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Action sought 

  Action sought  Deadline  

Minister of Finance 
(Hon Grant Robertson) 

Approve Air New Zealand’s proposal 
to make an equity investment of 

14 March 2022 

Associate Minister of Finance 
(Hon David Parker) 

Note the contents of this report 14 March 2022 

Contact for telephone discussion (if required) 

Name Position Telephone 1st Contact 

Daniel Madley Senior Analyst, Commercial Performance  

Juston Anderson Principal Advisor, Commercial Performance  

Minister’s Office actions 

Return the signed report to the Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: No 
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[25] and [37]
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Treasury Report:  Project 20: Update for the week of 7 March 2022 

Purpose of report 

1. This report seeks agreement from the Minister of Finance for Air New Zealand (Air NZ) 
to make an equity investment of  It 
also outlines the likely price that Air NZ will offer new shares to the market during its 
equity raise, which is likely to generate media interest once the pricing is announced 
(which is likely to be in the week beginning 28 March 2022). 

Background and analysis 

Equity investment in 

2. The terms of the Crown Standby Facility (CSF-1) require Air NZ to seek approval from 
the Crown for any material investments not expressly provided for in the Approved 
Operating Finance Plan. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
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10. The Treasury has no concerns regarding Air NZ’s proposal. The scale of the 
investment is small and it is in line with Air NZ’s strategy. We recommend that the 
Minister of Finance approve this equity investment by Air NZ. 

Air NZ equity raise – offer price 

11. Air NZ’s preferred date to launch its upcoming equity raise is the week commencing 
28 March 2022. The exact launch date has not yet been finalised. 

12. Existing Air NZ shareholders will be offered the right, but not the obligation, to 
subscribe for new shares on a pro-rata basis relative to the size of their existing 
shareholding, at a prescribed offer price. This is consistent with one of the Crown’s 
principles (previously communicated to Air NZ) that the equity raise should be 
undertaken on an equitable basis so as to not disadvantage existing shareholders. 

13. Any rights that existing shareholders choose not to take up can be traded to other 
investors on the NZ Stock Exchange (NZX). Any rights not taken up by the end of the 
offer will be sold to other investors in a bookbuild process, with any proceeds above the 
offer price distributed to shareholders who did not take up their rights, or did not sell 
their rights to others. As a result, existing shareholders will receive some value for their 
rights, if they choose not to exercise them. 

14. The offer price is likely to generate media comment at the time of the launch, building 
on previous media commentary expecting the offer price to be well below $1. Air NZ’s 
share price was $1.37 as of the close of NZX trading on 9 March 2022 (we note the 
share price has fallen significantly over the last 1-2 weeks, which is likely due at least 
partly to the recent sharp increase in world oil prices). 

15. It is standard for shares in a rights offer to be offered at a discount to the pre-offer 
market price. Not only is the company issuing new shares, thus creating a dilution 
effect, but a discount is generally required to incentivise investors to participate in the 
rights offer. This is particularly important for Air NZ given the relatively large number of 
‘retail’ investors that currently hold its shares. 

16. Air NZ and its commercial advisors have extensively considered what offer price would 
be appropriate, given the current market environment. The indicative pricing proposal, 
which is currently being considered by the Air NZ board and requires their approval, is 
for the offer price to be calculated as a discount to the Theoretical Ex-Rights 
Price (TERP) calculated with respect to the share price at the close of NZX trading on 
the date of the equity raise launch (planned for the week of 28 March 2022). The actual 
offer price will not be finalised until immediately before the launch of the equity raise. 

17. The Crown’s commercial advisors are working with Air NZ’s commercial advisors with 
respect to this process, and will advise the Treasury if any concerns arise. 

18. The TERP is calculated by (a) adding the companies’ current market value 
(approximately $1,540m as at 8 March 2022) to the total equity expected to be raised 
through the rights issue ($1,200m), and (b) dividing this sum ($2,740m) by the total 
number of new shares in existence after the rights issue is complete. 

19. Air NZ’s rights offer will be very large relative to its existing market capitalisation, and 
likely to involve a substantial number of new shares – indicatively, between around 

 new shares for each 1 share currently in existence.  

20. 

[25] and [37]
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21. Even though the Crown will be buying Air NZ shares, counter-intuitively, a lower offer 
price would marginally increase the cost of participating in the equity raise for the 
Crown: 

• since the offer size is fixed at $1,200m, a higher offer price means fewer new 
shares would be issued by Air NZ (new shares issued equals $1,200m divided by 
the offer price), and 

• since the Crown is targeting a shareholding of exactly 51% after the completion 
of the offer, and currently owns 51.9% of Air NZ’s shares, if fewer new shares are 
issued, the Crown would need to buy slightly fewer new shares to achieve 51%. 

22. The impact is not material. 

23. Apart from this immaterial impact, the Crown therefore has no interest in a ‘low’ or a 
‘high’ offer price. The Crown’s interest is an offer price set at a level that helps ensure a 
successful offer – i.e. a price that is ‘fair’ to investors, thereby encouraging them to 
participate.  

24. Ministers may be approached for comment in relation to the offer price and the launch 
of the equity raise. We will provide you with suggested talking points prior to the 
launch. 

25. We intend to provide you with a briefing on Thursday 24 March 2022 recommending 
that you exercise the authority that you have been delegated from Cabinet to finalise 
the Crown’s involvement in the equity raise. This will involve you (a) agreeing to the 
terms for the new Crown Standby Facility for Air NZ (CSF-2) and (b) signing a binding 
pre-commitment letter for the Crown to take up around  of new ordinary shares 
in Air NZ. You will need to sign this letter by Monday 28 March 2022 in order for Air NZ 
to be able to launch the equity raise later that week.  

Recommended action 

We recommend that you approve Air New Zealand’s proposal to make an equity investment 
of  
 
Agree/disagree. 
Minister of Finance 
 
 
 
 
 
 
Juston Anderson 
Principal Advisor, Commercial Performance 
 
 
 
 
 
 
Hon Grant Robertson Hon David Parker 
Minister of Finance Associate Minister of Finance 

[25] and [37]

[25] and
[37]

[25] and [37]
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