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Foreword

This report describes the financial performance of 44 government-
owned enterprises that have full or partial commercial objectives.  
Collectively these enterprises employ approximately 35,000 people 
and, as at 30 June 2012, held assets of over $102 billion, of which 
$55 billion is in commercially focused entities and $47 billion in 
investment funds. 

The Crown Ownership Monitoring Unit’s (COMU) goal is to facilitate improved 
commercial performance of the government-owned enterprises it monitors in line 
with shareholder preferences and priorities. As well as our advice to Ministers on 
financial performance, we also have a role in promoting transparency through public 
disclosure initiatives. The purpose of the Annual Portfolio Report (APR) is to provide 
further disclosure, in combination with stronger information flows from the enterprises 
themselves. 

The New Zealand economy continues to face challenges in the context of global 
market uncertainties while still adjusting to the impact of the Canterbury earthquakes. 
Given the tight financial situation, the Crown has a stronger emphasis on optimising 
the way in which its balance sheet is employed and as part of this strategy has higher 
expectations, as shareholder, in having cash freed up for priority initiatives.

In the year to 30 June 2012, the New Zealand business environment generally 
maintained a “holding pattern” in a challenging economic environment, although 
signals were mixed: the NZX50 Index was flat yet the NZX Small Caps Index increased 
by 17%. This was also reflected in mixed performances by international stock markets. 
The ASX (Australia), DAX (Germany) and Hang Seng (Hong Kong) all experienced 
index drops in excess of 10%, while the FTSE 100 (UK) dropped by around 5%. 
The North American NASDAQ and Dow Jones Indices both recorded modest rises 
(4% to 6%).

That share market indices were highly variable is a reflection of continued uncertainty 
around future economic conditions affecting different businesses in different ways.  
This, coupled with unfavourable hydrological conditions (which directly affect the 
electricity State-owned enterprises [SOEs]), sets a backdrop to generally modest 
performance levels across the portfolio.

The APR breaks its performance analysis into three main parts:

 � entities responsible for investing Crown funds (the Crown financial institutions, or 
CFIs)

 � companies where commercial performance is the priority (mostly SOEs), and 

 � multiple objective entities, comprising Crown research institutes (CRIs), corporatised 
airports (where the Crown is a partial owner), the Lotteries Commission, the New 
Zealand Venture Capital Fund and others (categorised as social assets within the 
Government’s Investment Statement).
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Crown financial institutions 

For CFIs, 2011/12 has seen modest absolute returns with poor equity market returns, 
particularly offshore, partially offset by strong gains from fixed interest securities.

The CFI portfolio section pinpoints the investing activities that contributed to, and 
detracted from, level of returns for the year. The section also isolates performance 
attributable to market swings generally, and also to active investment decisions 
taken by the CFIs, an area of success for the CFIs once again in 2011/12, as it was in 
2010/11. 

One aspect of CFI activity of interest is the level of participation in the New Zealand 
listed equities market, and the scope that exists for greater or lesser involvement in 
New Zealand equities. Although just 7.6% of CFI funds are in NZX stocks, the total 
value of CFI funds has grown by 23% over the past 30 months, while the NZX total 
market capitalisation has increased by just 1%. We do not regard the current level 
of aggregate CFI holdings in the NZX, or the total dollar exposures, as excessive. 
However, there is a limit to the scale of assets that can be invested in NZX listed 
companies. The special topic on page 38 examines this more closely.

With the Earthquake Commission’s investment assets expected to be depleted within 
two to three years in order to meet claims arising from the Canterbury earthquakes, in 
2011/12 the Board decided to reduce the potential volatility of investment returns. To 
this end, it completed the sell down of its equity portfolio (approximately 30% of total 
assets) in May 2012. Any claims that cannot be met by EQC are guaranteed by the 
Crown.

Commercial priority companies

Given challenging economic conditions, results of the commercial portfolio were mixed 
in 2011/12.  At a portfolio level, net profit after tax (NPAT) was negative as a result of 
asset write-downs, total shareholder return (TSR) declined to 3.4% (4.5% in 2010/11) 
and dividend yield of 2.5% was well below 4.3% earned in 2010/11. The commercial 
priority portfolio TSR could have been even lower (potentially negative) as Solid Energy 
had yet to finalise its Statement of Corporate Intent (SCI) at time of publication and its 
commercial value estimate has therefore been excluded from the TSR calculations.  
Given the current environment, it is reasonable to expect Solid Energy’s value as at 
30 June 2012 to be lower than the Board’s 2011 estimate.

The section on individual commercial priority entities highlights the challenges that 
entities such as NZ Post, Learning Media and Public Trust continue to face in profitably 
managing declines in core business areas whilst seeking to achieve earnings in new 
areas. There have also been resilient performances from Airways, Transpower and 
Animal Control Products, while Kordia’s and Genesis’ performances represented 
positive turnarounds from the previous year in terms of NPAT. 

Previous years’ APRs discussed the expectation that commercial priority portfolio 
companies translate a period of high investment into stronger profits and higher 
dividend yields. Given continued high investment in 2011/12, this remains an area 
of COMU focus, consistent with the Government seeking to optimise its balance 
sheet through reallocating capital to higher priority areas. To highlight this issue, we 
undertook a 10-year analysis of SOE investment and distribution patterns.  The results 
reveal a wide range of practices, with limited evidence that the greater investment levels 



page | 6

are translating into higher profitability and/or dividend streams.  See the special topic 
on page 42 for a summary of this analysis. 

To create value for the Crown, commercial priority companies must, over time, make 
a return that covers the Crown’s cost of borrowing, plus a margin that reflects their 
business risk. We rely on a range of measures to assess companies’ returns against 
this objective. TSR is an important trend metric and is reliant on credible estimates 
of commercial value. Market capitalisations can be highly volatile and commercial 
valuation models are dependent on a range of assumptions.  For example, the market 
capitalisation of Air New Zealand dropped by 23% from 30 June 2011 to 30 June 
2012 resulting in a TSR of -20%. However, we note that, since 30 June 2012, Air New 
Zealand’s share price has recovered to the extent that by 30 September its market 
capitalisation was above that 12 months earlier. Similarly, valuations can change 
significantly through relatively modest changes in core assumptions. This highlights the 
volatility of equity investment and emphasises that absolute caution must be taken with 
interpreting (unrealised) TSR at a point in time.  Such returns can only be measured 
with any certainty when the investment is actually realised. We include a valuation 
update as a special topic on page 34.

Board appointment activity

This year, the portfolio saw a relatively small number of new Chair appointments with 
five, compared to 13 in 2010/11. However, there was still an active approach towards 
Board composition with a total of 53 new appointments and 47 reappointments across 
the companies in the portfolio over the course of the year.  There was a lower number 
of new appointments owing to no scheduled Board activity in the lead-up period to the 
general election. This Board activity and resulting Board demographics are detailed on 
page 48.

Ability of realise value remains critical

Given the tight fiscal position that New Zealand faces in the context of ongoing 
challenges in the economic environment, efficient and effective balance sheet 
management is critical. Over 40% of assets on the Crown’s balance sheet are in 
commercial and financial assets.  The ability of commercially-focused companies and 
CFIs to create value and then, where appropriate, make that available for government 
priorities is more important than ever.

Andrew Turner 

Deputy Secretary, Crown Ownership Monitoring Unit 
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Flat global equity markets 

contributed to modest 

investment returns in 

2012, particularly in those 

funds with a high equity 

weighting...

...however, while the 

2012 result was not 

strong in absolute terms, 

we note encouraging 

trends against passive 

benchmarks...

...with four of the five 

funds trending positively 

against passive 

benchmarks over the 

2011/12 financial year.

The Crown’s Commercial and 
Financial Portfolio: Highlights

The Crown’s Commercial  

and Financial Portfolio 

represents over 40% of 

the Crown’s asset base...

…If managed well, its 

performance can support 

the Government’s public 

good priority expenditure

$47.2b 
Funds under 
management 

(2011: $45.3b)

$2.3b 
Investment returns 

(2011: $6.5b)

5.1% 
Return on funds 
(2011: 16.7%)
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Significance

Crown Financial Institution Performance
CFI returns and value added for 2011/12 (before tax and after fees)

%

■ Fund Return   ■ Benchmark/Reference Portfolio Return   ■ Value Added

CFI rolling three-year performance relative to passive benchmarks1

 %

— ACC   NZSF   — EQC   — GSF   NPF

1 Each fund has a reference portfolio which serves as a benchmark by which value 
added through active management can be assessed.



$3.1b 
EBITDAF 

(2011: $3.2b)

3.4% 
Total shareholder 

return 
(2011: 4.5%)

$501m 
Dividends 

(2011: $889m)

$2.9b 
Net capital  
expenditure 

(2011: $2.5b)

$18.2b 
Commercial value 

(2011: $18b)
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Commercial Priority Portfolio Performance
Total Shareholder Return – return composition

%

 ■ Dividend Return    ■ Value Gain Return   

Net capital expenditure, dividends and net operating cash flows2

$b

 

 ■ Net Capex   ■ Dividends Paid   Net Operating Cash Flows   

Dividend priority – Dividends as a proportion of dividends plus capital 
expenditure, 10 years to 2011/12

%

2    Excluding NZ Post and KiwiRail as they have non-standard (and high) demands 
for capital expenditure. 

High levels of capital 

expenditure continued 

with net capex 

exceeding the amount 

of cash generated by 

operations...

Commercial value 

(excluding KiwiRail and 

Solid Energy) is at a 

similar level to 2011...

...however, dividend yield 

has dropped resulting 

in a lower TSR for the 

portfolio.

...consistent with our 

analysis that distributions 

to the Crown have been 

lower priority than capital 

expenditure over the past 

10 years. 
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Composition of the Crown's 
Commercial and Financial Portfolio

The Crown’s Commercial Portfolio includes a diverse range of 
businesses with predominantly commercial objectives. They are 
expected to achieve levels of commercial performance comparable 
to non-Crown businesses.

The portfolio comprises the companies and commercial entities that fall under the 
monitoring jurisdiction of COMU, and consists of:

 � Crown-managed Funds: These five funds are managed on behalf of the Crown – 
Accident Compensation Corporation’s (ACC’s) Investment Fund, the Earthquake 
Commission (EQC), the Government Superannuation Fund (GSF), the New Zealand 
Superannuation Fund (NZSF) and the National Provident Fund (NPF).

 � Commercial Priority Companies: Eighteen companies operate, for the main part, as 
competitive commercial enterprises in competitive environments. They include all 
operational SOEs, TVNZ, Public Trust and Air New Zealand. Crown Fibre Holdings 
was included in this category in 2011. 

 � Multiple Objective Companies and Entities: These 21 entities have multiple 
objectives and/or do not fit easily in other categories. This category includes the 
CRIs, NZ Lotteries Commission and the Crown’s interest in airports. In addition 
to Crown Fibre Holdings, new entities in this category for 2012 are Crown Asset 
Management, Dispute Resolution Services and Southern Response.

The Crown’s portfolio represents a combination of:

 � entities retained in Crown ownership subsequent to the Crown asset sale 
programmes of the 1980s and 1990s (most current SOEs and the CRIs)

 � new entities established with a commercial mandate, where the Crown has some 
facilitatory role (eg, New Zealand Venture Investment Fund [NZVIF], Research and 
Education Advanced Network New Zealand [REANNZ], NZSF, Southern Response, 
Crown Asset Management, Crown Fibre Holdings), and

 � entities that have been repurchased after a period of private ownership (eg, Air New 
Zealand, KiwiRail).

The resultant portfolio has significant exposures in the financial, transportation and 
energy sectors.

A feature of the sector composition in 2012 is that the value of transport sector assets 
has almost halved from $17.6 billion in 2011 to $8.7 billion in 2012. This is largely 
as a result of the significant write-down in KiwiRail’s assets (see page 23 for further 
discussion).
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Figure 1 – Portfolio sector profile – Asset values as at 30 June 2012

Source: Company Annual Reports, COMU
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The Crown’s Commercial Portfolio is described in Table 1 which lists entities by entity 
form and portfolio classification.

Table 1 – The Crown’s Commercial Portfolio

State-owned Enterprises Crown Companies Crown Entities

Commercial 
Priority  
(18)

Airways 

Animal Control Products

AsureQuality

Genesis 

KiwiRail

Kordia

Landcorp

Learning Media

Meridian 

MetService

Mighty River

New Zealand Post

Quotable Value

Solid Energy

Transpower 

Air New Zealand (73%)

TVNZ

Public Trust 

Crown-
managed 
Funds

(5)

ACC (Fund only)
EQC
GSF 
NZSF
NPF*

Multiple 
Objective 
Companies 
and Entities

(21)

CRIs:
 � AgResearch
 � ESR
 � GNS Science
 � Industrial Research Ltd 
 � Landcare Research 
 � NIWA
 � Plant & Food Research
 � Scion (Forest Research)

Airports:
 � Christchurch Airport (25%)
 � Dunedin Airport (50%
 � Invercargill Airport (45%)
 � Hawke’s Bay Airport (50%)

Crown Asset Management

Crown Fibre Holdings

Dispute Resolution Services

Health Benefits Ltd

NZVIF

Radio NZ

REANNZ

Southern Response

NZ Lotteries Commission

*     Technically, NPF is a body corporate.
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Crown Financial Institution 
Performance
Introduction

The portfolio of five CFIs totalled $47.2 billion at year end. In aggregate, 
the portfolio delivered modest absolute returns in 2011/12, with poor 
equity market returns offset by strong gains from fixed interest securities, 
especially New Zealand bonds. Active management decisions added 
value over the year across the portfolio, building on value added in 
2010/11, while longer-term performance continues to lag expectations as 
income assets have outperformed equities over the past decade.

Market returns in 2011/12

Figure 2 shows the return from the main asset classes over the year 
to 30 June 2012. The returns shown are for the respective benchmark 
indices in each asset class over the period. Key themes over the year 
were:

 � returns from New Zealand and global bonds were very strong

 � equity markets remained volatile, with global markets losing value 
over the year, and

 � the performance of the NZ dollar against its major overseas 
counterparts was mixed, strengthening relative to the euro and 
Australian dollar and weakening against the US dollar, yen and 
pound.

Figure 2 – Asset class returns for 2011/12
 %

Source: COMU

*     Difference between unhedged and hedged global equity benchmarks; representing a basket of overseas  
 currencies.

Accident Compensation 
Corporation (ACC):  reserves 
to provide for the future costs 
of comprehensive accident 
insurance. 

Government Superannuation 
Fund (GSF):  “defined benefit” 
retirement savings scheme for 
public sector employees. Now 
closed to new members.  

New Zealand Superannuation 
Fund (NZSF): partial funding 
for future New Zealand 
Superannuation obligations.

Earthquake Commission (EQC): 
cover for earthquakes and other 
natural disasters. 

National Provident Fund (NPF):  
a collection of 11 superannuation  
schemes, most relating to specific 
industries and all now closed to 
new members.
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Performance relative to benchmark

Figure 3 shows the returns for each entity during 2011/12 (before tax 
and after fees) and the return on their respective reference portfolio or 
passive benchmark as appropriate. The value added shown in the chart 
is the difference between the fund return and the respective benchmark 
or reference portfolio return. 

Figure 3 – CFI returns and value added for 2011/12 (before tax and after fees)

 %

■ Fund Return   ■ Benchmark/Reference Portfolio Return   ■ Value Added

Source: COMU

NZSF and NPF significantly outperformed their respective reference 
portfolio and aggregate benchmark over the period. EQC also 
outperformed its benchmark (primarily as a result of being underweight 
equities as it sold down its equity portfolio in the second half of the 
year). ACC performed near benchmark over the year while GSF 
underperformed its reference portfolio. 

Value added through active management in financial year 
2011/12

Last year we reported that active management had added significant 
value to the equivalent passive return on the CFI portfolio’s assets. 
In 2011/12 the CFI portfolio outperformed its aggregate benchmark 
return by 0.6% after fees and costs (outlined later in this section). This 
equates to an additional return of approximately $270 million relative to a 
passively managed portfolio.

Table 2 summarises the key contributors to value added (or lost) over 
the 2011/12 financial year, split by the different key active investment 
strategies employed by each of the CFIs (see sidebar). For each CFI, 
the key contributors to relative performance (both positive and negative) 
are in bold. EQC has been excluded from the analysis as it ceased using 
active management strategies during the year following the sale of its 
global equity portfolio. 

Adding value through active 
management decisions

In general terms CFIs can 
add value to a benchmark or 
reference portfolio through one 
or more of the following active 
investment decisions: 

 � Stock selection decisions – 
employing active investment 
management (using external 
investment managers 
or in-house investment 
management) to attempt 
to outperform a market 
benchmark.

 � Asset allocation decisions – 
deliberately overweighting 
or underweighting particular 
asset classes based on an 
assessment of fair value.

 � Investing off benchmark – 
introducing assets (eg, private 
equity or other alternative 
assets) that do not form part 
of the reference or benchmark 
portfolio.

As well as active decisions, value 
added (or lost) during a period 
may result from other factors 
relating to portfolio completion 
(the act of investing the portfolio 
over the period) and/or drift 
(where asset allocations differ 
from benchmark as a result of 
market movements rather than 
conscious investment decisions). 
Each entity varies in the extent 
to which it employs each of the 
strategies above.
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Table 2 – Attribution of value added or detracted over the year

Strategy Positive contributors Negative contributors

NZSF Stock selection NZ equity managers

Global fixed income 
managers

Multi strategy managers

Large cap equity managers

Asset allocation Foreign currency tilting

Off benchmark strategies Private equity

Infrastructure

Direct arbitrage strategy

Insurance investments (life 
settlements and catastrophe 
bonds)

ACC Stock selection NZ Bond portfolio

Asset allocation Increased exposure to global 
equities

Foreign currency tilting

Overweight interest rate 
exposure  
(through derivative overlay) 

Underweight North America 
in global equities

Off benchmark strategies N/A N/A

GSF Stock selection Global fixed income 
managers

Global equity managers 

NZ equity managers 

Asset allocation Foreign currency tilting

Off benchmark strategies Allocation to alternative 
investments

Emerging market equity 
managers

Cash exposure

NPF Stock selection Global fixed income 
managers

Asset allocation Foreign currency tilting

Off benchmark strategies N/A N/A

 
We note that a year is a relatively short investment time horizon; many investment 
decisions are made with a medium-term (one to three years), or longer, time horizon in 
mind. In any year there will be some active decisions that add value and some that lose 
value. Over time we would expect that in aggregate the active investment decisions 
of the CFIs add value to the Crown’s portfolio, thereby helping to reduce the future 
burden on the Crown of financing the obligations they have been set up to cover. It is 
encouraging to see that active investment decisions have added value on an after fees 
basis across the bulk of the CFI portfolio in the last two financial years. 

Value added over rolling three-year periods

Looking at value added over a longer timeframe, Figure 4 shows the rolling three-year 
added value of each of the CFIs relative to their respective benchmarks; that is, the 
first data points show the value added by each CFI over the three-year period ending 
30 June 2007. We note that investment strategies are subject to change over time; 
however, where active management is broadly adopted (as in the case of NZSF, ACC 
and GSF) we would expect to see a consistent level of value added over most three-
year periods.
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Figure 4 – CFI rolling three-year performance against passive benchmarks

   %

— ACC   NZSF   — EQC   — GSF   NPF

Source: COMU

ACC has consistently added value of 1% p.a. or more over three-year periods since 
30 June 2004. The performance of NZSF has been impacted by value lost during 
the 2008/09 financial year but significant value has been added over the most 
recent three-year period (+2.5% p.a.). EQC performance has been near benchmark 
across the whole period shown while the GSF and NPF portfolios have consistently 
underperformed their respective benchmarks.

Longer-term performance

Total funds under management have grown from $33.7 billion at the start of 2007/08 
to $47.2 billion at the end of 2011/12. In 2011/12, funds under management increased 
by $1.9 billion owing to $2.0 billion of net (after tax) returns and net outflows of 
$118 million.

Table 3 – Summary of managed funds

$m 2008 2009 2010 2011 2012 5-Year

Funds under management (FUM)*

 Opening FUM  33,740  34,878  34,299  39,460  45,333  33,740 

 +/- Investment returns  (757)  (3,608)  4,465  6,538  2,269  8,907 

 +/- Tax  (220)  524  (467)  (894)  (262)  (1,318)

 +/- Cash inflow/(outflow)  2,115  2,504  1,163  228  (118)  5,892 

 Closing FUM  34,878  34,299  39,460  45,333  47,221  47,221 

Returns % p.a.

Weighted return** (2.3%) (9.8%) 12.8% 16.7% 5.1% 4.1%

* Totals may not add owing to rounding.

** Sum of returns for each fund weighted by the proportion of that fund in the portfolio.

The five-year return on the CFI portfolio’s assets is 4.1% p.a. This compares with the 
return on the New Zealand Government Stock Index of 8.9% p.a. and the average yield 
on 10-year Government Bonds of 5.4% p.a. over the five-year period.
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Figure 5 shows the total long-term fund return, passive benchmark or reference 
portfolio return and return expectation or objective3 for each CFI on an annualised 
basis. Note that return periods differ for each CFI as follows: NZSF from 1 October 
2003; ACC from 1 July 2001; EQC from 1 January 2004; GSF from 1 January 2002; and 
NPF from 1 July 2006.

Figure 5 – Long-term CFI returns to 30 June 2012 (before tax and after fees)

 % 

■ Return   ■ Passive Benchmark   ■ Fund Objective

Source: COMU

All of the CFIs have delivered positive returns over these periods. ACC has 
outperformed both its passive benchmark and return objective over the period; NZSF 
has outperformed its passive reference portfolio but is behind its return expectation 
since inception; returns for EQC, GSF and NPF are near or just below benchmark over 
the respective periods, with EQC and GSF well behind their individual fund objectives. 

We note that the long-term performance objectives of GSF and EQC are expressed 
relative to the performance of New Zealand Government bonds which has been the 
strongest performing mainstream asset class over the past five years and strongly 
outperformed global equities over the past decade. The objective for ACC is expressed 
relative to its passive benchmark return (+0.5% p.a.) and the performance expectation 
for NZSF is expressed relative to New Zealand cash (Treasury Bills +2.5% p.a.). The 
historic objective for EQC ceased to be relevant following the decision to sell down 
its global equity portfolio in the second half of the year. This was in the anticipation of 
paying out on claims arising from the Canterbury earthquakes. The objective for EQC 
has been revised accordingly to reflect its new asset allocation (now a mix of bonds 
and cash).

Asset allocation

The investment strategies adopted by the CFIs reflect the different objectives and 
investment horizons of each entity. While each CFI is responsible for determining its 
own investment strategy, the aggregate asset allocation is useful in helping the Crown 
understand its overall risk exposure. At year end, approximately 60.2% ($28.4 billion) 
of the total CFI portfolio was invested in growth assets. This compares with 60.5% 
invested in growth assets at the end of 2010/11. Growth assets typically include 
equities, property, commodities and unlisted equity investments. These assets are 

3 GSF has a long-term return expectation of NZ Government Stock plus 2.5% p.a. after tax. The objective 
shown in Figure 5 for GSF is expressed on a before tax basis for comparison purposes. NPF is an aggregate 
of 11 separate schemes, each with its own investment strategy and passive benchmark. As such, NPF does 
not have an overall objective.
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generally more risky than income assets such as bonds and cash. The CFIs expect to 
be compensated for this extra risk by receiving an additional return relative to income 
assets over time. Figure 6 shows the breakdown of assets in the CFI portfolio as at 
30 June 2012.

Figure 6 – Asset allocation – all CFIs 30 June 2012

Source: COMU

Investment management costs

The cost of managing the CFI funds is significant. CFI investment management 
expenses for the last three years are shown in Table 4 below. Caution must be taken 
when comparing the relative expenses between the CFIs because each CFI has a 
different asset allocation. Expenses for managing equities and other growth assets 
are generally higher than for bonds so those entities with lower allocations to equities 
(ACC, EQC and NPF) will typically have lower expenses. 

Table 4 – CFI investment management expenses (including operating and staff costs)

2011/12 2010/11 2009/10

CFI $m % of fund $m % of fund $m % of fund

NZSF 110.7 0.58 113.4 0.65 78.7 0.53

ACC 54 0.28 43.2 0.28 38.9 0.31

EQC 4.9 0.12 7.6 0.14 8.7 0.15

GSF 23.1 0.75 28.8 0.94 24.3 0.87

NPF* 6.5 0.37 8.9 0.51 7.1 0.42

Total 199.2 0.42 201.9 0.47 157.7 0.43

Source: CFI Annual Reports 

* NPF fees relate to NPF financial years ending 31 March.

Having regard to the different asset allocations, our assessment of relative value is 
that ACC continues to be the most cost efficient of the CFIs. ACC has made extensive 
use of in-house investment management which in general is less expensive than 
outsourcing management to external fund managers. CFIs need sufficient scale (the 
likes of ACC and NZSF) in order to successfully adopt in-house management. NZSF 
continues to look for opportunities where it believes in-house management offers 
benefits over outsourcing. 

The increase in expenses for NZSF and GSF in 2010/11 and 2011/12 relate primarily 
to the payment of performance-related fees resulting from the strong performance of 
some of their external fund managers. 



page | 20

CFI performance summary

While ACC’s absolute returns have been boosted by fixed income returns over the 
past decade, relative returns have also been consistently good, averaging over 
1% p.a. above its aggregate passive benchmark. NZSF has performed well relative to 
benchmark over the past three years and continues to seek opportunities to manage 
costs and add value by utilising in-house expertise. 

It is encouraging to see that over the past two years the active investment strategies 
employed by the CFIs have in aggregate added value after fees to the Crown’s CFI 
portfolio.
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Commercial Priority Portfolio 
Overview
Performance summary

There are 18 entities included in the Commercial Priority portfolio. These comprise 15 
SOEs, plus Television New Zealand, Public Trust and Air New Zealand. These entities 
operate, for the main part, as commercial enterprises in competitive environments. 

In challenging economic conditions, results of the Commercial Priority portfolio were 
mixed in 2011/12

Key highlights for 2011/12: 

 � Operating profitability as measured by earnings before interest, tax, depreciation, 
amortisation and fair-value adjustments (EBITDAF) remained flat at $3.1 billion. 
This is despite revenue increasing by 11.7% to $15.1 billion, as higher wholesale 
electricity prices, given the integrated nature of the generator-retailers, were largely 
offset by higher retail electricity purchase costs.

 � The portfolio generated a net loss after tax of $1.8 billion driven by a restructuring of 
KiwiRail’s balance sheet and reductions in bottom line results for Meridian and Solid 
Energy, affected by hydrology and coal market deterioration respectively. 

 � There was significant capital expenditure of $3.0 billion reflecting Transpower’s 
investment to enhance the National Grid, KiwiRail’s upgrade to the rail network and 
electricity generation development projects by Meridian and Mighty River Power.

 � Gearing for the portfolio continued its upward trend, increasing from 37.8% to 44.1% 
(excluding NZ Post and KiwiRail gearing increased from 30.5% to 33.7%).  

 � TSR was 3.4% driven by a marginal 0.8% increase in the value of the Commercial 
Priority portfolio combined with a 2.6% dividend return. Note: Solid Energy was 
excluded from the TSR calculation this year as its SCI had not been finalised. 

 � Dividends paid of $501 million were lower than the previous year’s record of 
$889 million which included a $521 million special dividend from Meridian owing 
to the sale of the Tekapo A and B stations. Note that, of Transpower’s $315 million 
dividend declared for the 2011/12 financial year, only the interim payment of $110 
million is included in dividend payments for 2011/12, as the final dividend payment 
was not made until the 2012/13 financial year.
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Portfolio review

Assessing performance at a portfolio level must be undertaken with some caution 
owing to the portfolio being made up of a diverse range of companies operating 
in a variety of different industries. High-level comments at a portfolio level risk 
being dominated by movements in the large companies or sectors that are overly 
represented. In particular, the three generator-retailers (Meridian, Genesis and Mighty 
River Power) account for two-thirds of the Commercial Priority portfolio’s value and 
contribute a significant share of portfolio earnings. While their performance has a 
significant influence on portfolio results it does not necessarily reflect the factors 
affecting other companies within the portfolio. We encourage you to also read 
the individual company summaries from page 63 which explain specific company 
performance in more detail.

It is also important to note this year that KiwiRail significantly restructured its balance 
sheet. This has significantly impacted the return on equity (ROE) and return on capital 
employed (ROCE) performance metrics for 2012 as highlighted in Table 5 below. In 
particular, the restructure resulted in a $2.2 billion impairment loss that was charged 
to KiwiRail’s Statement of Financial Performance for the year ended 30 June 2012. We 
provide a special commentary on the rationale and financial impact of this restructure 
on the next page. The table of metrics on page 24 excludes the impact of KiwiRail (and 
NZ Post) on the portfolio. 

Table 5 – Commercial priority companies – five-year performance metrics

 2008 2009 2010 2011 2012

TSR* 19.4% 2.0% 19.3% 4.5% 3.4%

Dividend yield* 3.1% 1.6% 4.2% 4.3% 2.4%

Dividend payout** 62.0% 65.7% 121.0% n.m. 117.1%

ROE 3.1% 2.4% 2.7% 2.7% (7.5%)

Adjusted ROE 9.8% 9.9% 8.8% 8.6% (17.4%)

ROCE 7.3% 6.1% 5.8% 5.6% (3.3%)

Operating margin 18.7% 19.3% 22.7% 23.4% 20.6%

Generator efficiency $37.34 $44.51 $45.17 $51.98 $49.86 

Net gearing 30.4% 35.1% 38.8% 37.8% 44.1%

Interest cover 3.3 2.6 3.4 3.0 2.7

Solvency 0.4 0.3 0.3 0.4 0.4

* KiwiRail is excluded from this metric owing to significant changes in its valuation methodologies over 
the past few years. For example, in 2010/11 KiwiRail changed the methodology it uses to determine the 
commercial value of the Crown’s investment from the book value of equity to a discounted cash flow 
methodology. This resulted in KiwiRail’s commercial value decreasing from $12.4 billion to a negative value 
of $484 million. KiwiRail would, therefore, significantly skew this metric if it were to be included. For 2012, 
Solid Energy has also been excluded as its SCI had not been finalised.

** NZ Post’s large negative operating cash flows as a result of the accounting treatment for its subsidiary 
Kiwibank, have distorted the 2010/11 figure and therefore the 2010/11 dividend payout result is not 
meaningful (n.m.).
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KiwiRail’s balance sheet restructure

On 27 June 2012, KiwiRail announced it would be restructuring its balance sheet and 
corporate structure to more accurately reflect its commercial objectives as an SOE. 

As a result, as at 30 June 2012, KiwiRail’s non-land assets were revalued to reflect their 
commercial values. This resulted in a reduction in the carrying value of these assets of 
$7.1 billion: $4.9 billion of this reduction was covered by existing revaluation reserves 
held against these assets within shareholders’ equity, with the remaining $2.2 billion 
being recorded as a charge in KiwiRail’s Statement of Financial Performance. 

In addition to the reduction in KiwiRail’s non-land asset values, KiwiRail’s land was 
revalued down by $2.6 billion. KiwiRail’s land valuation still reflects its objective of 
being held for the public benefit it provides, rather than for commercial reasons. This 
reduction in value results from a combination of market conditions and refinement of 
the methodology used by KiwiRail’s independent land valuers. 

Whilst the reduction in asset values was reflected in KiwiRail’s financial statements 
for the year ended 30 June 2012, the new corporate structure will not take effect until 
1 January 2013 to allow the operational and legal processes to be completed. The new 
structure will be reflected by:

 � A new SOE being created which will have vested in it the railway assets and liabilities 
(at their commercial values). This new SOE will undertake all railway operations, and 
will be named KiwiRail Holdings Limited.

 � New Zealand Railways Corporation (NZRC) will remain as an SOE but will only hold 
the land and undertake minimal operational activities. 

 The key benefits to both KiwiRail and the Crown from the change in approach are:

 � KiwiRail’s Board and management can be more easily held to account for 
commercial performance. 

 � KiwiRail will have a balance sheet that reflects the commercial value of its business 
from which it should be able to derive a commercial return.

 � It supports KiwiRail’s long-term objective of becoming financially self-sustaining by 
2020.  
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Discussion on portfolio excluding KiwiRail and NZ Post

Both NZ Post and KiwiRail have large and varying balance sheets that impact 
on a number of key metrics, skewing some overall portfolio results. NZ Post has 
approximately $14 billion of financial assets and liabilities and KiwiRail’s balance sheet 
has experienced significant change over the last few years. These significantly impact 
dividend payout, ROE, ROCE, net gearing and solvency, masking the portfolio result. 
Therefore, in order to make a more meaningful assessment, the following table makes 
an adjustment for NZ Post and KiwiRail. 

Table 6 – Commercial priority companies – five-year performance metrics (excluding NZ Post  
and KiwiRail)

 2007/08 2008/09 2009/10 2010/11 2011/12

Dividend payout 45.4% 27.6% 98.6% 105.5% 56.0%

ROE 5.3% 2.4% 3.8% 5.3% 2.6%

Adjusted ROE 10.1% 7.6% 9.0% 11.8% 7.1%

ROCE 10.6% 8.2% 9.9% 10.7% 8.1%

Net gearing 24.9% 25.5% 29.1% 30.5% 33.7%

Solvency 0.9 0.9 0.8 0.8 0.9

 � Dividend payout in 2011/12 was lower than the previous year. In 2010/11 Meridian 
paid a $521 million special dividend owing to the sale of the Tekapo A and B 
stations.

 � ROE, after improving over the past few financial years, experienced a decline in 
2011/12. This was largely driven by Meridian and Solid Energy’s lower net profit 
results. Solid Energy reported a net loss after tax of $40.2 million after recording 
asset impairments of $110.6 million relating to its underground mining, renewable 
energy and coal seam gas assets. Meridian’s NPAT of $74.6 million was significantly 
lower than its NPAT in 2010/11 of $303.1 million. This was primarily a result of 
Meridian experiencing dry conditions in the South Island, and the prior year 
including a one-off gain on the sale of the Tekapo A and B stations of $157.4 million.    

 � Net gearing continued its increasing trend over the past five years increasing from 
30.5% in 2010/11 to 33.7% in 2011/12.

Discussion from this point onwards is on the total portfolio, unless otherwise stated.   
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Company financial performance 

Revenue experienced growth...

Total revenue increased by 11.7% from $13.5 billion to $15.1 billion. The three 
generator-retailers were the main contributors with their combined revenues increasing 
$1.3 billion. This was owing to record low hydrological conditions in the South Island 
resulting in significantly higher wholesale electricity prices. Given the integrated nature 
of the generator-retailers this also results in higher retail electricity purchase costs 
for these companies. Though not to the same degree, Air New Zealand, Transpower, 
Kordia and Solid Energy also experienced increases in revenue.  

Figure 7 – Revenue growth and profitability 2007/08 to 2011/12

   $m $m       

— NPAT (LHS)   — EBITDAF (LHS)   Revenue (RHS)

Source: COMU

...but operating earnings were flat...

As a result of the electricity market conditions discussed above, the higher revenue 
was offset by associated higher costs and has resulted in flat operating earnings with 
EBITDAF similar to the previous year at $3.1 billion. This, however, reflects earnings at 
the portfolio level. To illustrate the diverse nature of the Commercial Priority portfolio we 
have provided some commentary on the smaller companies in the portfolio on page 32.  

...and asset write-downs resulted in a negative bottom line

The portfolio generated a net loss after tax of $1.8 billion. However, this includes 
a significant reduction in the value of KiwiRail’s assets as part of its balance sheet 
restructure. We have provided a special commentary on this matter on page 23. 
If KiwiRail is excluded from this year’s result, the portfolio produced an NPAT of 
$552.1 million, which is 26.9% lower than the previous year. This decrease was largely 
driven by Meridian and Solid Energy’s lower net profit results. 

Meridian's reduced profitability was in part owing to adverse hydrological conditions. 
Meridian considers that, compared with 2008, the last significant dry year, the situation 
was managed much better this time. This was achieved by adopting a conservative 
approach to generation, pulling back its customer acquisition strategy and actively 
hedging its contract exposure. 
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Capital expenditure and balance sheet

Companies continue to invest...

In 2011/12, companies in the Commercial Priority portfolio in aggregate spent $3 billion 
on capital expenditure. Over the past five years, total capital expenditure has been 
significant. Figure 8 provides further detail on the companies that have been the key 
drivers of this expenditure.

Figure 8 – Capital expenditure, 2007/08 to 2011/12

  $m

■ Generator-Retailers   ■ Transpower   ■ Air NZ   ■ Solid Energy   ■ KiwiRail   ■ Other Capex

Source: COMU

As can be seen from Figure 8 above, the generator-retailers (Meridian, Genesis Energy 
and Mighty River Power), Transpower, Air New Zealand, Solid Energy and KiwiRail have 
invested heavily over the past five years.  

For 2010/11, capital expenditure included Genesis Energy’s purchase of the Tekapo 
A and B hydro electricity generation assets from Meridian for $821 million (this also 
resulted in Meridian being able to pay a much higher dividend in 2010/11).

Some of the major projects over the past five years include: 

 � Mighty River Power’s geothermal electricity generation developments

 � Meridian’s investment in new wind farms, including a large development (Macarthur) 
in Victoria, Australia 

 � Transpower’s North Island Grid Upgrade, North Auckland and Northland (NAaN) and 
High Voltage Direct Current (HVDC Pole 3) electricity transmission projects

 � Air New Zealand investing in new aircraft

 � Solid Energy’s development of its coal mine operations, and

 � KiwiRail investing in upgrading its train network and infrastructure.

If companies are making good investment decisions then this should lead to an 
improvement in financial performance and higher dividend returns to the shareholder.  
In practice, evidence to date is limited that returns commensurate with the level of 
investment have been achieved. However, investments are largely longterm, and we 
will continue to monitor closely.
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...reflected in an increase in gearing 

Over the past five years, gearing of the Commercial Priority portfolio has increased from 
30.4% in 2007/08 to 44.1% in 2011/12. NZ Post’s liabilities in particular have increased 
significantly over this time, reflecting the substantial growth in its subsidiary Kiwibank.  
Adjusting for the impact of KiwiRail’s and NZ Post’s respective balance sheets (that 
tend to skew this metric at a portfolio level), gearing has increased from 24.9% to 33.7% 
over the five-year period.  

Figure 9 – Gearing, 2007/08 to 2011/12

 %

— Net Gearing    — Net Gearing excluding NZ Post and KiwiRail

Source: COMU

Over this time, the generator-retailers and Transpower had the ability to assume 
significant debt levels reflecting their strong financial positions. 

We think that the increase in gearing is appropriate given the strength of the 
companies’ balance sheets and the increased commercial discipline that having higher 
levels of external debt brings to bear on the companies.

KiwiRail’s restructure impacted the portfolio’s balance sheet

Figure 10 shows the growth in the balance sheet of the Commercial Priority portfolio 
over the past five years as measured by equity and liabilities.  

Figure 10 – Equity and liabilities for the Commercial Priority portfolio, 2007/08 to 2011/12

$m

■ Liabilities - Generator Retailer   ■ Liabilities - Other   ■ Equity

Source: COMU
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The aggregate balance sheet of the Commercial Priority portfolio has grown from 
$44.8 billion in 2007/08 to $51.7 billion in 2011/12. A significant driver of this increase 
is the result of the substantial growth in NZ Post’s subsidiary Kiwibank. NZ Post’s 
liabilities have increased from $7.4 billion in 2007/08 to $14.9 billion in 2011/12. Other 
key factors include companies increasing debt to invest in new assets, and revaluations 
of assets to reflect fair market values. 

The decrease in equity this year reflects the significant reduction in the value of 
KiwiRail’s assets as part of its balance sheet restructure. This is discussed further on 
page 23.

Shareholder returns

To create value for the Crown, commercial priority companies must, over time, make 
a return that covers the Crown’s cost of borrowing, plus a margin that reflects their 
business risk. 

Total Shareholder Return (TSR) is one of the key metrics we are placing an increasing 
focus on for analysing the performance of the companies in the Commercial Priority 
portfolio. TSR is the combination of dividends paid to the Crown and the change in 
commercial value of the Crown’s investment in the companies from the previous year.

TSR experienced a decline in 2011/12...

For 2011/12, TSR4 was 3.4% compared to 4.5% for the previous year. This was driven 
by a marginal 0.8% increase in the value of the Commercial Priority portfolio combined 
with a 2.6% dividend return.   

Figure 11 shows the composition of TSR over the past five years. 

Figure 11 – TSR – Return composition 2007/08 to 2011/12

 %

■ Dividend Return   ■ Value Gain Return

Source: COMU 

We do not believe that the TSR calculations at the portfolio level are particularly robust 
in the early years. This is owing to companies in the portfolio adopting commercial 
valuation methodologies at different times rather than relying on book value, and the 
ongoing vagaries of commercial valuations. 

4 As noted earlier, KiwiRail is excluded from this metric owing to significant changes in its commercial valuation 
following changes in its valuation methodologies. Solid Energy is excluded for 2011/12 as its SCI had not 
been finalised.
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However, in recent years, greater focus has been placed on companies producing 
credible commercial valuations and TSR is becoming a more robust measure of 
performance, albeit as a point in time estimate. A more detailed discussion on latest 
estimates of commercial value is included in this document on page 34. 

...and dividends have decreased

The Crown receives cash returns from its companies by way of dividend payments.  
In aggregate, for the past five years the Commercial Priority portfolio has paid 
approximately $3 billion in dividends to the Crown (ie, an average of around 
$600 million p.a.). Figure 12 shows the dividend payment trend for the past five years, 
with the three generator-retailers and Air New Zealand contributing the majority. 
Following a detailed review of its capital structure and dividend policy, Transpower 
resumed dividend payments during the 2011/12 financial year. However, of the 
declared dividend of $315 million, only the interim dividend of $110 million paid in 
2011/12 is incorporated in Figure 12 (the final dividend being paid in the 2012/13 
financial year).  

Figure 12 – Dividends for the past five financial years 

  $m

■ Air New Zealand   ■ Genesis   ■ Meridian   ■ Mighty River Power   ■ Transpower   ■ Other

Source: COMU

This trend is influenced by some special or “one-off” dividends paid, including:

 � a $521 million special dividend from Meridian in 2010/11 owing to the sale of the 
Tekapo A and B stations (the Tekapo transaction also meant Genesis paid no 
dividend for that year), and

 � $300 million in special dividends in 2009/10, comprising Meridian ($150 million) and 
Mighty River Power ($150 million). 

Conclusion

In challenging economic conditions, financial performance for the Commercial Priority 
portfolio was mixed in 2011/12. Revenue experienced growth; however, because it was 
largely a result of increased wholesale electricity prices, it did not translate to higher 
earnings at a portfolio level. Significant asset write-downs had an adverse effect on the 
portfolio’s bottom line. 

The portfolio continues its period of high capital investment, particularly in the energy 
and transportation sectors. It is important from a "Crown as shareholder" perspective 
that companies translate this investment into stronger company performance in the 
years ahead.
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A diverse portfolio

The companies in the Commercial Portfolio represent a variety of industries and vary 
dramatically in size. The generator-retailers, NZ Post, Air New Zealand, KiwiRail and 
Transpower, which collectively represent over 90% of assets in the portfolio, exert a 
large amount of influence on the trends for the portfolio. However, there are a number 
of smaller entities within the portfolio which we discuss here.

The companies covered in this section have commercial values under $500 million and 
represent a variety of different sectors. They are:

Company Description
Commercial 

value ($m)

Airways New Zealand 
(Airways)

Airways’ core business comprises air traffic control, air 
traffic management and navigation services.

128.6

Animal Control 
Products (ACP)

ACP’s core business is the manufacture and sale of 
pest management products. 

5.7

AsureQuality Limited 
(AsureQuality)

AsureQuality provides a wide range of services to the 
food and primary industries in both New Zealand and 
Australia. 

89.3

Kordia Group Limited 
(Kordia)

Kordia is the major provider of television broadcast 
transmission services in New Zealand.

144.1

Learning Media Limited 
(LML)

LML’s core business is the publication, production, 
marketing and sale of educational materials.

11.7

Meteorological Service 
(MetService)

MetService provides weather forecasts and related 
information presentation services to national and 
international customers. 

52.6

Public Trust Public Trust offers independent, professional advice 
and a wide range of legal and financial services to New 
Zealanders. 

31.3

Quotable Value NZ (QV) The core business of QV is the valuation of property in 
New Zealand.

38.6

Television New Zealand 
Ltd (TVNZ)

TVNZ is New Zealand’s largest television and digital 
media company. 

329.0

Despite a challenging business environment, 2011/12 was a positive year on the whole 
for the smaller companies in the Commercial Priority portfolio. Highlights included:

 � TVNZ making an NPAT of $14.2 million for 2011/12. This compares well against 
recent performance and reflects an increase in total revenue including a $9 million 
increase in advertising revenue compared to the 2010/11 year.   

 � Kordia reporting an NPAT of $12.1 million for the year. This compares with a loss of 
$14.7 million for the previous financial year.

 � Airways’ 2011/12 NPAT of $9.3 million was $2.7 million above the target set in its 
2012–14 SCI. Airways’ financial performance was also above its respective revenue, 
EDITDAF and EBIT targets.

 � QV paid a dividend of $2.9 million in respect of the 2011/12 year, after suspending 
payment of dividends for one year in 2010/11.

 � ACP’s NPAT of $1.3 million was significantly ahead of its budget of $723,000. 

 � A number of factors affecting Learning Media – including reduced margins, high NZ 
dollar and restructure costs – resulted in a net loss after tax of $865,000. 
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Table 7 – Commercial priority companies with commercial values <$500 million – five-year 
performance metrics

 2008 2009 2010 2011 2012

TSR (2.2%) (10.3%) 23.1% (3.9%) 11.5%

Dividend yield 2.4% 3.7% 1.9% 2.3% 3.7%

Dividend payout 34.7% 65.5% 36.4% 32.5% 53.4%

ROE 5.0% (7.4%) (3.2%) 0.9% 14.0%

Adjusted ROE 8.6% 0.0% (5.5%) (0.1%) 11.5%

ROCE 4.9% 1.5% 1.5% 2.5% 6.1%

Operating margin 12.6% 9.5% 9.7% 13.8% 13.3%

Net gearing 70.5% 74.2% 69.7% 68.8% 63.3%

Interest cover 1.82 1.30 2.29 3.96 4.61

Solvency 0.46 0.43 0.45 0.64 0.74

If we look at these companies with a value of under $500 million as a portfolio there has 
been a positive improvement in TSR. TSR has improved from negative 3.9% in 2010/11 
to 11.5% in 2011/12. This is a result of an increase in the commercial value of the 
Crown’s investment in these companies from $772 million in 2010/11 to $831 million 
in 2011/12. As well as the increase in value, these companies have also produced an 
improving dividend yield of 3.7%. 

Figure 13 – TSR – return composition, 2007/08 to 2011/12 

  %

■ Dividend Return   ■ Value Gain Return   ■ TSR

Source: COMU

Individual company summaries from page 63 explain specific company performance in 
more detail.
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Special Topic:  
Commercial Value Update
Last year’s COMU-commissioned independent valuations proved, 
with only a few exceptions, to be close to the values estimated by 
company Boards and disclosed in SCIs. 
This year, we look at valuation trends, and note an apparently more 
settled approach to valuations with a handful of notable exceptions. 

Under the State-Owned Enterprises Act 1986, the principal objective of an SOE is to 
operate as a successful business. In the absence of shares in SOEs being exposed 
to a market assessment of their value, a robust estimate of commercial value takes on 
heightened importance both as an input into TSR, and as a metric in its own right, in 
assessing the extent to which each SOE is delivering upon that principal objective. 

Last year we noted that SOE Boards’ estimates of commercial value remained largely 
unchanged from the previous year and that, apart from a few exceptions, independent 
commercial valuations commissioned by COMU were not substantially different from 
Board estimates.  

This provided us with confidence that the SOE Boards, in general, appear to be taking a 
robust approach to their commercial valuations.  

This year we again note that commercial valuations, as disclosed by companies in their 
SCIs, have remained substantially at similar levels to the previous year, with 11 of the 18 
companies showing valuation changes of less than +/-10%. 

At the portfolio level, the overall value change appears to be at the margin, as shown by 
Table 8.
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Table 8 – Valuations summary – Commercial Priority Companies (in order of value change)

$m Commercial value Dividends

TSR30-Jun-12 30-Jun-11 Change in value $m  Yield

Kordia 144.1 112.0 32.1 28.7% 1.0 0.8% 29.6%

QV 38.6 33.0 5.6 17.0% 0.0 0.0% 17.0%

Airways 128.6 117.6 11.0 9.4% 5.0 4.1% 13.6%

TVNZ 329.0 306.3 22.7 7.4% 13.8 4.4% 11.9%

MetService 52.6 49.3 3.3 6.7% 0.6 1.2% 8.0%

Transpower 1,700.0 1,600.0 100.0 6.3% 110.0 6.7% 13.1%

Mighty River Power 3,909.0 3,719.0 190.0 5.1% 120.5 3.2% 8.3%

Landcorp 1,450.0 1,400.0 50.0 3.6% 27.5 1.9% 5.5%

Meridian 6,579.0 6,500.0 79.0 1.2% 140.7 2.2% 3.4%

Genesis 2,050.0 2,120.0 (70.0)  (3.3%) 0.0 0.0%  (3.3%)

NZ Post 973.0 1,024.0 (51.0)  (5.0%) 11.5 1.2%  (3.9%)

AsureQuality 89.3 94.8 (5.5)  (5.8%) 7.1 7.7% 1.7%

ACP 5.7 6.2 (0.5)  (7.5%) 1.4 23.6% 15.2%

Public Trust 31.3 36.0 (4.7)  (13.1%) 0.0 0.0%  (13.1%)

Air New Zealand 690.6 904.3 (213.7)  (23.6%) 31.4 3.9%  (20.2%)

Learning Media 11.7 16.5 (4.8)  (29.1%) 0.5 3.4%  (26.2%)

Portfolio excl. KiwiRail & SE 18,182.5 18,039.0 143.5 0.8% 471.1 2.6% 3.4%

KiwiRail (715.0) (484.0) (231.0) n.m. 0.0 0.0% n.m.

Portfolio excl. SE 17,467.5 17,555.0 (87.5)  (0.5%) 471.1 2.7% 2.2%

Solid Energy (SE) N/A 2,773.0 N/A N/A 30.0 1.1% N/A

All Commercial Priority N/A 20,328.0 N/A N/A 501.1 2.5% N/A

Note that full valuation disclosures are provided in SOE SCIs.

While the majority of companies showed only a modest change in value, Table 8 
highlights a number of trends that warrant further discussion:

 � A lack of commercial value estimate for Solid Energy has the potential of skewing 
any conclusion around portfolio value change.

 � While it is difficult to calculate a meaningful percentage change in value, KiwiRail’s 
value has now been calculated on the same basis for the past two years and the 
$231 million degradation represents a reasonable estimate of value loss.

 � Apart from KiwiRail, the largest value loss is that attributed to Air New Zealand.  
However, as discussed later, this measure is volatile.

 � The two companies with largest percentage increases, Kordia and QV, are relatively 
small and have both had recent performance issues.

Absence of Solid Energy valuation

In the context of changing and challenging sector conditions and a large turnover in 
Board members, including a new Chair, as at time of publication Solid Energy’s final SCI 
has yet to be completed. This means that the Board’s estimate of commercial value is not 
available for analysis. 
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Last year’s value estimate by Solid Energy’s board of $2.8 billion was high relative to 
the independent valuation of $1.7 billion commissioned by COMU, largely through 
different assumptions around forward coal prices. The recent drop in coal prices will 
have placed further pressure on Solid Energy’s 2011 estimate of commercial value. By 
way of example, coal companies on the ASX have seen stock prices fall up to 60% over 
the past year, so there is every reason to expect Solid Energy’s value to have dropped 
considerably in the year to 30 June 2012.

In the context of this APR, it is pertinent that a significant drop in value (ie, $500 million or 
more), would result in a negative TSR across the Commercial Priority portfolio. 

From a historical perspective, it is also relevant that Solid Energy’s upward assessment of 
commercial value in 2007/08 (from $475 million to $3.0 billion) was the main contributor 
to a TSR for that year approaching 20%, therefore there is likely to be an offsetting 
negative TSR in due course should the negative outlook for coal prices remain.

KiwiRail

Because of its history of changing valuation bases KiwiRail has been excluded from the 
portfolio when evaluating TSR in APRs. This year, there are further adjustments to the 
way KiwiRail is treated (see page 23 for details), therefore KiwiRail’s analysis remains 
excluded from TSR calculations in this report.

However, the company valuations for June 2011 and 2012 have been done on a 
consistent basis, showing a $231 million drop in value. This represents a reasonable 
assessment and therefore in the context of a year-on-year value change, even excluding 
Solid Energy, it is difficult to argue that the portfolio has shown value growth.

Value increases for Kordia and QV

The two companies that show a percentage increase greater than 10% share some 
common attributes. They are both relatively small – QV particularly so – however, more 
pertinently, they have both been facing recent challenges. Both companies experienced 
negative TSR in the previous year driven by drops in commercial value. In Kordia’s case, 
its 2012 value of $144 million is still some way short of its 2010 value of $199 million. 
Therefore, this value gain – largely through continued growth in Kordia Solutions in 
Australia – is regaining some of the ground lost over recent years. 

QV’s value had been flat over a number of years and some of its ventures have struggled 
to achieve the returns hoped for. QV’s value increase is largely attributable to winning a 
major contract to secure more revenue in its core business area of rating valuations.

Air New Zealand and market volatility

As indicated in Table 8, apart from KiwiRail, the largest value loss is that attributed to Air 
New Zealand. However, it is important to understand this as a point-in-time measure. For 
example, the year-on-year value change for Air New Zealand as at 30 September 2012 is 
positive (+7%).

The following chart of Air New Zealand’s market capitalisation over the past 30 months 
(Figure 14) highlights the volatile way in which equity markets value companies.
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Figure 14 – Air New Zealand’s market capitalisation (30 June 2010 to 30 September 2012)

 $b

Source: COMU

This translates into a set of highly variable year-on-year valuation change measures 
(as measured by market capitalisation) that depend upon the reference date. As can 
be seen from the chart below (Figure 15), the year to 30 June 2012 resulted in a value 
drop of 23%. Between 30 June 2011 and 30 September 2012, the year-on-year value 
changes range from -40% to +7%.

Figure 15 – Air New Zealand’s annual change in market capitalisation (June 2011 to September 
2012)

  %

Source: COMU

Conclusion

While the total value of the Commercial Priority portfolio, excluding Solid Energy, is 
assessed to have remained relatively constant over the year, the disclosed end-of-year 
valuations can disguise considerable volatility and risk around the intrinsic commercial 
value in some of these companies. 
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Special Topic: CFI Holdings in NZX 
Listed Companies
One aspect of CFI activity of interest is the level of participation in 
the New Zealand listed equities market, and the scope that exists for 
greater or lesser involvement in New Zealand equities.

CFIs are autonomous Crown entities that invest in financial assets on behalf of the 
Crown in order to help cover future known or anticipated Crown liabilities. At year end, 
the CFI portfolio held invested assets totalling $47.2 billion (see pages 51-62 for more 
details on the performance of the CFI portfolio in 2011/12). 

CFIs invest across a number of domestic and international markets to try to achieve 
their respective investment objectives. All CFIs except EQC hold shares in NZX listed 
companies. The overall allocation to New Zealand equities varies across each of the 
CFIs. The respective benchmark or reference portfolio allocations to New Zealand 
equities are currently 12% for ACC, 5% for NZSF, 10% for GSF and 4% for NPF.

The market capitalisation of the New Zealand listed equity market (the NZX) is 
approximately $60 billion (of which only approximately $40 billion is freely traded or 
“free float”5). Comparing this to the funds under management across the CFI portfolio 
means that there is limited scope to invest a significant proportion of CFI assets in the 
NZX. 

Here we look at the distribution of New Zealand equity holdings across the CFI portfolio 
as at 29 June 2012 (the last trading day of the June 2012 quarter). At that date the CFIs 
in aggregate held approximately $3.5 billion in NZX listed companies. This represented 
7.6% of total CFI assets and approximately 6.3% of the total NZX market capitalisation 
as at that date (about 9.6% of the free float market capitalisation).

Significant interests in NZX companies

Individual holdings of more than 5% in any company require the holder to file a 
substantial shareholder notice (SSN). CFIs are independent legal entities and are 
only required to file SSNs for their own holdings (ie, there is no requirement for the 
Government to file SSNs for the aggregated CFI portfolio). 

Where the combined holding across the CFI portfolio totals more than 10% there is 
potential for CFIs to represent a significant percentage of voting rights should they each 
choose to vote in line with each other. We note, however, that where external managers 
are employed by CFIs (as in the case of NZSF, GSF and NPF), the ability to directly 
influence voting in these instances is limited.

Figure 16 shows how many companies, of the 150 listed on the NZX at the time, 
each CFI was invested in as at 29 June 2012. It also shows how many individual and 
combined holdings exceeded the 5% and 10% thresholds of issued capital. As noted 
previously, EQC does not have any investment in the NZX. GSF and NPF are invested 
using the same external managers so the companies invested in are the same for both 
entities.

5 Based on the market capitalisation of the NZX All Index ($37.2 billion as at 30 June 2012). We note that the 
NZX All Index excludes dual listed issuers and overseas listed issuers represented on the NZX.
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Figure 16 – Number of NZX listed companies in which CFIs have holdings, as at 30 June 2012

■ Total Holdings   ■ Holding >5%   ■ Holding >10%

Source: COMU

On 30 June 2012 there were 47 listed companies where the combined shareholding 
across the CFI portfolio exceeded 5% of the issued capital (this excludes Air New 
Zealand where the Crown holds a non-traded majority holding of the shares on issue). 
Of these 47 companies, there were 17 where the combined holding exceeded 10%. 
Only two individual CFI holdings exceeded this 10% threshold.

Those shares where the combined holding exceeded 10% as at the end of June are 
shown in Table 9 below. 

Table 9 – CFI holdings over 10% in NZX listed companies as at 29 June 2012  

 Company
CFI holding as % of 

issued capital
Market value of CFI 

holding $m
Total market value 

of company $m

Skellerup Holdings 15.6 42.7  273.8 

Auckland International Airport 14.4 464.5  3,227.1 

NPT Limited 13.9 12.8  92.3 

Restaurant Brands New 
Zealand 13.5 27.5  203.4 

Ebos Group 13.2 52.2  396.5 

Kathmandu Holdings Limited 11.6 29.5  254.0 

AMP NZ Office* 11.2 104.8  932.9 

Kiwi Income Property Trust 10.9 111.3  1,025.5 

Fisher & Paykel Appliances 10.8 42.5  394.7 

Diligent Board Member 
Services 10.7 32.7  304.7 

Infratil Limited 10.7 126.2  1,184.5 

DNZ Property Fund 10.6 38.7  366.4 

Argosy Property Limited 10.5 51.0  487.1 

NZX Limited 10.5 35.9  342.6 

Pumpkin Patch 10.3 15.8  152.9 

SKYCITY Entertainment Group 
Ltd 10.2 200.4  1,959.6 

Nuplex Industries Ltd 10.1 49.8  491.9 

* Effective from market open Friday 28 September 2012, AMP NZ Office Limited (ticker “ANO”) was renamed 
Precinct Properties New Zealand Limited (ticker “PCT”).
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Change over time
We last looked at CFIs’ holdings in the NZX in detail as at 30 November 2009. Table 10 
compares the holdings in the NZX at the two dates.

Table 10 – Comparison of CFI NZX holdings, November 2009 vs June 2012 

 Company 30 Nov 2009 29 Jun 2012 % change

CFI investment in NZX $2.7b $3.5b 30

% of CFI portfolio 7.0% 7.6% 9

NZX total market cap $55.1b $55.5b 1

NZX total free float market cap $32.3b $36.3b 12

CFI % of total NZX market cap 4.9% 6.3% 29

CFI % of total NZX free float market cap 8.4% 9.6% 15

CFI holdings over 5% of issued capital 36 47 31

CFI holdings over 10% of issued capital 8 ($692m) 17 ($1,438m) 113

Total CFI assets $38.5b $47.2b 23

 
The scale of investment in the NZX has increased broadly in line with the increase in 
the size of the CFI portfolio since November 2009; however, the growth of the NZX 
has not increased in kind with the free float market cap of the NZX, only increasing by 
12% over the period. The total market cap of the NZX has increased only 1% over the 
period6. The CFIs’ holdings in the NZX continue to represent a significant percentage of 
the free float market capitalisation of the NZX.

Limits on investment in New Zealand listed equities

Each of the CFIs currently seeks to add value to an appropriate market index return 
through active management (ie, varying the allocation to stocks in the market index 
based on the view of whether those stocks are expected to outperform or underperform 
the overall market index). NZSF, GSF and NPF currently outsource the management of 
their active New Zealand equity portfolios to a range of external fund managers (three 
managers for NZSF and the same two managers for GSF and NPF). ACC currently 
manages its portfolio of New Zealand equities “in-house” (ie, managing the money 
themselves rather than outsourcing to any third party managers). NZSF does manage 
an element of its portfolio in-house on a passive index-matching basis.

Where holdings are significant it can become difficult to implement active views on 
shares when it comes to trading. While opinions vary, generally speaking the upper 
bound is considered to be approximately 2% to 3% of the total market capitalisation. 
In the case of the NZX this would equate to approximately $1.2 to $1.8 billion. On this 
basis, we believe both ACC and NZSF are near the upper limit of their capacity for 
investment in New Zealand equities given their respective investment strategies. As 
such we do not expect the level of the CFIs’ investment in New Zealand equities to 
increase significantly in the near future – or at least not without a material expansion of 
the domestic equity market.

6 The market cap of the NZX has increased since year end following an equity market rally. As at 27 November 
2012 the market cap was just under $65 billion.
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In light of this, if the CFIs look to extend investment in the domestic market they will 
have to look for appropriate private market opportunities in which to invest or consider 
investing on a more passive basis. 

Conclusion

We do not regard the current level of aggregate CFI holdings in the NZX, or the total 
dollar exposures, as excessive. However, there is a limit to the scale of assets that 
can be invested in NZX listed companies, especially where CFIs are seeking to add 
value through active management, as each of them looks to do at present. In order 
to extend investment in the domestic market, this means CFIs would need to look to 
private market opportunities in which to invest or move to a more passive approach to 
investing in listed New Zealand equities.
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Special Topic: 10-year Analysis 
of SOE Investment and Dividend 
Practice 
Prior APRs highlighted a high level of capital investment by SOEs 
relative to dividends distributed to the Crown. This 10-year analysis 
shows significant variances in behaviour and suggests that further 
work in this area is warranted.

The trade-off between reinvesting cash flows in the business for potential future 
earnings and distributing cash to shareholders as dividends is a pivotal decision for all 
companies, directly impacting on shareholder returns – their timing and their level. The 
Crown’s prevailing expectation that cash is freed up for the highest priority initiatives 
heightens the need for the “invest or distribute” decision to be well considered.

Scope of the analysis and caveats 

This analysis looks at the financial data submitted by SOEs for the Crown’s financial 
statements over the 10 years from 2002/03 to 2011/12. It covers all current operational 
SOEs with the exception of those whose data would create a distortionary effect.  
Consequently, 12 SOEs are covered by the analysis:

 � the four energy companies (Mighty River Power, Genesis, Meridian and Solid 
Energy), and

 � eight other SOEs: Animal Control Products, Airways, AsureQuality, Landcorp, 
Learning Media, MetService, Kordia and Quotable Value.

Excluded from the analysis are:

 � KiwiRail, because of the significant changes in its scope, its balance sheet and that it 
relies heavily on government financial support

 � NZ Post, because KiwiBank’s significant financial assets and liabilities distort the 
analysis, and

 � Transpower, because it is a regulated monopoly with capital spending and revenue 
scrutinised by a regulator.

There are a number of caveats to bear in mind when considering the analysis:

 � It is based on the readily available financial data that SOEs submit to the Treasury 
for inclusion in the Crown accounts. This will result in some differences to public 
reporting via Annual Reports.

 � It is based on a high-level analysis of the SOEs’ financial data, which overlooks 
company-specific subtleties or details.

 � The size of the three generator-retailer SOEs means that they dominate the analysis. 
They represent over 80% of equity for the 12 companies.
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 � It looks at what the companies have done with cash flow, not whether they should 
have generated more operating cash flow by being more efficient, or by making 
better investment decisions. 

 � It has only limited recognition of other important investing cash flow sources and 
uses – asset disposals and non-fixed asset purchases and sales.

 � There has been a material change in accounting standards between the early and 
latter part of the period our analysis covers.  

High-level conclusions

The 12 SOEs covered by the analysis have generated over $10 billion of net operating 
cash flow over the past decade (2002/03 to 2011/12) and just under $5 billion of 
reported profits (NPAT). These seem like large figures, but they are over a 10-year 
period, and the companies currently have $21.5 billion of assets and $11.6 billion of 
equity. In round terms, this represents $1 billion p.a. in net operating cash flows and 
$500 million p.a. of NPAT. 

Of the $10 billion of net operating cash flow earned by the 12 companies, 45% or 
$4.5 billion has been paid to the Crown as dividends. This represents 91% of their 
reported after-tax profits. 

However, this aggregate figure for the 12 companies disguises significant variations 
between them.

What do the largest SOE and the smallest SOE have in common?

Meridian is the largest SOE, with a commercial value of around $6.6 billion – over 1,000 
times larger than ACP, the smallest SOE, which has a commercial value of $5.7 million.  
Despite this difference in size, the two companies have both paid a significantly larger 
proportion of their net operating cash flows as dividends than any other SOE.

Over the past 10 years Meridian has paid $3.0 billion in dividends, which is 79% of its 
net operating cash flow, although its cash inflows have been considerably augmented 
by realisations from the sale of the Southern Hydro subsidiary in 2005/06 and the 
Tekapo transfer in 2010/117. When taking those into account, and associated special 
dividends, Meridian’s dividends still represent around 50% of net operating cash flows 
plus cash from asset sales. Even when adjusted, Meridian’s percentage is greater than 
all other SOEs except ACP. ACP has paid $7.8 million in dividends, which is 74% of its 
operating cash flow. 

The average for the other 10 companies out of the 12 analysed is only 24% of net 
operating cash flows. These 10 companies have paid a total of $1.5 billion in dividends 
– half the total paid by Meridian. To put this in context, the combined commercial value 
for the other 10 companies is $10.6 billion. So Meridian is less than two-thirds of the 
size of the other 10 companies, but has paid twice as much in dividends.

7 Approximately $1.4 billion for Southern Hydro and $820 million for Tekapo.
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Figure 17 – Percentage of net operating cash flows paid as dividends, 10 years to 2011/12

  %

Source: Crown Financial Information System

Genesis has not paid any dividends over the last two financial years as a result of the 
Tekapo transfer and also had a period without paying dividends in the mid-2000s as a 
consequence of building the combined cycle “e3p” gas-fired power station at Huntly, 
which the Crown supported in the context of dry-year supply issues at that time.

Meridian had operating cash flows over the decade of $3.8 billion plus proceeds from 
sales of $2.3 billion; the other 10 companies had operating cash flows of $6.4 billion. 
If the other companies had been able to pay the same percentage of their operating 
cash flows as dividends as Meridian, then they would have paid between $3.2 and 
$5.1 billion of dividends over the past 10 years rather than $1.5 billion (depending 
whether one uses Meridian’s adjusted percentage). 

Of course, if the other companies had paid this level of dividends, then they would not 
have been able to make the same investments in physical assets that they did. If these 
investments have been profitable, then by not making them the companies’ cash flows 
would have been lower, reducing their ability to pay dividends on an ongoing basis.

Increase in debt

As well as generating over $10 billion of operating cash flow, the 12 SOEs have also 
increased their borrowing by $3.3 billion over the past decade. However, this increase 
has been matched by the growth in their assets and taxpayers’ funds. Collectively 
the 12 SOEs had a gearing ratio of 30% in 2002/03; this dropped to around 15% by 
2006/07, largely as a result of significant asset revaluations and the sale of Southern 
Hydro, and has now increased to 29% by 2011/12, almost the same as that 10 years 
earlier.

What have the companies done with their cash?

Of the $10.2 billion of operating cash flow and $3.3 billion of increased borrowing 
by the companies, $4.5 billion was paid to the Crown as dividends. The remaining 
$9.0 billion has been invested by the companies in the purchase of physical assets. 
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Some of this would have been for capital spending on existing assets, rather than 
new investments. However, it is not possible to separate this based on the information 
we have. Depreciation ($4.1 billion over the 10 years) is sometimes used as proxy 
for investment in existing assets; however, this is not necessarily a good indicator of 
“maintenance capex”, particularly as electricity SOEs have been revalued upwards to 
reflect future expected income.

Priority given to dividends versus investment

All companies have a choice as to whether they use their free cash flow to provide 
immediate returns to shareholders, via dividends, or invest in new assets in the 
expectation of generating greater returns for shareholders in the future. The table 
and graph below show the priority that each company has given to dividends to 
shareholders relative to the priority given to investments in physical assets. This 
analysis removes the distortions caused by sources of funds other than operating cash 
flows (eg, the Southern Hydro sale).

We also calculated the total across all companies but excluding Meridian and ACP, the 
two companies with the highest proportions, in order to show the gap between these 
companies and the other 10 (Meridian, as the largest company, has a significant impact 
on the average).

Table 11 – Dividend priority relative to capital expenditure, 10 years to 2011/12

Company Dividends ($m)
Purchase of  
assets ($m)

Dividends + 
asset purchases*  

($m)
Proportion paid  

as dividends

ACP 8 3 10 75%

Meridian 2,997 3,125 6,122 49%

QV 9 14 23 37%

AsureQuality 35 63 98 36%

Mighty River Power 817 1,695 2,512 33%

MetService 21 44 65 33%

Airways 70 181 251 28%

Learning Media 1 3 4 19%

Solid Energy 194 929 1,122 17%

Kordia 44 215 259 17%

Landcorp **145 562 707 20%

Genesis 181 2,232 2,413 8%

Total 4,520 9,066 13,586 33%

Total (excluding  
Meridian and ACP) 1,516 5,938 7,454 20%

* Totals may not add owing to rounding to the nearest $m.

** Under the Protected Land Agreement (PLA) signed between the previous Government and Landcorp, the 
Crown chose to take most of its dividends from Landcorp over the period 2007/08 to 2010/11 in the form of 
Landcorp properties (to be retained for use in future potential Treaty settlements) rather than in cash. Since 
this was the Crown’s choice, rather than Landcorp’s, we have treated the value of these properties as being 
a dividend to the Crown (spread over the relevant period according to the cash dividends that Landcorp 
would have paid if the PLA had not existed).
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Figure 18 – Dividend priority – Dividends as a proportion of dividends plus capital expenditure, 
10 years to 2011/12

 %

Source: Crown Financial Information System

What have been the results of this investment?

There has only been a marginal improvement in the reported profitability of the 12 
companies (in aggregate) despite the significant investment in new and existing 
assets. There has, however, been a significant increase in net operating cash flows and 
dividends.

Table 12 – Dividend priority relative to capital expenditure, 10 years to 2011/12

$m Dividends
Asset  

purchases
Priority  
to divs

Average  
annual 
profits

Ave annual  
op. cash 

flows

Average  
annual  

dividends

1st 3 
yrs*

Last 
3 yrs

1st 3 
yrs

Last  
3 yrs

1st 3 
yrs

Last  
3 yrs

Meridian 2,997 3,125 49% 153 192 315 471 81 2193

Mighty River Power 817 1,695 33% 112 155 119 323 39 167

Genesis 181 2,232 8% 70 71 121 280 23 13

Solid Energy 194 929 17% 32 38 50 130 3 35

ACP 8 3 75% 1 1 1 1 1 1

Airways 70 181 28% 8 4 25 24 9 5

AsureQuality 35 63 36% 4 6 8 11 2 6

Landcorp 145 562 20% 20 34 27 49 19 19

Learning Media 1 3 19% 1 0 0 -1 0 0

MetService 21 44 33% 3 2 6 5 4 1

Kordia 44 215 17% 12 -1 36 46 10 0

QV 9 14 37% 1 1 4 3 0 0

Total 4,520 9,066 33% 413 437 698 1,343 186 **466

Total (excluding  
Meridian, ACP) 1,516 5,938 20% 259 249 381 870 104 246

 

* The first three years is 2002/03 for all companies except Kordia (2003/04 to 2005/06), ACP (2004/05 to 
2006/07) and QV (2004/05 to 2006/07), as these are the earliest data available. The last three years is 
2009/10 to 2011/12 for all companies.

** After adjusting for Meridian’s one-off dividend from the Tekapo transfer.
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Net profit after tax

The average annual NPAT for the first three years of the period (2002/03 to 2004/05) 
was $413 million (a three-year average has been chosen to adjust for any one-off 
impacts on NPAT, such as hydrology impacts for the electricity companies). This 
contrasts with an average annual NPAT for the last three years of the period (2009/10 to 
2011/12) of $437 million – an increase of only 6%.

However, some of the unexpected results regarding NPAT will reflect, to some degree, 
the significant changes in accounting standards over the period. In 2007 New Zealand 
adopted International Financial Reporting Standards (IFRS), which in general terms 
now require changes in fair values of assets to be reflected in the Profit and Loss 
Statement of reporting entities. These can have significant impacts on reported NPAT, 
both positive and negative, although, because of the global financial crisis, there may 
have been more negative adjustments in recent years. 

In recent years Meridian and Mighty River Power have reported “underlying” profits as 
a supplement to NPAT, which strip out the impact of these fair value movements. We 
have used reported underlying profits for these companies rather than headline NPAT.

In addition, the rules around the reporting of extraordinary/exceptional items have been 
changed so that these must now be reflected “above-the-line” in the Profit and Loss 
Statement rather than reported “below-the-line” and taken straight through the reserves 
of the reporting entities. Further, in 2010 the Government materially changed the tax 
rules around the depreciation deduction allowed on buildings that have an effective 
useful life of 50 years or more. This had an impact on the reported profits of some 
SOEs.

Cash flows and dividends

Calculated on the same basis (ie, average of first three years compared to average of 
last three years), net operating cash flows of the 12 companies have increased from 
$698 million to $1,343 million (93% increase) and the percentage of operating cash 
flows paid as dividends has also increased (from 26% to 48%). As a result, dividends 
have increased significantly, by $271 million – from an average of $186 million p.a. 
to an average of $466 million p.a. (up 151% – after adjusting for the one-off Tekapo 
transfer special dividend).

However, this extra $271 million p.a. of dividends is being paid in part on income 
from the $9 billion of investment in new and existing assets by the companies. This is 
an effective dividend yield to the shareholder of 3% from that investment in physical 
assets. Some of this return would have come from greater revenues from existing 
assets, and some of the $9 billion would have been spent on maintaining the existing 
assets. 

On the other hand, many of the investments by the companies deliver returns over a 
long period (10 to 20 years), so not all of these returns will show up in the data yet.

Conclusion

On the surface, this analysis is not encouraging for a shareholder with a preference 
for dividends. However, at this stage we have only compared internally across SOEs 
and have not benchmarked against NZX listed companies. Consequently, the Treasury 
may expand upon this analysis. Irrespective, the broad range of results in respect of 
dividend priority suggests scope for dividend yield improvement.
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2011/12 Board Appointment Activity
A small team within COMU is responsible for assisting responsible Ministers manage 
board member appointment and reappointment processes. At year’s end, this included 
49 boards covering 11 ministerial portfolios (note that for five of these entities COMU 
is not involved in performance monitoring and they are not included in the “Entity 
Performance” pages at the back of this report).

Two new boards were added to COMU’s responsibilities during the financial year, 
Crown Asset Management Limited and Southern Response Earthquake Services 
Limited – both under the Minister of Finance’s portfolio of boards. Timberlands West 
Coast Limited ceased operations. 

Further information on the boards included, and the appointments process, is available 
on COMU’s website (www.comu.govt.nz).

During the year, amongst the boards COMU is responsible for, there were:

 � 41 retirements of individual board members (58 in previous year)

 � 47 reappointments of serving directors to the same position (36 in previous year), 
and

 � 53 new appointments, or elevations of serving directors to Chair or Deputy Chair 
roles (80 in previous year).

The lower number of new appointments was owing to no scheduled board activity in 
the lead-up period to the general election.

Since 30 June 2012, there have been a number of further changes in board personnel. 
While not reflected in the discussion and statistics in this section, individual entity 
summaries from page 51 include these changes reflecting board composition as at 
December 2012. 

New Chairs

The portfolio has seen a small number of new Chair appointments during 2011/12, and 
one that was agreed during the period in question, but took effect after the end of the 
financial year. These are noted in the following table.

Table 13 – New Chair appointments (1 July 2011 up to 30 June 2012)

Entity New Chair Retiring Chair

Crown Asset Management Limited Gary Traveller N/A – new company

Southern Response Earthquake 
Services Limited

Ross Butler N/A – new company

Landcare Research New Zealand 
Limited*

Peter Schuyt Jo Brosnahan

Landcorp Farming Limited Bill Baylis Hon Jim Sutton

Television New Zealand Limited Wayne Walden Sir John Anderson

*     Appointment took effect after 30 June 2012.
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Board demographics

Table 14 – Demographic breakdown, as at 1 July 2011

Ethnicity Female Male Total

European 29.3% (88) 57.3% (172) 86.6% (260)

M ori 4.3% (13) 5.7% (17) 10.0% (30)

Pacific Peoples 0.0% (0)  0.3% (1) 0.3% (1)

Asian 0.7% (2) 1.0% (3) 1.7% (5)

Other/Unspecified 0.7% (2) 0.7% (2) 1.4% (4)

Totals 35.0% (105) 65.0% (195) 100.0% (300)

Table 15 – Demographic breakdown, as at 30 June 2012

Ethnicity Female Male Total

European 30.3% (90) 56.9% (169) 87.2% (259)

M ori 4.7% (14) 5.4% (16) 10.1% (30)

Pacific Peoples 0.0% (0) 0.3% (1) 0.3% (1)

Asian 0.0% (0) 1.0% (3) 1.0% (3)

Other/Unspecified 0.3% (1) 1.1% (3) 1.4% (4)

Total 35.4% (105) 64.6% (192) 100.0% (297)

Table 16 – Regional distribution of directors

Region  As at 1 July 2011 As at 30 June 2012

Northland 1 2

Auckland 106 102

Waikato 14 18

Bay of Plenty 11 10

East Cape 2 2

Hawke’s Bay 9 12

Taranaki 1 1

Manawatu-Wanganui 3 2

Wellington 78 74

Tasman 1 1

Nelson 6 7

Marlborough 2 1

West Coast 1 -

Canterbury 39 40

Otago 16 16

Southland 3 3

Overseas 7 6

Totals 300 297





Crown Financial  
Institutions
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Financial performance measures

$m 2008 2009 2010 2011 2012 5-Year

Funds Under Management (FUM)*

Opening FUM 9,181 9,569 10,570 13,100 16,601 9,181

+/- Investment returns (77) 316 1,350 1,726 1,680 4,995

+/- Tax     

+/- Cash inflow/(outflow) 465 685 1,180 1,775 2,145 6,250

Closing FUM 9,569 10,570 13,100 16,601 20,426 20,426

Returns & risk % p.a.

Return** (1.0%) 3.1% 12.5% 12.4% 9.3% 7.1%

Objective*** (1.2%) 0.9% 11.4% 11.7% 9.7% 6.4%

Passive benchmark (1.7%) 0.4% 10.9% 11.2% 9.2% 5.8%

Fund risk (volatility****) 6.0%

Passive benchmark risk 5.5%

Notes:

* Total Reserves Portfolio assets. Excludes operational cash.

** After an allowance for investment management fees and costs (-0.2% p.a.) and after adding back offshore 
withholding taxes (+0.04% p.a.) paid by ACC. ACC does not pay tax in New Zealand.

*** Passive benchmark plus 0.5% p.a. over rolling three-year periods on a gross of costs basis.

**** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any one year.

Asset allocation – past five years
% FUM

■ Other Growth Assets  ■ Property  ■ Overseas Equities  ■ New Zealand Equities  
■ Overseas Bonds  ■ New Zealand Bonds  ■ Cash

Return index

Return index (based at 100 at end 2006/07 Q4)

—  ACC   — ANZ NZ Govt Stock Index   — MSCI World Equity (hedged to NZD)

Accident Compensation Corporation

Chair » Paula rebstock

BOard » des Gorman, Trevor 
Janes, Kristy Mcdonald, John 
Meehan, Jill Spooner

ChieF exeCUTive »  
david May (acting)

Activities

ACC is a Crown entity, established 

to provide comprehensive no-

fault personal injury cover for all 

New Zealand residents and visitors. 

Since 1999 in the Work, Earners’ 

and Motor Vehicles Accounts and 

since 2001 in the Non-Earners’ 

Account, ACC has operated 

on a fully funded basis. That 

is, it collects sufficient levies 

to cover the lifetime costs of 

injuries incurred in that year8. 

The future costs of these claims 

represent ACC’s liabilities and the 

Corporation invests funds from 

these levies to cover these future 

costs. These investments represent 

most of ACC’s assets.

8 A “residual” levy will be collected until 
2019 to cover the fully funded costs of 
injuries incurred between 1974 and 1999 
that still require support.
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Fund composition and performance
ACC’s investment funds reflect the nature of its 

liabilities. Each account’s investment funds are split 

between an investment in ACC’s short-term “cash 

portfolio”, which is used to meet near-term expenditure 

requirements, and its own longer-term “reserves 

portfolio”, which is set aside to meet the future costs of 

existing claims.

ACC’s asset base remains well below its liabilities 

because of the legacy costs incurred prior to 1999 

(with respect to the Work, Earners’ and Motor Vehicle 

Accounts) or 2001 (Non-Earners’ Account). 

Approximately 65% of the reserves are invested in cash 

and New Zealand and overseas bonds, and the rest in 

a combination of New Zealand and overseas equities, 

property and infrastructure.

In 2011/12 the aggregated ACC accounts returned 

9.3% compared with the aggregate passive benchmark 

return of 9.2%. Absolute performance over the past 

five years has been driven by strong performance 

of domestic and global fixed interest markets which 

have significantly outperformed equity markets over 

the period. Despite performing near benchmark 

in the 2011/12 year, the performance of ACC’s in-

house management of domestic bonds and equities 

has added significant value relative to the passive 

benchmark over longer periods. 

At year end the outstanding claims liability (OCL) stood 

at $28.4 billion, up from $24.5 billion a year ago. The 

majority of the increase related to changes in economic 

assumptions, with the impact of claims experience 

during the year actually reducing the total increase in 

OCL by $1.7 billion. At year end, net assets across all 

accounts totalled $21.2 billion (including investment 

assets and cash of $20.8 billion).

The Accident Compensation Act 2001 requires that 

those accounts funded by levy collection (the Work, 

Motor Vehicle and Earners’ Accounts) be fully funded 

by 2019. Over the year the solvency ratios of these 

three accounts increased with both the Work and 

Earners’ Accounts now over 100%. The solvency ratio 

of the Motor Vehicle Account was just under 68% at 

year end. 
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Financial performance measures

$m 2008 2009 2010 2011 2012 5-Year

Funds Under Management (FUM)

Opening FUM 5,463 5,591 5,617 5,980 5,137 5,463

+/- Investment returns 182 68 380 408 207 1,245

+/- Tax

+/- Cash inflow/(outflow) (54) (41) (18) (1,251) (2,254) (3,618)

Closing FUM 5,591 5,617 5,980 5,137 3,090 3,090

Returns & risk % p.a.

Return* 3.3% 1.2% 6.8% 7.3% 6.8% 5.0%

Objective** 10.0% 10.8% 9.2% 7.8% 12.1% 10.0%

Passive benchmark 3.2% 1.3% 6.8% 7.5% 6.4% 5.0%

Fund risk (volatility***) 3.6%

Passive benchmark risk 3.8%

Notes:

* After investment management fees. EQC is not subject to tax.

** New Zealand Government Stock + 1% p.a.

*** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any 
one year.

Asset allocation – past five years
% FUM

■ Overseas Equities  ■ New Zealand Bonds  ■ Cash

Return index
Return index (based at 100 in 2006/07 Q4)

— EQC   — ANZ NZ Govt Stock Index   — MSCI World Equity (hedged to NZD)

Earthquake Commission

Chair » Michael Wintringham

BOard » russell Black, 
denise Bovaird, Trevor Burt,  
Peter hughes, Giselle McLachlan, 
Gordon Smith, Keith Taylor 

ChieF exeCUTive » ian Simpson

Activities

EQC is responsible for 

management of the Natural 

Disaster Fund (NDF), which is 

intended to help meet the costs 

to EQC of a major earthquake, or 

other natural catastrophe covered 

by the Commission, within New 

Zealand.  EQC has a Crown 

guarantee which is expected to 

be called upon in 2014 as EQC 

settles claims relating to the recent 

Canterbury earthquakes.
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Fund composition and performance
Since November 2001 EQC’s investment strategy has 

been dictated by a ministerial direction which limits its 

investments to equities, fixed interest and cash. Under 

the direction, the maximum that can be held in equities is 

35%. The majority of the fixed interest investments are in 

non-tradable government bonds.

Prior to the Canterbury earthquakes the NDF had 

investments totalling around $6 billion. EQC had also 

purchased $2.5 billion of reinsurance cover. An extra 

$500 million of reinsurance was purchased in June 2012.

It is expected that the assets of the NDF will be depleted 

within two to three years in order to meet claims arising 

from the Canterbury earthquakes. EQC is in the process 

of liquidating the NDF as claims require payment. As at 

30 June 2012 the assets of the NDF totalled just over 

$3 billion.

In 2011/12 the Board decided to reduce the potential 

volatility of investment returns in the short term by selling 

down its equity portfolio in the second half of the financial 

year. The sale of equities was completed in May. From 

1 June EQC’s benchmark changed to 80% New Zealand 

fixed interest and 20% New Zealand cash.

Any claims that cannot be met from the NDF are 

guaranteed by the Crown. Photo by Simon Clark farmerclark.com
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Government Superannuation Fund

Financial performance measures

$m 2008 2009 2010 2011 2012 5-Year

Funds Under Management (FUM)

Opening FUM 4,008 3,574 2,804 2,947 3,159 4,008

+/- Investment returns (210) (673) 383 392 25 (82)

+/- Tax (51) 89 (99) 58 (42) (44)

+/- Cash inflow/(outflow) (173) (187) (142) (238) (126) (866)

Closing FUM 3,574 2,804 2,947 3,159 3,016 3,016

Returns & risk % p.a.

Return* (5.8%) (20.4%) 13.7% 13.7% 0.3% (0.5%)

Objective** 11.5% 12.3% 10.7% 9.2% 13.5% 11.4%

Passive benchmark (5.3%) (19.4%) 12.3% 16.4% 0.8% 0.1%

Fund risk (volatility***) 13.3%

Passive benchmark risk 14.2%

Notes:

* Before tax and after investment management fees (estimated prior to 1 July 2010).

** The Fund has an objective of outperforming the New Zealand Government Stock Index (NZGS) plus 2.5% 
on an after tax basis. For comparison purposes we have used gross of tax returns for the objective of 
NZGS + 2.5% p.a. in the above table.

*** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any 
one year.

Asset allocation – past five years 
% FUM

■ Other Growth Assets   ■ Property  ■ Overseas Equities  ■ New Zealand Equities  
■ Overseas Bonds  ■ New Zealand Bonds  ■ Cash

Return index
Return index (based at 100 at end 2006/07 Q4)

 

— GSF   — ANZ NZ Govt Stock Index   — MSCI World Equity (hedged to NZD)

Chair » Keith Taylor

BOard » Craig ansley, Toni Kerr, 
Stephen Napier, Cecilia Tarrant, 
Michelle van Gaalen

ChieF exeCUTive » Simon Tyler 
(CeO annuitas Management 
Limited)

Activities

The Government Superannuation 

Fund Authority is an autonomous 

Crown entity that manages and 

administers GSF and the GSF 

schemes. 

GSF was established in 1948 to 

provide a way for State sector 

employees to save for their 

retirement. The GSF schemes 

were closed to new members from 

1 July 1992, except for persons 

who were eligible for membership 

through their employment with 

certain Pacific Island governments. 

Membership was closed to these 

persons in 1995.

At year end, the 64,758 strong 

membership was made up of 

approximately 12,000 contributors, 

6,000 deferred pensions and 

47,000 annuitants. Since 1996, 

the number of annuitants 

has exceeded the number of 

contributors. It is expected that 

entitlements will continue to be 

paid by GSF for the next 60 years.

The Board of the Government 

Superannuation Fund Authority 

and the Trustees of the National 

Provident Fund have formed a 

joint venture company, Annuitas 

Management Limited (Annuitas) 

to provide management and 

secretarial support for the 

schemes. 



page | 57

Fund composition and performance
Prior to 2001, GSF was invested entirely in New Zealand 

fixed interest securities. Since then it has diversified into 

growth assets like property, shares and other alternative 

assets (including private equity, multi-asset hedge funds, 

catastrophe bonds and life insurance settlements), which 

now comprise more than 75% of the Fund. 

The Fund is managed on an active basis, meaning fund 

managers are employed to outperform relevant market 

benchmarks. Active management is intended to produce 

a return above a low-cost passive portfolio (the Fund’s 

Reference Portfolio, adopted on 1 July 2010), on a risk-

adjusted basis. In 2011/12 the Fund delivered a return 

of 0.3% on a before tax and after fees basis. Although 

the Fund underperformed its Reference Portfolio, its 

risk, as measured by volatility, has also been lower 

than the Reference Portfolio. This has resulted from the 

Fund diversifying into alternative assets relative to the 

Reference Portfolio.

The Fund’s investment objective is to outperform the 

New Zealand Government Stock Index plus 2.5% 

after tax over a 10-year period. The Fund’s long-term 

performance continues to lag this measure. New Zealand 

Government Stock has been the strongest performing 

asset class over the past five years. Diversification into 

growth assets has not delivered the expected return 

premium over fixed interest assets over this period, owing 

primarily to large falls in the value of these assets during 

the global financial crisis. Returns from growth assets 

have remained volatile since the global financial crisis 

with strong returns in 2010/11 followed by weak returns 

in 2011/12.

GSF’s gross liability for promised retirement benefits was 

$14.1 billion as at 30 June 2012, leaving an unfunded 

liability of $11.1 billion. The strategy of investing in growth 

assets is intended to reduce the unfunded liability as 

these assets are expected to grow at a faster rate than the 

value of the liabilities. This mismatch will produce volatility 

in the value of the unfunded liabilities over short periods 

of time, owing to fluctuations in the value of the assets of 

the Fund. In recent times these fluctuations have been 

dwarfed by the impact of changes in discount rates used 

to value the past service liability.
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National Provident Fund

Financial performance measures

$m 2008 2009 2010 2011 2012 5-Year

Funds Under Management (FUM)

Opening FUM 2,114 1,932 1,619 1,778 1,784 2,114

+/- Investment returns 65 (118) 265 110 121 443

+/- Tax (21) 0 (0) (46) (35) (102)

+/- Cash inflow/(outflow) (226) (195) (107) (58) 117 (469)

Closing FUM 1,932 1,619 1,778 1,784 1,987 1,987

Returns & risk % p.a.

Return* 1.1% (1.3%) 11.1% 6.6% 7.2% 4.8%

Objective**

Passive benchmark 0.9% 0.7% 9.3% 8.9% 5.9% 5.1%

Fund risk (volatility***) 4.7%

Passive benchmark risk 4.2%

Notes:

* Before tax and after investment management fees.

** No stated overall objective as NPF is an aggregate of 11 separate superannuation schemes.

*** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any 
one year.

Asset allocation – past four years* 
% FUM

■ Other Growth Assets ■ Property  ■ Overseas Equities  ■ New Zealand Equities  
■ Overseas Bonds  ■ New Zealand Bonds  ■ Cash

Return index*

Return index (based at 100 at end 2007/09 Q1)

— NPF   — ANZ NZ Govt Stock Index   — MSCI World Equity (hedged to NZD)

*  Quarters based on NPF year end of 31 March.

Chair » Catherine Savage

BOard » Paul Foley, 
Graeme Mitchell, Noeline Munro, 
Fiona Oliver, Wayne Stechman

ChieF exeCUTive »  
Simon Tyler (CeO annuitas 
Management Limited)

Activities

The Government has guaranteed 

the 11 superannuation schemes 

managed by NPF.  The main 

provision is the expected DBP 

Annuitants Scheme deficit, 

reflecting a pension obligation of 

$1,052 million and assets of only 

$40 million (as at 31 March 2012).

The Board of Trustees of 

the National Provident Fund 

administers the NPF schemes and 

manages the investments held on 

behalf of the schemes (through 

the Global Asset Trust) in the best 

interests of the members, taking 

into account the interests of the 

employer contributors, and the 

Crown as guarantor of the benefits 

payable by the schemes.

At year end there were 

approximately 18,000 contributors 

to the NPF schemes and 16,000 

pensioners.

The Board of the Government 

Superannuation Fund Authority 

and the Trustees of the National 

Provident Fund have formed a 

joint venture company, Annuitas 

Management Limited (Annuitas) 

to provide management and 

secretarial support for the 

schemes. 
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Fund composition and performance
Each of the 11 NPF schemes has its own specific asset 

allocation depending on its liability profile and its level of 

funding. The Global Asset Trust is actively managed by 

external investment managers.

Investment performance to 30 June 2012 varies by 

scheme. In aggregate, since 2007, NPF has had a 

high weighting in fixed interest and cash investments 

(approximately 75%). Investment returns over the past 

year benefited from the high allocation to fixed interest 

securities. In relative terms the aggregate portfolio 

outperformed the aggregate benchmark return by 1.3%. 

This was largely owing to outperformance of the global 

fixed interest managers employed to manage the assets 

of the NPF schemes through the Global Asset Trust. Over 

the past five years, however, investment returns have 

lagged the aggregate passive benchmark after allowing 

for investment management costs. 

NPF is a closed fund, closed to new members since 

March 1991. The Crown guarantees the benefits payable 

by all NPF schemes, including payment to certain NPF 

defined contribution schemes where application of 

the 4% minimum earnings rate causes any deficiency 

or increased deficiencies in reserves to arise. These 

represent contingent liabilities on the Crown. 
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New Zealand Superannuation Fund

Financial performance measures

$m 2008 2009 2010 2011 2012 5-Year

Funds Under Management (FUM)

Opening FUM 12,973  14,212  13,688 15,656 18,652 12,973

+/- Investment returns (716)  (3,201)  2,086 3,902 236 2,307

+/- Tax* (148)  435  (368) (906) (185) (1,172)

+/- Cash inflow/(outflow)  2,103 2,242  250 0 0 4,595

Closing FUM 14,212  13,688  15,656 18,652 18,703 18,703

Returns & risk % p.a.

Return** (4.9%) (22.1%) 15.5% 25.1% 1.2% 1.6%

Expected return*** 10.2% 8.0% 5.1% 5.4% 5.0% 6.7%

Passive benchmark (4.7%) (18.3%) 14.6% 19.5% (0.2%) 1.2%

Fund risk (volatility****) 16.0%

Passive benchmark risk 15.8%

Notes:

* Changes in reserves netted off to tax. 

** Before tax and after investment management fees.

*** Treasury Bills + 2.5% p.a.

**** Annualised standard deviation of quarterly returns. Indicative of expected variability of the return in any 
one year.

Asset allocation – past five years 
% FUM

■ Other Alternative Assets  ■ Timber  ■ Other Growth Assets  ■ Property  ■ Overseas Equities  
■ New Zealand Equities  ■ Overseas Bonds  ■ New Zealand Bonds  ■ Cash

Return index
Return index (based at 100 at end 2006/07 Q4)

— NZSF   — NZ Government Stock   — MSCI World Equity (hedged to NZD) 

Chair » Gavin Walker

BOard » Craig ansley, 
Pip dunphy, Stephen Moir, 
Catherine Savage, Mark Tume, 
Lindsay Wright

ChieF exeCUTive » adrian Orr

Activities

NZSF pre funds part of the 

future cost of New Zealand 

Superannuation, by investing 

government contributions and 

generating returns on that 

investment over the long term. By 

doing so, the Fund is designed to 

smooth the tax burden of the cost 

of New Zealand Superannuation 

between generations of 

New Zealanders. The Fund is 

managed by a Crown entity, 

the Guardians of New Zealand 

Superannuation.

The Guardians have a duty to 

invest the Fund on a commercial, 

prudent basis. The Fund is widely 

diversified and is expected to 

generate returns on average 

2.5% in excess of a portfolio of 

Treasury Bills over the long term 

(20+ years). The Fund is managed 

actively, meaning investment 

strategies are designed to 

outperform an internal Reference 

Portfolio (a passive benchmark). In 

May 2009 the Government directed 

the Guardians to identify and 

consider opportunities to increase 

the allocation of New Zealand 

assets in the Fund.
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Fund composition and 
performance
With a long-term investment 

horizon, the Fund has the 

opportunity to benefit from the 

expected return premium from 

growth assets. This is evident 

in the asset allocation adopted 

by the Guardians in setting the 

Fund’s Reference Portfolio9. The 

Reference Portfolio currently 

has an 80% allocation to growth 

assets (70% international shares, 

5% New Zealand shares and 

5% global listed property) with 

the remaining 20% allocated 

to international fixed interest 

securities.

The long-term investment horizon and expected return 

premium from more illiquid assets has also seen the 

Guardians diversify the Fund’s exposure to growth assets 

to include non-listed equities, timber, infrastructure and 

other private markets. Allocations to these assets made 

up over 21% of the total Fund’s investments at year end.

Diversifying the Fund’s investments away from the 

Reference Portfolio is expected to add value to the 

Reference Portfolio over time (on a risk-adjusted basis). 

The Guardians also employ a number of active managers 

within many asset classes in order to add value relative to 

respective passive market benchmarks. The Guardians 

also seek to add value by using strategic “tilts” to adjust 

exposures to different asset classes to capitalise on 

medium-term pricing adjustments where particular 

markets are believed to be over- or under-valued.

Equity markets were particularly volatile in 2011/12 and 

the Fund’s high exposure to these markets contributed to 

a modest return of 1.2% for the year. This followed the 

 

9 The Reference Portfolio is a notional portfolio representing a 
diversified set of assets that could meet the Fund’s expected  
return by investing passively in liquid public markets at low cost.

25.1% return for 2010/11 when global equity markets 

rallied strongly. Despite the difficult market conditions 

the Fund outperformed its Reference Portfolio by 1.4% 

over the year. The majority of added value came from the 

Fund’s strategic tilting activities (in particular currency 

positions taken during the year). The Fund’s private 

market exposures also added some value. 

The Guardians expect that the Fund’s return will, over 

time, exceed the return from Treasury Bills by at least 

2.5% p.a. The Fund’s actual return of 7.1% p.a. since 

inception is 1.8% p.a. ahead of the return on Treasury 

Bills. Over this period, the Guardians have added value of 

0.5% p.a. to the Fund’s Reference Portfolio after allowing 

for fees.

The proportion of the overall Fund invested in 

New Zealand has risen from 21.3% to 22.9% in the three 

years since 30 June 2009 (excluding cash and foreign 

currency hedging instruments). In that time the value of 

New Zealand investments has risen from $2.4 billion to 

$3.4 billion.





Commercial  
Priority Companies
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Air New Zealand Limited

Financial performance measures

2008 2009 2010 2011 2012

Returns

TSR (54.9%) (11.3%) 26.9% 12.1% (19.1%)

Dividend yield 5.1% 6.0% 6.2% 5.8% 4.0%

Dividend payout 22.4% 27.6% 117.2% 40.9% 30.7%

Adjusted ROE 13.2% 1.3% 5.2% 5.0% 4.3%

Efficiency

ROCE 18.2% 3.8% 7.6% 5.7% 8.1%

Operating margin 17.2% (0.3%) 10.8% 12.5% 12.8%

Leverage

Net gearing 1.2% 0.0% 0.3% 14.3% 19.6%

Interest cover 8.13 (0.08)  5.93  8.45  6.60 

Current ratio 1.25 1.29 1.05 0.81  1.01 

Other Five-year average

Dividend growth    (23.1%)

Revenue growth    0.9%

income statement

$m 2008 2009 2010 2011 2012

Revenue  4,667  4,609 4,046 4,340  4,483 

EBITDAF  805 (12) 439 541 574 

NPAT  218 21 82  80  71 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 5,022  5,045  4,597  4,903  5,459 

Total liabilities 3,446  3,440  3,031 3,400  3,771 

Commercial value* 1,152  959 1,152 1,222  946 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 743 486 334 466 472

Purchase of fixed assets 274 318 433 797 610

Dividends paid 100 63 65 69 43

Net cash flow 232 284 (506) (208) 167

Notes:

The financial performance measures for Air New Zealand in this APR are calculated using standard COMU 
metrics. Previous APRs used measures supplied by AIr New Zealand to reflect those published in its accounts.

* Market capitalisation: Air New Zealand share price x number of shares issued

Chair » John Palmer

BOard » roger France, 
Paul Bingham, Tony Carter, 
Jan dawson, dr Jim Fox, 
Warren Larsen

ChieF exeCUTive » rob Fyfe

Activities

Air New Zealand Limited is an 

international and domestic airline 

group that provides air passenger 

and cargo transport services within 

New Zealand, as well as to and 

from Australia, the South West 

Pacific, Asia, North America and 

the United Kingdom. 

Air New Zealand also operates 

an alliance with Virgin Australia 

providing services to regional 

Australia, and owns a 19.99% 

equity stake in Virgin Australia. 
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Air New Zealand Limited

Operations
Air New Zealand has indicated that its performance continues to be affected 

by weak economic performance around the world and continuing elevated fuel 

prices.

Air New Zealand intends to improve its underlying profitability by $250 million 

a year by 2015 through cost reductions, efficiencies and revenue growth. 

Major investment over the past several years in progressively replacing its 

fleet with more fuel-efficient aircraft will be critical in this regard. In addition, 

over time Air New Zealand will look to focus increasingly on Pacific Rim routes 

and to make greater use of alliances with other airlines to provide integrated 

services to other destinations. Air New Zealand will continue to invest in its 

domestic network and to stimulate domestic demand by offering low fares.

Financial performance
Air New Zealand’s normalised earnings before taxation (ie, excluding net gains 

and losses on derivatives) for the 2012 financial year were $91 million, a 21% 

improvement on the previous year. NPAT was $71 million, down 12%.

Air New Zealand’s operating revenue increased by $142 million to $4.5 billion, 

up 3.3% on the same period last year. International long haul network yields 

were up 4% on a 0.6% decrease in capacity, reflecting improved cabin mix and 

fare increases to compensate for the higher cost of fuel. Capacity reductions 

on London and Japan routes resulted from the replacement of B747-400s with 

B777-300ER aircraft and network optimisation following the demand impact of 

the Tohoku earthquake and tsunami. 

Improved performance on the Tasman and Pacific Island network was driven 

by the Seats to Suit product, combined with the commencement of the Virgin 

Australia alliance in July 2011. Yield increases of 2% on the domestic network 

resulted from fare increases in response to ongoing high fuel prices. Capacity 

increased by 1.3% following the introduction of new A320s onto the domestic 

network.

Operating expenditure increased 0.8% excluding the impact of fuel price 

increases and foreign exchange, on a 0.8% increase in capacity. Fuel prices 

remained escalated with higher fuel prices increasing costs by $257 million 

compared to the prior year. Improved efficiencies of the new B777-300ER and 

A320 fleets translated to an overall 2% reduction in fuel burn per available seat 

kilometre.

Shareholder returns
Total dividends for the year were 5.5 cents per share. For the Crown, this 

amounts to dividends of approximately $44.2 million. 

TSR for the year was -19.1% as Air New Zealand’s market capitalisation 

dropped by 23% in the year to 30 June 2012. There is further discussion on 

Air New Zealand’s market capitilisation in the Special Topic: Commercial Value 

Update.

Major investments

Air New Zealand increased its 

stake in Virgin Australia from 

14.99% to 19.99% during the year 

and also continued with its fleet 

upgrade programme. 

Non-financial performance

For the second year running 

Air New Zealand was named the 

winner of the Randstad Award as 

New Zealand’s most attractive 

employer.

Air New Zealand won Air Transport 

World's prestigious Airline of the 

Year award for the second time in 

three years.

Corporate social responsibility

Air New Zealand provides 

philanthropic support to a number 

of organisations, with a focus on 

national charitable organisations 

that support children in need, 

and those whose aim is to 

preserve New Zealand’s natural 

environment.

During the year it announced a new 

partnership with the Department of 

Conservation based around New 

Zealand’s nine great walks. Air New 

Zealand will invest in increased 

pest control to promote increased 

biodiversity.
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Chair » Susan Paterson

BOard » david Park, 
Susan huria, Terry Murdoch, 
Susan Putt, Graeme reeves

ChieF exeCUTive » ed Sims

Activities

Airways is a commercial provider 

of air navigation services and 

associated aviation infrastructure 

services in New Zealand and 

internationally. Airways’ core 

business comprises: 

Air traffic control – This is primarily 

the separation of aircraft in flight, 

to standards determined by the 

appropriate regulatory authority. 

Air traffic management – This is the 

management of aircraft flight paths 

for greatest efficiency, within the 

constraints of safety. 

Navigation services – These 

are the navigation infrastructure 

and supporting services used 

by aircraft. Navigation services 

are currently provided within the 

30 million square kilometres of 

the NZ Oceanic Flight Information 

Regions. Within these regions, 

Airways controls approximately 

one million aircraft movements 

per annum. 

Airways Corporation of New Zealand Limited

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 24.1% 14.6% 14.5% 5.3% 13.6%

Dividend yield 6.6% 5.8% 4.5% 5.1% 4.1%

Dividend payout 61.9% 245.2% 108.1% 50.7% 48.1%

Adjusted ROE 22.2% 8.6% (1.9%) 10.4% 19.9%

Efficiency

ROCE 21.1% 9.1% 9.4% 11.4% 20.1%

Operating margin 23.7% 16.6% 15.4% 15.1% 18.2%

Leverage

Net gearing 28.6% 38.2% 37.5% 29.8% 28.7%

Interest cover  11.22  9.99 13.39 13.90 13.39 

Current ratio 1.05 1.05 0.51  0.98 0.56 

Other Five-year average

Dividend growth     (3.6%)

Revenue growth     4.5%

income statement

$m 2008 2009 2010 2011 2012

Revenue  139  140  145  152 164 

EBITDAF  33  23  22  23  30 

NPAT  11  5  (1)  5 9 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  133  139  143  137 143 

Total liabilities  80  87  98  93  96 

Commercial value*  99  107 117 118 129 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  24 17 18  25  24 

Purchase of fixed assets  20  24 12 13 18 

Dividends paid  6  6  5  6 5 

Net cash flow  3 (2)  4  2  (2)

Note:

* Commercial valuation from the SCI.
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Major investments

Key projects undertaken during 
the year were the replacement and 
commissioning of the aeronautical 
message switching system, which 
provides aeronautical messaging 
between control towers and the 
air traffic control centres and 
systems, continuing the upgrade 
of lighting cables at Auckland and 
Christchurch airports and providing 
lighted taxiway signs at Wellington 
airport.

Non-financial performance

In the 2011/12 year Airways 
recorded 41 incidents (21 in 
2010/11), where separation 
requirements were not met, out of 
the 1.1 million air traffic movements 
recorded in New Zealand. Airways’ 
goal is zero loss of separation 
incidents. In order to further 
improve safety, additional operation 
procedures have been put in place 
including risk registers, operational 
reviews and regular simulation 
training for low traffic volume 

towers.

Corporate social responsibility

Airways supports aviation-related 
events and activities, such as the 
Walsh Memorial Flying School, 
the Angel Flight Trust, Women in 

Aviation and the Air Training Corp. 

Operations
During the decade commencing 2000, Airways’ core business grew steadily 
on the back of increasing flight volumes. Since the global financial crisis, 
volumes have remained relatively flat and this situation is expected to continue 
for a number of years. To position the business to thrive in a lower growth 
economy, the Airways Board has adopted a new strategy called Project MANA 
(Making A New Airways). A key component of the strategy is to generate new 
sources of growth from Airways’ core aviation markets both in New Zealand 
and internationally. Airways aims to triple revenue, double profit and employ 
an additional 200 employees by 2020. 

Domestically, the operational highlights of Airways’ 2011/12 year included 
achieving 99.94% system reliability, managing the highest volume of aircraft 
movements ever recorded on a single day during the Rugby World Cup. 
Airways also introduced a new service and pricing framework which involved an 
unprecedented level of consultation with the aviation sector. The new framework 
seeks to rebalance charges to reflect those creating costs for Airways. 

Internationally, Airways had a successful year. Key achievements include 
training 32 air traffic controllers from Saudi Arabia, and 11 from Hong Kong, 
selling advanced air traffic control simulators to South Africa and managing air 

traffic control projects in Oman and Kuwait.

Financial performance
In 2012, Airways performed credibly in an aviation sector struggling 
for profitability. Airways’ revenue grew from $152.6 million last year to 
$164.3 million this year. Underlying NPAT was $9.3 million, a $4.6 million 
increase on last year’s result. Airways’ 2011/12 financial performance 

translated into an adjusted return on equity of 19.9%. 

Performance against plan
Airways’ 2011/12 NPAT of $9.3 million was $2.7 million above the target set in 
its 2012–14 SCI. Airways’ financial performance was also above its respective 
revenue, EDITDAF and EBIT targets. It is encouraging that Airways has managed, 
for the first time in recent years, to perform above its budgeted targets.

Shareholder returns

As planned, Airways paid a dividend of $5 million to the Crown for the financial 
year. Based on an opening equity value of $117.6 million, this represents a 
dividend yield of 4.1%. In addition, Airways reported a value increase of $11 
million, which results in a TSR of 13.6%. This compares with our estimated 
cost of equity for Airways of 9.3% and an average annualised TSR for the 

previous three years of 11.0%.
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Animal Control Products Limited

Chair » derek Kirke

BOard » dr david Warburton

ChieF exeCUTive » Colin Carter

Activities

ACP’s core business is the 
manufacture and sale of pest 
management products. ACP 
operates a research and 
development programme, and 
works closely with Landcare 
Research and other research 
agencies to enhance its existing 
products and develop innovative 
solutions for the pest control 
industry.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 73.4% 4.9% 7.4% 11.5% 15.2%

Dividend yield 10.3% 8.5% 14.9% 16.6% 23.6%

Dividend payout 45.4% 46.1% 87.7% 60.6% 167.5%

Adjusted ROE 37.9% 27.1% 18.7% 40.9% 31.1%

Efficiency

ROCE 53.1% 37.4% 38.7% 54.2% 41.3%

Operating margin 27.3% 24.9% 27.1% 33.6% 29.7%

Leverage

Net gearing 0.0% 0.0% 0.0% 0.0% 0.0%

Interest cover N/A N/A  88.32 84.61  88.90 

Current ratio  3.82  3.42  4.92  3.76  3.06 

Other Five-year average

Dividend growth     7.0%

Revenue growth     (0.4%)

income statement

$m 2008 2009 2010 2011 2012

Revenue  6  6  6  7  6 

EBITDAF  2 1  2  2  2 

NPAT 1 1 1  2 1 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  6  7  7  8  7 

Total liabilities 1 1 1  2 1 

Commercial value*  7  7  6  6  6 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 1 1 1  2 1 

Purchase of fixed assets 1 1 1  0  0 

Dividends paid 1 1 1 1 1 

Net cash flow  0 (0)  0 1  (1)

Note:

* Commercial valuation from the SCI.
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Major investments

ACP made no significant 

investments during 2011/12.

Non-financial performance

For 2011/12, there were no work-

related injuries to report. ACP has 

conducted regular medical checks 

to monitor and maintain staff 

health.

One hundred percent of customers 

rated ACP as satisfactory or better.

Operations
ACP is New Zealand’s principal 

manufacturer of 1080-based products. 

These have historically provided the 

bulk of sales for the company. Over 

recent years, one of ACP’s objectives 

has been to diversify its product range 

and markets to reduce dependency 

on this product. 

ACP continues to maintain buffer 

stock representing approximately 

four years of national usage of 1080, 

to protect both the national interest 

and the interests of the company. 

The buffer stock is based on the 

timeframe estimated to commission 

a plant to manufacture 1080 powder 

in New Zealand, should ACP’s 

American-based supplier cease 

production.

Financial performance
ACP reported NPAT for the year of $1.3 million, which was below the 

previous year’s NPAT of $1.6 million. This was a result of less export activity. 

In the previous financial year, ACP had a particularly large eradication 

operation on Macquarie Island, which boosted revenue and profitability. 

Revenue from export activities is back to more normal levels this financial 

year. Lower export activity was partially offset by stronger domestic activity, 

in particular Tb eradication work for the Animal Health Board. 

Performance against plan
ACP’s revenue for 2011/12 of $6.3 million was slightly ahead of its 

budgeted sales target of $6.0 million. NPAT of $1.3 million was significantly 

ahead of the budgeted NPAT of $723,000. This positive result against 

budget was driven by the higher revenue and ACP’s ability to successfully 

contain costs during the year. 

Shareholder returns
ACP paid an interim dividend of $400,000 during the year and announced 

a final dividend of $350,000 in respect of the 2011/12 financial year at its 

Annual General Meeting in November 2012.

From a cash flow perspective, ACP paid $1.4 million in dividends over the 

financial year, which represents a dividend yield of 23.6% – the highest of 

any SOE. Coupled with a slight drop in commercial value, ACP achieved a 

TSR of 15.2%.
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AsureQuality Limited

Chair » Janine Smith

BOard » John ashby, 
Sarah haydon, dianne Kidd, 
Jane Lancaster, dean Nikora, 
Sam robinson, hamish Stevens

ChieF exeCUTive »  
Michael Thomas

Activities

AsureQuality was established 
as an SOE on 1 October 2007, 
from an amalgamation of Asure 
New Zealand Limited and 
AgriQuality Limited. 

AsureQuality provides a wide 
range of services to the food 
and primary industries in 
New Zealand, Australia and 40 
other countries. In New Zealand, 
AsureQuality is the sole provider 
of meat inspection services.

Services provided by 
AsureQuality include mandatory 
meat inspection, product and 
process verification, inspection, 
auditing, testing, training and 
biosecurity surveillance and 
response. 

Financial performance measures

2008 2009 2010 2011* 2012

Returns

Total shareholder return 26.3% 72.3% 5.3% 17.0% 1.7%

Dividend yield 0.0% 4.4% 5.3% 5.7% 7.7%

Dividend payout 0.0% 45.1% 104.8% 56.5% 128.0%

Adjusted ROE 20.3% 20.3% 20.6% 28.4% 26.3%

Efficiency

ROCE 20.8% 26.4% 29.4% 32.2% 29.4%

Operating margin 8.5% 9.3% 9.5% 12.4% 10.1%

Leverage

Net gearing** 9.9% 10.6% 20.6% 13.5% 24.0%

Interest cover  8.45  20.00  32.42 32.13 21.44 

Current ratio 1.29  1.13  1.10  1.10 1.20 

Other Five-year average

Dividend growth     8.3%

Revenue growth     0.0%

income statement

$m 2008 2009 2010 2011 2012

Revenue  138  137  138 117  154 

EBITDAF 12 13 13 15 16 

NPAT  4  5  5  8  7 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  60  57  63  68  74 

Total liabilities  30  26 31  33  39 

Commercial value*** 51  85  85  95  89 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  6  11  8 12 10 

Purchase of fixed assets  3  5  7  3  4 

Dividends paid -  3  5  5  7 

Net cash flow (9) (5)  (1) 1  0 

Notes:

* The 2011 year covers a nine-month period because AsureQuality’s balance date has changed from 
30 September to 30 June. This has some impact on the interpretation of results.

**  The Net gearing calculation in this table is different from that used in AsureQuality’s SCI, which adjusts for 
revenue received in advance. 

***  Commercial valuation from the SCI.
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Operations
During the year, proposed changes to export red meat inspection standards 
were accepted by overseas regulators (the European Commission and the 
United States Food Safety Inspection Service). The regulatory change allows 
meat processors to either undertake non-food-safety-related quality control 
tasks themselves or continue to contract with AsureQuality for those services. 
However, AsureQuality will still be responsible for the final determination of 

potential food-safety-linked defects.

AsureQuality is currently in consultation with the Ministry for Primary Industries 
(MPI) and the meat industry to agree on a transition process. The impact of these 
changes on AsureQuality’s revenue and profitably will depend on the speed of 

meat companies’ transition to carrying out non-food-safety meat inspection.

The meat inspection changes, which are likely to be implemented over the 
next two years, will present a significant challenge for AsureQuality in terms of 
its ability to maintain current profitability. 

During 2011/12, the Wellington laboratory was awarded a three-year contract 
renewal with MPI for organic chemical residue testing in red meat, honey, 

farmed fish and dairy products.

Financial performance
AsureQuality generated an NPAT of $7.4 million in 2011/12, marginally less 
than the previous financial year’s result. However, AsureQuality’s 2010/11 
move to a June year-end meant that the previous financial “year” was a 
nine-month period that excluded the September quarter, which is typically 
loss-making for AsureQuality. Total revenue of $154.4 million was $6.2 million 

above the equivalent prior 12-month period.

Performance against plan
As a result of the strong 2011/12 financial year, AsureQuality performed ahead 
of plan in respect of the major financial performance measures, including 
revenue, EBIT, EBITDAF and NPAT. AsureQuality has historically met or 
exceeded its NPAT targets. However, AsureQuality is forecasting a significantly 
lower NPAT for the next two years, reflecting the impact of changes to the 
export red meat inspection standards.

Shareholder returns

AsureQuality paid an interim dividend for the 2011/12 financial year of $1.5 
million in March 2012 and paid a final dividend of $2.9 million in September 
2012. In addition, AsureQuality also paid a special dividend in September 
2011 of $2.5 million as part of the transition to AsureQuality’s target capital 
structure. The dividends are consistent with the dividend policy as detailed in 
the AsureQuality SCI. 

From a cash flow perspective, AsureQuality paid $7.1 million in dividends over 
the financial year, which represents a dividend yield of 7.7%. 

The change to export red meat inspection standards (discussed above) has 
resulted in a $5.5 million decline in commercial value (from $94.8 million to 
$89.3 million). Consequently AsureQuality’s TSR for 2011/12 was 1.7%.

Major investments

AsureQuality continues to 
explore international expansion 
opportunities, and has been 
successful in obtaining funding 
from New Zealand Trade & 
Enterprise’s International Growth 
Fund to assist with market 
development work in South-east 
Asia and the Middle East.

The company’s strategy remains 
focused on food safety and 
biosecurity and will look to align with 
companies operating in the global 
food-chain rather than those focused 

solely on the domestic market. 

Non-financial performance

In the two years since the 
Singapore Laboratory opened, the 
scope of testing has increased by 

50% to 46 key groups.

Corporate social responsibility
AsureQuality supported the Agri-
Women’s Development Trust and 
the majority of the South Island 
rescue helicopter trusts through a 
bi-annual rural mapping fundraiser. 
The mapping includes collecting 
information from landowners on 
property details including hazards, 
buildings and access points.

A number of staff took the 
opportunity to use the Employee 
Volunteer Programme to donate 
one day to support a charity of their 
choice.
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Genesis Power Limited

Chair »  
rt hon dame Jenny Shipley

BOard » Joanna Perry, 
alison andrew, John dell, 
Graeme Milne, rukumoana 
Schaafhausen, andrew 
Clements, John Leuchars

ChieF exeCUTive » 

albert Brantley

Activities
Genesis Energy is a leading energy 
retailer and electricity generator 
with clear focus on New Zealand 
markets and customers. Genesis 
Energy generates and sells 
electricity into the wholesale market 
and retail markets. Approximately 
67% of its generation is thermal 
with the other 33% coming from 
hydro and wind. The company 
is also the country’s leading gas 
retailer and sells natural gas in 
the North Island and bottled LPG 
throughout the country.

Genesis Energy has around 2,141 
megawatts (MW) of installed 
generation capacity. Its generation 
assets include the 1,000 MW 
Huntly station, a 400 MW high 
efficiency gas fired plant (Huntly 
Unit 5), a 48 MW peaking plant 
(Huntly Unit 6), the Tongariro and 
Waikaremoana hydro schemes, the 
Tekapo A and B hydro stations and 
the Hau Nui wind farm. Genesis 
Energy is New Zealand’s largest 
electricity and gas retailer with 
around 670,000 customers. 

Genesis also has a 31% interest in 
the Kupe Oil and Gas Field which 
delivers 15% of New Zealand’s 
annual gas demand, and 50% 
of New Zealand’s LPG demand. 
Genesis has contracted for 100% 
of the Kupe gas. 

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 3.5% (15.4%) 15.6% 30.5% (3.3%)

Dividend yield 1.6% 2.3% 2.6% 0.0% 0.0%

Dividend payout 29.7% 28.5% 34.8% 0.0% 0.0%

Adjusted ROE 9.9% (12.3%) 7.1% (0.7%) 9.3%

Efficiency

ROCE 11.6% (10.4%) 8.5% 2.3% 10.3%

Operating margin 12.3% 10.3% 13.1% 16.0% 17.3%

Generator efficiency* 33 25 33 45 46

Leverage

Net gearing 27.5% 29.6% 26.4% 40.8% 35.1%

Interest cover  7.06 3.15  4.73  5.69 4.81 

Current ratio 1.06 1.00 1.57  0.60 1.44 

Other Five-year average

Dividend growth     (100.0%)

Revenue growth     5.1%

income statement

$m 2008 2009 2010 2011 2012

Revenue  2,437 1,957 1,895 1,834  2,270 

EBITDAF  301 202 249 293 393 

NPAT  99  (136)  69 (17)  90 

Net energy revenue  1,018 889 846 690 897 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  2,707  2,585  2,532  3,677  3,636 

Total liabilities 1,300  1,193 1,087 1,965 1,835 

Commercial value** 1,744 1,439 1,624 2,120  2,050 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  167  199  190  194 287 

Purchase of fixed assets  218  190  43 865  65 

Dividends paid  29  36  39 - - 

Net cash flow  2 15  (3)  (4)  9 

Notes:

* Gentailers only ($MWh).

** Commercial valuation from the SCI. The methodology for commercial value estimates changed in 
2011/12.
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Operations
Given the low rates of electricity demand growth and the current overcapacity 

in the generation market, Genesis Energy’s focus is on business development 
and customer-focused innovation as a whole, rather than building new 
generation. Central to this strategy is providing an enhanced customer 
experience through providing a range of communication channels, and 
delivering innovative products and services that will deliver demand-side 
efficiencies and more customer choices and control, in order to improve 
margins through reducing customer churn and the cost to serve. During 2012 
Genesis was able to maintain stable customer numbers despite the highly 
competitive nature of the market. A high customer satisfaction score was 
achieved, with 93% of customers rating its service as good or excellent. 

This year was the first dry year since 2007/08 for the electricity industry, with 
inflows into the Waiau and Waitaki catchments the lowest on record, and this 
has had a major impact on the results across the sector. Genesis Energy’s 
diversified portfolio of generation assets performed well under these conditions 
and thermal generation volumes were up 29% to 5,654 GWh. Supported by the 
first full year of production from Tekapo A and B, renewable generation volumes 
were up 32% to 2,812 GWh (Tekapo A and B provided 885 GWh).

Genesis Energy’s major capital expenditure commitment over the next two 
years is the Tekapo canal remediation. Monitoring has indicated that the canal 
has deteriorated since August 2011, with new leaks appearing. The current 
risk of canal failure is considered in excess of normally accepted levels and its 
remediation is therefore a priority. Genesis Energy has allocated in excess of 
$125 million for the remediation work and expects to complete it over a two-
year period.

Kupe performed well over the period with Genesis Energy’s share of EBITDA 

up 3% to $95 million.

Financial performance
The dry conditions in 2011/12 resulted in the highest average wholesale 
prices since 2008. Genesis Energy’s gains in EBITDAF reflected these higher 
wholesale prices combined with increased generation volumes primarily 
driven by the acquisition of Tekapo A and B. These gains were partially offset 
by higher wholesale electricity purchase costs, transmission and distribution 
costs. Kupe contributed to increased performance.

The improved financial performance helped to strengthen the balance sheet 
with operating cash flow, excluding interest, increasing by $123 million leading 
to a $207 million reduction in net debt.

Shareholder returns
No dividends were paid in 2011/12 as Genesis Energy used additional funds 
from improved performance to pay down debt which had increased to fund 
the acquisition of Tekapo A and B stations. Genesis has indicated its intention 
to re-commence the payment of dividends in the 2012/13 year.

No dividends and a slight drop in commercial value, largely through change in 
valuation basis, resulted in a negative TSR.

Major investments

Genesis considers there is 
overcapacity in the generation 
market at present. Therefore, its 
strategy is to secure options for 
future generation development. 
It is advancing a range of wind 
farm options including Castle Hill 
in the Wairarapa and Slopedown 
in Southland. Resource consents 
for Castle Hill wind farm were 
announced by independent 
commissioners on 11 June 2012. 
These have been appealed to the 

Environment Court.

Non-financial performance

Genesis Energy achieved its 
customer satisfaction target and 
its generator efficiency result, 
measured by EBITDAF/MWh, 
was within 1% of its target. It also 
achieved compliance with its 
Resource Management Act year 

target. 

Corporate social responsibility
Genesis Energy has a broad range 
of activities in the community. Two 
examples include the Genesis 
Oncology Trust (which supports 
research into cancer prevention, 
detection and treatment) and its 
partnership with the Department of 
Conservation to support and fund a 
five-year National Whio (Blue Duck) 
Recovery Programme. 



page | 74

Kordia Group Limited

Chair » david Clarke

BOard » Lorraine Witten, 
John allen, debbie Birch, 
rhoda Phillippo, John Quirk, 
Tony Briscoe

ChieF exeCUTive » Geoff hunt

Activities

Kordia is a telecommunications 

and media business that provides 

network and technology solutions.

In New Zealand, Kordia Networks 

is the major provider of television 

transmission services, and owns 

an extensive telecommunications 

network. Kordia Solutions supports 

Kordia’s own network and works 

with customers in the broadcast, 

telecommunications and private 

networks industries. 

In Australia, Kordia Solutions 

provides design, build and 

maintenance services to the telco 

and mining sectors. 

Kordia Group also owns Orcon 

which provides broadband services 

to homes and businesses across 

New Zealand. 

The company was created 

on 1 January 2004 from the 

separation of the transmission and 

telecommunications business from 

Television New Zealand Limited.

The name Kordia comes from the 

Latin “accordia” meaning harmony 

– bringing people and technology 

together as one. 

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return (25.5%) 4.4% 19.2% (43.7%) 29.6%

Dividend yield 4.7% 0.0% 0.0% 0.0% 0.8%

Dividend payout 251.5% 0.0% 0.0% 0.0% 5.9%

Adjusted ROE 0.8% (1.1%) (1.0%) (16.3%) 13.6%

Efficiency

ROCE 7.8% 4.9% 7.1% (6.2%) 15.8%

Operating margin 18.6% 17.5% 20.7% 17.7% 14.8%

Leverage

Net gearing 50.8% 49.2% 47.1% 45.9% 40.5%

Interest cover  5.22  4.93 5.91  6.57  8.49 

Current ratio  0.64  1.15  0.83 0.91  0.83 

Other Five-year average

Dividend growth     (26.5%)

Revenue growth     8.6%

income statement

$m 2008 2009 2010 2011 2012

Revenue 239 254 258 295 398 

EBITDAF  44  44  53  52  59 

NPAT 1  (1)  (1)  (15) 12 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 263 278 257 239 259 

Total liabilities 161 181 161  157  167 

Commercial value*  160  167  199 112  144 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 31  38  40  40  44 

Purchase of fixed assets  37  27 21 15  35 

Dividends paid  9 - - - 1 

Net cash flow (5)  6 (8)  2  (1)

Note:

* Commercial valuation from the SCI.
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Operations
Kordia Group has been continuing its transformation to ensure a viable 

future beyond digital switchover (DSO) in New Zealand (the Government has 

confirmed that DSO will be completed by the end of December 2013). Kordia 

refers to this transformation as its “broadcast to broadband strategy”. 

The strategy has involved acquiring businesses such as Orcon (an internet 

service provider) and Kordia Solutions Australia, developing new products 

and services, while removing costs and changing cultures. It has been a 

challenging process. Today, 60% of Kordia’s revenue comes from services that 

did not exist in its portfolio five years ago. 

Financial performance
Kordia’s revenues increased by 35% in 2011/12 relative to 2010/11; from 

$294.5 million to $398.5 million. The revenue increase was principally attributable 

to Kordia Solutions Australia’s significant increase in contracting work.

Kordia reported NPAT of $12.1 million for the year. This compares with a loss of 

$14.7 million for the previous financial year. Kordia’s 2010/11 result included a 

$21.9 million write-down in the value of its network assets that were impaired as a 

result of DSO. 

In addition to the growth in revenues, the favourable 2011/12 result was boosted 

by a one-off gain following the Commerce Commission reaching a settlement with 

Telecom regarding the sub-loop extension claim. 

Performance against plan
Kordia’s NPAT of $12.1 million compares with a budgeted NPAT of $6.2 million. 

The positive variance of $5.9 million is driven by the stronger operating results 

by the company’s business units and the one-off gain noted in the section 

above. 

Shareholder returns
Kordia had not paid a dividend since 2007/08 as debt repayment and 

investment in the transformation of the business had been the priority. The 

Board reinstated dividend payments during the year, and has paid a $2 million 

dividend in relation to the 2011/12 financial year. 

Kordia’s $1 million in dividends in cash flow terms over the financial year 

represented a dividend yield of 0.8%. Kordia’s estimated value increased from 

$112.0 million to $144.1 million resulting in a TSR of 29.6%. 

Major investments

Kordia is investing in its Australian 

business to fund its significant 

growth. Kordia also continues to 

invest in new products and services 

such as OnKor – its wide area 

network platform, and Genius – a 

product launched by Orcon, which 

allows phone calls to be made over 

a broadband connection.

Non-financial performance

Kordia achieved its safety, network 

availability, staff engagement and 

Resource Management Act year 

targets. Kordia did not conduct a 

group customer satisfaction survey 

for the 2011/12 financial year.

Corporate social responsibility

This year, Kordia created the 

“Kordia Community” through its 

website that encourages people 

and businesses operating in the 

technology sector to share ideas 

and content that are of value to 

others.

Kordia also continues to support 

the development of a more 

educated future workforce for the 

technology industry by hosting 

Workchoice Day and supporting 

the Centre for Social Innovation.
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Landcorp Farming Limited

Chair » Bill Baylis

BOard » Warren Larsen, 
Chris day, John Brakenridge, 
Traci houpapa, Basil Morrison, 
Nikki davies-Colley, Pauline 
Lockett

ChieF exeCUTive » Chris Kelly

Activities

Landcorp was created out of the 

Department of Lands and Survey 

in 1987. Landcorp’s core business 

is pastoral farming including dairy, 

sheep, beef and deer. Landcorp 

operates 119 properties totalling 

375,681 hectares and it has three 

subsidiary companies: Landcorp 

Holdings Limited owns Landcorp 

property protected from sale under 

an agreement with the Crown; 

Landcorp Estates Limited develops 

and sells land (normally with joint 

venture partners), which is suitable 

for higher-value use than farming; 

and Landcorp Pastoral Limited 

holds Landcorp’s investment 

in the Focus Genetics Limited 

Partnership.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 10.9% 5.7% (12.4%) 10.3% 5.5%

Dividend yield 0.9% 0.9% 0.7% 1.3% 1.9%

Dividend payout 59.4% N/A 160.7% 45.0% 71.2%

Adjusted ROE 21.0% 8.3% 3.9% 26.3% 9.2%

Efficiency

ROCE 12.3% 5.6% 7.5% 15.9% 9.0%

Operating margin 29.1% 13.3% 20.8% 33.2% 22.5%

Leverage

Net gearing 11.4% 12.2% 11.4% 10.4% 11.4%

Interest cover  3.67  1.71  3.33  7.54  4.75 

Current ratio  4.05  3.76  4.23  4.99  2.78 

Other Five-year average

Dividend growth     55.8%

Revenue growth     8.9%

income statement

$m 2008 2009 2010 2011 2012

Revenue  180  164  172 230 211 

EBITDAF  52  22  36  76  47 

NPAT  59 10 (6) 115 (9)

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 1,729 1,669 1,522 1,663 1,663 

Total liabilities 280 309 285 311  331 

Commercial value* 1,360 1,450 1,270 1,400 1,450 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 31  9 18  52 51 

Purchase of fixed assets  93  53  28  58 51 

Dividends paid** 12 13 10 18  28 

Net cash flow 1  (1) 1 (0)  0 

Notes:

* Commercial valuation from the SCI.

** Under an arrangement entered into with the Crown at the time of the Protected Land Agreement in 2007, 
Landcorp’s dividends were diverted back to Landcorp in the form of redeemable preference shares.  The 
final dividend diversion agreement was completed during 2009/10.
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Landcorp Farming Limited

Operations
Landcorp’s performance is 

significantly impacted by two factors: 

climatic conditions and commodity 

prices. 

Landcorp’s strategy to mitigate the 

volatility of climatic conditions and 

commodity prices is to maintain 

diversified farming operations across 

sheep, beef, dairying and deer. 

Landcorp also focuses on achieving 

productivity growth through best 

practice farming, including the use of 

new technologies and information.

Financial performance
Landcorp achieved a net operating profit of $27 million in 2011/12 (net 

operating profit excludes the effect of the revaluation of livestock and farm 

prices), which was $15 million down on the previous year’s record net 

operating profit of $42 million. This was the result of declining commodity 

prices in milk, timber and wool, despite volume growth in all areas of the 

company’s land-based production.

Performance against plan
Landcorp’s net operating profit of $27 million was $11 million higher than the 

forecast of $16 million. This is a result of stronger production and livestock 

prices than forecast. Landcorp’s TSR was a gain of 5.5%, which is below the 

target of 7.8% and is a result of losses in the value of livestock and a smaller 

than expected upwards land revaluation.

Shareholder returns
Landcorp’s target dividend payout is to average 75% of net operating profit 

after tax. For 2011/12, Landcorp has declared a dividend from operating 

profit of $20 million, which is $5 million higher than the planned dividend of 

$15 million. 

Landcorp’s TSR of 5.5% compares to 10.3% in the prior year. This was mainly 

owing to a smaller upwards revaluation on land than was realised in the 

2010/11 year, as the majority of Landcorp’s TSR is unrealised value gain from 

its large asset base. Landcorp’s dividend yield was 1.9%, having averaged 

1.0% over the previous three years.

Major investments

Landcorp continues to invest in 

its farms, particularly through 

expansion of its dairy operations, 

increased investment in best 

practice effluent systems and 

storage, deployment of efficient 

irrigation and pasture management 

systems and through the rollout 

of information technology for 

more precise and efficient farm 

management.

Non-financial performance

Landcorp completes a Balanced 

Scorecard to measure its success in 

achieving its sustainability objectives 

such as sustainable improvement 

of pasture and kilograms of 

product per hectare, farming with 

environmentally sound practices 

and protecting environmental areas. 

Landcorp performed well against its 

operational performance measures 

with increased lamb and milk 

production. 

Corporate social responsibility

Landcorp has targets for its 

performance in relation to 

the environment, staff and its 

customers. These are included in 

the Balanced Scorecard.
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Learning Media Limited

Chair » Sandy Maier

BOard » Lindsay Corban, 
Margaret Bendall, Ben irving, 
Tim Livingstone, Taria Tahana, 
Kim Wicksteed

ChieF exeCUTive » 

david Glover

Activities

Learning Media’s core business 

is the publication, production, 

marketing and sale of educational 

materials, in both print and digital 

media. Learning Media also 

services a variety of customers 

within New Zealand and overseas.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return (36.3%) 61.8% 90.9% 58.1% (26.2%)

Dividend yield 0.0% 0.0% 0.0% 0.7% 3.4%

Dividend payout 0.0% 0.0% 0.0% N/A N/A

Adjusted ROE (80.6%) 46.3% 32.4% 9.7% (16.3%)

Efficiency

ROCE (95.9%) 66.8% 42.4% 13.1% (16.9%)

Operating margin 7.0% 12.2% 10.0% 5.1% (1.5%)

Leverage

Net gearing 0.0% 0.0% 0.0% 0.0% 0.0%

Interest cover 14.68 131.00 115.76  50.33 (5.54)

Current ratio  0.94 1.25 1.50  1.41  1.17 

Other Five-year average

Dividend growth     N/A

Revenue growth     2.0%

income statement

$m 2008 2009 2010 2011 2012

Revenue  24  24  24  23  28 

EBITDAF  2  3  2 1 (0)

NPAT (3) 1  2 1  (1)

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  7 12 13 15 13 

Total liabilities  4  8  7  9  8 

Commercial value*  3  6  11 17 12 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  3  5  2 (2)  0 

Purchase of fixed assets 1  0  0  0 1 

Dividends paid - - -  0  0 

Net cash flow  0  4  (1) (3)  (1)

Note:

* Commercial valuation from the SCI.
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Learning Media Limited

Operations
Learning Media is attempting to adapt to a fast-changing market place. Its 

core education and health markets have become more competitive and the 

publishing industry as a whole is transitioning from print media to digital 

products. In response, Learning Media acquired CWA New Media in April 2011 

to increase its digital capability. Learning Media has strong expertise in Te 

Reo M ori and Pasifika as well as a presence in many international markets. 

Adjusting to a changing marketplace and challenging economic conditions is 

the key to Learning Media’s return to prosperity in future years. 

Financial performance
After three years of trading profitability, 2011/12 proved a challenging year for 

Learning Media, resulting in a pre-tax loss for the company of $1.2 million. The 

high New Zealand dollar has impacted on Learning Media’s competiveness in 

international markets and, while revenue improved, it still fell short of budget. As 

Learning Media’s core markets become increasingly contestable, the challenge 

for Learning Media is to secure work with sustainable margins including new 

contracts outside of its traditional revenue sources.

Performance against plan
Learning Media grew its revenue from $23.6 million in 2010/11 to $27.6 million 

in 2011/12. However, this figure was still below its SCI target of $30.7 million. 

A number of factors, including reduced margins, the high New Zealand dollar 

and the costs of a restructure, led to a net loss after tax of $865,000 against a 

planned net profit after tax of $885,000.

Shareholder returns
Learning Media’s financial performance for 2011/12 means it will not pay 

dividends relating to this year. The Board and management remain committed 

to ensuring that Learning Media evolves into a sustainable business which 

makes dividend payments to the shareholder on a year-on-year basis.

Learning Media paid $473,000 in dividends in the course of the year (relating 

to previous year’s performance), which represented a dividend yield of 3.4%. 

However, a $4.8 million drop in commercial value (from $16.5 million to 

$11.7 million), means that TSR for 2011/12 was -26.2%. TSR has been highly 

volatile for Learning Media over the past five years, ranging from -36% to 

+91%.

Major investments

Learning Media purchased 

CWA New Media in 2010/11 to 

enhance its capability in digital 

media. In 2011/12 Learning Media 

concentrated on integrating 

CWA’s digital and online expertise 

capabilities into the wider company. 

Learning Media’s investment in 

CWA concentrates primarily on 

creating more innovative, digitally 

led services and increasing the 

company’s capability to create and 

deliver educational material using 

appropriate media.

Non-financial performance

As Learning Media’s revenue is 

derived from contestable sources, 

it increasingly looks to measure 

a range of customer satisfaction 

factors. These include Learning 

Media’s Ministry of Education 

project satisfaction result which 

was 90%, a 0.5% improvement on 

2011.  

Corporate social responsibility

Learning Media measures the 

environmental sustainability of 

its print and packaging output to 

minimise adverse impacts from 

its print and other productions 

operations.
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Meridian Energy Limited

Chair » Chris Moller

BOard » Peter Wilson, 
John Bongard, Jan dawson, 
Mary devine, Mark Cairns, 
anake Goodall, Stephen reindler, 
Sally Farrier

ChieF exeCUTive » Mark Binns

Activities

Meridian is a generator, wholesaler 

and retailer of electricity. 

It is the largest of the energy SOEs 

and produces approximately 

30% of New Zealand’s electricity. 

Meridian generates electricity 

from renewable sources – wind 

and water in New Zealand; wind 

in Australia; and solar in the 

United States. 

Meridian, together with subsidiary 

Powershop, retails electricity to 

approximately 287,000 connection 

points. It also supplies power to 

the Tiwai Point aluminium smelter, 

which consumes about 14% of 

New Zealand’s total electricity.

Financial performance measures

 2008 2009 2010 2011 2012

Returns

Total shareholder return 25.5% 0.5% 28.2% 7.2% 3.4%

Dividend yield 5.9% 0.5% 5.8% 10.4% 2.2%

Dividend payout 149.0% 18.3% 127.4% 428.8% 118.0%

Adjusted ROE 6.9% 12.6% 15.9% 25.7% 2.4%

Efficiency

ROCE 9.2% 13.1% 15.0% 19.4% 5.8%

Operating margin 14.3% 27.1% 31.1% 32.1% 18.5%

Generator efficiency 31 42 46 48 43

Leverage

Net gearing 16.9% 21.7% 23.3% 19.0% 24.5%

Interest cover 6.42 7.15 7.97 6.28 5.23 

Current ratio  0.81 0.75 0.49 1.10 0.96 

Other Five-year average

Dividend growth     (17.5%)

Revenue growth     7.7%

income statement

$m 2008 2009 2010 2011 2012

Revenue 2,603 1,892 2,062 2,053 2,570 

EBITDAF 371 512 642 660 477 

NPAT 129 89 184 303 75 

Net energy revenue 646 742 920 907 749 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 7,198 7,177 8,716 8,460 8,693 

Total liabilities 2,993 2,893 3,645 3,529 3,867 

Commercial value* 5,500 5,500 6,700 6,500  6,579 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 339  314 452 369 322 

Purchase of fixed assets 264 466  197 248  510 

Dividends paid 298  30 353 684 141 

Net cash flow  20  (24)  7  314  (154)

Note:

*     Commercial valuation from the SCI.
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Meridian Energy Limited

Operations
Meridian generates electricity from hydro assets in Manapouri and the Waitaki 

Basin, and from the West Wind, Te Apiti, White Hill and Te Uku wind farms. 

Meridian’s earnings can be variable from one year to the next, primarily 

depending on rainfall. 2011/12 has been the first dry year since 2007/08 for 

the electricity industry with inflows into the Meridian catchments of Waiau 

and Waitaki the lowest on record. The dry conditions resulted in the highest 

average wholesale prices since 2008. 

Dry years present a major business risk for Meridian and the effects of dry 

hydrology conditions are apparent in Meridian’s financial performance for 

2011/12. Meridian’s financial performance is improved on the last dry year of 

2007/08, but still significantly down on 2010/11 when there were wet hydrology 

conditions. 

Improving retail performance has been a strategic focus for Meridian in the 

past year. Meridian’s retail EBITDAF figure for 2011/12 has been negatively 

impacted by high wholesale prices as a result of the dry hydrology conditions, 

but Meridian has indicated that, on an equalised wholesale power basis, the 

underlying EBITDAF of the retail division has improved. Meridian’s share of 

the retail market has also grown by 0.5% on the back of strong growth of the 

Powershop brand. 

Financial performance
EBITDAF was down 27.8% to $477 million and profit was down 76% to $75 

million. In addition to hydrology, other factors that have contributed to this 

are the transfer of the Tekapo assets to Genesis and non-cash impairments 

reflecting generation projects that Meridian has abandoned (Project Hayes 

and Mokihinui) and the divestment of subsidiary Whisper Tech. 

Performance against plan
Meridian underperformed against most of its target financial performance 

measures. Underlying return on average equity (excluding revaluations) was 

10.8% compared to the target of 16%. Underlying return on average capital 

employed (excluding revaluations) was 5.1% compared to the target of 9.5%. 

Shareholder returns
Meridian paid cash dividends during the year of $140.7 million. This payment 

reflected the operating result of the company and its current dividend policy. The 

dividend payment in 2010/11 was high as a result of a special dividend paid out as 

a result of the sale of the Tekapo A & B power stations.

TSR for Meridian was 3.4%.

Major investments

In June 2012 the Meridian Board 

approved the $169 million Mill 

Creek wind farm development. 

Preparatory civil works 

commenced in July 2012 with full 

power expected in mid-2014.

In Australia, the construction of 

the Macarthur wind farm, a joint 

venture between Meridian and 

AGL Energy, is on track to be fully 

commissioned by July 2013. At 

completion this 420 MW project 

will be the largest wind farm in the 

Southern Hemisphere.

Meridian’s Board also approved 

the development of the Mt Mercer 

wind farm in Victoria. 

Non-financial performance

Targets for plant availability and 

forced outages were achieved in 

both hydro and wind plants.

Corporate social responsibility

Meridian works with a wide 

range of stakeholder groups on 

environmental and community 

issues. Meridian has a national 

sponsorship programme currently 

providing funding to arts, sports 

and conservation organisations. 

This year Meridian’s key sponsor 

partners were the Royal New 

Zealand Ballet, South Island 

Rowing and Project Crimson’s 

Living Legends community tree-

planting programme.
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Meteorological Service of New Zealand Limited

Chair » Sarah Smith

BOard » Greg Cross, Carolyn 
harkess, Judy Kirk, James Koh, 
Carlos da Silva, Te Taru White

ChieF exeCUTive » 
Peter Lennox

Activities

MetService provides weather 

information services in the form 

of forecasting and advice, and 

weather graphics and data 

systems. These services are 

provided to the general public in 

New Zealand and clients in the 

energy, media, aviation, transport, 

oil and gas, mining, infrastructure, 

agriculture and retail industries 

globally. MetService also generates 

revenues through its interactive 

services (www.metservice.com, 

apps) and telephone forecast 

service (MetPhone). MetService 

employs 240 staff across offices 

in Wellington, Paraparaumu, 

Auckland, Christchurch, Sydney 

(Australia), Hong Kong and 

Reading (United Kingdom).

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 1.7% 10.9% 28.6% 15.7% 8.0%

Dividend yield 5.1% 1.5% 2.8% 3.2% 1.2%

Dividend payout 41.4% 20.0% 39.8% 88.3% N/A

Adjusted ROE 38.7% 33.2% 20.5% 23.1% 6.9%

Efficiency

ROCE 38.5% 32.6% 23.8% 19.1% 7.7%

Operating margin 22.0% 23.8% 24.6% 25.2% 18.6%

Leverage

Net gearing 39.4% 28.4% 40.9% 48.1% 53.7%

Interest cover  22.33 21.03 15.78  12.10 7.41 

Current ratio  0.75  1.12  0.87 1.00  0.99 

Other Five-year average

Dividend growth     (17.4%)

Revenue growth     6.1%

income statement

$m 2008 2009 2010 2011 2012

Revenue  35  37  38  39  42 

EBITDAF  8  9  9 10  8 

NPAT  3  3  2  3 1 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 21  24  29  37  40 

Total liabilities 13 12 17  23  25 

Commercial value*  32  35  44  49  53 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  6  4  5  5  2 

Purchase of fixed assets  7  3  8  8  4 

Dividends paid  2 1 1  2 1 

Net cash flow (2)  2 (0) 1  (1)

Note:

* Commercial valuation from the SCI.
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Meteorological Service of New Zealand Limited

Operations
Around 45% of MetService’s current revenues are derived from a six-year 
contract with the Ministry of Transport (MoT) to provide weather information to 
the New Zealand public. 

MetService’s future financial success and commercial value are linked to the 
success of its growth businesses; in particular, the growth of MetService’s 
international commercial subsidiary MetraWeather, which provides weather 
information products and services for the energy, media, oil and gas, mining, 
infrastructure and retail industries.

The year marked the 150th anniversary of MetService, and the launch of the 
company’s new “weather intelligence” brand strategy. Locally, MetService 
launched new smartphone apps and a number of new features on its website, 
including daily video weather updates. The company’s Asian presence 
expanded rapidly with a number of significant media industry wins, and its 
share of the Australian market also continued to increase on the back of 
impressive forecasting accuracy. European activity saw the renewal of a 
significant contract as well as a major new sale in a challenging energy market.

The weather highlight of the year was the polar outbreak of mid-August 2011, 
the most widespread and prolonged since 1939. The event was well forecast 
and communicated, with comprehensive media coverage and accuracy of 

initial warnings preventing significant stock losses.

Financial performance
MetService has delivered annual revenue growth every financial year since 
2005/06. The five-year average revenue growth is a creditable 6.1%. In the 2012 
financial year MetService grew its revenue from $39.2 million to $42.4 million. With 
the exception of the MoT contract revenue which remains frozen at the 2010 level, 
revenue grew across all product lines. MetService’s NPAT of $1.0 million was a 
disappointing result, being $2.1 million below last year. However, the NPAT result 

was impacted by a $2.2 million impairment of software development in progress. 

Performance against plan
MetService fell well short (by $2.0 million) of its NPAT target of $3.0 million set in 
its SCI. However, as mentioned in the previous section, NPAT was significantly 
affected by the one-off $2.2 million software development impairment. In general, 
based on key financial performance metrics from its SCI, MetService was less 
profitable and produced lower than planned returns to its shareholders. In the 
past, MetService has generally performed in line with budget expectations.

Shareholder returns

MetService declared a dividend of $500,000 to the Crown for the financial year, a 
significant decrease on the $1.1 million declared relating to 2010/11. 

From a cash flow perspective, MetService paid $625,000 in dividends in 
2011/12, a dividend yield of 1.2%. The commercial value of the Crown’s 
investment in MetService increased by $3.3 million to $52.6 million, resulting in 
a TSR for 2011/12 of 8.0%. This compares with our estimated cost of equity for 
MetService of 8.2% and an average annualised TSR for the previous three years 
of 17.8%. 

Major investments
MetService continues to invest in 
its weather observation network 
as part of a five-year $12 million 
upgrade programme. During 
the year MetService completed 
the installation of the Hokitika 
radar and with the construction 
of the Northland radar planned in 
2012/13 MetService will complete 
the upgrade. The weather radar 
will provide coverage to 60% 
of the country and significant 
improvements to the accuracy of 

severe weather warnings. 

Non-financial performance
MetService measures the 
performance and accuracy of its 
warnings and forecasts, as well as 
the performance of its observing 
systems. All continue to outperform 

the measures set in the SCI. 

Corporate social responsibility

MetService fulfils its corporate 
social responsibility obligations 
through a number of initiatives, 
including contributing to the 
development of severe weather 
forecasting in the Pacific region, 
and donation of more than 
$210,000 of free advertising space 

for charities on metservice.com.
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Mighty River Power Limited

Chair » Joan Withers

BOard » Trevor Janes, 
dr Michael allen, Prue Flacks, 
Jon hartley, Tania Simpson, 
Keith Smith, James Miller

ChieF exeCUTive » 

doug heffernan

Activities

Mighty River Power’s core business 

is the generation and retailing of 

electricity. Mighty River Power’s 

generation is primarily from 

renewable sources, with nine 

Waikato River hydro power stations 

and interests in four geothermal 

stations. Mighty River Power also 

operates a gas-fired co-generation 

plant at Southdown in Auckland. 

The company has the capacity 

to generate about 20% of New 

Zealand’s total electricity demand. 

It sells electricity and gas to almost 

400,000 customers through its 

retail brands Mercury Energy, 

Bosco and Tiny Mighty Power.

Mighty River Power also provides 

metering and energy management 

services to consumers and 

energy retailers and is involved 

in international geothermal 

investments.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 6.8% 55.2% 7.5% 11.4% 8.3%

Dividend yield 2.5% 1.9% 8.3% 2.7% 3.2%

Dividend payout 42.2% 25.2% 311.1% 58.0% 86.7%

Adjusted ROE 12.8% 18.6% 8.0% 16.1% 15.1%

Efficiency

ROCE 12.8% 17.7% 9.1% 15.0% 14.1%

Operating margin 25.8% 39.9% 29.7% 38.1% 30.4%

Generator efficiency 60 77 60 67 65

Leverage

Net gearing 21.4% 17.9% 26.5% 24.6% 27.2%

Interest cover  6.83  10.10 6.21  5.64  5.35 

Current ratio  0.97 1.09  0.78  0.79 0.61 

Other Five-year average

Dividend growth     19.0%

Revenue growth     14.6%

income statement

$m 2008 2009 2010 2011 2012

Revenue  1,179  1,120  1,105  1,164  1,521 

EBITDAF 305 447 328 443  461 

NPAT  111  160  85  127  68 

Net energy revenue*  1,157 1,072 1,072 1,131 1,467 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  4,058  4,388  4,895  5,377  5,877 

Total liabilities 1,800 1,766  2,206  2,470  2,863 

Commercial value**  2,260  3,453  3,425 3,719  3,909 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 207  317 200 294 277 

Purchase of fixed assets 286  169  199  174  312 

Dividends paid  56  56 286  95 121 

Net cash flow (53)  23 (49) 21 10 

Notes:

* Sales less line charges less metering charges.

**  Commercial valuation from the SCI.
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Mighty River Power Limited

Operations
During the 2011/12 year, Mighty River Power benefited from above-average 

inflows into its Waikato River catchments during the first three quarters of 

the year. This was in contrast to the record low inflows to South Island hydro 

catchments throughout the year. 

Retail sales volumes increased 5% on the prior comparable period through an 

increase in sales to business customers and through Mercury Energy’s focus 

on acquiring and retaining higher volume residential customers as it expands 

into areas south of Auckland. The average retail sales price increased 5% on 

the previous year but wholesale purchase costs for the full year increased from 

$56.76/MWh in 2010/11 to $94.68/MWh in 2011/12. 

Mighty River Power has committed US$250 million to international 

development via the GeoGlobal Energy Fund (GGE), with just over 

US$230 million of Mighty River Power’s capital already deployed. In May 

2012, the 49.9 MW John L Featherstone plant on the Salton Sea reservoir in 

California was formally opened and became the first of Mighty River Power’s 

international geothermal investments to move into commercial operation. 

Mighty River Power has an investment in the John L Featherstone plant via 

GGE’s ownership of 20% of EnergySource LLC. The plant achieved a 99.4% 

capacity factor in its first full quarter of operation.

Financial performance
Mighty River Power reported steady financial performance. Underlying 

earnings, which adjusts for the effects of changes in the fair value of 

derivatives, were consistent with the previous year’s results – $163 million for 

2011/12 and $162 million for 2010/11. EBITDAF increased 4% to $461 million 

for the 2011/12 year. One-off gains were provided through the sale of carbon 

credits and a gain on sale from selling 10% of the Nga Awa Purua plant 

to Mighty River Power’s existing joint venture partner. Mighty River Power 

reported net profit after tax of $68 million for 2011/12, a reduction from 

$127 million in 2010/11. The primary driver of this fall was the recognition of 

an adverse change in the fair value of financial instruments owing to falls in 

interest rates. 

Performance against plan
Mighty River Power met its financial performance targets outlined in its SCI for 

return on equity (14.1%) and return on total capital employed (11.4%).

Shareholder returns
Mighty River Power paid dividends of $121 million over 2012.

TSR for Mighty River Power was 8.3%.

Major investments

Mighty River Power’s development 

of the 82 MW Ngatamariki 

geothermal plant remains on 

track for commissioning in mid-

2013. Difficulties experienced 

in drilling the second and third 

injection wells led the company to 

increase the contingency for the 

project by $18 million above the 

originally estimated project cost of 

$466 million. Ngatamariki will lift 

the company’s total geothermal 

capacity under its operation to over 

460 MW, or 40% of total capacity.

Non-financial performance

Mighty River Power achieved its 

performance target for retail market 

share (19.7% versus a target of 

19.1%).

It did not meet its targets for plant 

reliability (87.4% versus a target 

of 88.8%) or forced outages (2.9% 

versus a target of less than 2%). The 

company did not meet its customer 

satisfaction targets. 

Corporate social responsibility

Mighty River Power continues 

to support a range of charities 

and not-for-profit groups in the 

regions in which it operates 

including working on river health 

and wellbeing initiatives with the 

Waikato River Authority, supporting 

Rowing NZ, Taupo Coastguard, 

Ironman New Zealand and the 

Starship Foundation.
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New Zealand Post Limited

Chair » hon Sir Michael Cullen

BOard » al dunn, Pip dunphy, 
Murray Gribben, Temuera hall, 
Jackie Lloyd, david Willis, 
Carol Campbell, richard Leggat

ChieF exeCUTive » Brian roche

Activities

NZ Post Group (NZ Post) operates 

New Zealand’s largest postal and 

courier businesses. Its subsidiary, 

Kiwibank, is a significant player in 

the New Zealand banking market. 

NZ Post also has a number of 

related business activities, such 

as data management, stamps and 

collectables, and an extensive 

network of retail outlets.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 10.1% 2.4% 2.5% (12.8%) (3.9%)

Dividend yield 2.5% 1.2% 0.5% 0.2% 1.2%

Dividend payout N/A N/A N/A N/A N/A

Adjusted ROE 21.1% 12.1% (3.4%) (4.9%) 20.4%

Efficiency

ROCE 2.4% 1.2% 0.1% (0.2%) 1.9%

Operating margin 13.2% 13.1% 9.2% 2.9% 15.9%

Leverage

Net gearing 87.4% 89.9% 90.1% 89.4% 84.5%

Interest cover  0.45  0.32  0.26  0.07  0.38 

Current ratio  0.08  0.07  0.07  0.23  0.24 

Other Five-year average

Dividend growth     (18.1%)

Revenue growth     1.8%

income statement

$m 2008 2009 2010 2011 2012

Revenue 1,290 1,254 1,204 1,296 1,309 

EBITDAF 171  164 110  38 208 

NPAT 110  72 1 (36)  170 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  8,037 11,304  13,075  14,682 15,851 

Total liabilities  7,370  10,635  12,243  13,888  14,892 

Commercial value*  1,140  1,154  1,177 1,024 973 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  (51)  (433)  35  (608) (145)

Purchase of fixed assets  45  47  48  37 12 

Dividends paid  27 13  6  3 12 

Net cash flow (68)  127 (7) 41  (1)

Note:

* Commercial valuation from the SCI.
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Operations
In common with global trends, NZ Post continues to experience a decline 

in traditional mail volumes as customers’ preferences shift to electronic 
communications. At the same time, the number of delivery points is increasing 
owing to demographic changes. In 2011/12, domestic mail volumes 
decreased by 6.7% and this trend is expected to continue. Accordingly, 
NZ Post is in discussions with the Government seeking amendments to the 
Deed of Understanding between NZ Post and the Crown. In contrast, its 
subsidiary, Kiwibank, continues to experience growth. In 2011/12, Kiwibank’s 
loans and advances increased 8% to $12.4 billion and it now has more than 
800,000 customers. The market for time-critical document and parcel delivery 
is also a growth area and NZ Post purchased DHL’s shareholdings in the 
New Zealand and Australian courier businesses during the year. 

In this context, NZ Post faces a number of key strategic issues. These include 

the future shape and extent of its retail store network, Kiwibank’s growth 
options and developing digital solutions. As a result of this, NZ Post has 

developed, and is now implementing, new strategies to respond to these 

issues. It is focused on building a sustainable physical network, diversifying 

Kiwibank’s products and services and developing its offerings in the digital space.

Financial performance
NZ Post reported NPAT of $169.7 million for the 2011/12 financial year, 
which compares with a net loss after tax of $35.6 million for the previous 
financial year. In 2010/11, there was an increase in bad debt provisioning of 
$67.6 million in Kiwibank, reflecting the Canterbury earthquakes and economic 
conditions, a $35.2 million write-down of the Parcel Direct Group investment 
and restructuring costs of $11 million. The major reasons for this year’s result 
were a one-off gain of $102.6 million in relation to NZ Post’s acquisition of 
DHL’s shareholdings in the New Zealand and Australian courier businesses, 
and a better result for Kiwibank, which achieved an improved NPAT of 
$79.1 million compared to $21.2 million in 2010/11. This result was a return to 
expected profitability with net interest income margin increasing, reflecting a 

higher proportion of variable rate lending.

Performance against plan
NZ Post’s NPAT of $169.7 million in respect of the 2011/12 financial year was 
significantly higher than its budgeted profit of $40.1 million. The key reason 
for the variance to budget is the one-off gain of $102.6 million in relation to NZ 
Post’s acquisition of DHL’s shareholdings in the New Zealand and Australian 

courier businesses, and the improvement in the performance of Kiwibank. 

Shareholder returns
In the short term, the level of dividends is expected to remain low while the 
company makes the necessary investments to implement its key strategies. 
Investment in the business has been the priority, particularly to transform the 
postal business and support Kiwibank’s growth. 

In 2011/12, NZ Post paid $11.5 million in dividends, a dividend yield of 1.2%. 
However, a $51.0 million drop in commercial value (from $1,024.0 million to 
$973.0 million), resulted in an overall TSR for 2011/12 of -3.9%.

Major investments

NZ Post acquired DHL’s 

shareholdings in the New Zealand 

and Australian courier businesses 

during the year. It is re-investing 

Kiwibank’s profits in order 

to support its growth, and 

broadened its financial services 

offering by acquiring Gareth 

Morgan Investments in early 

2012. NZ Post is also investing in 

building sustainable postal and 

retail networks, and is developing 

opportunities in the digital space. 

Non-financial performance

NZ Post continues to offer services 

that meet and/or exceed the 

minimum obligations under its 

Deed of Understanding. It also 

achieved its safety, emissions 

reduction and people engagement 

targets but was slightly below 

plan on its standard letter service 

performance and customer 

favourability targets. 

Corporate social responsibility

NZ Post’s operations are intimately 

connected to the communities they 

are embedded in, and it engages 

in various activities, many based 

around literacy and literature 

such as its support for the Books 

in Homes programme and the 

Children’s Book Awards.
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New Zealand Railways Corporation (trading as KiwiRail)

Chair » John Spencer

BOard » Paula rebstock, 
Bob Field, John Leuchars, 
rebecca eele, Guy royal, 
dr Kevin Thompson

ChieF exeCUTive » Jim Quinn

Activities

KiwRail owns and operates the 

New Zealand rail network and the 

Interislander ferry service. 

Major services include national 

freight, ferries, the Tranz Scenic 

long distance passenger services 

and provision of Metro passenger 

services in Auckland and 

Wellington. Other KiwiRail divisions 

maintain the network and service 

the rolling stock. 

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return* N/A N/A N/A N/A N/A

Dividend yield N/A N/A N/A N/A N/A

Dividend payout 0.0% 0.0% 0.0% 0.0% 0.0%

Adjusted ROE* (10.1%) 25.9% 13.6% 1.9% (189.4%)

Efficiency

ROCE* (5.0%) 21.3% 12.9% 5.9% (132.4%)

Operating margin* 59.3% 51.8% 48.2% 44.0% 28.1%

Leverage

Net gearing 1.6% 3.1% 3.5% 3.5% 12.6%

Interest cover 9.41  20.26  20.04 15.40  6.47 

Current ratio 1.85  0.64  0.96  0.50  0.33 

Other Five-year average

Dividend growth     N/A

Revenue growth     N/A

income statement

$m 2008 2009 2010 2011 2012

Revenue 243 943  1,105  1,012 888 

EBITDAF  144 488 533 445 250 

NPAT (43) 239  194  34 (2,305)

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 11,908  13,335  13,249  13,570  4,262 

Total liabilities 280  781 829 932 802 

Commercial value** 11,549  12,554 12,419  (484) (715)

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 16  139  134  48  42 

Purchase of fixed assets  212 508 549 653 520 

Dividends paid - - - - - 

Net cash flow  3  8  (12)  49 (45)

Note:

* TSR, Adjusted ROE, ROCE and Operating margin ratios above include the capital grant revenue that 
KiwiRail has received from the Crown to undertake the Auckland and Wellington metropolitan network 
upgrades.  This revenue is also included in the Income statement measures above. This revenue varies 
from year to year depending on the projects being undertaken, and the metrics above are therefore 
skewed when assessing KiwiRail’s performance from a true commercial perspective.

**  Commercial valuation from SCI. Up until 2011, KiwiRail’s commercial valuation was based on the book 
value of net assets. 2011 was the first year where the Discounted Cash Flow valuation methodology was 
used, which is the reason for the significant change in valuation from 2010 to 2011.
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New Zealand Railways Corporation (trading as KiwiRail)

Operations
KiwiRail’s core business is providing services for commercial freight 
customers, in terms of bulk freight, import/export and domestic point-to-point 
transport. KiwiRail also provides metropolitan passenger services on behalf of 
the Wellington Regional Council, and services for Veolia which operates the 
passenger services in Auckland.

Turnaround plan and balance sheet restructure
A 10-year Turnaround Plan is underway to fundamentally reconfigure the 
organisation as a financially self-sustaining entity. The plan involves major 
procurement and project work, and a shift to becoming a customer-focused 
organisation. The Plan envisages about $3.1 billion of capital expenditure over 
10 years on renewal of the rail network and on rolling stock. The majority of the 
investment is to come from operating cash flows, but significant government 
support is also assumed. 

Since the start of this plan in 2010, the Government has committed 
$750 million towards this plan. Freight volumes have increased in all 
categories, and major customers have demonstrated their support for the new 
strategy by committing to co-investment in warehousing and other facilities.

After consultation between KiwiRail and shareholding Ministers, it was 
announced prior to 30 June 2012 that KiwiRail’s assets would be revalued 
down, to more accurately reflect the commercial return they generate. These 
reduced asset values and the associated write-down are reflected in the 
above financial metrics for 2012, as well as in both KiwiRail’s and the Crown’s 
financial statements for 2012. In conjunction with this asset write-down, a 
new SOE (NewCo) will be established to hold all the rail assets and liabilities 
currently held in the New Zealand Railways Corporation, excluding rail use 

land. 

Financial performance
2011/12 was the second year of the Turnaround Plan. While freight volumes 
and revenue have continued to increase, total revenue and EBITDAF are 
behind SCI targets. This was partly attributable to the continuing effects of 
unanticipated external events (the Canterbury earthquakes, Pike River mine 
explosion). 

The negative commercial value attributed to KiwiRail in its SCI reflects the 
significant capital expenditure required to address several decades of under-
investment in rail infrastructure and equipment. Delivery of the Turnaround 
Plan should result in continued improvement in the enterprise value of 
KiwiRail. 

Performance against plan
Although underling revenue has increased, excluding grant revenue 
($667.4 million to $715.8 million) mainly owing to an increase in freight revenue 
(which increased by 15% in the last year), KiwiRail did not meet its EBITDA 
target of $139.5 million. EBITDA of $77.6 million (which included $27.4 million 
of one-off non-recurring items) was also below the 2011 result of $100.3 million. 
KiwiRail’s ability in future to produce EBITDAF results in line with targets will 
be crucial for funding its portion of the capital investment associated with the 
Turnaround Plan. NPAT in 2012 was affected by the write-down in asset values 
as discussed above, and is therefore not easily comparable to prior years.

Major investments

In the past year KiwiRail has 

improved the standard of the 

network (evidenced by the low 

level of derailments and reduced 

speed restrictions), commissioned 

20 new locomotives (first in 30 

years), commissioned 535 new 

wagons, stretched the Aratere 

ferry to create more capacity and 

introduced new carriages on all 

Trans Scenic trains.

Non-financial performance

Key safety metrics for KiwiRail 

are Lost Time Injury Frequency 

Rate (target 4.4) and the Medical 

Treatment Injury Frequency Rate 

(target 42.0). Actual results were 

6.1 and 46.9 respectively. These 

are areas KiwiRail is focused on 

improving. 

Corporate social responsibility

KiwiRail has a number of safety, 

sustainability and beautification 

objectives. 

KiwiRail has been an ongoing 

supporter of the Chris Cairns 

Foundation and the Rail Heritage 

Trust. A wide range of other 

community activities are also 

supported from time to time.

Shareholder returns
KiwiRail has not paid dividends since 

its return to government ownership 

and no return to the owners is 

expected for some time.

Given KiwiRail’s negative commercial 

value estimate, it is difficult to 

meaningfully assess TSR in 

percentage terms. 
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Public Trust

Chair » Trevor Janes

BOard » robin hill, 
rodger Finlay, dinu harry, 
Sue McCormack, Fiona Oliver, 
Sarah roberts

ChieF exeCUTive » 
Graeme hansen

Activities

Public Trust is New Zealand’s most 

enduring trustee organisation, 

providing independent and reliable 

trustee services since 1873. As a 

Crown entity its independence is 

guaranteed under the Public Trust 

Act 2001. 

Public Trust is New Zealand’s 

largest provider of wills and 

estate administration services. 

It also provides a wide range of 

products and services to help 

all New Zealanders at different 

stages of their lives. These 

include: wills, enduring powers 

of attorney, estate planning and 

administration services; family, 

education, funeral and charitable 

trusts; corporate trustee services; 

asset management; investment 

services; financial and retirement 

planning; tax planning and advice; 

home loans and conveyancing; 

life and general insurance; student 

fee protection; administration, 

audit and advice for incapacitated 

persons pursuant to the Protection 

of Personal and Property Rights 

(PPPR) Act 1998.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return N/A N/A N/A 4.3% (13.1%)

Dividend yield N/A N/A N/A 0.0% 0.0%

Dividend payout 0.0% 0.0% 0.0% 0.0% 0.0%

Adjusted ROE (33.2%) N/A N/A N/A (10.5%)

Efficiency

ROCE (1.2%) (1.8%) (0.6%) (0.7%) (0.4%)

Operating margin (13.7%) (25.0%) (5.0%) (5.5%) (1.9%)

Leverage

Net gearing N/A N/A N/A N/A N/A

Interest cover N/A N/A N/A N/A N/A

Current ratio  0.30  0.28  0.29 0.51  0.62 

Other Five-year average

Dividend growth     N/A

Revenue growth     0.6%

income statement

$m 2008 2009 2010 2011 2012

Revenue  65  64  63 61  62 

EBITDAF (9)  (16) (3) (3)  (1)

NPAT (32) (47)  5 1  7 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 1,007 1,093  921 908 820 

Total liabilities  991 1,110  901 886 792 

Commercial value* -  36  35  36 31 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 18  (1) (3)  (1)  2 

Purchase of fixed assets 1  3 1  4  3 

Dividends paid - - - - - 

Net cash flow (6) (4) 15  (1)  30 

Note:

* Commercial valuation from the Statement of Intent (SOI).
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Public Trust

Operations
In 2008/09 and 2009/10, Public Trust was in a negative equity position owing 

to losses incurred in its Common Fund investment portfolio stemming from the 

global financial crisis. The Crown injected a total of $50 million of capital, and 

Public Trust began its change programme to reduce its risk profile and build 

long-term financial stability. Initiatives in the programme are designed to grow 

fee revenues, control costs and improve customer experience. 

The change programme and Public Trust’s financial performance have been 

negatively impacted by the 2011 Christchurch earthquake. Stronger results 

are expected to be demonstrated in the 2012/13 year. It will also be a time of 

transition as Graeme Hansen replaced Grenville Gaskell as Chief Executive in 

September 2012. 

Financial performance

Public Trust reported a higher than expected profit in the 2011/12 year, largely 

owing to reversals of previously recognised unrealised investment losses. 

NPAT for the year was $7.1 million compared to $600,000 in 2010/11. The 

reversals totalling $10.1 million were the result of a revaluation of securities, 

and occurred more quickly than planned. Continued operating improvements 

were evident from the increasing operating margin and EBITDAF, though both 

were negative. Public Trust’s profitability continues to depend on a number of 

factors, including the success of fee revenue enhancing initiatives as reliance 

on Common Fund net interest income reduces, and the reversal of previously 

unrealised investment losses.

A decline in the commercial valuation to $31.3 million reflects a change in 

funding by the Ministry of Justice. The change in funding is expected to affect 

the volume of wills written and cross-selling opportunities.

Public Trust is currently forecast to meet its minimum capital adequacy 

requirement under the Non-Bank Deposit Taker Scheme by the extended 

deadline of 1 December 2013. Public Trust’s Board has set a target ratio of 3% 

above the 8% minimum requirement, and Public Trust forecasts to meet this 

target by June 2015. 

Performance against plan
Public Trust reported a net profit after tax of $7.1 million compared to budget 

of $1.9 million. Net fair value adjustments (including the reversals of previously 

recognised unrealised investment losses) were $9.9 million, above budget of 

$6.1 million.

Shareholder returns 
Public Trust is not expected to make any distributions to the Crown until its 

financial position improves.

The assessed commercial value dropped by $4.7 million in 2012, which 

translates into a negative TSR of 13.1%.

Major investments

Public Trust has invested an 

average of approximately $5 million 

p.a. over the past three years in 

its change programme. Targeted 

areas include improving customer 

experience, growing core fee 

revenues and controlling costs.

Non-financial performance

Public Trust’s market share for wills 

was 15.1%, above the 2010/11 

figure of 14%. Its market share for 

estates (probates) was constant at 

14.2%. Customer satisfaction and 

advocacy showed slight declines 

as Public Trust announced plans to 

introduce commercial charging for 

wills for 2012/13.

Corporate social responsibility

Public Trust has a corporate social 

responsibility strategy to operate 

the business in a responsible 

and sustainable manner. Current 

initiatives include its leased vehicle 

contract, which seeks to minimise 

energy requirements through 

smaller engine sizes, and a 

scheme to offset carbon emissions. 

Public Trust also exhibits energy 

consciousness in the operation 

of its premises and information 

technology resources. 
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Quotable Value Limited

Chair » Phil Lough

BOard » raewyn Lovett, 
roger Bridge, ian holland, 
Gary Traveller, Kim Wallace

ChieF exeCUTive » Bill Osborne

Activities

QV is New Zealand’s largest 

valuation and property information 

company. QV operates from 22 

offices throughout New Zealand 

and has subsidiary companies in 

three Australian states.

The company operates multiple 

brands in the New Zealand and 

Australian markets.

Processing, storing and interpreting 

data and the dissemination of 

information are included in the core 

business.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 30.0% 1.7% 19.6% (3.9%) 17.0%

Dividend yield 2.2% 16.1% 4.0% 0.0% 0.0%

Dividend payout 57.4% 145.3% 67.1% 0.0% 0.0%

Adjusted ROE 119.7% 6.8% 2.7% (10.0%) 17.8%

Efficiency

ROCE 108.7% 6.9% 3.5% 0.1% 20.8%

Operating margin 7.4% 6.9% 2.6% 1.4% 8.1%

Leverage

Net gearing 0.0% 0.0% 0.0% 0.0% 0.0%

Interest cover  13.14 511.20 49.71 41.38  97.92 

Current ratio 1.23 1.80 1.52 1.58 1.37 

Other Five-year average

Dividend growth     (100.0%)

Revenue growth     1.9%

income statement

$m 2008 2009 2010 2011 2012

Revenue 41  37  46  46  46 

EBITDAF  3  3 1 1  4 

NPAT 18 1 1 (2)  4 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 31 31  33  28  33 

Total liabilities 10  9  11  8 12 

Commercial value*  34  30  34  33  39 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  2  4  2  0  5 

Purchase of fixed assets  3 1 1  0 1 

Dividends paid 1  5 1 - - 

Net cash flow  3  0 (2)  (1)  3 

Note:

* Commercial valuation from the SCI.
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Quotable Value Limited

Operations
Since the 2009 global financial crisis and the flow-on impact on the 

New Zealand housing market, QV has been negatively affected by the 

significant reduction in property sales, and limited capital available for 

industrial and commercial property developments. QV is continuing to respond 

to this economic environment by renewing its focus on customer needs, and 

delivering innovative solutions, such as launching mobile technology in the 

field which allows QV valuers to record property-specific information on mobile 

devices. 

Financial performance
The financial performance of QV in 2011/12 is an improvement from the 

previous year. NPAT of $3.5 million is the highest since 2008. The increased 

profitability has been driven by improvement in the performance of Darroch, 

a reduction in operating expenses and a strong performance by joint venture 

company PropertyIQ. 

Performance against plan
QV’s financial performance in 2011/12 was significantly ahead of its plan, with 

NPAT 81% ahead of target and return on equity of 15.2%.

Although revenue is forecast to reduce in 2012/13, NPAT is forecast to 

increase. In the past, actual financial performance has often failed to meet 

the plan figures; however, the strong performance in 2011/12 increases the 

expectation that forecasts can be achieved in the coming year.

dividends
QV has paid a dividend of $2.9 million relating to the 2011/12 year post balance 

date, after suspending payment of dividends for one year in 2010/11.

The estimated commercial equity value of QV increased by $5.6 million to 

$38.6 million – a 17% increase. Accordingly, the TSR for QV for 2011/12 was 

17.0%, given the absence of dividends in 2011/12 cash flows.

Major investments

Significant investment has been 

made in state-of-the-art technology 

in recent years including in tablets 

and “Fieldworker” software to 

provide resources and tools to 

valuers, and faster customer 

service. 

Non-financial performance

During the year, QV undertook a 

project to rewrite and redesign its 

valuation report and has produced 

a new “customer-centric” version. 

QV was also responsible for the 

Auckland Council 2011 General 

Revaluation, which was the most 

extensive revaluation project 

ever undertaken in New Zealand, 

consisting of over 500,000 

valuations and including the 

provision of a dedicated call centre 

service. 

The employment engagement score 

showed an increase during the year 

for employees in the core business 

area of ratings and valuations. 

Corporate social responsibility

QV is focused on minimising its 

carbon footprint in the key areas 

of power and fuel consumption. In 

2012, QV continued to reduce its 

power and fuel consumption. 
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Solid Energy New Zealand Limited

Chair » Mark Ford

BOard » alan Broome, david 
Patterson, Neville Sneddon,  
Pip dunphy

ChieF exeCUTive » dr don elder

Activities

Solid Energy’s core business is the 

mining of coking coal for export 

markets and thermal coal for 

New Zealand Steel, Huntly power 

station and a number of industrial 

customers. 

In 2011/12 Solid Energy extracted, 

processed, marketed and 

distributed over four million tonnes 

of coal.

Solid Energy has also invested 

in technology to develop energy 

forms such as underground coal 

gasification, coal seam gas and 

Southland’s lignite resources. 

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 521.8% (15.9%) 37.3% (14.7%) N/A

Dividend yield 0.0% 2.2% 1.9% 0.7% N/A

Dividend payout 0.0% 46.8% 85.2% 22.1% 32.9%

Adjusted ROE 10.2% 32.8% 16.0% 18.8% (8.8%)

Efficiency

ROCE 15.8% 45.4% 21.7% 20.8% (3.9%)

Operating margin 18.1% 28.4% 24.2% 24.0% 19.6%

Leverage

Net gearing 9.4% 13.8% 34.4% 29.6% 41.7%

Interest cover  28.94 151.97 37.81 17.89 12.99 

Current ratio 1.66 1.74 1.23  2.02 1.24 

Other Five-year average

Dividend growth     N/A

Revenue growth     11.7%

income statement

$m 2008 2009 2010 2011 2012

Revenue 554 984 693  831  981 

EBITDAF  100 279  168 200  192 

NPAT  34  111  68  87 (40)

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 638 768 963 1,131  1,166 

Total liabilities 270 334 520  612 743 

Commercial value*  2,954  2,425  3,276  2,773  N/A 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 41  147  86  129  142 

Purchase of fixed assets  57 110  172 115  164 

Dividends paid -  60  54  20  30 

Net cash flow (20) (7)  (14)  39 (7)

Note:

*  Commercial valuation from the SCI.
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Solid Energy New Zealand Limited

Operations
The past financial year was a particularly challenging 

year for Solid Energy owing to changing fortunes 

in the international coal market. Initial strong prices 

came off quickly and significantly in the second half 

of the year, resulting in the company posting a net 

operating loss for the first time since 1999.

In response to this changing operating environment, 

Solid Energy has been reviewing all of its operations 

and announced the divestment of its renewable 

businesses, scaling back of production at the Huntly 

East Mine, moving the Spring Creek Mine into care 

and maintenance and reducing non-operational jobs 

by 25%. 

Financial performance
EBITDAF for the 2011/12 year was $192 million, a decrease of 4% from $200 

million in 2010/11. This result was supported by a delayed shipment held over 

from the previous year as a result of the Christchurch earthquake. A net loss 

after tax of $40 million was reported for the year compared to a NPAT of $87 

million in 2011/12. The loss was caused by a number of write-downs made at 

balance date to reflect a weak coal market and Solid Energy’s decision to exit 

renewable energy.

In this environment, Solid Energy’s Board has not been able to finalise its SCI. 

Therefore no commercial valuation of the company is available at the time of 

printing this APR. 

Performance against plan
Owing to the decline in coal prices, Solid Energy ran behind plan on several 

measures. A notable exception was production where the company reached 

its target performance of 4.1 Mt. 

Shareholder returns
For the 2011/12 financial year, Solid Energy paid an interim dividend of 

$30 million on 30 September 2011. Owing to the deterioration in financial 

performance of the company, no final dividend was declared. 

In the absense of an estimate of value as at 30 June 2012, we are unable to 

calculate TSR for Solid Energy.

Major investments

During the 2011/12 year Solid 

Energy spent $164 million on 

capital expenditure. The vast 

majority of this expenditure has 

been on developments at its 

mining operations as well as the 

construction of a domestic scale 

briquetting plant at Mataura and 

acquisition of Pike River mining 

company assets. 

Non-financial performance

Solid Energy achieved an 

improvement in lost-time injury 

and all injury frequency rates in 

2011/12. 

In relation to its environmental 

performance, Solid Energy 

advises that there were no 

incidents resulting in abatement 

or enforcement notices. Solid 

Energy managed to achieve a 

self-assessed net environmental 

impact of +32, an improvement on 

2010/11’s performance of -1. 

Corporate social responsibility

Solid Energy supports ($1.5 million 

in 2011/12) a range of activities 

with a focus on youth, education 

and community infrastructure.
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Television New Zealand Limited

Chair » Wayne Walden

BOard » Joan Withers, 
alison Gerry, richard Long, 
roger Macdonnell, 
Barrie Saunders, Therese Walsh

ChieF exeCUTive » 
Kevin Kenrick

Activities

TVNZ has six TV channels: two 

commercial free-to-air (TV ONE 

and TV2); a time delay broadcast 

of TV One called TV One +1; 

a free-to-air commercial digital 

channel on Freeview (Channel U); 

and two pay channels on SKY TV 

(Kidzone24 and TVNZ Heartland). 

TVNZ also has an online presence 

with www.tvnz.co.nz, providing 

news and entertainment, and TVNZ 

Ondemand to be “ready when you 

are”.

TVNZ has a 33% shareholding in 

Hybrid Television Services Pty Ltd 

(HTS), which owns the Australasian 

rights for TiVo.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 0.0% (44.8%) 59.8% 7.0% 11.9%

Dividend yield 0.0% 3.9% 0.6% 1.6% 4.4%

Dividend payout 0.0% 73.8% 6.9% 16.4% 69.5%

Adjusted ROE 6.5% 1.6% (14.3%) 2.3% 8.8%

Efficiency

ROCE 10.0% 3.1% (5.6%) 13.4% 16.1%

Operating margin 10.7% 6.0% 1.0% 14.2% 14.0%

Leverage

Net gearing 10.9% 15.5% 18.4% 3.4% 2.8%

Interest cover* 11.19 10.64 1.22 19.49  33.05 

Current ratio  1.51  1.15 1.67 1.72 1.67 

Other Five-year average

Dividend growth     (1.0%)

Revenue growth     0.4%

income statement

$m 2008 2009 2010 2011 2012

Revenue  391 384 355 378 382 

EBITDAF  42  23  4  54  54 

NPAT 19  2 (26)  2 14 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  312 304 259 229 243 

Total liabilities  129 119 101  74  89 

Commercial value** 350  183  291 306 329 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  25  27  35  45  36 

Purchase of fixed assets 16 12 21  9  8 

Dividends paid - 10 1  5 14 

Net cash flow (8) (3)  (1)  3 1 

Note:

*  TVNZ calculates interest cover on a different basis and in 2010 reports a higher interest cover.

**  Commercial valuation from the SCI
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Television New Zealand Limited

Operations
TVNZ continues to focus on improving its performance 

through a combination of cost reduction, process 

and technology changes to become a digital media 

company. 

After the end of the financial year, TVNZ announced the 

unconditional sale of the Avalon studios in Lower Hutt.

Financial performance
TVNZ made NPAT of $14.2 million for 2011/12. This 

compares well against recent performance and reflects 

an increase in total revenue including a $9 million 

increase in advertising revenue compared to the 

2010/11 year. 

NPAT included TVNZ’s share of the losses incurred by its investment in HTS, 

further impairment of analogue transmitters ahead of the digital switchover 

and a write-down in respect of the Avalon studios. TVNZ’s operating profit 

for 2011/12, as measured by EBITDAF, of $54 million, was static compared 

to 2010/11 but was $8 million ahead of budget. TVNZ’s share of all television 

advertising remains static. 

Performance against plan
ROE of 9.2% was above the 9% target and a significant improvement from 

1.3% in the previous year. TVNZ also met its gearing, financial stability and 

interest cover targets for the year.

Shareholder returns
TVNZ declared a dividend of $11.3 million for the 2011/12 year, as its dividend 

is calculated as being 70% of normalised NPAT (ie, before the write-down of 

HTS and other impairments). This is a significant increase on the 2010/11 

dividend of $4.9 million and reflects the strong operating result.

From a cash flow perspective, TVNZ paid $13.8 million in dividends over 

the financial year, which represents a dividend yield of 4.4%. In addition, its 

estimated commercial value increased by 7.4% to $329 million. As a result, 

TVNZ’s TSR for 2011/12 was 11.9%.

Major investments

During the year, TVNZ signed a 

joint venture deal with SKY TV for 

Igloo, a new pay platform in which 

TVNZ holds a 49% interest. Igloo 

was launched in December 2012.

Non-financial performance 

The TVNZ Charter has now been 

removed. 

The overall performance of TV ONE 

and TV2 was strong, with TVNZ 

responsible for 17 out of the top 

20 most popular shows during 

the year. TVNZ won a number of 

awards during 2011/12 including 

Best News at the annual AFTA 

awards for an unprecedented 

fourth successive year.

Corporate social responsibility

Waste-management and energy-

efficiency initiatives have been 

the key factors in reducing 

TVNZ’s carbon footprint this year. 

Fluorescent lights throughout the 

Television Centre were replaced with 

new LED alternatives and general 

waste was reduced by 13.6% 

compared to the previous year.
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Transpower New Zealand Limited

Chair » Mark verbiest

BOard » ian Fraser, Jan evans-
Freeman, abby Foote, don huse, 
Michael Pohio, alastair Scott, 
Keith Tempest

ChieF exeCUTive » 

dr Patrick Strange

Activities

Transpower plans, builds, 

maintains and operates the 

National Grid which links 

generators of electricity to 

distribution companies and 

major industrial users. Through 

its System Operator role, 

Transpower also provides real-

time coordination of electricity 

transmission, electricity generation, 

transmission and demand. 

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 4.4% (7.5%) 28.0% 0.0% 13.1%

Dividend yield 0.0% 0.0% 0.0% 0.0% 6.7%

Dividend payout 0.0% 0.0% 0.0% 0.0% 61.5%

Adjusted ROE 8.1% 10.0% 10.0% 8.5% 11.0%

Efficiency

ROCE 8.2% 10.2% 9.9% 8.0% 8.7%

Operating margin 59.5% 58.5% 63.8% 61.8% 63.0%

Leverage

Net gearing 46.9% 47.3% 52.7% 54.1% 61.3%

Interest cover  4.96 4.18  4.06  3.62  3.03 

Current ratio  0.83 0.91  0.62  0.29 4.19 

Other Five-year average

Dividend growth     N/A

Revenue growth     3.8%

income statement

$m 2008 2009 2010 2011 2012

Revenue 642 694 730  731 785 

EBITDAF 382 406 466 452 495 

NPAT  78  93  65  78  85 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets  2,844 3,106  3,565  4,171  4,905 

Total liabilities 1,537 1,706 2,111  2,637  3,396 

Commercial value*  1,351 1,250 1,600 1,600 1,700 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) 330 250  313 285 329 

Purchase of fixed assets 328 336 555 664 835 

Dividends paid - - - - 110 

Net cash flow  6  30  (18)  (21) 1 

Note:

*  Commercial valuation from the SCI.
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Transpower New Zealand Limited

Operations
In 2011/12, Transpower continued its major grid investment programme, 
spending $915 million, including capitalised interest payments, across multiple 
projects (compared with $733 million in 2010/11). Transpower’s capital 
programme will significantly increase the capacity, performance and resilience 
of the grid. The overall cost of the programme is currently forecast to be 
around $5 billion over 10 years; 2011/12 was the peak of the grid investment 
programme. Transpower continues to investigate efficiencies in the planning 
and execution of its capital programme.

In August 2011, the Commerce Commission approved Transpower’s three-
year operating and capital expenditure plan for the 2012–15 period, signifying 
that the Commerce Commission endorsed Transpower’s programme of grid 
investment. In November 2011, the Commerce Commission also approved 

Transpower’s forecast revenues for the same period. 

Financial performance
Transpower achieved NPAT (excluding fair value movements) of $166.9 million 
for 2011/12. This compares with $126.3 million for 2010/11. Prior year earnings 
were reduced by one-off charges, including a $19.7 million impairment on the 
North Island Grid Upgrade land portfolio. Operating revenue was $794 million, 
an increase of $57 million, reflecting the commissioning of new investments in 
the grid. 

Capital expenditure, including capitalised interest, for 2011/12 of $915 million 
is $43 million more than planned, primarily owing to the North Island Grid 
Upgrade project costs being higher than forecast and on the completion of 

work ahead of schedule.

Performance against plan
Transpower’s NPAT matched the planned level of $166 million. Higher 
operating revenue and lower finance costs were offset by higher depreciation 
and write-offs.

Fair value losses for the year were $115 million (2011: $65 million loss), an 
increase of $50 million over the prior year. These were predominantly the result 
of reduction in market interest rates, which reduce the fair value of financial 
instruments. 

Transpower does not seek to trade financial instruments and generally holds 
them to maturity. The fair value losses are non-cash in nature and therefore do 

not reflect or impact the underlying operating performance of the business.

Shareholder returns
After reviewing its capital structure and dividend policy during the 2010/11 
financial year, Transpower resumed paying dividends in 2011/12. A 
$110 million interim dividend was paid to the Crown in March 2012. A further 
dividend payment of $205 million was declared by the Board in August 2012. 

From a cash flow perspective, Transpower paid $110 million in dividends over 
the financial year, which represents a dividend yield of 6.7%. Coupled with a 
$100 million increase in commercial value (from $1.6 billion to $1.7 billion), 

Transpower’s TSR for 2011/12 was 13.1%. 

Major investments

Transpower’s major capital 

investment programme continues 

with the North Island Grid 

Upgrade project (forecast at up 

to $894 million), and the High 

Voltage Direct Current Pole 3 

(estimated to be completed within 

its $673 million budget) due for 

commissioning in 2012/13. Work 

also continues on the Wairakei 

and Whakamaru Replacement 

Transmission Line Project and the 

North Auckland and Northland 

Project (a $473 million project).

Non-financial performance

Transpower achieved the majority 

of its non-financial performance 

targets but did not meet its 

target for the number of medical 

treatment injuries (32 against a 

target of 26). Transpower continues 

to focus on improving its safety 

performance, and closing the 

gap with its best performing 

international peers. 

Corporate social responsibility

Transpower’s existing 

CommunityCare Fund is now 

supplemented by Greenline, a 

community environmental fund. 

Both programmes aim to maintain 

constructive relationships where 

Transpower’s lines run through 

communities. 

Projects included assisting schools 

and sports clubs, refurbishing 

community halls and marae and 

nature conservation.





Multiple Objective  
Companies
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Corporatised Airports

Background
The Crown is part-owner of 

Christchurch International Airport 

Limited (CIAL) (25% ownership), 

Dunedin International Airport 

Limited (DIAL) (50%), Hawke’s 

Bay Airport Limited (HBAL) (50%) 

and Invercargill Airport Limited 

(IAL) (45%), which are all council-

controlled trading organisations 

governed under the Local 

Government Act 2002 (LGA), with 

the Crown’s interests monitored by 

COMU.

Financial performance measures
The financial information included below reflects the proportion of the Crown’s 

interest in each of the airport companies rather than the performance of the 

companies in totality.

2008 2009 2010 2011 2012

Returns

Total shareholder return 52.7% 0.7% (1.8%) (1.1%) 14.5%

Dividend yield 1.6% 1.6% 1.3% 1.1% 2.1%

Dividend payout 53.6% 58.2% 60.0% 46.5% 75.5%

Adjusted ROE 7.5% 4.4% (0.2%) 7.5% 4.9%

Efficiency

ROCE 11.6% 8.5% 11.7% 7.3% 6.9%

Operating margin 60.8% 56.6% 60.0% 55.5% 55.6%

Leverage

Net gearing 19.7% 18.3% 24.1% 26.5% 30.3%

Interest cover  6.54  5.44  7.52  7.04  4.33 

Current ratio 0.41  1.13  0.33 0.17  0.22 

Other Five-year average

Dividend growth     10.9%

Revenue growth     6.5%

income statement

$m 2008 2009 2010 2011 2012

Revenue  28  27 31 31 36 

EBITDAF 17 16 18  20 20 

NPAT  7  2  (0)  7  6 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 235 229 257 285  313 

Total liabilities  66  63 91 110  126 

Commercial value 211 209 203  198 223 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  11 13  11  11  15 

Purchase of fixed assets  8  8  24 31 20 

Dividends paid  3  3  3  2  4 

Net cash flow  0 1 (1)  0 1 
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Corporatised Airports

Performance
Christchurch International Airport Limited 

In 2011/12 CIAL’s net profit after tax was $19.6 million, which was $7.8 million 

ahead of budget. This was achieved despite a decline in aeronautical revenue.

One of the impacts of the Canterbury earthquakes has been a rise in 

operational costs. This includes repairs and maintenance, structural 

engineering work on land and buildings and significant increases in 

overheads. One of the largest of these is insurance premiums, which have 

increased by over $3 million a year compared to pre-earthquake levels.

CIAL has partnered with major tourism entities, including Christchurch and 

Canterbury Tourism, as well other South Island regional tourism organisations, 

to promote the South Island as a destination, through an initiative called 

“South”.

Dunedin International Airport Limited

DIAL’s result for 2011/12 was a significant improvement on 2010/11 with an 

increase in revenue (up 21.3% to $10.3 million) and net profit after tax of $1.1 

million, a 54.9% increase from the previous year. DIAL’s result reflects both 

increased passenger numbers (a 9.9% increase from 2010/11), an increase in 

landing charges and aircraft movements (up 6.2%) from 2011. 

Hawke’s Bay Airport Limited

In 2011/12 HBAL recorded a net profit after tax of $815,000. This result 

was aided by an increase in passenger numbers, which increased by 2% 

compared to 2010/11, and an increase in landing charges. HBAL is currently 

constructing a business park development which will increase the airport’s 

ability to generate non-aeronautical revenue. In 2012/13 HBAL will commence 

dividend payments to shareholders. 

Invercargill Airport Limited

The financial statements for 2011/12 record an after tax loss of $523,000 

which is disappointing after a profit of $443,000 for 2010/11. However, the 

loss reflects the decrease in passenger numbers (2.6% from the previous 

year) which reflect a flow on from the Canterbury earthquakes and prevailing 

economic conditions.

IAL is currently working on a long-term plan for the airport assets.

Shareholder returns

The airports have not historically provided significant dividend yield. Yield 

for 2012/13 was 2.1%. Combined with a value lift of over 12%, TSR for the 

corporatised airports was 14.5%.

Corporatised airports 
Christchurch International Airport 
Limited – CIAL is New Zealand’s 
second largest airport facility. 
Approximately one-third of its 
traffic and two-thirds of revenue 
are generated from its international 
customer base. Property management 
is a significant operation for the 
company, with substantial revenue 
coming from the rental of retail space.

CIAL is a council-controlled trading 
organisation in which the Crown has a 
25% shareholding. The remaining 75% 
is owned by Christchurch City Holdings 
Limited, a 100%-owned subsidiary of 
the Christchurch City Council. 

Dunedin International Airport 
Limited – DIAL’s core business is to 
provide appropriate facilities for the 
travelling public and all other airport 
users. DIAL has a highly diversified 
operation with multiple sources of 
income, including a dairy farm and 
rental from residential properties.

DIAL is a council-controlled trading 
organisation covered by the Local 
Government Act 2002. It is 50% 
owned by the Crown and 50% owned 
by Dunedin City Holdings Limited, 
a 100%-owned subsidiary of the 
Dunedin City Council.

Hawke’s Bay Airport Limited – 
HBAL’s core business is to provide 
appropriate facilities for all airport 
users and the travelling public. HBAL 
services the Hawke’s Bay region.

HBAL is a council-controlled trading 
organisation covered by the Local 
Government Act 2002. It is 50% owned 
by the Crown, 26% owned by the 
Napier City Council and 24% owned by 
the Hastings District Council.

Invercargill Airport Limited – IAL 
operates the Invercargill Airport facility, 
servicing the Southland and Fiordland 
regions.

IAL is a council-controlled trading 
organisation in which the Crown has a 
45% shareholding. The remaining 55% 
is owned by Invercargill City Holdings 
Limited, a 100%-owned subsidiary of 
the Invercargill City Council.
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Crown Fibre Holdings Limited

income statement

$m 2008 2009 2010* 2011 2012

Revenue N/A N/A 0  1  0 

EBITDAF N/A N/A (5) (18) (8)

NPAT N/A N/A (5) (19)  (32)

Balance sheet
$m 2008 2009 2010 2011 2012

Total assets N/A N/A  22 16 109 

Total liabilities N/A N/A  1 3  1 

Commercial value N/A N/A 0 0 0 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) N/A N/A (3) (16) (9)

Purchase of fixed assets N/A N/A 0 0 0 

Dividends paid N/A N/A 0 0 0 

Net cash flow N/A N/A  22 (7)  74 

Note:

* CFH was incorporated in October 2009, meaning its 2010 financial statements only cover the period from 
October 2009 to June 2010.

All data are based on the Parent financial information rather than the consolidated financial information.

Chair » Simon allen

BOard » Miriam dean QC,  
Jack Matthews, Murray Milner, 
Keith Tempest, danelle dinsdale

ChieF exeCUTive » 
Graeme Mitchell 

Activities

Crown Fibre Holdings Limited 

(CFH) was established in 2009 to 

implement the Government’s  

Ultra-Fast Broadband (UFB) 

initiative. CFH is working with 

private sector operators to 

deploy a UFB network to 75% 

of New Zealand’s population by 

the end of 2019, with a focus on 

deploying the network to priority 

users such as businesses, schools 

and health services by 2015. This 

will provide New Zealand with a 

world-class telecommunications 

infrastructure, to enable a more 

productive New Zealand economy. 
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Crown Fibre Holdings Limited

Operations
CFH was incorporated on 29 October 2009. It was established with the purpose 

of operating a partner selection process for, and managing investments in, the 

Government’s UFB initiative. The UFB initiative’s “objective” is to deploy the UFB 

network to 75% of New Zealand’s population covering 33 candidate areas by 

the end of 2019. The Government is providing CFH with funding of $1.35 billion 

to invest with private partners for building the network.

In 2010/11, CFH completed the partner selection process by entering into 

partnerships with Chorus, Christchurch City Networks Limited, WEL Networks 

Limited and Northpower Limited. These partnerships will fulfil the UFB 

objective through the construction, deployment and operation of the UFB 

network by the partners in their coverage areas. 

At 30 June 2012 the UFB roll out was just over one year into operation with 

fibre optic cable being rolled out in a number of towns and cities including 

Hamilton, Whanganui and Tauranga (with WEL Networks Limited); Whangarei 

(with Northpower Limited); and Auckland, Wellington, Dunedin, Napier, Taupo 

and Palmerston North (with Chorus). Deployment in Christchurch (with Enable 

Services, a wholly owned subsidiary of Christchurch City Holdings Limited) 

commenced in November 2011. 

In 2011/12 approximately 76,000 premises were substantially passed and CFH 

is working to a target for 2012/13 of a further 153,000 premises. 

Performance against plan
CFH’s operating expenditure, including impairment, for the period ended 30 

June 2012 was $33.8 million along with capital expenditure of $100,000. CFH 

has issued $1.35 billion shares to its shareholding Ministers. The majority of 

these shares are currently on an uncalled basis, but may be called by the 

Board at any time to meet CFH’s commitments to its partners. These capital 

calls will be funded by capital injections from the Crown’s UFB initiative 

appropriation. 

Impairment of $25.7 million on the investments in Chorus and Local Fibre 

Companies (LFCs) is included in the NPAT figure. This is the result of CFH, 

under New Zealand accounting standards, having to record in the balance 

sheet the amount it expects to receive back in the present day value rather 

than the nominal amount expected in the future.

Shareholder returns
CFH has been designated a public benefit entity as it aims to provide services to 

the public, rather than make a financial return. As such it is not liable for income 

tax. There is no expectation for CFH to pay any dividends to its shareholder – 

the Crown. CFH will therefore incur operational losses each year.

Major investments

As at 30 June 2012 CFH had 

invested $44.9 million in the LFCs 

and Chorus for the deployment 

of UFB. This figure will increase 

significantly in future years as the 

deployment process increases in 

speed.

Non-financial performance

CFH has agreed deployment 

schedules with Chorus and 

each of the LFCs. CFH monitors 

actual deployment against these 

schedules on a monthly basis.

Corporate social responsibility

CFH places high importance on 

attracting skilled staff in order to 

deliver on the Government’s UFB 

initiative. CFH has put in place 

policies that ensure it is a good 

employer that provides equal 

opportunities.
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Crown Research Institutes

Background
CRIs were established under the 

Crown Research Institutes Act 

1992. 

CRIs play a critical role in 

addressing New Zealand’s most 

pressing issues: economic growth; 

improving the sustainability of 

natural resources; and managing 

exposure to risks that could 

otherwise destabilise society, the 

environment and the economy. 

CRIs provide research and a range 

of related scientific and advisory 

services. 

In February 2011, the CRI policy, 

investment and ownership 

functions were brought into one 

agency, the Ministry of Science and 

Innovation (MSI). Subsequently, 

MSI was incorporated in the 

Ministry of Business, Innovation & 

Employment (MBIE). 

The CRI Ownership and 

Performance Unit, MBIE, provides 

advice on ownership matters, 

reports on performance and 

works with CRIs to maximise 

performance. The CRI Ownership 

and Performance Unit works 

closely with COMU. COMU 

provides monitoring advice to MBIE 

as required and provides the Board 

director appointment processes for 

CRIs.

As the primary purpose of CRIs is not commercial they are only covered in 

aggregate in this report. The financial information shown here is the result of 

consolidation of the accounts of all eight CRIs.

Financial performance measures

2008 2009 2010 2011 2012

Returns

Total shareholder return 38.2% 6.3% 0.9% 1.8% 4.9%

Dividend yield 0.1% 1.8% 0.4% 0.2% 0.3%

Dividend payout 1.7% 19.0% 5.1% 3.6% 6.9%

Adjusted ROE 5.4% 2.6% (3.2%) 4.7% 5.2%

Efficiency

ROCE 7.2% 4.0% 6.3% 5.1% 5.6%

Operating margin 11.4% 10.8% 13.0% 11.4% 11.7%

Leverage

Net gearing 0.8% 0.0% 0.0% 0.0% 0.0%

Interest cover 17.95  23.36  61.51  42.27 77.91 

Current ratio 1.25  1.13  1.16  1.18  1.13 

Other Five-year average

Dividend growth     39.4%

Revenue growth     3.4%

income statement

$m 2008 2009 2010 2011 2012

Revenue  641 674 687  681 705 

EBITDAF  73  73  89  78  82 

NPAT  20 10 (12)  20  22 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 669 696  716 739 732 

Total liabilities  185  199 232 234 206 

Commercial value*  471 493 495 503 527 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  64 91  85  73  72 

Purchase of fixed assets  58  69  72  58  54 

Dividends paid  0  9  2 1  2 

Net cash flow  9 10 14 10  (7)

Note:

* Valuation from the CRIs’ Statements of Intent (SOI).

Historic data in the table differ from those presented in last year’s report owing to amendments and revisions to 
individual CRI data.
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Crown Research Institutes

Cri portfolio performance – continued improvement
End-user engagement

The Government required a new focus from CRIs, to develop an outward-

facing culture of engagement with, and delivering for, their sectors. This 

required significant change across the CRI portfolio and many CRIs have 

consequently refreshed and restructured management teams to support the 

CRI in working with their sectors, end-users and collaborators to:

 � develop a combined research strategy

 � deliver the research strategy, and

 � evaluate and measure the impact of the research strategy.

Seventy-nine percent of end-users report that they have an effective 

relationship with CRIs. CRIs are now focusing on measuring and reporting the 

impact of science and innovation with their sectors. The first of these measures 

is reported in 2011/12 Annual Reports. This gives insight into the value of the 

basic and applied science that CRIs are delivering. 

Technology and knowledge transfer

Technology and knowledge transfer has been a key focus this year. In an 

independent survey, 87% were satisfied with their tech transfer experience. 

This will continue to be the focus for 2012/13 as CRIs work more closely with 

their sectors. 

Advanced Technology Institute (Callaghan Innovation)

The Government has announced the creation of an Advanced Technology 

Institute, to be called Callaghan Innovation in honour of the late Sir Paul 

Callaghan. This will be a Crown Agent and will effectively supersede Industrial 

Research Limited (IRL) from February 2013. This will see the number of CRIs 

reduced to seven.

Financial performance

CRIs consistently matched or improved on 2010/11 revenues. Total revenues 

increased from $681 million in 2010/11 to $705 million in 2011/12. CRIs 

continue to actively manage costs, resulting in increases in both EBITDAF (up 

$4 million to $82 million) and NPAT (up $2 million to $22 million). This equates 

to an adjusted return on equity in 2011/12 of 5.2%. 

CRIs have extensive capital investments planned over the next two to 

three years. In the main this is investment in fit-for-purpose technology and 

infrastructure to assist their sectors.

Core purpose 
AgResearch Limited – To enhance the 
value, productivity and profitability 
of New Zealand’s pastoral, agri-food 
and agri-technology sector value 
chains. 

Plant & Food Research – To enhance 
the value and productivity of 
New Zealand’s horticultural, arable, 
seafood and food and beverage 
industries.

Institue of Environmental Science 
and Research Limited – To deliver 
enhanced scientific and research 
services to the public health, food 
safety, security and justice systems 
and the environmental sector.

Scion – To drive innovation and 
growth from New Zealand’s forestry, 
wood product and wood-derived 
materials and other biomaterial 
sectors.

Institute of Geological and Nuclear 
Sciences Limited – To undertake 
research on geologically-based 
energy and minerals industries, 
that develops industrial and 
environmental applications of nuclear 
science, that increases resilience to 
natural hazards and that enhances 
understanding of geological and 
earth-system processes.

Industrial Research Limited – To 
increase the contribution of the 
industrial manufacturing and 
associated sectors by empowering 
industry to drive innovation in 
manufacturing and services.

Landcare Research New Zealand 
Limited – To drive innovation in 
management of terrestrial biodiversity 
and land resources in order to both 
protect and enhance the terrestrial 
environment and grow New Zealand’s 
economy.

National Institute of Water and 
Atmospheric Research Limited – 
To enhance the economic value 
and sustainable management of 
New Zealand’s aquatic resources 
and environments, to provide 
understanding of climate and the 
atmosphere and increase resilience to 
weather and climate hazards.
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New Zealand Lotteries Commission

Financial performance measures

income statement

$m 2008 2009 2010 2011 2012

Revenue 750 873 750 885 904 

EBITDAF  157  190  164  190  201 

NPAT  157  189  159  183  190 

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 141  167  127  158  173 

Total liabilities  99  125 91  123  145 

Commercial value - - - - - 

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net)  166  192  165 204  196 

Purchase of fixed assets  6  2 1  4  5 

Dividends paid  156  162 191  174  183 

Net cash flow  50 12  (25)  25  (47)

Chair » Judy Kirk

BOard » dr richard Janes, 
Tony Mossman, Miranda Burdon, 
richard holden

ChieF exeCUTive » 
Wayne Pickup

Activities

The New Zealand Lotteries 

Commission (NZ Lotteries) was 

established in 1987 and operates 

as a Crown entity under the 

Gambling Act 2003. One of the 

largest Crown-owned trading 

enterprises, NZ Lotteries operates 

a retail network of more than 1,000 

Lotto outlets, the largest single 

retail network in New Zealand. Its 

flagship game, Lotto, has become 

an iconic New Zealand brand. 

Alongside Lotto, NZ Lotteries’ other 

products are Lotto Powerball, Lotto 

Strike, Big Wednesday, Bullseye, 

Instant Kiwi and Keno. All NZ 

Lotteries’ profits are transferred to 

the NZ Lottery Grants Board, which 

administers funding allocations 

to arts, cultural, sporting and 

community groups.
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New Zealand Lotteries Commission

Operations
NZ Lotteries’ focus over recent years has been to ensure that its products 
appeal to as many New Zealanders as possible, and to make the ticket 
purchasing experience easy and accessible through its extensive retail 
network and online channel. This has helped NZ Lotteries maintain a track 
record of growth in revenue and profitability.

Participation in NZ Lotteries’ games remains high, with more than three-quarters of 
New Zealand adults playing one of its games at least once a year. During 2011/12 
NZ Lotteries continued to improve the appeal of its product portfolio, with a major 
revamp of its mid-week game, Big Wednesday, in September 2011. Instant Kiwi 
continues to build on the success of the “more prizes, better prizes” relaunch two 
years ago, and the product’s sales have risen by almost 50% over that time. 

Towards the end of the year, NZ Lotteries initiated a project to upgrade its 
Lotto outlets to a more modern retail design and introduced digital signage 
into more than 600 Lotto outlets. 

NZ Lotteries also completed a major overhaul of its online sales platform, 
mylotto.co.nz. The new website is much easier for customers to use and a 
mobile version of the platform enables customers to easily purchase tickets 
using Android and Apple smartphones. 

Operating expenses for the year were $59.9 million, up 0.9% on 2010/11. 
Expenses included a provision of $2.6 million for the estimated contribution 
towards the costs of upgrading the fit-out for the retail network, which will 
commence in the coming financial year.

NZ Lotteries’ sales for the year were $948.1 million, $88.1 million (10.2%) up on 
budget. Even after taking into account the extra Lotto draw this year (in 2011/12 
there were 53 Saturdays and hence Lotto draws, instead of the usual 52), this 
set a new record – up $11.7 million (1.3%) on last year on a like-for-like basis. 

This year there were two long Powerball runs with four weekly draws offering 
prizes of $20 million or more. Last year, however, there were eight occasions 
on which the Powerball prize on offer was $20 million or more, including a 
$34 million “must be won” draw. Taking into account the effect of jackpots, 
underlying sales were up on last year by between 4% and 5%. 

Since the launch of MyLotto in 2008, internet sales through NZ Lotteries’ online 
channel have grown steadily and now comprise almost 5% of total sales. MyLotto 
sales for the year were $44.7 million. Sales via MyLotto were up on last year by 

around 11% whereas sales through the retail channel were less than 1% up. 

Financial performance
In 2011/12, profit for the year was a record $190.4 million, up $7.1 million on 
last year, or $4.5 million (2.5%) on a like-for-like basis. Distribution to the NZ 
Lottery Grants Board of $190 million greatly exceeds the budgeted figure 
of $163.4 million. This, in turn, has allowed the NZ Lottery Grants Board to 
allocate increased funding for its national and regional committees, providing 
a large boost for community projects around New Zealand and for Creative 
New Zealand, the New Zealand Film Commission and Sport New Zealand. 
In addition, the NZ Lottery Grants Board has allocated $17 million to fund 
community events and projects marking the centenary of the ANZAC landing 

at Gallipoli and World War One. 

Corporate social responsibility

One of NZ Lotteries’ statutory 

functions under the Gambling Act 

2003 is to maximise the profits from 

lottery games, subject to ensuring 

that any risks of problem gambling 

and under-age gambling associated 

with its products are minimised. 

NZ Lotteries supports programmes 

that help protect people most at 

risk through an annual contribution 

to the Problem Gambling Levy. It 

also provides in-store and online 

guidance material for players and 

includes harm minimisation as 

an integral aspect of Lotto retailer 

training. 

NZ Lotteries will continue to 

implement and contribute to harm 

prevention and minimisation 

initiatives, and to consult with its 

regulators on game changes and 

new games.

NZ Lottery Grants Board

The NZ Lottery Grants Board is 

a major supplier of funding for 

Sport New Zealand, Creative 

New Zealand and the New Zealand 

Film Commission. NZ Lotteries is 

proud to support the activities of 

New Zealand’s artists, film-makers 

and high-achieving sportspeople 

who provide inspiration for all of us.

The remainder of the NZ Lottery 

Grants Board’s funding supports 

more than 3,000 community 

activities and projects each year 

through a number of national and 

regional distribution committees. 

These committees endeavour 

to ensure grants are equitably 

distributed to communities 

throughout New Zealand. 
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New Zealand Venture Investment Fund Limited

Financial performance measures

income statement

$m 2008 2009 2010 2011 2012

Revenue 2 3 2 2 3

EBITDAF (2) (2) (2) (2) (2)

NPAT (2) 3 (4) 0 1

Balance sheet

$m 2008 2009 2010 2011 2012

Total assets 48 69 69 79 92

Total liabilities 1 1 0 0 0

Commercial value - - - - -

Cash flow statement

$m 2008 2009 2010 2011 2012

Operating activities (net) (2) (1) (1) (1) (2)

Purchase of fixed assets 0 0 0 0 0

Dividends paid - - - - -

Net cash flow (1) 1 0 2 2

NZviF investment funds – selected key data (cumulative)

NZ Venture Capital Fund (VCF) 2008 2009 2010 2011 2012

Number of funds invested in 7 6 6 6 8

Number of companies invested in 31 48 50 46 50

Total amount invested (Crown 
and private sector)

175 220 235 242 267

Crown funds invested $m 45.2 58.0 60.0 64.1 62.3

Crown’s value of VCF $m 41.3 56.9 53.8 59.5 67.5

Seed Co-investment Fund (SCIF)

Number of Seed Co-investment 
partners

8 9 11 12 14

Number of companies invested in 18 27 41 61 77

Total amount invested (Crown 
and private sector)

30.4 57.0 87 127

Crown funds invested $m 3.4 6.7 10.0 14.7 18.8

Crown’s value of SCIF $m 3.3 6.4 9.4 13.3 16.2

Total Crown investment in NZVIF

Total Crown funds drawn down $m* 59.6 76.7 81.2 91.9 103.7

Total value $m 47.9 68.0 68.2 78.9 92.0

Note:

* The difference between amount invested and the amount drawn down relates to cash held by NZVIF 
for future investments as well as management fees which are drawn but are not invested. These are 
expensed.

Chair » Sir John anderson KBe

BOard » Brian Mayo-Smith, 
anne Blackburn, roger Bridge, 
richard hughes, Calvin Smith

ChieF exeCUTive » 
Franceska Banga

Activities

NZVIF is a Crown entity responsible 

for accelerating the development 

of the New Zealand venture capital 

market. NZVIF achieves this by 

jointly investing, with private 

participants, into both venture 

capital funds as well as directly 

into seed or start-up businesses. 

In effect NZVIF operates as both 

a fund-of-funds and a direct co-

investor. 

NZVIF manages two main funds: 

NZVIF Venture Capital Fund – an 

equity investment vehicle with 

$160 million available to invest 

alongside private co-investors 

into a series of privately-managed 

venture capital investment funds. 

These funds are fixed duration, 

private equity investment 

vehicles, typically operating for 

10 years, investing in a portfolio 

of New Zealand-originated high-

growth potential companies.

Seed Co-investment Fund – an 

investment programme aimed at 

providing direct equity funding for 

early stage businesses with strong 

potential for growth. The fund has 

$40 million of funding available for 

co-investment alongside selected 

private investors. 
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New Zealand Venture Investment Fund Limited

Operations
During 2012, NZVIF has been 

focusing on developing partnerships 

with overseas parties to help fast-

growing New Zealand companies 

gain access to international capital, 

markets and networks. 

NZVIF successfully partnered 

with Peter Thiel’s Valar Ventures, 

a $40 million New Zealand-based 

technology fund. Mr Thiel is a US 

technology investor, who founded 

Paypal, and with his team brings 

expertise to help new companies 

through every stage of a developing company, from start-up to eventual sale 

or stock exchange listing.

NZVIF and Taiwan’s National Development Fund have agreed a co-investment 

partnership which could invest up to $200 million into venture capital funds 

in the two countries. The partnership is expected to help New Zealand 

companies break into the Asian markets.

During the year NZVIF invested in two new funds, bringing the total to eight, 

and partnered with two new Seed Co-investment partners.

Some of the original funds invested into by NZVIF are approaching their 

expected closure dates. NZVIF is developing strategies to exit investments 

either by sale or by listing on the stock exchange. NZVIF has publicly stated 

that it aims to see 10% of investee companies eventually list on the NZX. Sale 

of assets will provide capital for new funds over the next decade. 

Financial performance
Investment returns

Total Crown funds drawn down as at 30 June 2012 were $103.7 million. The 

current valuation of the Crown’s investment is $92 million. It is difficult to judge 

the investment performance of NZVIF’s Venture Capital Fund investments until 

it begins to sell down the assets in each fund. 

It is important to understand that the primary purpose of NZVIF is to facilitate 

growth in the New Zealand venture capital market. It partners with private 

investors and its structure helps to incentivise private sector participation by 

providing the option for them to capture a larger share of the upside of their 

investment through a mid-term buyout option. This means that the total return 

to the Crown is not expected to be equal to the commercial returns of the 

underlying funds. However, it will be of public interest to monitor the actual 

fund returns as they are ultimately liquidated. 

High-growth companies in NZVIF 

portfolio

Almost 80% of NZVIF’s portfolio 

comprises high-growth companies 

(ie, those involved in sectors and 

technologies that are innovation 

led, have protectable intellectual 

property and have a globally 

scalable investment proposition). 

Notable examples include health 

software designer Orion Health, 

agri-tech company Bio-Vittoria and 

technology manufacturer Zephyr 

Technology.

Currently, eight companies have 

revenues above $10 million. The 

major industries invested in are 

software (35% of NZVIF portfolio) 

and biotechnology (21%).

NZ venture capital market

NZVIF continues to support and 

help develop an environment 

conducive to early stage 

investment. It works closely with 

the NZ Venture Capital Association 

and the Angel Association of 

NZ with the aim of establishing 

industry professionalism and 

influencing government policy. 

Examples include best practice 

reporting guidelines and simplified 

overseas investment rules. 

Corporate social responsibility

NZVIF is committed to providing a 

flexible working environment that 

supports individual professional 

development, positive work-life 

balance and job satisfaction. 
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Annexes
abbreviations 

APR – Annual Portfolio Report 

ASX – Australian Stock Exchange

CFI – Crown financial institution

COMU – Crown Ownership Monitoring Unit

CRI – Crown research institute

DBP – Defined Benefit Plan

DCF – Discounted Cash Flow

DSO – Digital switchover 

EBIT – Earnings before interest and taxation 

EBITDA – Earnings before interest and taxation, depreciation and amortisation

EBITDAF – Earnings before interest, tax, depreciation, amortisation and fair-value 

adjustments

FUM – Funds under management

GDP – Gross domestic product

GWh – Gigawatt hour

HVDC – High Voltage Direct Current

IFRS – International Financial Reporting Standards

LGA – Local Government Act

MRP – Minimum Risk Portfolio

MWh – Megawatt hour

NPAT – Net profit after tax 

NZX – New Zealand Stock Exchange 

OCL – Outstanding claims liability 

OECD – Organisation for Economic Co-operation and Development

PLA – Protected Land Agreement

ROCE – Return on capital employed (see Financial definitions) 

ROE – Return on equity (see Financial definitions)

SCI – Statement of Corporate Intent

SOE – State-owned enterprise

SOI – Statement of Intent 

SSN – Substantial Shareholder Notice 

TSR – Total shareholder return (see Financial definitions)

UFB – Ultra-Fast Broadband 

WACC – Weighted Average Cost of Capital
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entity abbreviations
ACC – Accident Compensation Corporation

ACP – Animal Control Products Limited

CIAL – Christchurch International Airport Limited

CFH – Crown Fibre Holdings Limited

DIAL – Dunedin International Airport Limited

EQC – Earthquake Commission 

ESR – Institute of Environmental Science and Research

FRST – Foundation for Research, Science and Technology

GSF – Government Superannuation Fund

HBAL – Hawke’s Bay Airport Limited

HTS – Hybrid Television Services

IAL – Invercargill Airport Limited

IRL – Industrial Research Limited

LML – Learning Media Limited

MBIE – Ministry of Business, Innovation and Employment

MOT – Ministry of Transport

MPI – Ministry for Primary Industries

MSI – Ministry of Science and Innovation

NDF – National Disaster Fund

NIWA – National Institute of Water and Atmospheric Research

NPF – National Provident Fund

NZ Post – New Zealand Post Limited

NZRC – New Zealand Railways Corporation

NZSF – New Zealand Superannuation Fund

NZTA – New Zealand Transport Agency 

NZVIF – New Zealand Venture Investment Fund

QV – Quotable Value Limited

REANNZ – Research and Education Advanced Network New Zealand Limited

TVNZ – Television New Zealand Limited
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Financial definitions
Term Definition 

Capital employed Interest-bearing debt plus share capital plus retained earnings. Equity 
should be adjusted for IFRS fair-value movements but not adjusted for 
revaluations. 

Capital expenditure Payments for the purchase of property, plant and equipment items taken 
from the cash flow statement. 

Commercial value This is the Board’s estimate of the current commercial value of the Crown’s 
investment in the Group as per the company’s SCI.

Depreciation expense Depreciation expense per the profit and loss account. 

Dividend growth Change in dividends between 2006/07 and 2011/12. Negative if 2011/12 
amount less than 2006/07 amount. Calculated as (2012dividend / 
2007dividend)^(1/5)-1.

Dividends paid Dividends paid to the shareholder during the financial year per the cash 
flow statement. 

EBIT Earnings before interest and taxation. 

EBITDA Earnings before interest and taxation, depreciation and amortisation. 

EBITDAF Earnings before interest and taxation, depreciation and amortisation and 
fair-value adjustments. 

Equity Total shareholders’ equity taken from the balance sheet, adjusted for IFRS 
fair-value movements but not adjusted for revaluations. 

Fair-value adjustments Includes unrealised fair-value gains/losses on derivatives or all fair-value 
gains/losses on derivatives where the entity does not separately identify 
unrealised items. Also includes changes in the fair value of biological 
assets and investment properties. 

Interest paid Interest paid for the financial year on interest-bearing debt per the 
company’s cash flow statement. Interest paid is net of interest received but 
not net of capitalised interest. 

Net cash flow from 
operating activities 

Taken directly from the cash flow statement – this is cash flows from 
operating activities less cash flows to operating activities. Ensure that 
interest paid is included in operating activities. 

Net debt Interest-bearing debt such as loans, bonds and commercial paper plus 
interest-bearing finance leases less cash. 

NPAT Net profit after tax.

Retained earnings Profits retained in the business (ie, after dividends to the shareholder). 

Revaluation reserve When an asset is revalued to fair market value for accounting purposes the 
increase in the value of the asset is reflected in a revaluation reserve within 
equity. 

Revenue Revenue from the operations of the business. Interest revenue should be 
excluded. For the electricity generators, this should be net revenue. 

Revenue growth Change in revenue between 2006/07 and 2011/12. Negative if 2011/12 
amount less than 2006/07 amount. Calculated as (2011/12revenue / 
2006/07revenue)^(1/5)-1.

Share capital The amount of capital originally invested by the shareholder and any 
subsequent equity injections. 

Tax on fair-value 
adjustments 

This is the tax effect relating to the changes in the fair values of financial 
instruments. 
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Measure Description Calculation 

Shareholder returns

Dividend payout Proportion of a SOE’s net 
operating cash flows paid out 
as a dividend to the shareholder 
after allowance is made for capital 
maintenance.

Dividends paid/Net cash flow 
from operating activities less 
depreciation expense.

Dividend yield The cash returned to the 
shareholder as a proportion of the 
value of the company. 

Dividends paid/Average 
commercial value. Calculated 
on dividends from cash flow 
statement (ie, dividends paid 
during the year, not dividends 
declared for the year).

Return on equity How much profit a company 
generates with the funds the 
shareholder has invested in the 
company. 

NPAT/Average equity.

Return on equity adjusted 
for IFRS fair-value 
movements and asset 
revaluations

Return on equity after removing 
the impact of IFRS fair-
value movements and asset 
revaluations.

NPAT adjusted for IFRS fair-value 
movements (net of tax)/Average of 
share capital plus retained earnings. 

Total shareholder return 
(TSR)

Performance from an investor 
perspective – TSR measures the 
combined return from dividends 
and growth in the value of the 
company.

(Commercial valueend less 
Commercial valuebeg plus 
dividends paid less equity 
injected)/Commercial valuebeg.

Profitability/Efficiency

Generator efficiency10 The efficiency and profitability of the 
company’s electricity generation. 

EBITDAF/MWh.

Operating margin The profitability of the company 
per dollar of revenue.

EBITDAF/Revenue.

Return on capital employed The efficiency and profitability of a 
company’s capital from both debt 
and equity sources.

EBIT adjusted for IFRS fair-value 
movements/Average capital 
employed.

Leverage/Solvency 

Gearing ratio (net) Measure of financial leverage. The 
ratio of debt (liabilities on which 
a company is required to pay 
interest) less cash, to debt plus 
equity. 

Net debt/Debt plus equity.

Interest cover The number of times that earnings 
can cover interest.

EBITDAF/Interest paid.

Solvency Ability of the company to pay its 
debts as they fall due.

Current assets/Current liabilities.

 

10 This measure is only applicable for Genesis, Meridian and Mighty River Power.
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All figures in $m

30 June 
2012

Board est 
of comm 

value

Financial year to 30 June 2012

30 June 
2011

Board est 
of comm 

value

Financial year to 30 June 2011

Net cash 
flows 
 from 

operating 
activities ROE

Dividend 
yield* TSR*

Net 
gearing

Net cash 
flows 
from 

operating 
activities ROE

Dividend 
yield* TSR*

Net 
gearing

Air New Zealand 690.6 344.6 4.4% 3.9%  (20.2%) 19.6% 904.3 344.8 5.2% 5.8% 10.6% 14.3%

Airways 128.6 23.9 20.4% 4.1% 13.6% 28.7% 117.6 24.9 10.5% 5.1% 5.3% 29.8%

Animal Control Products 5.7 1.0 22.2% 23.6% 15.2% 0.0% 6.2 1.9 28.8% 16.6% 11.5% 0.0%

AsureQuality 89.3 9.8 21.2% 7.7% 1.7% 24.0% 94.8 12.1 22.5% 5.7% 17.0% 13.5%

Genesis 2,050.0 287.0 5.1% 0.0%  (3.3%) 35.1% 2,120.0 194.2  (1.1%) 0.0% 30.5% 40.8%

KiwiRail (715.0) 41.5  (28.6%) 0.0% N/A 12.6% (484.0) 47.6 0.3% 0.0%  N/A 3.5%

Kordia 144.1 44.0 14.0% 0.8% 29.6% 40.5% 112.0 39.7  (16.6%) 0.0%  (43.7%) 45.9%

Landcorp 1,450.0 51.1  (0.7%) 1.9% 5.5% 11.4% 1,400.0 51.8 8.9% 1.3% 10.3% 10.4%

Learning Media 11.7 0.2  (16.3%) 3.4%  (26.2%) 0.0% 16.5 (2.4) 9.7% 0.7% 58.1% 0.0%

Meridian 6,579.0 322.2 1.5% 2.2% 3.4% 24.5% 6,500.0 368.7 6.1% 10.4% 7.2% 19.0%

MetService 52.6 2.0 6.9% 1.2% 8.0% 53.7% 49.3 4.7 23.1% 3.2% 15.7% 48.1%

Mighty River Power 3,909.0 277.0 2.3% 3.2% 8.3% 27.2% 3,719.0 294.4 4.5% 2.7% 11.4% 24.6%

NZ Post 973.0 (144.9) 19.4% 1.2%  (3.9%) 84.5% 1,024.0 (607.5)  (4.4%) 0.2%  (12.8%) 89.4%

Public Trust 31.3 2.4 28.0% 0.0%  (13.1%) 89.5% 36.0 (0.8) 2.8% 0.0% 4.3% 94.6%

Quotable Value 38.6 4.9 17.5% 0.0% 17.0% 0.0% 33.0 0.0  (9.9%) 0.0%  (3.9%) 0.0%

Solid Energy N/A 142.2  (8.5%) 1.1% 1.1% 41.7% 2,773.0 128.9 18.1% 0.7%  (14.7%) 29.6%

Transpower 1,700.0 328.6 5.6% 6.7% 13.1% 61.3% 1,600.0 285.4 5.3% 0.0% 0.0% 54.1%

TVNZ 329.0 35.8 9.2% 4.4% 11.9% 2.8% 306.3 44.7 1.3% 1.6% 7.0% 3.4%

all Commercial Priority 20,240.5** 1,773.2  (7.5%) 2.4% 3.4% 44.1% 20,328.0 1,233.2 2.7% 4.3% 4.5% 37.8%

Crown research institutes

AgResearch 201.7 12.1 2.1% 0.0% 3.4% 0.0% 195.1 16.9 3.3% 0.0% 0.1% 0.0%

ESR 37.9 7.7 6.5% 0.0% 6.6% 0.0% 35.5 7.3 9.5% 0.0% 9.9% 0.0%

GNS 26.9 11.2 15.8% 1.0% 15.7% 2.7% 23.4 9.3 8.1% 0.4% 7.3% 2.7%

Industrial Research 40.1 6.4 2.9% 0.6% 2.9% 0.0% 39.2 5.6 6.1% 0.0% 2.4% 0.0%

Landcare Research 27.2 3.3 4.8% 4.0% 4.8% 0.0% 27.0 6.2 8.6% 2.6%  (3.3%) 0.0%

NIWA 95.8 17.1 6.0% 0.0% 7.6% 12.7% 89.0 12.1 1.4% 0.0% 4.7% 12.7%

Plant and Food Research 69.6 10.1 1.9% 0.0% 1.9% 0.0% 68.2 12.3 1.3% 0.0% 1.2% 0.0%

Scion 27.6 4.3 6.0% 0.0% 6.2% 0.0% 25.9 3.2 7.3% 0.0%  (3.3%) 0.0%

Cris subtotal 526.5 72.0 4.4% 0.3% 4.9% 0.0% 503.4 72.8 4.0% 0.2% 1.8% 0.0%

Crown Asset Management 0.0 9.8 0.3% N/A N/A N/A N/A N/A N/A N/A N/A N/A

Crown Fibre Holdings 0.0 (8.7)  (52.6%) N/A N/A 0.0% 0.0 (16.3)  (111.2%) N/A N/A 0.0%

Dispute Resolution 
Services

0.0 1.9 34.6% N/A N/A N/A N/A N/A N/A N/A N/A N/A

Health Benefits 0.0 1.0 74.9% N/A N/A 0.0% 0.0 2.1 150.5% N/A N/A 0.0%

NZ Lotteries Commission 0.0 195.7 604.3% N/A N/A 0.0% 0.0 203.6 515.8% N/A N/A 0.0%

NZVIF 0.0 (2.1) 1.3% N/A N/A 0.0% 0.0 (1.2) 0.1% N/A N/A 0.0%

REANNZ 0.0 4.6  (9.6%) N/A N/A 0.0% 0.0 (9.3)  (15.2%) N/A N/A 0.0%

Radio NZ 0.0 3.9 0.2% N/A N/A 0.0% 0.0 3.5  (0.5%) N/A N/A 0.0%

Southern Response*** 0.0 (88.4) 691.9% N/A N/A N/A N/A N/A N/A N/A N/A N/A

Christchurch Airport 191.0 11.5 3.2% 2.4% 12.2% 28.9% 174.0 9.4 3.7% 1.2%  (1.9%) 28.9%

Dunedin Airport 21.1 2.3 3.2% 1.1% 53.4% 1.0% 13.9 1.3 2.6% 1.0% 2.6% 1.0%

Hawke’s Bay Airport 8.0 0.7 5.3% 0.0% 5.4% 0.0% 7.5 0.5 7.1% 0.0% 7.3% 0.0%

Invercargill Airport 2.8 0.3  (8.0%) 0.0%  (7.7%) 50.7% 3.1 0.1 6.7% 0.0% 7.0% 3.1

Other subtotal 222.8 132.4 0.4% N/a N/a 0.0% 198.5 193.7 46.0% N/a N/a 0.0%

all companies  
(excl CFis)****

20,989.9 1,977.6  (7.1%) 3.2% 4.5% 42.1% 21,029.8 1,499.7 3.3% 5.0% 5.2% 36.9%

*         Excludes KiwiRail (and Solid Energy for 2012 TSR). 

***     From 5 April 2012 when Southern Response became a Crown owned company. 

Summary Financial Tables

**         Assumes Solid Energy value as at 30 June 2011. 

****     Incomplete information for some metrics.
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All figures in $m

Financial position Financial performance Cash flows

Total 
assets

Total 
liabilities

Interest 
bearing 

debt 
Total 

equity
Total 

revenue EBITDAF NPAT

Net cash 
flows from 
operating 
activities

Purchase 
of fixed 
assets

Dividends 
paid

Net 
increase/ 
decrease 

in cash

Air New Zealand 3,985.1 2,752.8 1,235.2 1,232.2 3,272.6 419.0 51.8 344.6 445.3 31.4 121.9

Airways 143.0 96.2 27.0 46.9 164.2 29.9 9.3 23.9 18.0 5.0 (2.1)

Animal Control Products 6.9 1.3 0.1 5.6 6.3 1.9 1.3 1.0 0.1 1.4 (0.7)

AsureQuality 73.9 39.0 12.4 35.0 154.4 15.6 7.4 9.8 4.0 7.1 0.4

Genesis 3,635.5 1,835.1 1,019.5 1,800.4 2,270.2 392.6 90.3 287.0 65.3 0.0 9.1

KiwiRail 4,262.4 802.3 541.5 3,460.2 888.1 249.9 (2,305.1) 41.5 519.8 0.0 (45.1)

Kordia 259.2 167.5 70.8 91.7 398.5 59.0 12.1 44.0 35.3 1.0 (0.6)

Landcorp 1,662.9 330.9 171.3 1,332.0 210.5 47.4 (9.4) 51.1 50.7 27.5 0.1

Learning Media 12.6 8.0 0.0 4.6 27.5 (0.4) (0.9) 0.2 0.6 0.5 (1.1)

Meridian 8,692.8 3,867.1 1,848.4 4,825.7 2,570.2 476.6 74.6 322.2 510.4 140.7 (153.8)

MetService 39.8 25.1 17.0 14.7 42.2 7.8 1.0 2.0 4.3 0.6 (0.9)

Mighty River Power 5,877.4 2,863.2 1,181.4 3,014.2 1,520.6 461.5 67.7 277.0 311.7 120.5 9.6

NZ Post 15,851.0 14,891.6 8,253.0 959.5 1,309.4 207.7 169.7 (144.9) 11.9 11.5 (1.0)

Public Trust 820.4 791.5 774.1 28.8 61.6 (1.2) 7.1 2.4 3.3 0.0 29.6

Quotable Value 32.8 12.2 0.0 20.6 46.0 3.7 3.6 4.9 0.7 0.0 2.7

Solid Energy 1,165.9 742.6 306.4 423.4 980.7 192.2 (40.2) 142.2 164.0 30.0 (7.1)

Transpower 4,905.3 3,396.1 2,402.6 1,509.2 785.4 495.2 84.8 328.6 835.4 110.0 1.2

TVNZ 243.4 88.7 10.0 154.6 381.8 53.6 14.2 35.8 8.2 13.8 1.0

all Commercial Priority 51,670.4 32,711.2 17,870.7 18,959.3 15,090.2 3,112.2 (1,760.7) 1,773.2 2,988.8 501.1 (36.7)

Crown research institutes

AgResearch 252.0 50.3 0.0 201.7 157.2 19.1 4.2 12.1 8.6 0.0 (7.3)

ESR 59.1 21.2 0.2 37.9 58.6 7.6 2.4 7.7 4.1 0.0 (0.3)

GNS 51.0 24.1 0.0 26.9 73.7 9.0 4.0 11.2 4.7 0.2 4.8

Industrial Research 54.8 14.7 0.0 40.1 67.8 6.1 1.2 6.4 7.3 0.3 (1.2)

Landcare Research 45.3 18.1 0.0 27.2 61.1 6.4 1.3 3.3 6.1 1.1 (4.5)

NIWA 134.1 38.3 7.5 95.8 121.3 19.2 5.5 17.1 7.9 0.0 1.3

Plant and Food Research 96.2 26.6 0.3 69.6 121.4 10.2 1.3 10.1 6.8 0.0 4.0

Scion 40.0 12.5 0.0 27.6 43.8 4.9 1.6 4.3 8.0 0.0 (4.0)

Cris subtotal 732.4 205.9 8.1 526.5 704.7 82.4 21.5 72.0 53.6 1.6 (7.0)

Crown Asset Management 102.8 0.5 0.0 102.2 0.7 (0.1) 0.1 9.8 0.0 0.0 19.8

Crown Fibre Holdings 109.2 1.0 0.0 108.2 0.0 (7.9) (31.7) (8.7) 0.1 0.0 73.8

Dispute Resolution 
Services

5.7 2.5 0.0 3.2 15.2 1.2 0.6 1.9 0.2 0.4 0.7

Health Benefits 3.9 1.3 0.0 2.7 9.3 1.5 1.5 1.0 0.3 0.0 0.0

NZ Lotteries Commission 173.4 145.2 0.0 28.1 903.8 201.1 190.4 195.7 5.2 183.4 (46.9)

NZVIF 92.4 0.4 0.0 91.9 2.5 (2.4) 1.2 (2.1) 0.0 0.0 2.3

REANNZ 31.6 7.7 0.0 23.9 8.2 3.0 (2.4) 4.6 0.2 0.0 (2.6)

Radio NZ 60.2 10.9 0.0 49.3 39.5 3.5 0.1 3.9 1.8 0.0 1.6

Southern Response** 2,025.3 2,072.6 0.0 (47.3) 3.9 (239.8) (163.5) (88.4) 0.1 0.0 (13.7)

Christchurch Airport 259.0 104.5 71.8 154.5 28.3 15.7 4.9 11.5 17.6 4.3 (0.2)

Dunedin Airport 38.5 17.4 9.0 21.1 5.2 3.2 0.6 2.3 1.1 0.2 0.9

Hawke’s Bay Airport 8.8 0.8 0.0 8.0 1.5 0.8 0.4 0.7 0.9 0.0 (0.2)

Invercargill Airport 6.4 3.6 3.2 2.8 1.1 0.4 (0.2) 0.3 0.1 0.0 0.2

Other subtotal 2,917.1 2,368.5 83.9 548.6 1,019.2 (19.9) 1.9 132.4 27.7 188.3 35.7

all companies (excl CFis)* 55,320.0 35,285.5 17,962.6 20,034.4 16,814.1 3,174.7 (1,737.3) 1,977.6 3,070.1 691.0 (8.0)

*      Incomplete information for some metrics. 

**    From 5 April 2012 when Southern Response became a Crown owned company.
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All figures in $m

2012 2011 2012 2011 2012 2011 2012 2011 2012 2011 2012 2011

Total 
revenue

Total 
revenue EBITDAF EBITDAF NPAT NPAT

Adjusted 
ROE

Adjusted 
ROE

Dividend 
for the 

financial 
year (not 

cash 
flow)

Dividend 
for the 

financial 
year (not 

cash 
flow)

Total 
FTEs

Total 
FTEs

Air New Zealand 3,272.6 3,212.0 419.0 400.3 51.8 59.5 4.3% 5.0% 43.8 55.5 7,631 8,037

Airways 164.2 152.5 29.9 23.1 9.3 4.7 19.9% 10.4% 5.0 6.0 730 732

Animal Control Products 6.3 7.1 1.9 2.4 1.3 1.6 31.1% 40.9% 1.4 1.1 12 11

AsureQuality 154.4 116.9 15.6 14.5 7.4 7.6 26.3% 28.4% 6.9 6.1 1,549 1,597

Genesis 2,270.2 1,834.5 392.6 292.7 90.3 (16.6) 9.3%  (0.7%) 0.0 0.0 931 976

KiwiRail 888.1 1,012.0 249.9 445.0 (2,305.1) 34.1  (189.4%) 1.9% 0.0 0.0 4,175 4,190

Kordia 398.5 294.5 59.0 52.0 12.1 (14.7) 13.6%  (16.3%) 2.0 0.0 1,112 905

Landcorp 210.5 229.7 47.4 76.4 (9.4) 114.6 9.2% 26.3% 20.0 28.0 573 599

Learning Media 27.5 23.5 (0.4) 1.2 (0.9) 0.6  (18.6%) 9.7% 0.5 0.0 133 126

Meridian 2,570.2 2,053.0 476.6 659.9 74.6 303.1 2.4% 25.7% 71.3 684.6 775 800

MetService 42.2 39.2 7.8 9.9 1.0 3.1 6.9% 23.1% 0.6 1.5 253 216

Mighty River Power 1,520.6 1,163.9 461.5 443.1 67.7 127.1 15.1% 16.1% 120.5 110.4 802 784

NZ Post 1,309.4 1,295.9 207.7 38.1 169.7 (35.6) 20.4%  (4.9%) 12.7 10.6 8,326 8,059

Public Trust 61.6 61.5 (1.2) (3.4) 7.1 0.6  (10.5%)  (20.1%) 0.0 0.0 421 450

Quotable Value 46.0 46.0 3.7 0.7 3.6 (2.1) 17.8%  (10.0%) 3.0 0.0 312 352

Solid Energy 980.7 831.3 192.2 199.7 (40.2) 87.2  (8.8%) 18.8% 0.0 50.0 1,656 1,428

Transpower 785.4 731.4 495.2 452.2 84.8 78.5 11.0% 8.5% 315.0 0.0 747 689

TVNZ 381.8 377.8 53.6 53.6 14.2 2.1 8.8% 2.3% 11.3 4.9 950 941

all Commercial Priority 15,090.2 13,482.5 3,112.2 3,161.2 (1,760.7) 755.1  (17.4%) 8.6% 613.9 958.6 31,088 30,892

Crown research institutes

AgResearch 157.2 157.7 19.1 19.0 4.2 6.2 4.3% 5.5% 0.0 0.0 762 780

ESR 58.6 51.5 7.6 8.2 2.4 3.2 6.5% 9.5% 0.0 0.0 370 325

GNS 73.7 72.1 9.0 7.6 4.0 1.8 15.7% 8.2% 0.6 0.2 364 370

Industrial Research 67.8 62.6 6.1 5.0 1.2 2.3 2.9% 6.1% 0.3 0.0 357 330

Landcare Research 61.1 63.4 6.4 7.2 1.3 2.3 4.9% 9.7% 1.1 0.7 356 415

NIWA 121.3 117.8 19.2 16.7 5.5 1.3 6.0% 1.4% 0.0 0.0 591 643

Plant and Food Research 121.4 113.2 10.2 9.2 1.3 0.9 1.9% 1.3% 0.0 0.0 799 810

Scion 43.8 43.1 4.9 5.1 1.6 1.8 6.7% 6.2% 0.0 0.0 306 313

Cris subtotal 704.7 681.3 82.4 78.0 21.5 19.8 5.2% 4.7% 1.9 1.0 3,905 3,986

Crown Asset Management 0.7 N/A (0.1) N/A 0.1 N/A  N/A N/A 0.0 N/A 1 N/A

Crown Fibre Holdings 0.0 0.7 (7.9) (18.4) (31.7) (18.5)  (52.6%)  (111.2%) 0.0 0.0 17 14

Dispute Resolution 
Services

15.2 N/A 1.2 N/A 0.6 N/A 34.6% N/A 0.0 N/A 87 N/A

Health Benefits 9.3 5.7 1.5 0.9 1.5 0.9 83.6% 180.3% 0.0 0.0 23 14

NZ Lotteries Commission 903.8 885.1 201.1 190.2 190.4 183.3 611.3% 530.5% 0.0 0.0 121 115

NZVIF 2.5 2.3 (2.4) (1.7) 1.2 0.0  (8.5%)  (0.5%) 0.0 0.0 7 7

REANNZ 8.2 8.9 3.0 2.2 (2.4) (3.0)  (9.6%)  (15.2%) 0.0 0.0 13 14

Radio NZ 39.5 38.2 3.5 3.2 0.1 (0.3) 0.5%  (1.2%) 0.0 0.0 277 269

Southern Response** 3.9 N/A (239.8) N/A (163.5) N/A N/A N/A 0.0 N/A 119 N/A

Christchurch Airport 28.3 24.3 15.7 14.2 4.9 5.4 5.0% 8.3% 0.0 2.1 62 48

Dunedin Airport 5.2 4.3 3.2 2.1 0.6 0.4 5.2% 3.5% 0.2 0.1 12 11

Hawke’s Bay Airport 1.5 1.3 0.8 0.7 0.4 0.5 5.3% 7.1% 0.0 0.0 1 1

Invercargill Airport 1.1 1.3 0.4 0.3 (0.2) 0.2 1.4% 4.4% 0.0 0.0 3 3

Other subtotal 1,019.2 972.0 (19.9) 193.5 1.9 169.0 (2.4%) 66.8% 0.2 2.3 742 496

all companies (excl CFis)* 16,814.1 15,135.9 3,174.7 3,432.6 (1,737.3) 943.9  (15.9%) 9.8% 616.0 961.8 35,735 35,373

*      Incomplete information for some metrics. 

**    From 5 April 2012 when Southern Response became a Crown owned company
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The financial data in the 2012 APR are sourced from COMU’s new financial 
database which collects financial information directly from COMU-monitored entities. 
There can be some differences for individual entities’ data between this APR and 
earlier APRs. These differences arise primarily from definitional changes to line items 
agreed with individual entities, along with minor historical errors identified when 
migrating data to the new database.
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