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Cabinet Economic
Development Committee
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 with the appropriate authority.

Airways Corporation of New Zealand Ltd: Establishment of Uncalled
Ordinary Share Capital Facility
Portfolios

Finance / AssociateState Owned Enterprises

On 22 July 2020, the Cabinet Economic Development Committee:
1

noted that as a result of the impact of COVID-19, on 18 March 2020, the Ad Hoc Cabinet
Committee on COVID-19 Response agreed to an Aviation Relief Package, which included
providing financial support to Airways of up to $70 million in the form of ordinary share
capital to help mitigate the immediate risks [25]
[CVD-20-MIN-0010];

2

noted that the aviation industry is continuing to face a severe decline in air traffic volumes
and, as a result, Airways is facing a severe decline in revenues and expects to deplete its
cash reserves by October 2020;

3

noted that:
3.1

under normal circumstances, Airways would recover shortfalls of revenues by
increasing prices to its customers in the following year;

3.2

[34]

3.3

[34]

4

noted that the Airways board, based on modelling reviewed by the Treasury, has requested
financial support of between [25]
period
during which it otherwise projects it will experience significant liquidity issues;

5

noted that:
5.1

there is a wide range of possible recovery rates for the aviation industry and,
therefore, for the amount of financial support Airways will actually require;

5.2

taking this into account, the Minister of Finance and Associate Minister for State
Owned Enterprises (shareholding Ministers) recommend a two-year financial support
package of $95 million;
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6

noted that capital injections via an uncalled ordinary share capital facility are preferred over
any debt arrangement [25]

7

noted that there is a possibility that Airways may not need all of the $95 million or may
require further, on-going support, depending on the speed of recovery of the aviation
industry;

8

noted that shareholding Ministers will send a letter to Airways’ board setting expectations
regarding prudent financial management;

9

agreed to provide Crown financial support to Airways of $95 million over two years by
establishing an uncalled ordinary share capital facility;

10

approved the following changes to appropriations to give effect to paragraph 9 above, with
a corresponding impact on net core Crown debt:
$ million increase/(decrease)
Vote Finance
Minister of Finance
Non-departmental capital expenditure
COVID-19: Capital injections to Airways
New Zealand

2020/21

2021/22

2022/23

2023/24

2024/25

45.00

50.00

-

-

-

11

agreed that the change to appropriations for 2020/21 above be included in the 2020/21
Supplementary Estimates and that, in the interim, the increase be met from Imprest Supply;

12

agreed that the expenditure incurred under paragraph 10 above be charged against the
COVID-19 Response and Recovery Fund established as part of Budget 2020;

13

authorised shareholding Ministers to give effect to the capital injection by establishing an
uncalled ordinary share capital facility through a shareholder resolution.
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