﬁd*éy to Friday (inclusive) Q300
Christchurch | One r ice peufé’y\ each Saturday and Sunday ATR
Wellingtonto | O etu@§ervice p M@onday to Friday (inclusive) Q300
Nelson T\%\ C &
Christchurch me ser@waek operating on a Monday and a | ATR
to Dunedin NE

A

Alert Level3 O\

Aucklan @?/\Séven return serlices per week A320
Welli >
Thiw services per week A320
A

Aucl(k"k ﬁ
Christci

Auckland to réturn services per week Q300
Tauranga ATR
Auckland to %ee return services per week Q300
Napier (& ATR
WeIIingto/%o\ [ Twelve return services per week Q300
Christchu ATR
Wellingtonto” | Seven return services per week Q300
Nelson ATR
Christchurch | Seven return services per week Q300
to Dunedin ATR
Alert Level 2

Auckland to Ten return services per week A320
Wellington

Auckland to Thirteen return services per week A320
Christchurch

Auckland to Seven return services per week Q300
Tauranga ATR
Auckland to Seven return services per week Q300

Napier ATR
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Auckland to Four return services per week Q300

Kerikeri ATR

Auckland to Seven return services per week Q300

New ATR

Plymouth

Auckland to Seven return services per week Q300

Nelson ATR

Auckland to Seven return services per week 4 300
Palmerston @ k R
North SN (7
Auckland to | Seven return services per week -] Q300
Tauranga M <\\\ ATR

Wellington to | Seventeen return services per week O \5 Q300
Christchurch ATR

Wellington to | Ten return services per week W W) Q300
Nelson 0 (NN ATR
Wellington to | Seven return services per<we§!\v %\_/ Q300
Hamilton ATR

Wellington to | Three return services Q300
Napier - (2 ATR
Wellington to | Three return servj \5\8 arweek \;V Q300
New ATR
Plymouth

Wellington to | Three reWs per weé&@ Q300
Tauranga ATR
Christchurch | Seven ices per week ) Q300
to Dunedin ( gh\/eh (?/\;\ ATR
Christchurch e@b seche Q300
to Invercargill C ATR
Where no passé@/ cargo Ioa}s@ for any of those agreed domestic flights, Air New
Zealand will have tRetight to %Ithe applicable service on the relevant day.

In additich. o \o ices outlined above as the Minimum Services, for so long as
any region,in New 7d rémains at COVID-19 Alert Levels 4, 3 and 2, Air New Zealand
agrees that it will;

oprop aircraft (ATR72 — maximum of 68 passengers or Q300 — maximum
) on standby in each of Auckland and Christchurch. If requested by the
Government for the purposes of services which the government deem
critical for New Zealand, then Air New Zealand must be able to have these
dy to take off within a minimum of 90 minutes and a maximum of 180 minutes
of a written request from the New Zealand Government, to any location within New
Zealand which was serviced by Air New Zealand with turboprop aircraft as at 30 March
2020. This will require Air New Zealand to maintain appropriate crew and ground handling,
as required, on standby at these locations,; and

- if requested by the New Zealand Government at any time for critical services, make
available additional jet services (A320 or A321) on a similar timeframe as set out above,
from Auckland to any domestic location in New Zealand which was serviced by Air New
Zealand as at 30 March 2020, and which is capable of handling an A320 or A321 aircraft.

Attached to this letter is Air New Zealand’s schedule of deployment costs for essential and
critical services.
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Weekly review

In addition to the changes to the Minimum Services to Domestic destinations outlined above,
Air New Zealand agrees that it will continue to jointly review the then current and future
demand with the Treasury and Ministry of Transport on a weekly basis to agree whether any
further or other changes are required to the Minimum Services. Any changes to the Minimum
Services will require agreement by the Minister of Finance.

Air New Zealand should indicate its acceptance of the terms of ariation by %@}/wégelow
and returning one copy to the Minister of Finance’s office. tion m@s ed in

counterpart copies which, read together, will constitute on
Yours faithfully @ @
The Sovereign in right of New Zealand @

acting by and through the Minister of Fin§

Chief Exec%ﬁ‘}e}er

page 5 withheld - s9(2)(b)(ii), s9(2)(i)
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COMMERCIAL-IN-CONFIDENCE

Reference:  T2020/1446 SE-1-3-21 (Project 20)

TE TAI OHANGA

THE TREASURY
Date: 12 May 2020
To: Minister of Finance (Hon Grant Robertson)
Deadline: None
(if any)
Aide Memoire: Project 20: Minim estic Levels -
Alert Level 2
Purpose
This Aide Memoire updates you o Zealand s) proposed minimum
domestic service levels under C lert Lev; Level 2).
Minimum Service Levels Level 2
Under the Terms Sheet si it NZ on 20 March 2020, Air NZ

must seek the Crown’s ntto vary i inium service levels for the duration of
the loan agreement.

In T2020/995 you\agreed, in pringi inimum domestic service level for Alert
Level 2, subje al decisio Government announces what activities will
be permitted u is alert level} the restrictions on those activities. The table
below outline W r this in-principle agreement.
2 ‘©peratjnal ports under Alert Level 2
uekl \f Tauranga

Wellington @ Hamilton

Christchurch % Invercargill

Dunedin Kerikeri

Nelson <2/Z New Plymouth

Napier > Palmerston North

N\

On 11 020, the Government announced that New Zealand would move to Alert

Level 2 on 14 May 2020 and extended domestic travel for recreation and tourism, so
long as appropriate public health guidance was followed, including physical distancing
on flights. Air NZ has also announced its proposed flight schedule under Alert Level 2.
In light of these announcements, the Treasury considers that the minimum domestic
services levels agreed in T2020/995 remain appropriate, with one additional port:
Queenstown (reflecting Queenstown airport’s contribution to tourism).

Treasury:4277912v1 COMMERCIAL-IN-CONFIDENCE 1
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COMMERCIAL-IN-CONFIDENCE

Process to confirm the Minimum Service Level for Alert Level 2

Historically, you have updated Air NZ’s minimum service levels via a letter signed by
you and Air NZ's Chief Executive. There are currently two letters confirming changes to
service levels. Within the next fortnight, the Treasury intends to provide you with the
final documentation for approval of the Air NZ loan facility. At this time, we will also
seek your final agreement to the minimum service levels under Alert Level 2, an

g %d 4

include the changes previously agreed to in the letters, relatip 910 Alert Levels

The minimum services schedule will be an attachment to the\lgan facility
documentation. This will ensure all changes to date are e CE des one pl@

Future changes to Alert Levels

For the duration of the loan agreement, you have'the ability to cha%&;é’s
d

minimum service levels. There could be point e future when sense to
reconsider the current minimum service levetsiforexample, if i istancing on
flights was no longer required for health reason

Physical distancing a

As requiredAir NZ is applying phy
Level 2. This means around 509

around 67% of seats on A32 i IR
reases e price of tickets; and means
ilable int can no longer be offered (which
r-inco alanders, restricting their ability to

and real economic costs fo,
on domestic flights; signifi
lower-priced tickets tha
disproportionately a
travel by air).

Whether physi ancing sh aintained will be a key consideration for any
adjustments te Alért evel 2 and move to Alert Level 1.

Danni Thian, SenierAnalyst, Commercial Performance, =B(2)a)®)

Juston Anderson; Acting Manager, Commercial Performance,

Treasury:4277912v1 COMMERCIAL-IN-CONFIDENCE 2
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TE TAl OHANGA
THE TREASURY
Treasury Report: Air NZ: Final Loan Documents ~
L &
Date: 21 May 2020 Report No: /2 1202011185 (>

File Number! \}\SE-1 3-2}\Pro\j‘e\ ¢20)

Action sought @)@

Action soq&@ /&eadlme
Minister of Finance sign m@éan doc 26 May 2020
(Hon Grant Robertson) & %
AN
AN
Contact for telephone di n (ifr

N NS

Name Position% <Z/7 Telephone 1st Contact

Dominic Milicich N NA s9(2)(g)(ii)
rform@t\q (wk)

Juston Anderson nager 59(2X9)(ii) N/A v
/§< rcial Pe@:@a/\oe (mob)
Minist{!ﬁf& acquired)
O UK
Return the signed re n documents to the Treasury. If referred, forward the report to the Minister
of Transport and th Minister of Finance (Hon Parker).

Q{V
Note any ( Y
feedback on

the quality of
the report

Enclosure: Yes (attached)
Air NZ Operating Finance Plan submitted 11 May 2020 with Treasury Policy
(Treasury:4281973v1)
Crown and Air New Zealand Facilities Agreement - Execution Version (002

(Treasury:4282060v1)
Air NZ - Sign off - CSFA [Signed] (Treasury:4281959v1)

Treasury:4270057v1 COMMERCIAL-SENSITIVE
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COMMERCIAL-SENSITIVE

Treasury Report: Air NZ: Final Loan Documents

Executive Summary

Under section 65L of the Public Finance Act 1989 you decided to provide Air New Zealand
(Air NZ) with a $900m standby loan facility, by executing a legally binding terms sheet that
specified the characteristics of that loan (the Term Sheet, T2020/642 refers). Air NZ and

officials have now finalised the loan documents that will govern the provision and operation

of the loan facility. Chapman Tripp has prepared the legal doc ts for the Cr and
KordaMentha has provided financial expertise and advice. G chs h s
provided input into the loan documents.

Attached to this report are: & @

i a Letter from Chapman Tripp 32X
Agreement) ding the Minimum

&

— A
AC

ii the Crown Standby Facility Agreement (

Services Schedule (at Schedule 10),
i the Approved Operating Plan.

A General Security Deed and Deeds Mortga signment will also require
your signature. These will be provi next %

T2020/1185 Air NZ: Final Loan Documents Page 2

COMMERCIAL-SENSITIVE
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COMMERCIAL-SENSITIVE

The Approved Operating Plan has been agreed and finalised. It includes a financial
projection for Air NZ against which its operating performance will be tracked.
s9(2)(b)(ii), s9(2)(i), s9(2)(i)

heetin
d that granting a loan in those
though there have been some

ast to grant the loan in the terms of
the loan documentation. O < blic interest test is detailed in this

Recommended Action

We recommendﬁ@ﬁ:

a p nder the painir
tragtional flightsypery
ally to Sin e and Hong Kong

b note th %e sury has taken into account the variations from the Term Sheet and

considé an to Air New Zealand as detailed in the Facility Agreement remains
nece ry“ar expedient in the public interest within the meaning of section 65L of the
Puk ance Act

c agree the grant of a loan to Air New Zealand in accordance with the terms of the
Facility Agreement is necessary or expedient in the public interest in accordance with
section 65L of the Public Finance Act
Agree/disagree.

d agree the loan to Air New Zealand will be made from the capital appropriation
approved by Cabinet on 23 March 2020 [CAB-20-MIN-0137]

Agree/disagree.

T2020/1185 Air NZ: Final Loan Documents Page 3

COMMERCIAL-SENSITIVE
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e sign the attached Facility Agreement, and
Agree/disagree.
f refer this report to the Minister of Transport and the Associate Minister of Finance
(Hon David Parker)
Refer/not referred.
Juston Anderson & @
Acting Manager, Commercial Performance i g g ;
Hon Grant Robertson g ; %
Minister of Finance @
T2020/1185 Air NZ: Final Loan Documents Page 4

COMMERCIAL-SENSITIVE
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COMMERCIAL-SENSITIVE

Treasury Report: Project 20: Final Loan Documents

Purpose of Report

1.

Attached to this report for your approval and signature is the Facility Agreement for the
standby loan facility for Air New Zealand Ltd (Air NZ). This%eport outlines thewnature

of the final deal and discusses the company’s projected fi al informati

@heet

included in the Approved Operating Plan.

2.  The Facility Agreement includes some variations fr legally binding
(Term Sheet) you executed on behalf of the Cro arch 2020 eport
therefore also sets out the Treasury’s assessment thatthe variations are non-material
and that the Treasury considers that the loa ir New Zealgnd;-detailed in the
Facility Agreement, remains necessary or i puiks erest within the
meaning of section 65L of the Public Fin

Background =

3. Under section 65L of the Pub@we Act
a person or organisation in-New Zealand ope
‘necessary or expedien public intere
March 2020, you decidgd\te provide Ai
Term Sheet that spe § c

4.  The main char sfies of the |
. borro Air New Zealand Aircraft Holdings Limited

a wholly o bsidiary of Air NZ. Air NZ will guarantee the
i rrower-under the loan documentation.

. i o tranches — Tranche A $600,000,000 and Tranche B
% ,000,0%
. uration@ ths from the date of the loan agreement.
. ss(z)(t® 820
. ©

T2020/1185 Air NZ: Final Loan Documents Page 5

COMMERCIAL-SENSITIVE



20200326 TOIA Binder Doc 17

Page 65 of 76

COMMERCIAL-SENSITIVE

Capital raising: the Crown can request (at any point from 6 months after
financial close) Air NZ to take all reasonably necessary steps to complete a
capital raising to repay the money owing to the Crown under or in connection with
the loan documentation. Air NZ's obligation to “take all reasonably necessary
steps” is subject to specified matters, including compliance with applicable law
and the NZX Listing Rules.

Convertibility: the Crown can request (at any point following financial close)
Air NZ to take all reasonably necessary steps to convert all or part of the money

owing to the Crown under or in connection with the | documentation; into
ordinary shares in Air NZ. Air NZ’s obligation to “ta reasonably sary
with a;@ w

steps” is subject to specified matters, including ¢
and the NZX Listing Rules.

v Air NZ fovid-1 9
alert level operational at any particular time, as spécified i Mirnimum Services
Schedule agreed between the Crown Z.

s9(2)(b)ii), S92)(i), s92)() @ @

Minimum services: service level to be mai

Key undertakings: a
Approved Operating Pla

Deed and Deeds of#A aft nd-Assignment (which have been prepared by
Bell Gully, Air o this report is a letter from Chapman Tripp
s9(2)(h)

6. s -
\, acility Agreement (Facility Agreement) — the contract
eterms and conditions of the loan, for your signature

. : ecurity Deed — under this document, Air NZ and the Borrower will

ach t security over its interests in all its present and future property to the
0 is will be provided for your signature next week)

. ds of Aircraft Mortgage and Assignment — under these documents, the
Borrower as the owner of the aircraft described in Schedule 2 of the Term Sheet
will grant security over all its present and future interests relating to that aircraft to
the Crown (also to be provided next week)

. Approved Operating Plan — an agreed financial projection for Air NZ against
which its operating performance will be tracked over the duration of the loan (the
final Approved Operating Plan will be attached to the loan agreement as a
schedule), and

. Minimum Services Schedule — the Crown’s requirements for minimum services
to be provided by Air NZ under each Covid-19 alert level.

T2020/1185 Air NZ: Final Loan Documents Page 6

COMMERCIAL-SENSITIVE
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COMMERCIAL-SENSITIVE

Crown Standby Facility Agreement

7.  The Facility Agreement primarily replicates the terms and conditions from the Term
Sheet. There are, however, a small number of cases where we have agreed variations
from the Term Sheet where the company raised operational or other concerns with the
original specification or where external circumstances have changed. We do not
consider that any of these variations are material changes to the agreement as
specified in the Term Sheet, but we identify them below so that you are fully aware on
the contents of the final agreement.

T2020/1185 Air NZ: Final Loan Documents Page 7

COMMERCIAL-SENSITIVE
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COMMERCIAL-SENSITIVE

22. Oncethel ent is signed, the Crown’s obligation to provide funding will be
condition tisfaction of conditions precedent listed in the loan agreement,
which for a facility of this nature.

Intemat' ong-haul service levels

23. The minimum international service levels contained in the Term Sheet require Air NZ to
fly at least once per week to both Singapore and Hong Kong. No other long-haul
destinations in Asia are required. Air NZ is seeking the Crown’s agreement to update
these minimum service levels to require two international flights per week to Asia - not
to specific locations.

24. The other international long-haul destination Air NZ is required to service is “North
America” (currently Los Angeles, but with flexibility to fly elsewhere if necessary).
Flights to Australia and the Pacific are short-haul; no changes are proposed to these
minimum service levels.

T2020/1185 Air NZ: Final Loan Documents Page 11

COMMERCIAL-SENSITIVE
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N\
Officials’ assessme ecuting tt
expedient in the publi rest’ A~

N\
@ubﬁc Finance Act 1989 (Act) empowers you, as
inistration of the Act, to lend money to a person or
dland or elsewhere if it appears to you to be ‘necessary or
erest’ to do so, and to make such a loan on any terms and

<&

cility Agreement is ‘necessary or

29.

30. m Sheet you decided that granting the loan to Air NZ was

t in the public interest. The Term Sheet is legally binding and,

31. Becat Facility Agreement contains some variations to the terms of the Term
mpleteness Treasury has considered whether those variations change the
sment of the public interest that was carried out at the time the Term Sheet was

executed.

32. The variations are non-material, as described in paragraph 8 of this report. In
summary, relevant to the public interest test, it is important to note that the Treasury
considers the variations do not change the risk/benefit assessment of the loan or its
effectiveness in meeting the Crown’s objectives identified at the time the Term Sheet
was executed.

33. The Treasury’s assessment follows,

T2020/1185 Air NZ: Final Loan Documents Page 12

COMMERCIAL-SENSITIVE
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Public interest

34. An explanation of the meaning of the term “public interest’ was described in T2020/642
and is not repeated in this report.

35. The Covid-19 pandemic continues to have a significant impact on people and the
economy worldwide with extensive travel restrictions imposed to slow down the spread
of the virus having an ongoing material adverse impact on the business of airlines.

36. The variations to the terms in the Term Sheet do not impact on the effectiveng

loan to Air NZ in securing the public policy outcomes sou the public i
(ensuring there are flights to repatriate New Zealanders ic

home; the continued availability of air freight capacity; '
cushioning the impact of the economic shock on w suppo, ‘iii; C

the near-term).

Necessary or expedient %
37. Air NZ significantly reduced capacity acr nefwork as the impact of

Covid-19 on travel demand. The Approve ting Plan.& ibed in this report
details the impact of this on Air NZ’s k& /Financi %Q: for Air NZ as a
company is not an objective of the ased loan, e s & means of delivering on

ers and existing creditors.

38. Air NZ continues to have few othe

has been tested throug

necessary to support Aip i periodof-disruption until it is in a position to

refinance or raise -% pital. W gre conclude that Crown support for Air
nleve t

he publigi st objectives identified above.

39. The princi n to Air NZ in the current uncertain environment is
that it will not b€ able to repay it\This risk was also present when the Term Sheet was

exec ed ane imipated. Like the Term Sheet, the Facility Agreement,
i - isie itigate this risk — for example the ability to convert the

includé
:I 4uity. %‘l"— to the Term Sheet do not change the nature or extent of
Benefits Q
40. The varié@e Term Sheet do not reduce or alter the benefits of providing the
O

loan (s confidence in Air NZ and minimising the risk of an immediate,
disorde utcome and the associated significant disruption that would make it more
di hieve the Crown’s objectives; keeping open future options, including equity

od facilitating them).

Assessment of risks and benefits against the public interest threshold

41. In light of the above, officials consider the clear public interest that was met by
execution of the Term Sheet will continue to be met through the terms of the Facility
Agreement. Taking into account the variations to the Term Sheet, which are non-
material, the benefits of the proposed loan outweigh the risks when mitigations are
taken into account; and the loan remains necessary. Accordingly, officials are of the
view that the legal test that the loan be necessary or expedient in the public interest
continues to be met.

T2020/1185 Air NZ: Final Loan Documents Page 13

COMMERCIAL-SENSITIVE
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Treasury Report: Air NZ: Security Documents

Doc 18
Page 70 of 76

TE TAI C)HANGA
THE TREASURY

Y2 /2

Date:

28 May 2020

Report No:

TN

File Number:

algdos
ESESTEE)

Action sought

%

Action sought (&) 2

m\ﬁe

Minister of Finance
(Hon Grant Robertson)

Sign the atta ity %Jm{e 2020
document &

Contact for telephone dlscuss® reqwre@;@?

Position /)Q) <$ Telephone

Name 1st Contact
Danni Thian Senior N/A v
Com a onnaaneQ@ (mob)
Juston Anderson Acti é\uja/ger, b  s9(2)(g)(ii)
/Co al Perforthance |

Minister’s pﬁeﬁong@a@md)

\Y

\¥

| Return thééjg}'e\cyéport an/cL é@ag}n)/e\/nts to the Treasury.

Note any
feedback on
the quality of
the report

Enclosure:

o%

Yes (attached)

s9(2)(b)(ii) and 9(2)()

Crown General Security Deed [Execution Version] (Treasury:4285450v1)

Air NZ - Sign Off - Security documents [Signed] (Treasury:4285436v1) |Add to worklist

Treasury:4282941v1

COMMERCIAL-SENSITIVE
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Treasury Report: Air NZ: Security Documents

Executive Summary

Last week, you signed the facility agreement to finalise the Crown’s loan to Air New Zealand
(Air NZ) (T2020/1185 refers). This report provides you with the loan’s accompanying security
documents, the General Security Deed and Deeds of Aircraft Mortgage and Assignment, for

your signature. Two copies of each document are provided for your signature, as this will
allow one to be kept by the Crown and the other by Air NZ. Onign the d nts,
he fo2

the loan will become operational and Air NZ can begin to drav

Sheet signed by the Crown and Air NZ on 20 March 2020, ely, that Air grant the
Crown general security, together with specific security~over aifcraft owhed by Air NZ. Only
specified aircraft are secured, as some of Air NZ'sfléet'is-subject to‘ather specific security

interests (by the relevant lender) or is leased. @
rity int Crown over all

asseés of asset (such as

The security documents confirm the security arrangemeg\g({t at' were agre! e Term

Specifically, the General Security Deed gr
present and future assets of Air NZ, save

leased aircraft and already mortgaged Mortgage and Assignment
is also to be taken over each of the aitc d Air NZ have agreed the
Crown is to have a specific securityi are listed in Schedule 6 of the

Facility Agreement and Schedule

The Deeds of Aircraft Mortgz
in the aircraft represent a
conventions. This mea f
recognised by the local authorities. ds also provide protections should specific parts
in the aircraft requir ent. %

Chapman Tripp ‘prepared these do% for the Crown. Attached to this report is its letter
confirming that the security documents-are consistent with the Term Sheet, and in a form that

is legally iate for the sign.
You h = y authafise asury officials to undertake any steps required to register:

financ ments cing change statements on the Personal Property Securities
Register,~and securit ts on the International Registry of Mobile Assets, in relation to
the Air NZ asset Crown will be taking security over (authorisation by email on 10
May 2020). %

St

that the Crown’s security interests
er international civil aviation
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Recommended Action

We recommend that you sign the attached General Security Deed and the Deeds of Aircraft
Mortgage and Assignment (two copies of each document), and

'Agree,disagree.

Juston Anderson @
Acting Manager, Commercial Performance & @

Minister of Finance

Hon' Grant Robertson @/

All attachments withheld - s9(2)(b)(ii), s9(2)(i), s9(2)(i)
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‘c, \ x:: \s ")}"
Reference:  T2020/2950 SE-1-3-21 (Project 20) (@ NN
TE TAI OHANGA
Date: 25 August 2020 THE TREASURY
To: Minister of Finance (Hon Grant Robertson)

Deadline: Before Air New Zealand releases its annual r@n 27 Augu 20

Aide Memoire - Air New Zealand’s Anr@

Announcement - Q&A

This Aide Memoire provides you with: %

. An overview of the Crown loan fa@ans, to \
conversation tomorrow with Air nd (Air @%
Walsh. %

% swer any questions
S u\‘e, aise by Air NZ. We expect

Suggested questions and

9(2)(i) s9(2)(b)(i

h@e date of the loan agreement.
/)

- Public statements on the loan interest rate were that for tranche A, it was
“expected to be between 7% and 8% per annum” and for the second
tranche “expected to be in the order of 9% per annum” with a 1% step-up in
rate on both tranches after 12 months.

Treasury:4333867v1 COMMERCIAL-IN-CONFIDENCE 1
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. Capital raising: the Crown can request (at any point from 6 months after
financial close) Air NZ to take all reasonably necessary steps to complete a
capital raising to repay the money owing to the Crown under or in connection with
the loan documentation. Air NZ's obligation to “take all reasonably necessary
steps” is subject to specified matters, including compliance with applicable law

and the NZX Listing Rules.
. Convertibility: the Crown can request (at any point follaxying financial
Air NZ to take all reasonably necessary steps to con: af-or the/mo

ne

owing to the Crown under or in connection with the fean.detumen

ordinary shares in Air NZ. Air NZ’s obligation t all reasonab
0

steps” is subject to specified matters, including npliance with

. s9(2)(), s9(2)(i), s9(2)(b)(ii)

. Key undertakings:
Approved Operati

@tement regarding the Crown’s intention
tement (T2020/2641 and via email on 12 August 2020).

reflected in th an facility that provides Air New Zealand with liquidity support
whilst the air; through to a permanent solution. Air New Zealand is engaging

constructj the Crown as it continues to assess its capital structure and funding
needs.”

Follo&A on Crown’s intentions

We have prepared a number of possible Q&A’s to support you to answer any follow up
questions. In general, our recommendation is that any answer should be true and
accurate and not misleading (including by omission) and go as far as possible in
addressing questions about the Crown’s future intentions.

We have requested Air NZ to refer any questions about the Crown’s intentions to your
office for comment.

s9(2)(g)(i), s9(2)()
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ity to Air NZ to answer. Air NZ will not have drawn down on
of the results announcement, but will have submitted its first

Q&A from Air NZ

Air NZ has also prepared a number of Q&A (below) to answer follow up questions
about the company’s intention to undertake a future equity raise:

Why haven'’t you done an equity raise yet? The Crown loan provides us with
short-term liquidity support. The Board is continuing to review the company’s
longer term capital structure but isn’t in a position to provide specific details at
this point.

Treasury:4333867v1 COMMERCIAL-IN-CONFIDENCE 3
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Isn’t it obvious that equity is required? As | said, we have short-term liquidity in
place — we always saw that as a short-term arrangement. We are continuing to
work through our future funding needs and what a solution could look like.

If you were to raise equity. what is the level you believe you need? What are you
solving for? Not going to discuss a transaction that hasn’t happened. As yg

know, we have historically taken a prudent approach t ing and liqui
levels and | think it has served us really well. : 2
Is the Crown holding up an equity raise? Will t ro upport ii e

been engaging constructively with the Crown si VID first hit, but I'm not in

in the loan facility which ma

to speak on behalf of the oVerrﬁnent, \ point to the statement we have
already made that the is looking aining its majority shareholding.
[We have asked A "‘ E Q_consider '-’r aking a statement that conversion to

equity would b

and/or shareh .%. provals; this already been explained as part of Air NZ's
announce of‘th€ loan agreemient on 20 March 2020.]

, 26 August 2020 (i.e. the amount of the drawdown request, and Air
Z’S Jatest forecast drawdown schedule).
. An overview of Air NZ's results, on 27 August 2020.
An updated Approved Operating Finance Plan for your approval, around 31
August 2020.

Danni Thian, Senior Analyst, Commercial Performance, $9(2)a)i)
Juston Anderson, Acting Manager, Commercial Performance,

Treasury:4333867v1 COMMERCIAL-IN-CONFIDENCE -
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