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5 November 2021 

 

David Stanley & Shelley Hollingsworth 

1 The Terrace 

Wellington 6011 

New Zealand 

(by email) 

 

 

Proposal to acquire a majority interest in Kiwi Group Holdings Limited. 

 

Dear Shelley and David, 

 

Over the past months, the Guardians has been in discussions with you and your team 

regarding the ownership structure of Kiwi Group Holdings Limited (KGHL). Following these 

discussions, this letter outlines the high-level parameters under which the Guardians 

suggests commencing commercial negotiations with a view to the Fund acquiring a majority 

stake in KGHL by purchasing some or all of NZ Post’s shareholding. 

There is significant work still ahead in reaching any form of agreement on commercial 

terms.  The parameters outlined in this letter should not be considered anything other than 

our preliminary thinking on an option which we believe offers benefits to all parties involved 

and to New Zealand, but without having engaged with the other shareholders at this time. 

Any eventual transaction would be subject to our Investment Committee and Board 

approval,  and full commercial agreement 

(including price) being reached with NZ Post. 

Please consider the parameters set out below as a holistic package. 

Background 

Next year, Kiwibank will have been in existence for 20 years. While it has enjoyed many 

successes and established a strong brand,

 the banking sector remains dominated by offshore banks making extraordinarily 

high profits.  

As you know, the Fund and ACC acquired 25% and 22% interests respectively in KGHL in 

2016 with the objective of supporting the next phase of growth for the KGHL Group by 

introducing a new shareholder base with available capital and commercial focus.  Since that 

point, Kiwibank has achieved significant loan book growth

[33]

[25] and [26]

[25] and [26][25]
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With Kiwibank now embarking on a multi-year enterprise-wide transformation plan, KGHL 

requires a commercially-driven, aligned shareholder base in order to drive its strategic 

direction, improve governance and enhance the speed of decision making: in particular, it is 

critical that the shareholder base is not capital-constrained. 

Furthermore, with majority control and available capital, we see the opportunity to improve 

Kiwibank’s competitiveness so that it becomes a real player of significant scale within the 

New Zealand banking sector: a world class financial service provider. Achieving this scale 

and success would maximise the value of our (and therefore taxpayers’) investment in 

KGHL, while driving competition and innovation in the New Zealand banking market and 

creating better customer outcomes. 

Key parameters for a viable proposal to acquire NZ Post’s shareholding. 

Based on our discussions, the following parameters need to be worked within in order to 

develop a proposal that is acceptable to both NZSF and the Government.  

1) To preserve the existing contractual arrangements (including the Crown Deed, 

Shareholders Agreement), and limit any changes to those required to recognise that NZ 

Post is no longer a shareholder. 

2) The Government will need to retain an ability to acquire KGHL should shareholders seek 

to sell their shareholdings at some point in the future.   

3) As a commercial investor, NZSF must retain a path to liquidity where it will be able to 

exit its investment in KGHL. 

4) The proposed structure must simplify the shareholding structure and facilitate improved 

decision making. 

5) Any proposed structure / changes to key documents must, to the extent possible, limit 

or eliminate any impact to ACC as an existing shareholder. 

6)  

 

Key Terms 

[33], [37], [38]

[25] and [37]
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Uncalled Capital Facility 

The Uncalled Capital Facility (UCF) was put in place at the time of the original transaction in 

order to replace the NZ Post guarantee and provide support to Kiwibank’s credit rating, in 

[25], [37] and [38]
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particular from S&P.  Since that point in time, Kiwibank has grown in size considerably and 

most recently has removed S&P as a ratings agency from its panel. 

There is currently discussion within KGHL around whether the UCF is fit for purpose in its 

current state, or indeed whether it is still even required by Kiwibank. Whilst no formal 

decision has been made in respect of the UCF, directionally, it is likely that the UCF is no 

longer needed and could be removed.  Whilst the UCF is not directly linked to or impacted 

by the acquisition of NZ Post’s shareholding, we are conscious that both NZ Post’s 

investment, along with the UCF, represent the Government’s two primary (non-public) 

sources of information regarding the ongoing performance and operation of KGHL. 

We are open to discussing any Government information requirements on a go forward basis 

in the event the UCF is terminated and NZ Post is no longer a shareholder. 

[33], [37], [38]
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Conclusion & next steps 

As we have discussed, the proposal outlined above is a preliminary one designed to set out 

the broad parameters on which we would be prepared to enter commercial negotiations, 

and has not been formally endorsed by the Guardians’ Investment Committee, nor received 

Board approval (the latter is required for transactions over a certain size and would be 

needed in the case of NZSF taking a majority stake). These final decisions are not able to be 

made until commercial terms are negotiated with NZ Post - 

   

We will be discussing this proposal with our Board on the 24th of November and will update 

you on the outcome of that discussion as soon as possible. 

As with any potential investment, we recognise and accept that any negotiation with NZ 

Post may not ultimately result in any successful transaction should we not be able to 

negotiate mutually agreeable terms.  In the interest of complete transparency, should a 

transaction with NZ Post ultimately not be successful, considering the existing challenges 

with the KGHL status quo that we have previously outlined, we would need to reassess our 

options with respect to the Fund’s ongoing investment in KGHL including a sale of our 

current shareholding. 

We greatly appreciate the engagement and support that you and your team have shown in 

working through this matter with us and look forward to progressing discussions further 

following any feedback from the Minister of Finance or Cabinet. 

 

Yours sincerely, 

 

 

 

Will Goodwin 

Head of Direct Investments 

[33], [37], [38]

[33]

[25], [37] and [38]


