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FOREWORD FROM MINISTER 
OF FINANCE
I am pleased to introduce the Crown Ownership Monitoring 

Unit’s first Annual Portfolio Report. 

The Crown’s commercial portfolio contains almost $95 billion of assets, of 

which $55 billion is in commercially focused companies and $40 billion in 

investment funds.  

Investments in these companies represent a considerable part of the Crown’s 

total assets. Some of the companies are dominant in their sectors of operation 

and, in aggregate, the companies make up a significant part of the economy.  

The investment funds are our “rainy day” reserves that are set aside to help us 

deal with predictable and unpredictable contingencies.  It is vitally important 

that these assets are managed well and operate efficiently to ensure that 

taxpayers get the maximum return for their investment. 

The Government is increasing its focus on the commercial portfolio to ensure 

that it is being managed as effectively as possible.  Crown-owned commercial 

activities do not face the same market scrutiny as listed companies, but we 

believe it is important to replicate market disciplines as much as possible.  

We are increasing transparency in several ways including continuous 

disclosure requirements for SOEs, annual public meetings and publication of 

performance information. 

As part of this focus on performance we have changed the way the Crown 

monitors its ownership interests and its commercial portfolio.  The Crown 

Company Monitoring and Advisory Unit (CCMAU) has been disestablished 

and the Crown Ownership Monitoring Unit (COMU) established as a team 

within the Treasury.  This report is one of the new initiatives that COMU 

has introduced to improve the monitoring and performance of the Crown’s 

investments.  It is intended to stimulate stakeholder and wider community 

interest in the commercial performance of these Crown-owned businesses.

I welcome this report and commend it to its readers.

Hon Bill English

Minister of Finance
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2010 HIGHLIGHTS
Commercial and multiple 
objective companies

 Total equity value of $27.9 billion

 29% of the equity on the Crown’s balance sheet

 $2.3 billion of capital investment

 $1 billion of dividends received

 Total shareholder return of $3.7 billion

 Return on equity of 3.8% 

Crown financial institutions

 $39.5 billion funds under management

 57% in growth assets

 43% in cash and bonds

 $4.5 billion of investment returns

 Return of 12.8%
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GENERAL MANAGER’S 
STATEMENT
Welcome to the Annual Portfolio Report.  This is the first 
in what I expect to be a series of annual publications 
from COMU about the performance of the entities we 
monitor.  

This report describes the financial performance of 37 government-owned 

enterprises that have full or partial commercial objectives.  Collectively these 

enterprises have turnover equivalent to approximately 8% of GDP2 and they 

employ over 26,000 people.  The portfolio described in this report consists of 

three main parts:

  companies where commercial performance is the priority (mostly SOEs) 

  entities responsible for investing Crown funds (the Crown Financial 

Institutions (CFIs)), and 

  a group of other entities spanning a wide variety of activities.  This group 

includes the Crown Research Institutes (CRIs) and the Crown’s share in 

several airports.

To create value for the Crown, commercial enterprises and the investment 

funds must, over time, make a return that covers the Crown’s cost of 

borrowing, plus a margin that reflects their business or investment risk.  

This initial report takes a five-year view.  There are a number of challenges 

describing portfolio performance over this period, with many exogenous 

factors in play.  The timeframe spans a period of widespread global economic 

instability.  While New Zealand has come through the crisis relatively well 

there have been challenges for the entities we monitor.  All of the companies 

have been affected to some extent but the investment portfolios of the CFIs 

were particularly affected.  Other exogenous changes include the change in 

accounting standards (GAAP to IFRS) between FY2007 and FY2008, and the 

2010 changes to the tax rules relating to the depreciation of buildings.  

Within the portfolio most of the companies have been relatively stable, 

but there have been substantial changes to two large businesses.  NZRC 

(KiwiRail) has grown in scope and scale over the five-year time horizon, its staff 

numbers increasing from less than 150 to more than 4,000.  New Zealand Post 

has also seen substantial changes with the growth of its Kiwibank business 

creating a massive increase in both sides of its balance sheet.    

1 Gross domestic product.  See Annex A for a list of the abbreviations used in this report.

« TO CREATE 
VALUE 
COMPANIES 
MUST MAKE 
A RETURN 
THAT COVERS 
THE COST OF 
BORROWING 
PLUS A MARGIN 
FOR RISK
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Commercial enterprises
The analysis here attempts to look through these issues and describe the 

underlying performance of the portfolio.  In summary, we see the following 

five-year picture:

  Our companies have invested heavily in new plant and other assets, mostly 

in New Zealand.

  This investment has been funded from internally-generated cash flow and a 

modest increase in borrowing.

  Gearing has increased but is still well within reasonable bounds.

  Revenue and earnings have been relatively static.

  Dividend payments are volatile from year to year, with little discernible 

trend.

  The average dividend yield is lower than comparable listed companies.

In other words, we have been through a period of high investment but 

have not seen a flow on into profits or dividends.  The Crown, as owner of 

these assets, is not yet seeing a return commensurate with the value of its 

investments.  In addition, the volatility of dividend payments makes it more 

difficult than it could be for the Crown to plan and finance its public-good 

expenditure.  

As government finances are currently very constrained our future focus will be 

on ensuring that recent and historic investments in the commercial portfolio 

are making appropriate returns to their owners. 

Crown Financial Institutions
The performance of the investment entities tasked with management of the 

Crown’s various investment funds does not often receive public attention but 

they are a vital part of our resilience as a nation.  The Canterbury Earthquake 

was an unfortunate but timely reminder of the importance of the Crown making 

provision for adverse events and expected future liabilities.  Fortunately the 

Earthquake Commission has adequate reserves and these are now available 

to help restore buildings and land affected by the earthquake.

As custodians of nearly $40 billion of public funds CFI performance has an 

impact on the future prosperity of all New Zealanders.  Over the past five 

years the investments of the CFIs have largely mirrored the performance of 

the markets they invest in.  Returns of these markets peaked in 2007 and have 

been depressed and volatile since then.  In aggregate the funds have made 

positive returns over this difficult time.  However, only the ACC fund has been 

able to consistently beat its passive benchmarks. 

WE HAVE BEEN 
THROUGH A 
PERIOD OF HIGH 
INVESTMENT 
WE ARE NOW 
FOCUSING 
ON ENSURING 
THAT INVESMENTS 
ARE MAKING THE 
APPROPRIATE 
RETURNS 
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Multiple Objective companies
COMU’s responsibilities include the financial monitoring of a number of 

entities that have multiple objectives or a specific special purpose.  While 

these entities may have special circumstances or more than one objective it is 

nevertheless important that they have sound financial management and act in 

a business-like manner.  This report provides summary information about this 

group and more detailed information about its larger members.

Monitoring approach
COMU’s goals are to improve the performance of the companies we monitor.  

We seek to do this through our direct interactions with the companies, by 

providing high-quality advice to Ministers and by increasing public interest 

in, and understanding of, companies in public ownership.  This report is 

an important new initiative for COMU and it marks a milestone in the life of 

the new monitoring team.  I welcome feedback on ways that future annual 

portfolio reports (APRs) could be enhanced to assist in these objectives.

John Crawford

General Manager 

Crown Ownership Monitoring Unit



page | 7

THE CROWN’S COMMERCIAL 
PORTFOLIO
The Crown’s commercial portfolio includes a diverse range of businesses 

that have, to a greater or lesser extent, commercial objectives. The portfolio 

is drawn from the 45 companies and commercial entities that fall under the 

monitoring jurisdiction of COMU, consisting of:

  17 State-owned enterprises (SOEs)

  5 CFIs

  8 Crown research institutes (CRIs), and

  15 other companies and entities monitored by COMU, including the NZX-

listed Air New Zealand.

The Crown’s portfolio is not one that has been consciously assembled with a 

specific goal of maximising return and/or reducing risk as is normally the case 

for a portfolio of investments. Rather, the portfolio represents a combination of:

  entities that have been retained in Crown ownership either intentionally or 

residually subsequent to the Crown asset sale programmes of the 1980s 

and 1990s (most SOEs and the CRIs)

  new entities established with a commercial mandate, where the Crown has 

some facilitatory role (eg, NZVIF, REANNZ, NZ Superannuation Fund), and

  entities that have been repurchased when their private owners have been 

unable to maintain commercial viability (eg, Air New Zealand, KiwiRail).

The resultant portfolio has heavy exposures in the financial, utilities and 

transportation, and energy sectors.

Figure 1: Portfolio Sector Profile – Asset Values as at 30 June 2010

       

Source: Company Annual Reports, COMU

The portfolio’s origins and its resultant structure do not preclude the 

expectation that it achieves a level of commercial performance expected 
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of comparable non-Crown entities.  Such expectations are supported by 

legislation.  For example: 

  SOEs should be as profitable and efficient as companies not owned by the 

Crown (s4, SOE Act 1986).

  The Guardians of the New Zealand Superannuation Fund must invest on 

a prudent, commercial basis maximising return without undue risk (s58, 

New Zealand Superannuation and Retirement Income Act 2001).

  CRIs should operate in a financially responsible manner and maintain 

financial viability, which means generating an adequate rate of return on 

shareholders’ funds (s5, Crown Research Institutes Act 1992).

Portfolio subgroups
The Crown’s commercial portfolio is diverse and there is no single set of 

metrics that adequately describes performance across the portfolio.  In 

addition, some of the companies are subject to accounting treatments that 

require special explanation.  Accordingly, the 45 entities have been classified 

for the purposes of this report in a way that reflects their nature and intensity of 

the commercial imperative, which in turn drives shareholder expectations.  The 

major groupings are as follows:

  Commercial Priority Companies: These 16 companies operate, for the main 

part, as competitive commercial enterprises in competitive environments. 

This category consists of all operational SOEs excluding KiwiRail and 

New Zealand Post. TVNZ, Public Trust and Air New Zealand are also 

incorporated in this category.

  Crown-managed Funds: These five funds are managed on behalf of 

the Crown – ACC’s Investment Fund, the Earthquake Commission, the 

Government Superannuation Fund, the New Zealand Superannuation Fund 

and the National Provident Fund.

  Multiple Objective Companies: These 16 entities have multiple objectives 

and/or do not fit easily in other categories.  This category includes KiwiRail, 

New Zealand Post, the CRIs, New Zealand Lotteries Commission and the 

Crown’s interest in airports.  The rationale for this grouping is described in 

more detail below.

  Excluded Entities: These eight entities have been excluded from this report 

because they were either not fully operational in 2009/10, or insufficient 

accounting information has been made available, or they are not material 

relative to the value of the portfolio. This category includes NZVIF, Rugby 

NZ 2011, REANNZ, Crown Fibre Holdings and Radio NZ.

This results in 37 entities being covered by this report. The Crown’s 

commercial portfolio is described in Table 1 which lists entities by entity 

form and portfolio classification.

« CROWN 
COMPANIES 
ARE EXPECTED 
TO FOCUS ON 
COMMERCIAL 
PERFORMANCE 
IN THE SAME 
MANNER 
AS OTHER 
COMPANIES
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Table 1: The Crown’s Commercial Portfolio12

State-owned 
Enterprises Crown Companies2 Crown Entities

Commercial 
Priority

(16)

Airways 

Animal Control 
Products
AsureQuality
Genesis 
Kordia
Landcorp
Learning Media
Meridian 
MetService
Mighty River
Quotable Value
Solid Energy
Transpower

Air New Zealand 

(75%)

TVNZ

Public Trust

Crown-
managed 
Funds

(5)

ACC (Fund only)

Earthquake 
Commission

Government Super 
Fund 

National Provident 
Fund3

NZ Superannuation 
Fund 

Multiple 
Objective 
Companies

(16)

KiwiRail
New Zealand Post

CRIs:
AgResearch
ESR
GNS Science
IRL
Landcare Research 
NIWA

Plant & Food 
Research

Scion (Forest 
Research)

Christchurch Airport 
(25%)

Dunedin Airport 
(50%)

Hawke’s Bay Airport 
(50%)

Invercargill Airport 
(45%)

Pacific Forum Line 
(23%)

NZ Lotteries 
Commission

Excluded 
from this 
report

(8)

ECNZ
Timberlands WC

Crown Fibre Holdings
Health Benefits Ltd
NZVIF
Radio NZ
REANNZ
Rugby NZ 2011 

2 Including Incorporated Companies where the Crown has some ownership interest.
2 Technically, NPF is a body corporate.
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Rationale for the Multiple Objective group

The Multiple Objective group is a miscellaneous clustering, driven by a 

number of factors.  Most companies in the group are relatively small in 

financial terms and many have non-commercial objectives.  For example, 

CRIs have been established with the objective of undertaking research while 

maintaining ‘financial viability’.

Several companies within the Multiple Objective group might have been 

placed in the Commercial Priority group, except that features of their accounts 

are not compatible with the accounting treatments used by the other 

companies in that group. These include:     

  Rail: KiwiRail’s track assets were purchased for a nominal sum and 

subsequently revalued at around $13 billion4. The commercial value of 

these assets is much less than this. If included in the Commercial Priority 

group, this revaluation would give the impression of a massive gain in value 

for the whole commercial portfolio.  In addition, there are instances where 

KiwiRail or its predecessors have received grants for capital expenditure.  

These have been recorded as revenue; hence the revenue figures overstate 

receipts from commercial operations. 

  New Zealand Post: The Kiwibank subsidiary of New Zealand Post has been 

growing significantly in the past five years.  The borrowing and lending of 

Kiwibank has created an enormous growth in the assets and liabilities on 

New Zealand Post’s balance sheet.  This balance sheet growth, and the fact 

that bank businesses have a much lower return on capital employed than 

most companies, means that if included in the Commercial Priority group, 

New Zealand Post would distort the results of that group.

Because of the disparate nature of the Multiple Objective group, and the 

significance of the above examples, separate analyses are provided in this 

report for CRIs, New Zealand Post and KiwiRail. 

Excluded companies

A few companies have not been included in this report.  These include 

companies that have yet to lodge 2010 accounts, companies in liquidation, 

very small companies, one-off special purpose ventures and companies that 

have yet to have a full year of operation.  Inclusion of these companies would 

not materially change the overall conclusions of our analysis.  

4 KiwiRail’s track assets are currently valued on a replacement basis (optimised depreciated 
replacement cost, ODRC) rather than on a commercial basis.  ODRC valuations are 
standard for non-market public assets such as hospitals, prisons and schools but the ODRC 
value does not give a good indication of the commercial valuation of KiwiRail. 



page | 11

Scope and scale 
Based on equity values, the commercial portfolio is heavily weighted to the 

energy, transport and infrastructure sectors5.  Approximately half of the equity 

value of the portfolio is in transport and infrastructure, with the majority of this 

equity attributed to KiwiRail.  Another third of the equity is in the energy sector.  

CFIs have relatively little equity because large liabilities offset the asset values6.  

A sectoral breakdown of the portfolio, by investment class, is shown in Figure 2.

Figure 2: Equity Values by Sector, June 2010 

$b

■ Energy   ■ Other   ■ Fund   ■ Transport/Infrastructure   ■ Agriculture   ■ Communications   

Source: Company Annual Reports, COMU

Another feature of the Crown’s commercial portfolio is its size relative to the 

Crown’s balance sheet.  As at 30 June 2010, the Crown’s Commercial Portfolio 

represented 42.2% of the Crown’s assets, or 30.8% of the Crown’s net worth 

(equity).

Figure 3: The Commercial Portfolio as a Proportion of the Crown Balance Sheet, 
June 2010

Book Value: Crown Assets Book Value: Crown Equity

Source: Crown Financial Statements, Company Annual Reports, COMU

5 Note for this analysis Transpower has been classified as infrastructure, rather than energy.
6 ACC and GSF have liabilities which are significantly excess of their assets.
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Given the “no-sales” policy over the last decade, the composition of the 

portfolio has been relatively static. However, there have been some changes, 

the most significant being:

  2001. Purchase of a majority stake in Air New Zealand through a 

recapitalisation.

  2004.  Purchase of the rail network assets (OnTrack).

  2005. Sale of Southern Hydro by Meridian.

  2008.  Purchase of the rail operating assets (KiwiRail).

The Crown’s repurchase of assets, alongside a general tendency for Crown 

companies to retain significant levels of free cash flow for reinvestment, has 

resulted in the commercial assets growing as a proportion of the Crown 

balance sheet.

Figure 4: The SOE Portfolio as a Proportion of the Crown Balance Sheet, 
30 June 2005-2010
%

— SOE Equity %   — SOE Asset % 

Source: Crown Financial Statements, COMU

Although the trend is real Figure 4 exaggerates its magnitude. This is due to 

the move to commercial valuations, which increases the apparent size of the 

commercial portfolio without any change in the underlying assets.

As at 30 June 2010, there were an estimated 26,600 employees of companies 

in the Crown commercial portfolio, with New Zealand Post and KiwiRail being 

the largest employers. 

« THE 
COMMERCIAL 
PORTFOLIO IS 
A LARGE AND 
INCREASING 
PART OF 
THE CROWN’S 
BALANCE 
SHEET
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Figure 5: Employees7 (Full-time Equivalents)

                                   

Other Entities
CRIs

Other 
Commercial 
Priority

Solid Energy
Generator/
Retailer

KiwiRail

NZ Post 

Source: Company Annual Reports, COMU

The operating environment

The ownership environment for government-owned enterprises in 

New Zealand is defined by legislation, with the SOE Act, CRI Act and Crown 

Entities Act clarifying accountabilities commensurate with company form and 

enabling appropriate separation of responsibilities.  The responsibilities of key 

stakeholders in the portfolio are summarised in Figure 6.

Figure 6: Responsibilities of Key Stakeholders

Shareholders/Ministers Company Boards COMU

  Accountable to 
Parliament  

  Appoint directors and 
monitor performance 
of company

  Communicate 
strategic direction

  Agree principles 
and performance 
expectations

  Feedback on 
strategies and 
plans, including 
formal comment 
on Statements of 
(Corporate) Intent

  Accountable for the 
performance of the 
company

  Develop a strategy 
and business plan that 
meets shareholder 
expectations

  Ensure adequate 
resources are available

  Appoint the chief 
executive and monitor 
their performance

  Monitor management’s 
execution of the 
business plan

  Accountable to 
Ministers

  Provide advice to 
shareholders on 
performance and 
strategies

  Act as shareholder 
representative

  Conduit between 
boards and owners

  Manage director 
appointment 
process and board 
performance 
monitoring

Source: COMU

Performance expectations for the commercial portfolio
Generic expectations of Crown company boards are given in the Owner’s 

Expectations Manual. This outlines expectations in areas including board 

duties, reporting requirements, financial governance and the way in which 

the board deals with strategic issues. Responsible Ministers overlay these 

generic expectations with directly communicated performance expectations of 

7 Excludes Air New Zealand.
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each company.  These vary depending on company form, stage in business 

development and operational sector. The expectations include financial 

performance and corporate responsibility dimensions. 

Financial expectations

The fundamental principles that drive shareholder performance expectations 

of Crown companies revolve around:

  operational performance: the ability to generate cash from business 

operations, and 

  capital management: effective and efficient capital employment, which 

allows for:

  appropriate levels of dividend to the Crown

  a capital expenditure programme that adds value and is commensurate 

with the opportunities open to the business, and

  external debt funding to the extent required for an efficient balance 

sheet. 

Performance across these dimensions ultimately impacts shareholder value – 

both realised (in dividends) and unrealised (in commercial value).

Accordingly, financial performance expectations across the portfolio 

incorporate the dimensions of:

  Value – to what extent is the combined effect of the company’s operations, 

investment and funding arrangements resulting in value uplift?

  Operational performance – are appropriate levels of cash being generated 

through the company’s operations?

  Dividend policy – given the stable portfolio, are appropriate levels of return 

being realised from a shareholder perspective?

  Investment and funding – is the cash that is being retained in the business 

being invested wisely, and is the company efficiently funded? 

The focus of this set of expectations will vary across the different asset 

classifications. For example, Commercial Priority companies are expected to 

match the performance of non-Crown companies across these dimensions. 

However, Multiple Objective companies may have financial expectations 

moderated by public good delivery requirements. 

Expectations for Commercial Priority companies

The SOE Act sets a clear performance expectation that is applied across all 

Commercial Priority companies.  That is, the principal objective of every SOE 

is to operate as a successful business and, to this end, be as profitable and 

efficient as comparable businesses that are not owned by the Crown. 

In addition, as a rational investor, the Crown will be looking for overall returns 

greater than its cost of borrowing plus an appropriate risk premium.  Over the 
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past five years 10-year government bond rates have generally been in the 5% 

to 6% range.  Returns from these companies therefore need to be significantly 

greater than 6% to cover their risk-adjusted cost of equity. 

To build a consistent picture around SOE performance, SOEs have been 

asked to report on a standard range of measures around value, operational 

performance, dividends and balance sheet. Further detail on these 

performance measures is found in Annex B.

Company-specific expectations around efficient employment of capital depend 

on each company’s particular circumstances in combination with those of 

the shareholder.  For example, a high growth company may have a lower 

dividend yield expectation whereas a mature company may have a higher 

dividend yield and dividend payout expectation.  This consideration is made 

in the context of the specific circumstances of the Crown as shareholder. With 

self-imposed restrictions on the ability to realise value through disposal, the 

Crown realises value primarily through dividend payments. This creates an 

expectation that the dividend payout ratio (the proportion of cash generated 

that is subsequently distributed) be at the upper end of the scale, particularly 

for those companies with a mature business profile. 

Expectations for CFIs

Each of the CFIs has a mandate specific to its objectives.  The governance 

regime of the CFIs is designed to ensure that investment decisions are 

made independent from political interference.   Each CFI determines its own 

investment strategy based on its legislative obligations and having regard to its 

own liabilities (where matching liabilities exist).  General expectations are that 

the CFIs maximise returns without undue risk and do not expose New Zealand 

to reputational risk.   

Expectations for other companies

Those companies that fall outside of the Commercial Priority group have 

commercial performance expectations that match the nature of their operation. 

For example:

  The primary purpose of CRIs is to undertake research.  CRIs are not 

expected to maximise profit but are required to cover the costs of capital 

employed. The intent is that CRIs should apply commercial disciplines in 

their activities and be competitively neutral with private sector companies 

supplying similar services.  CRIs’ “principles of operation” are that they 

should: 

  conduct research for the benefit of New Zealand

  pursue excellence

  comply with any applicable ethical standards

  promote and facilitate the application of research and technology

SOE STANDARD 
PERFORMANCE 
MEASURES 
 TOTAL SHAREHOLDER 

RETURN

 DIVIDEND YIELD

 DIVIDEND PAYOUT 

 RETURN ON EQUITY

 RETURN ON CAPITAL 
EMPLOYED

 OPERATING MARGIN

 GENERATOR EFFICIENCY

 GEARING RATIO

 INTEREST COVER

 SOLVENCY.
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  be a good employer, and

  exhibit a sense of social responsibility.

  The New Zealand Post Group is expected to perform in a way consistent 

with SOEs, with its Kiwibank subsidiary meeting a series of banking-specific 

benchmarks. 

  KiwiRail’s mandate is to, within 10 years, generate customer revenue from 

its rail and ferry businesses sufficient to be a self-sustaining company that 

does not require additional Crown subsidies.

  NZ Lotteries Commission has a series of performance benchmarks based 

on comparable national lottery operations. Ironically, the ability to meet 

such benchmarks is heavily dependent upon chance, as returns are better 

when prizes jackpot.

  Airport company performance is largely based on standard airport metrics.  

Financial performance expectations are moderated by local authority 

preferences for reinvestment or returns.

Corporate responsibility

The SOE Act requires that SOEs exhibit a sense of social responsibility as 

part of their principal objective to be successful businesses.  This expectation 

applies right across the commercial portfolio.

Such behaviour is a part of, and not in conflict with, being a successful 

business.  There is a wealth of evidence that corporate social responsibility 

(CSR) does not conflict with profitable business practice and that good CSR 

practice can be a sustainable value-enhancing part of the business.  Such 

practices can be readily observed in the private sector.  This means that social 

responsibility need not involve a trade-off against commercial performance. 

This report does not incorporate a portfolio-level review of performance 

against social responsibility objectives, as the Government’s approach is that 

each company sets social responsibility standards and policies appropriate 

for its particular circumstances. These are reported upon fully in each entity’s 

Annual Report.

« EACH 
COMPANY IS 
EXPECTED TO 
SET ITS OWN 
COMPANY 
SPECIFIC SOCIAL 
RESPONSIBILITY 
STANDARDS 
AND REPORT ON 
THESE IN 
ITS ANNUAL 
REPORT
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PORTFOLIO PERFORMANCE
Economic environment
The economic climate for 2009/10 remained uncertain as the economy 

adjusted for the effects of the global financial crisis (GFC). The impact of 

the GFC on stock market prices became noticeable from mid/late 2007 

and reached its nadir, market-wise, in March 2009.  However, the recovery, 

as viewed by commercial markets, has been unsteady and unspectacular. 

Coming off a low base, the NZX50 market index improved by around 6% over 

the 2009/10 year; however, the NZX50 market index at 30 June 2010 was 

some 11% below the peak achieved earlier in the year. 

Figure 7: NZX50 Index and GDP Growth 2005- 2010
NZX50 adjusted Quarterly real GDP growth 
gross index   (expenditure based) %

— NZX50 Adjusted Gross Index (left axis)   — Quarterly GDP Growth (right axis)

Sources : NZX, Yahoo Finance, RBNZ, COMU

The New Zealand economy suffered a sharp fall in the rate of growth in 

GDP as a result of the GFC (Figure 7). GDP growth, however, recovered to 

be marginally positive in 2009/10, supported by the strength of our major 

trading partners, particularly Australia and China. While the impact of the 

overseas recovery on the demand for New Zealand’s exports has been strong, 

the domestic economy is showing more cautious growth. The recovery in 

business investment and labour markets has been muted and profitability has 

not yet reached previous levels.

In FY2010 the Government’s commercial investments, along with other 

New Zealand companies’, were affected by changes to tax law relating to the 

depreciation of buildings.  This resulted in a number of one-off adjustments 

(losses) which may create distortions in reported results.

EFFECTS OF 
THE GLOBAL 
FINANCIAL 
CRISIS ARE STILL 
BEING FELT BY 
NEW ZEALAND 
COMPANIES 
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Portfolio considerations
In 2009/10 many companies in the portfolio continued to be affected by the 

indifferent economic environment.  However, at the portfolio level this effect 

was moderated by the favourable climatic conditions, which had a positive 

impact on results of the electricity generators. 

Table 2 summarises the key portfolio information and shows the contrasting 

characteristics of the components of the portfolio. 

Table 2: Summary 2009/10 Information

$m Portfolio Total
Commercial 

Priority Crown Funds
Multiple 

Objective

Total assets 94,331 27,440 39,461 27,431

Total equity 
(book value)

29,263 13,922 1,401 13,940

Commercial valuation N/A 19,594 N/A 1,831

Revenue 15,017 11,227 N/A 3,790

Earnings (NPAT) 855 515 N/A 341

Dividends declared 
for 2009/10

563 386 N/A 177

Dividends paid 
(cash basis)

1,007 806 N/A 201

Staff levels (FTEs) 26,600 9,900 N/A 16,700

Source: Company Annual Reports, COMU
  

The portfolio performance commentary and analysis that follows is on an 

investment category basis:

  Commercial Priority Companies

  Crown-managed Funds, and

  Multiple Objective Companies.

A summary table of performance measures for Commercial Priority and 

Multiple Objective companies is in Annex D.   Commentary on the individual 

companies can be found in the Entity Performance section that follows. 
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COMMERCIAL PRIORITY 
PERFORMANCE
The Crown’s Commercial Priority companies operate, for the main part, 

as commercial enterprises in competitive environments, and as such are 

expected to perform at a level that would be achieved by companies not 

owned by the Crown facing similar market conditions. This means that the 

portfolio’s earnings levels should be at appropriate levels, and that these in 

turn result in acceptable dividends to the shareholder. 

A five-year (FY2006-FY2010) table of the standard SOE performance measures 

applied to the Commercial Priority portfolio is shown below.  This table shows 

10 of the 11 key performance metrics used to assess the performance of the 

Commercial Priority companies.  The eleventh measure (Total shareholder 

return) is covered later in this report.

Definitions of these performance measures are provided in Annex B.

Table 3: Commercial Priority Companies – 5-year Performance Metrics

2006 2007 2008 2009 2010

Dividend yield 9.7% 4.5% 3.1% 1.6% 4.4%

Dividend payout 130.5% 79.0% 46.1% 27.4% 89.4%

ROE 12.6% 6.2% 5.3% 2.4% 3.8%

Adjusted ROE 19.9% 11.9% 9.6% 5.0% 9.0%

ROCE 15.1% 11.0% 9.6% 5.7% 9.2%

Operating margin 17.5% 19.3% 17.3% 17.9% 20.6%

Generator efficiency 38.7 37.2 39.1 43.9 45.3

Net gearing 23.8% 23.3% 24.9% 25.5% 29.1%

Interest cover 5.5 5.6 5.6 4.5 5.5

Solvency 1.01 0.88 0.98 1.01 0.85

Source: Company Annual Reports, COMU 

Caution is required in drawing conclusions from such a high-level summary; 

however, there are some apparent trends that merit further analysis.  Amongst 

the “prima facie” evidence from the table, we observe that:

  earnings, in the form of return on equity (ROE), appear to be declining, with 

a modest recovery in 2010

  in parallel, dividend yield appears to be suffering

  net gearing has been increasing, albeit slowly, over the past five years, and

  there is some evidence of recovery in FY2010 relative to FY2009.

Accordingly, the following analysis looks more closely at the trends relating to 

earnings, dividends and employment of capital.

EARNINGS 
RECOVERED 
IN 2010 BUT 
ARE STILL 
BELOW PREVIOUS 
HIGHS 
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Earnings

The commercial portfolio has experienced static to declining earnings performance 

over the past five years (Figure 8). The revenue increase of 4.7% nominal between 

FY2006 and FY2010 is less than inflation over that period.  Earnings before 

interest, tax, depreciation, amortisation and fair-value adjustments (EBITDAF) has 

shown a modest nominal increase of 23.2% in total over five years.  However, after 

allowance for depreciation and amortisation, and for interest and tax, earnings have 

decreased.  In nominal terms, Net Profit After Tax (NPAT) adjusted for fair value 

gains and losses, is 48.1% down on the 2006 level even after Meridian’s one-off 

gain from the sale of Southern Hydro is excluded from the 2006 figures8.  This 

performance is not inconsistent with what might be expected given the economic 

environment. 

Figure 8: Commercial Priority Companies – 5-year Earnings
$m

— NPAT (Adj)   — EBIT (Adj)   —  EBITDAF

Source: Company Annual Reports, COMU

Dividends

The Crown receives financial returns from its companies primarily by way of 

dividend payments.  The dividend payment trend for the past five years is 

shown in the chart below.

Figure 9: Dividends Declared, Last Five Financial Years
$m

■ ANE   ■ GEN  ■ MRP   ■ MEL   ■ Other

Source: Company Annual Reports, COMU

8 In 2005/06 Meridian recorded a $652.5 million one-off gain on sale from Southern Hydro 
divestment.
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FY2006 was a standout year for dividends owing to a special payout from 

Meridian following the sale of Southern Hydro. Dividends for the three years 

before that (FY2003-2005) averaged around $300 million per annum.

Figure 9 demonstrates the importance of the three generator-retailers and Air 

New Zealand (ANE) with respect to total dividend payments.  In particular, 

Meridian contributed more than half of the total dividends over the five years.  

Excluding Meridian from the portfolio analysis reduces dividend yield from an 

average of 4.7% to 2.7%.  Figure 9 also shows the high variability in dividend 

receipts from year to year.  This variability makes it more difficult than it would 

otherwise be for the Crown to manage its new spending programme. (To put 

the variability in context, the Government’s entire new operating spending 

allocation for the next three years is $1,100 million per annum. Source: Budget 

2010).  

Comparison: Dividends of SOEs and NZX Companies

We have compared the dividend performance of a portfolio of Crown-

owned companies (the seven largest SOEs plus Air New Zealand) with a 

portfolio of NZX companies (the top eight companies by market cap).  The 

aggregate equity value of the two groups is approximately the same (around 

$20 billion).   

Over the last three years the average dividend yield for the NZX group was 

4.5%.

The comparable figure for the Crown group was 2%.

Figure 10: Comparison of Dividend Yields of Large Crown Companies and NZX 
Companies
Dividend yield %
(three year average)

♦ Crown Companies (8)    Crown Average  ■ NZX Companies (8)    NZX Average

Source: Company Annual Reports, COMU

The difference between the yields of the two groups equates to over $500 

million per annum. We note that in some cases the Crown has explicitly 

agreed to forego dividends to allow for more reinvestment. However 

adjusting for these agreements still leaves a significant gap between 

payments to the owners of the two groups.

(Crown group: Transpower, Landcorp, New Zealand Post, Solid Energy, Genesis, Mighty River, Meridian, Air 
New Zealand. NZX group:  CEN, SKY, SKC, FPH, AIA, FBU, TEL, INF.)

DIVIDEND 
YIELDS HAVE 
BEEN HIGHLY 
VARIABLE 
AND MODEST 
RELATIVE TO 
MAJOR LISTED 
COMPANIES 
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Financing and investment

An analysis of the sources and uses of funds can provide an insight into 

overall trends and the focus of activity within the portfolio of Commercial 

Priority companies. 

Figure 11: Sources of Funds, Commercial Priority Companies, 2005/06-2009/10 
$b

■ Net Operating Cash Flow ■ Sale of Fixed Assets  ■ Net Debt Raised  ■ Net Sale of Other Assets   
■ Equity Capital Injection

Source: Company Annual Reports, COMU 

The majority of funds have been generated from operating cash flow 

(Figure 11) but there has also been an increase in debt raised over recent 

years. Other sources of funds have made relatively modest contributions.

Figure 12: Uses of Funds, Commercial Priority Companies, 2005/06-2009/10
$b

■ Interest Paid  ■ Purchase of Fixed Assets  ■ Dividends Paid  ■ Net Purchase of Other Assets   
■ Net Debt Paydowns

Source: Company Annual Reports, COMU

The main use of funds (Figure 12) has been the purchase of assets.  Dividends 

and interest payments have been the other uses. 

In FY2010, for example, approximately $3 billion was sourced through 

operating cash flows ($2.1 billion) and net new debt ($0.9 billion).  This was 

applied, in the most part, to fixed assets ($1.6 billion) and dividends ($0.8 

billion), while also meeting interest obligations ($0.4 billion).  

« MOST FREE 
CASH FLOW HAS 
BEEN USED FOR 
REINVESTMENT
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Balance sheet and capital expenditure

The aggregate balance sheet grew by over 25% between FY2006 and FY2010.

Figure 13: Balance Sheet and Gearing, 2005-2010 
$b %

■ Equity (left axis)   ■ Liabilities - Gentailers (left axis)   ■ Liabilities - Other (left axis)   
— Net Gearing (right axis)

Source: Company Annual Reports, COMU 

Figure 13 shows that over the past five years gearing increased from 24% to 

29%.  This is a modest increase relative to the significant net borrowing that 

has occurred.  At 29%, gearing remains within reasonable bounds.  This is 

reflected in company credit ratings, which have been maintained through the 

period. 

Of further note is a shift in the balance of debt, with a significant increase in 

interest bearing debt amongst generator retailers.  Debt levels amongst other 

companies have remained at a fairly consistent level. This is not surprising 

given the capital expenditure patterns as demonstrated by the following graph 

(Figure 14).

Figure 14: Capital Expenditure 2005-1010
$m

■ Generator/Retailers   ■ Transpower   ■ Air NZ   ■ Solid Energy   ■ Other Capex

Source: Company Annual Reports, COMU 

GEARING HAS 
INCREASED, 
BUT REMAINS 
REASONABLE 
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Total shareholder returns and commercial valuations

Shareholder returns come from the combination of dividends paid and the 

change in commercial value of the company.

Table 4: Total Shareholder Return (TSR), 2006-2010

2006 2007 2008 2009 2010

Opening 
commercial value

10,878 11,735 14,259 16,835 16,893 

Closing commercial 
value

11,735 14,259 16,835 16,893 19,593

∆ Commercial value 857 2,524 2,575 57 2,700 

Net dividends paid 1,096 585 404 225 796

Total 1,954 3,109 2,979 282 3,496

TSR 18.0% 26.5% 20.9% 1.7% 20.7%

Source: Company Annual Reports, COMU 

The data shows an apparent large TSR for the commercial portfolio over the 

five-year period.  In nominal terms, in 2010, the estimated gross value gain in 

the Crown’s commercial portfolio was $3.5 billion. This was made up of $800 

million returned in net dividends and $2.7 billion net increase in value. 

We do not believe that the five-year TSR calculations at the portfolio level 

are particularly robust.  This is due to companies in the portfolio adopting 

commercial valuation methodology at different times, and the ongoing 

vagaries of commercial valuations. This means that the consolidated results 

show a large, but potentially misleading, increase in value that coincides with 

companies moving from historic cost book value to commercial valuation 

methods. For example, the large value gains in 2007 and 2008 were largely 

attributable to methodological changes, whereas the large value gain in 2010 

was largely attributable to Solid Energy’s board decision to factor in a higher 

value for future developments than in past years. As Figure 15 demonstrates, 

these valuation changes form a considerable portion of the overall TSR.

Figure 15: TSR – Realised (Dividends) v Unrealised (Value Gain) Return
%

■ Dividend Return   ■ Value Gain Return   — TSR

Source: Company Annual Reports and Statements of Corporate Intent, COMU

« WE ARE 
MOVING TO THE 
USE OF TOTAL 
SHAREHOLDER 
VALUE AS A 
KEY MEASURE 
OF COMPANY 
AND PORTFOLIO 
PERFORMANCE
SOME SOES HAVE A 
RELATIVELY SHORT 
HISTORY OF USING 
COMMERCIAL 
VALUATIONS.

AS WE DEVELOP A 
HISTORY OF RELIABLE 
VALUATIONS THESE 
WILL BECOME MORE 
VALUABLE MEASURES OF 
PERFORMANCE.
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Independent valuations of some SOEs have been completed for each of the 

past three years.  These valuations are available on the COMU website 

(www.comu.govt.nz).

For 2010 we commissioned independent valuations of six companies.  These 

valuations were based on publicly available information and were designed to 

identify and examine the main drivers of company performance and, ultimately, 

value. The relative outcome of these valuations, against the respective boards’ 

estimate of value (the 100% line), is shown in Figure 16 below.

Figure 16: Comparison of Valuations
% of Board 
Valuation

● Board Valuation   ● Independent valuation 1   ● Independent valuation 2
Source: COMU

This shows, for the main part, that boards’ valuations are in line with those of 

independent experts. However, valuations of some companies show a wide 

range (in excess of plus or minus 20%).  One SOE board places a significantly 

higher value on the company than the value estimated by independent 

experts. The variance stems from differences of opinion on some key 

assumptions. 

Why commercial value matters

Under the SOE Act 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 credible commercial value takes on a 

heightened importance as a metric to assess the extent to which SOEs are 

delivering upon that principal objective. The boards of SOEs are required to 

estimate the commercial value of the Crown’s investment and disclose their 

estimates annually in their Statement of Corporate Intent (SCI). 

Commercial valuation is a forward looking measure, generally based on the 

net present value of future cash flows, thereby setting a standard for future 

performance, the achievement of which is required to maintain or increase 

value. Accordingly, it is important that such valuations are credible, and 

verified from time to time.
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Commercial Priority companies: Future focus
In our view, performance of the commercial portfolio over the past five years 

can be summarised as follows:

  Our companies have invested heavily in new plant and other assets.

  This investment has been funded from internally-generated cash flow and a 

modest increase in borrowing.

  Most investment has occurred in New Zealand.

  Gearing has increased but is still well within reasonable bounds.

  Revenue, earnings and dividend payments have been relatively static.

  Dividend payment levels are volatile from year to year.

  The average level of dividend payments appears low relative to comparable 

companies.

What this means is that we now have an expectant shareholder. That is, there 

will be an increased focus in the future on ensuring that this investment is 

converted into returns. Figure 15 showed the high level of unrealised return 

in the TSR.  There is now an expectation that the future cash flows inherent in 

cash-flow based commercial valuations are realised.

« FOLLOWING 
A PERIOD 
OF HEAVY 
INVESTMENT, 
AND STATIC 
EARNINGS, THE 
SHAREHOLDER 
SHOULD NOW 
EXPECT HIGHER 
RETURNS
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CROWN FINANCIAL 
INSTITUTION PERFORMANCE
Introduction to the CFIs
The five Crown-managed funds or CFIs are entities that invest funds to cover 

future known or anticipated Crown liabilities.

  Accident Compensation Commission (ACC):  Reserves to provide for the 

future costs of comprehensive accident insurance. 

  Earthquake Commission (EQC): Cover for earthquakes and other natural 

disasters. 

  Government Superannuation Fund (GSF):  A “defined benefit” retirement 

savings scheme for public sector employees.  Now closed to new 

members.  

  National Provident Fund (NPF): A collection of 11 superannuation 

schemes, most relating to specific industries and all now closed to new 

members. 

  New Zealand Superannuation Fund (NZSF): Funding for future 

New Zealand Superannuation obligations.

With $39.5 billion of funds under management the CFIs are a significant part 

of the Crown’s balance sheet.  Their performance will have a major impact on 

the Crown’s ability to manage future challenges including known liabilities, 

economic shocks and natural disasters.

Most of the CFIs are not fully funded to meet anticipated future liabilities.  The 

residual liability lies with the Crown.  The Crown, and hence the tax payer, also 

bears the risk to the extent that these funds underperform in managing the 

reserves that have been set aside.  

Objectives of investment funds 
The objective of each investment fund is to make a return on investment, and 

therefore grow the sum available to meet future obligations.  The investment 

approach of each fund has regard for those obligations.  For example, the 

EQC needs to invest in such a way that it can quickly liquidate investments 

in the event of a disaster.  In contrast, the NZSF was established to help fund 

growth in superannuation payment demands owing to an ageing population. 

It can therefore take a longer time horizon and invest in less liquid assets.  The 

approach taken is largely reflected in the funds’ asset allocation decisions 

– cash and bonds are more liquid but typically provide lower returns than 

equities or physical assets.  Equities are expected to provide higher returns 

over the long term, but are more volatile/risky.    
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Investing environment
As investment institutions with globally diversified portfolios, the CFIs are 

exposed to global markets to a greater extent than the other entities described 

in this report.  Global markets peaked around October 2007.  The financial 

crisis then took markets down, reaching a low point around March of 2009, 

before a recovery occurred.  During the first three quarters of FY2010 global 

share markets rose dramatically.  For example, between 1 July 2009 and 

1 April 2010 the Dow Jones Industrial Average rose from about 9000 to 11000.   

During the final quarter, many equity markets fell owing to fears of sovereign 

debt crises in some European states.  Several countries imposed tighter fiscal 

constraints and the prospect that major economies might follow suit was a 

dampener of sentiment and growth.  The Dow Jones finished the year at 9800, 

11% down from its peak but still up over 8% year-on-year. The S&P 500 and 

the FTSE100 showed similar patterns to the Dow Jones.  Emerging markets 

and commodity exporting countries did perform strongly, but not enough to 

prevent an overall decline in global equity markets.  

Figure 17: Global Equity Markets 
Index

Source: MSCI

Interest rates and bond rates were also low, owing largely to the action of 

central banks that are attempting to stimulate their economies.

Crown-managed fund performance 
Total funds under management have grown from $23.5 billion at the start 

of FY2006 to $39.5 billion at the end of FY2010.  In FY2010, funds under 

management increased by $5.2 billion owing to net inflows of $1.2 billion and 

$4 billion of net (after tax) returns.

« GLOBAL 
EQUITY 
MARKETS 
REMAIN 
SUBDUED
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Table 5: Summary of Managed Funds

$m 2006 2007 2008 2009 2010

Funds Under Management (FUM)

 Opening FUM 23,461 29,215 33,740 34,878 34,299

 +/- Investment 
returns 

3,895 3,164 (757) (3,608) 4,465

 +/- Tax (500) (812) (219) 525 (467)

 +/- Cash inflow/
(outflow) 

2,359 2,172 2,115  2,504 1,163

 Closing FUM 29,215 33,740 34,878 34,299 39,460

Returns

Portfolio return 15.8% 10.4% -2.2% -10.0% 12.8%

Asset allocation

A prime consideration for investment funds is how to allocate their assets 

between investment classes.  While these choices are made by the individual 

fund managers, the aggregate results are useful in helping the Crown to 

understand its overall risk exposure.    

Figure 18: Asset Allocation – All CFIs

                                

Source: COMU

This allocation results in 56.5% ($22.3 billion) of the portfolio in “growth” 

assets and 43.4% ($17.1 billion) in “income” assets.  In a retail portfolio this 

sort of asset allocation would be considered medium risk or, in the terminology 

of the investment industry, “balanced”.  The income assets should be safe in 

most circumstances; the growth assets less so.  A (conceivable) 50% drop 

in value of the growth assets would reduce the value of the portfolio by $11 

billion or 28%.     

Returns

Trends in fund performance have largely mirrored global markets with losses 

in 2008 and 2009, and a rebound in 2010.  Figure 19 shows returns from four 

of the funds, from a normalised base of 100 starting from the first quarter of 

FY2006.   (We do not hold comparable data for NPF.)  

57% OF CFI 
FUNDS ARE 
IN “GROWTH” 
ASSETS 
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Figure 19: Normalised Returns from Investment Funds
Return index 
(based at 100 in 2006Q1)

— MSCI World Equity Hedged to NZD index   — CFI Portfolio  — Fund Objective Index   
— NZGS Index

Source: COMU

In aggregate since 2006 the CFIs have not achieved their objective returns or 

matched the NZ Government Stock index. 

All funds expect some volatility in their returns, but aim to achieve real returns 

over time.  Figure 20 shows the total long-term returns (on an annualised 

basis) for each CFI. It also shows each fund’s long-term return objective.  

Figure 20: Long-Term Returns
%

■ Return   ■ Passive Benchmark   ■ Fund Objective

Source: COMU

Return periods in Figure 20 are as follows: NZSF from September 2003; ACC 

from June 2001; EQC from December 2003; GSF from December 2001; NPF 

from March 2007.

All of the funds are showing positive returns over this period.  However, with 

the exception of ACC, performance has not exceeded passive benchmarks 

and has been well short of the funds’ own objectives. 

« FIVE YEAR 
RETURNS ARE 
BELOW THE NZ 
GOVERNMENT 
STOCK INDEX

« THE ACC FUND 
IS EXCEEDING 
ITS LONG-TERM 
RETURN TARGET
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Management expenses

The cost of managing the CFI funds is significant. CFI investment management 

expenses for the year to 30 June 2010 are shown in Table 6 below.  Caution 

must be taken when comparing the relative expenses between the CFIs based 

on the information in Table 6 because each CFI has different asset allocations. 

Expenses for managing equities are higher than for bonds so those entities 

with lower allocations to equities will generally have lower expenses. This 

is, for example, the case for EQC, where approximately 70% of the Natural 

Disaster Fund is invested in cash and non-tradable government stock, which 

incurs minimal investment management expense. 

Table 6: CFI Investment Management Expenses

CFI $million % of Fund

NZSF 78.7 0.53

ACC 38.9 0.31

GSF 24.3 0.87

EQC 8.7 0.15

Total 150.6 0.43

Source: CFI 2010 Annual Reports

Having regard to asset allocations, our assessment of relative value is that 

ACC is the most cost efficient of the CFIs.  

CFI performance summary

Although all of the funds generated positive returns over the period of interest, 

only ACC has consistently outperformed its passive benchmark.  It has 

achieved this with lower investment management expenses than the other 

funds.  

Returns from the other funds have largely mirrored the risk free rate and 

the return on passive benchmarks.  This means that at present the Crown 

does not appear to be obtaining a net gain from use of the active investment 

approach by most funds.

ACTIVE 
INVESTMENT 
STRATEGIES ARE 
NOT CURRENTLY 
GENERATING A 
NET RETURN FOR 
THE CROWN 
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MULTIPLE OBJECTIVE 
COMPANY PERFORMANCE
Summary statistics for the Multiple Objective companies are shown below.  

Table 7: Multiple Objective Company – 5-year Performance Metrics

2006 2007 2008 2009 2010

TSR 111.2% 73.8% 31.5% -9.8% 13.7%

Dividend yield 26.0% 16.7% 11.7% 10.6% 11.1%

Dividend payout 80.1% 205.9% -371.7% -62.4% 367.1%

ROE 26.8% 3.5% 2.0% 3.8% 2.4%

Adjusted ROE 29.7% 19.2% 17.5% 25.3% 12.2%

ROCE 9.7% 5.5% 4.2% 5.3% 3.2%

Operating margin 16.2% 19.1% 19.1% 25.0% 24.1%

Net gearing 65.5% 26.4% 33.9% 41.1% 45.0%

Interest cover 2.86 2.12 1.41 1.74 2.02 

Solvency 0.17 0.19 0.12 0.12 0.09 

Source: Company Annual Reports, COMU

As can be seen from Table 7, owing to the diverse nature of the companies 

in this part of the portfolio it is difficult to make meaningful generalisations 

about this group. Details for the largest individual companies in this group are 

described in the Entity Performance section on this report.
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CORPORATE GOVERNANCE
COMU’s role in appointments and governance
All entities monitored by COMU share the same basic governance structure 

– there is a board of directors (or similar) appointed by the responsible 

Minister, charged with responsibility for all aspects of the particular entity’s 

performance, operations and accountabilities. 

To assist Ministers appoint, maintain and develop boards of the highest 

standard, COMU has a small dedicated Appointments and Governance 

team.  The primary responsibility of this team is to advise Ministers on the 

performance of each of the boards, to identify the skills and attributes required 

in each board, identify candidates for consideration for appointment and 

run the recruitment and appointment process.  The team is also responsible 

for managing the fee methodology used to set director fees for the Crown 

companies, running governance professional development programmes 

and advising on best practice governance expectations for the portfolio of 

monitored companies and entities.  

In November 2009, the Appointments and Governance function transferred 

from CCMAU into COMU, and the scope of responsibilities increased from 

37 boards and approximately 220 director positions to 48 boards and 

approximately 280 director positions.  These extra boards were primarily 

boards previously the responsibility of the wider Treasury, that were moved 

under COMU’s mandate.

Comprehensive statistics are not available for the “non-CCMAU” boards and 

therefore statistical information should be read in the context of 11 boards and 

approximately 60 directors having been added during the course of the year.  

Two further boards, Health Benefits Ltd and Crown Fibre Holdings Ltd, were 

added to COMU’s responsibilities after June 2010.

Board appointment activity 1 July 2009-30 June 2010
During the year, amongst the boards for which COMU is responsible, there 

were:

  56 retirements of individual board members

  28 reappointments of serving directors to the same position, and

  90 new appointments, or elevations of serving directors to Deputy Chair or 

Chair roles.

A demographic breakdown of board members is included in Annex C.

New Chairs

The portfolio has seen a number of new Chair appointments during 2009/10 

and a number of new appointments announced that took effect after the end 

of the financial year.
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Table 8: New Chair Appointments

Entity New Chair Retiring Chair

2025 Taskforce Dr Don Brash N/A

AsureQuality Ltd Janine Smith* John Spencer

Crown Fibre Holdings Ltd Simon Allen N/A

ESR Ltd Dr Susan Macken Ian Wilson

Genesis Power Ltd Rt Hon Dame Jenny 
Shipley

Brian Corban CNZM

GNS Science Ltd Tom Campbell* Con Anastasiou

Health Benefits Ltd Ted van Arkel* N/A

Industrial Research Ltd Keith McConnell Dr Brian Rhoades

Learning Media Ltd Sandy Maier Jerry Rickman

Mighty River Power Ltd Joan Withers Carole Durbin

NIWA Ltd Chris Mace CNZM Sue Suckling

New Zealand Post Ltd Hon Dr Michael Cullen* Rt Hon Jim Bolger

NZ Railways Corporation John Spencer* Rt Hon Jim Bolger

Plant & Food Research Ltd Michael Ahie* Jim McLean

Public Trust Trevor Janes Donal Curtin

REANNZ Ltd Prof John Raine Dr Jim Watson

Scion Tony Nowell* Dr Russ Ballard

Transpower NZ Ltd Mark Verbiest* Wayne Brown

* Appointment took effect after 30 June 2010

Governance professional development programmes

Since 2007, COMU has partnered with Massey University’s School of Business 

in the delivery of specialised governance training programmes.  There are two 

components of this programme, as follows: 

  Core Governance Training: This is generic governance training, with a focus 

on the Crown. This is targeted at newly-appointed Crown company/entity 

directors. During the year, three core programmes were run, one each in 

Auckland, Christchurch and Wellington.

  Professional Development Updates: A series of workshops are provided, by 

invitation, to the serving directors of the commercial portfolio companies.  

Chief Executive Officers are also invited to attend.  The aim of the sessions 

is to ensure there is a portfolio-wide professional development process in 

place and to maintain awareness levels of topical issues. During the year, 

COMU ran a day-long Professional Development Workshop for directors 

on “Thought Leadership”, and a separate series of workshops in Auckland, 

Wellington and Christchurch on “Strategy Setting at Governance Level”.
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COMU also directly provides day-long induction sessions for newly-appointed 

groups of directors on shareholder expectations and the role of the key 

players in Wellington.  During the year, three induction sessions were delivered 

– two for new groups of SOEs and other Crown companies, and a third for 

newly appointed CRI directors.
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ENTITY PERFORMANCE
Introduction to individual entity analysis
This section contains information on individual entities within the Commercial 

Investment Portfolio including a five-year summary of the financial 

performance of each entity.

Subsections cover:

 the CFIs

 the 16 Commercial Priority companies

 the major “Multiple Objective” companies (KiwiRail and New Zealand Post), 

and 

 the CRIs.

Board membership

There have been changes to several boards since the end of the 2009/10 

financial year.  Board membership described in the following pages is for the 

current boards (November 2010).    

Notes on financial performance measures

Companies have some flexibility in their financial reporting to present 

information in a way that best illustrates the company.  In contrast, the 

company financial information that follows uses a standard approach to its 

presentation.  This is necessary to enable consolidation of the results into 

portfolio-level information.  This means that the results presented below will 

not necessarily be an exact match with those contained in the Annual Reports 

presented by the companies.    

In particular, the dividend yield and payout measures are cash-flow based – 

companies often declare final dividends and pay them in the following year.  

Commentary in the text describes the year in which the dividend payment 

relates to rather than the year it was actually paid.   Dividend growth rates are 

also based on dividends declared.

See Annex B for a description of the definition and calculation method used for 

our financial performance measures.



CROWN 
FINANCIAL 
INSTITUTIONS
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New Zealand Superannuation Fund

Financial performance measures

2006 2007 2008 2009 2010

Funds Under Management (FUM)

Opening FUM 6,555 9,864 12,973 14,212 13,688 

+/- Investment returns 1,430  1,619 (716) (3,201) 2,086 

+/- Tax* (457) (559) (147) 435  (368)

+/- Cash inflow/(outflow) 2,337  2,049 2,103 2,242 250 

Closing FUM 9,864 12,973 14,212 13,688 15,656 

Returns

Return** 19.2% 14.6% (4.9)% (22.1)% 15.5%

Objective*** 9.1% 9.7% 10.2% 8.0% 5.1%

Passive benchmark 14.8% (3.9)% (17.5)% 14.6%

Notes:

*  Changes in reserves netted off to tax 

** Before tax and after investment management fees

***  Treasury Bills + 2.5%

Asset Allocation

Return Index
Return index (based at 100 in 2006Q1)

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

CHAIR » David May

BOARD » David Newman, John 
Evans, Stephen Moir, Catherine 
Savage, Mark Tume, Gavin 
Walker

CHIEF EXECUTIVE » Adrian Orr

Activities

The NZSF pre-funds part of 

the future cost of New Zealand 

Superannuation, by investing 

government contributions and 

the returns on that investment 

over the long term. By doing 

so, the Fund smoothes 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.

Growth assets Income assets
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Fund composition and 
performance
The NZSF has a duty to invest on 

a commercial, prudent basis and 

holds mainly growth assets like 

property and shares. These assets 

provide wide diversification and 

are expected to generate returns in 

excess of a portfolio of Treasury Bills. 

The Fund is managed on an active 

basis, meaning fund managers are 

employed to outperform relevant 

market benchmarks, such as the NZ 

Equity Market Index. In May 2009 

the Government directed the Fund to 

consider opportunities to invest more 

in New Zealand assets.

Although the Fund’s objective is to 

help pre-fund future superannuation, 

the amount and timing of those 

liabilities are not specified.

Investment fund performance to 

30 June 2010 since its inception 

in 2001 has not exceeded the 

Guardians’ objective of outperforming 

an equivalent passive portfolio. It is 

also not achieving its long-term expectation of outperforming Treasury Bills 

plus 2.5%. 

The prices of growth assets are highly volatile. Although diversification 

mitigates this risk to some extent, there are times when returns may be 

severely impacted over a year or a few years. The GFC was one such event.

The Fund is investing more into non-listed assets, which have risks of lower 

transparency and liquidity, and are significantly more expensive to manage 

than listed equities. The Guardians expect that higher expected returns from 

these investments should adequately compensate the Fund for the greater 

uncertainty.

The Guardians continually review their investment strategies, and remain 

confident that their active investment strategy is still appropriate.
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Government Superannuation Fund

Financial performance measures

2006 2007 2008 2009 2010

Funds Under Management (FUM)

Opening FUM 3,521 3,799 4,008 3,574 2,804

+/- Investment returns 465 554 (210) (673) 383

+/- Tax 3 (199) (51) 89 (99)

+/- Cash inflow/(outflow) (191) (146) (173) (187) (142)

Closing FUM 3,799 4,008 3,574 2,804 2,947

Returns

Return* 13.3% 16.1% (5.3)% (19.9)% 14.5%

Objective** 5.9% 3.9% 8.8% 9.3% 8.2%

Passive benchmark 16.2% (5.2)% (19.3)% 12.4%

Notes:

* Before tax and after investment management fees

**  ANZ Government Stock Index + 2.5%

Asset allocation

Return index
Return index (based at 100 in 2006Q1)

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

CHAIR » Tim McGuinness

BOARD » David May, Toni Kerr, 
Stephen Napier, Keith Taylor, 
Mark Verbiest

CHIEF EXECUTIVE » 
Alan Langford

Activities

The Government Superannuation 

Fund Authority is an autonomous 

Crown entity that manages and 

administers the Government 

Superannuation Fund (GSF) and 

the GSF schemes. 

The 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.

There are currently approximately 

68,000 members, made up of 

some 15,000 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 or so.

Growth assets Income assets
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Fund composition and 
performance
Prior to 2001 the GSF was invested 

entirely in New Zealand fixed interest 

securities. Since then it has diversified 

into growth assets like property 

and shares, which now comprise 

approximately 75% of the Fund. 

GSF’s assets are insufficient to 

cover its projected liabilities, ie, 

its commitments to pay future 

entitlements. This shortfall was 

caused primarily by previous 

governments deciding not to make 

employer contributions to the Fund 

during the term of contributors’ 

government service. As a result, the 

investment returns on the smaller 

asset base of the Fund, combined 

with contributions from members 

and non-government employers, 

are not sufficient to meet the annual 

cost of entitlements to members. 

The annual shortfall in the cost of 

entitlements is met by a “top up” from 

the Government each year.

The Fund is managed on an active 

basis, meaning fund managers are employed to outperform relevant market 

benchmarks, such as the NZ Equity Market Index. The Fund’s investment 

objective is to outperform the New Zealand Government Stock Index plus 

at least 2.5% after tax over a 10-year period. The Fund has not achieved its 

investment objective to date. 

It is normal practice for a superannuation fund to match, as best as possible, 

its assets and liabilities. This ensures that any changes in the value of 

liabilities are also reflected in the value of assets resulting in an unchanged 

net position. It is not possible to achieve a match in the case where the assets 

are significantly lower than the liabilities, as in GSF’s case. Therefore 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 provide volatility in the value of the unfunded 

liabilities over short periods of time.
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Earthquake Commission

Financial performance measures

2006 2007 2008 2009 2010

Funds Under Management (FUM)

Opening FUM 4,776 5,437 5,463 5,591 5,617

+/- Investment returns 684 40 182 68 380

+/- Tax N/A

+/- Cash inflow/(outflow) (23) (14) (54) (41) (18)

Closing FUM 5,437 5,463 5,591 5,617 5,980

Returns

Return* 14.3% 0.7% 3.3% 1.2% 6.8%

Objective** 6.1% 2.8% 10.0% 10.8% 9.2%

Passive benchmark 13.4% 1.1% 3.2% 1.3% 6.8%

Notes:

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

**  ANZ Government Stock Index + 1.0%

Asset Allocation

Return Index
Return index (based at 100 in 2006Q1)

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

CHAIR » Michael Wintringham

BOARD » Keith Taylor, Denise 
Bovaird, Giselle McLachlan, 
Linda Robertson

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 

the EQC of a major earthquake, or 

other natural catastrophe covered 

by the Commission, within New 

Zealand. The EQC has a Crown 

guarantee; if the NDF was ever to 

be fully used up as the result of a 

natural disaster, the Crown would 

provide whatever further funding 

was required to settle claims 

against the EQC.

Growth assets Income assets
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Fund composition and 
performance
Prior to the Canterbury earthquake 

the NDF had investments totalling 

around $6 billion, invested in 

cash ($0.3 billion) global equities 

($1.7 billion) and New Zealand 

government bonds ($4 billion). The 

EQC had also purchased $2.5 billion 

of reinsurance cover.

The appropriate size of the NDF is 

an important issue. Given the Crown 

guarantee, the NDF is effectively a 

form of pre-funding for the cost of 

natural disaster claims against the 

EQC; the larger the fund, the smaller 

the chance that the Crown guarantee 

will be called on. A secondary issue 

is the appropriate mix of investments 

for the NDF. Both issues will need 

to be re-assessed in the light of the 

Canterbury earthquake, which is 

likely to result in payments from the 

NDF of up to $1.5 billion (with the 

EQC’s reinsurance covering costs 

above this).

The investment performance of EQC’s assets has largely matched its passive 

benchmark over time, but has not achieved its longer-term objective of 

outperforming NZ Government Stock plus 1%.

The short to medium term priorities include managing claims associated 

with the Canterbury earthquake and continuing to ensure that all of the 

Commission’s assets are appropriate and aligned with its role of providing 

natural disaster cover.
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Accident Compensation Corporation

Financial performance measures

2006 2007 2008 2009 2010

Funds Under Management (FUM)

Opening FUM 6,494 7,934 9,181 9,569 10,570

+/- Investment returns 1,044 767 (77) 316 1,350

+/- Tax N/A     

+/- Cash inflow/(outflow) 395 480 465 685 1,180

Closing FUM 7,934 9,181 9,569 10,570 13,100

Returns

Return* 15.6% 9.5% (0.8)% 3.2% 12.6%

Objective** 13.4% 9.6% (1.2)% 0.9% 11.4%

Passive benchmark 12.9% 9.1% (1.7)% 0.4% 10.9%

Notes:

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

**  Passive benchmark plus 0.5%

Asset Allocation

Return Index
Return index (based at 100 in 2006Q1)

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

CHAIR » John Judge

BOARD » Peter Neilson, Marie 
Bismark, Phillipa Dunphy, Rob 
Campbell, Murray Hilder, Jane 
Huria, John McCliskie

CHIEF EXECUTIVE » Jan White

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 

year9. 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.

10

10 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

Growth assets Income assets
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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 short-term “cash portfolios”, 

which are 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. Just over 

half the reserves are invested in 

New Zealand and overseas bonds, 

and the rest a combination of 

New Zealand and overseas equities, 

cash reserves and property and 

infrastructure.

ACC’s investment key performance 

indicators are for its returns to be 

0.5% above weighted average market 

benchmark, which it consistently 

achieves. However, because of the 

legacy costs incurred prior to 1999 or 

2001, the Corporation’s asset base remains well below its liabilities.
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National Provident Fund

Financial performance measures

2006 2007 2008 2009 2010

Funds Under Management (FUM)

Opening FUM 2,114 2,181 2,114 1,932 1,619

+/- Investment returns 271 184 65 (118) 265

+/- Tax (46) (54) (21) 0 (0)

+/- Cash inflow/(outflow) (158) (197) (226) (195) (107)

Closing FUM 2,181 2,114 1,932 1,619 1,778

Returns

Return* (0.4)% 1.6% (0.2)% 5.1% 0.2%

Objective**

Passive benchmark (0.2)% 1.5% (0.5)% 4.3% (0.6)%

Notes:

* Before tax and after investment management fees

**  No stated objective

Asset Allocation

Return Index
Return index (based at 100 in 2006Q1)

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

CHAIR » Catherine Savage

BOARD » Paul Foley, Roger Kerr, 
Graeme Mitchell, Noeline Munro, 
Mary Watson

CHIEF EXECUTIVE » 
Alan Langford

Activities

The Government has guaranteed 

superannuation schemes managed 

by the NPF. The main provision 

is for the benefits payable by 

DBP Annuitants Scheme deficit, 

reflecting a pension obligation of 

around $1.05 billion and assets of 

$0.05 billion.

The Board of Trustees of the 

National Provident Fund is Trustee 

of the 11 superannuation schemes, 

administers the schemes and 

manages the investments held on 

their behalf (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.

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.

Growth assets Income assets
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Fund composition and 
performance
Each scheme 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 

2010 varies by scheme. In aggregate, 

since 2007, NPF has a high weighting 

in fixed interest investments 

(approximately 75%) and investment 

returns closely match the passive 

benchmarks.

NPF is a closed fund. A number 

of schemes have a guaranteed 

minimum rate of return. If the actual 

return is less than this and there are 

insufficient reserves to top up returns 

to the minimum level, then the Crown 

is required to fund the shortfall. This 

is a contingent liability on the Crown. 

The Crown is also liable for the benefit payments of the DBP Annuitants 

Scheme, which has net liabilities of approximately $1 billion.





COMMERCIAL
PRIORITY 
COMPANIES
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CHAIR » Constantine Anastasiou

BOARD » Susan Paterson, 
Anthony Briscoe, Susan Huria, 
Terry Murdoch, Dave Park, 
Susan Putt, Graeme Reeves

CHIEF EXECUTIVE » 
Ashley Smout

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 New Zealand and Auckland 

oceanic flight information regions.

Within these regions, Airways 

controls approximately one million 

aircraft movements per annum.

Airways Corporation of New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 9.3% 6.9% 24.1% 14.7% 10.3%

Dividend yield 9.5% 7.1% 6.6% 5.8% 4.5%

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

Adjusted ROE 19.3% 22.3% 22.2% 8.6% (1.9)%

Efficiency

ROCE 20.9% 20.6% 21.1% 9.1% 9.4%

Operating margin 21.5% 22.6% 23.7% 16.6% 15.4%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 36.8% 49.9% 28.6% 38.2% 37.5%

Interest cover 15.9 10.8 11.2 9.99 13.39

Current ratio 0.76 1.02 1.05 1.05 0.51

Other Five-year average

Dividend growth (11.1)%

Revenue growth 2.9%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 130 132 139 140 145

EBITDAF 28 30 33 23 22

NPAT 8 9 11 5 (1)

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 125 142 133 139 143

Total liabilities 86 100 80 87 98

Commercial value*** 84 84 99 107 113

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 20 17 24 17 18

Purchase of fixed assets 18 34 20 24 12

Dividends 8 6 6 6 5

Net cash flow (4) (1) 3 (2) 4

Notes:

* Gentailers only ($GWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent
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Major investments

Airways completed the construction 

of its new Christchurch Control 

Tower at a cost of $6.5 million.

The control tower was opened in 

September 2009. Airways grew its 

training business significantly in 

2009/10 with significant contracts 

resulting in a five-fold increase in 

revenue over 2008/09. As a result 

Airways is planning to increase 

the size of its Christchurch facility 

to accommodate the increase in 

student numbers.

Non-financial performance

Airways’ business is centred on 

safety. Airways recorded just 

16 incidents where required 

separation was not met out of 

the 500,000 air traffic movements 

recorded in New Zealand during 

the year. Airways also achieved 

99.99% systems availability across 

the entire network. 

Corporate social responsibility

Airways supports aviation-related 

events and activities, sponsoring 

and supporting community 

events and initiatives throughout 

New Zealand and ensuring that 

its business is driven by a set of 

values which are evident in its 

daily operations. Airways’ primary 

social responsibility is to work with 

its airline customers to get aircraft 

and their passengers to their 

destination safely and efficiently.

Operations
Airways’ business is very sensitive to 

flight numbers. Aircraft movements 

in New Zealand peaked in 2007 then 

declined owing to the economic 

downturn.  Airways considers that 

the aviation industry shows signs of 

improving, however the recovery is in 

its early stages and it does not expect 

a return to 2007 levels until 2013.

Airways grew its training business 

significantly in 2009/10 with important 

contracts being concluded in South 

Africa and Saudi Arabia.

Airways has also recently completed 

site acceptance of its Flight-Yield 

billing system in China. This is a 

significant achievement given the size 

and complexity of this project.

Financial performance
Airways has a history of meeting its 

performance targets, returning dividends to the Crown and reporting changes 

in its economic value.

Airways has reported an underlying Group NPAT of $5.1 million. This translates 

into a return on equity of 8.3% compared to an average of 19% achieved in 

recent years. The decline is owing to the impact of the economic crisis on the 

aviation industry.

While it was affected by the economic crisis, Airways operates a cost recovery 

model so it was able to increase its pricing to maintain revenue when volumes 

dropped. Management also implemented a cost savings initiative which 

resulted in $2 million of savings.

This was the first year in which all the increase in shareholder value came from 

the international business. The domestic business achieved its cost of capital. 

Performance against plan
Airways did not achieve its 2009/10 financial performance target, largely owing 

to the tax change to depreciation on buildings announced in the 2010 Budget.

Net of this adjustment NPAT was $5.1 million, slightly below the target of 

$5.2 million. Airways achieved most of its non-financial performance targets.

Dividends
Airways paid an interim dividend of $3 million and final dividend of $2 million, 

in line with budget.
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Animal Control Products Ltd

CHAIR » Derek Kirke

BOARD » Dr David J Warburton

CHIEF EXECUTIVE » Colin Carter

Activities

Animal Control Products 

Ltd’s (ACP) 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

2006 2007 2008 2009 2010

Returns

TSR 29.7% 27.5% 73.4% 4.9% 7.4%

Dividend yield 38.0% 22.7% 10.3% 8.5% 14.9%

Dividend payout 153.4% 136.6% 45.4% 46.1% 87.7%

Adjusted ROE 48.2% 42.4% 37.9% 27.1% 18.7%

Efficiency

ROCE 70.4% 61.0% 53.1% 37.4% 38.8%

Operating margin 30.7% 27.2% 27.4% 24.9% 27.1%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 0% 0% 0% 0% 0%

Interest cover N/A N/A N/A N/A 90.1

Current ratio 6.13 5.25 3.81 3.42 4.29

Other Five-year average

Dividend growth (26.9)%

Revenue growth (2.9)%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 7 6 6 6 6

EBITDAF 2 2 2 1 2

NPAT 1 1 1 1 1

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 5 5 6 7 7

Total liabilities 1 1 1 1 1

Commercial value*** 4 5 7 7 6

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 1 1 1 1 1

Purchase of fixed assets 0 0 1 1 1

Dividends 2 1 1 1 1

Net cash flow (1) 0 0 0 0

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent
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Major investments

During 2009/10, construction of a 

new storage facility was completed 

on budget and on schedule. The 

new facility provides marked 

improvements in safety, quality 

storage capacity, security and 

logistics.

Non-financial performance

For 2009/10, there were no 

accidents to report. ACP has 

conducted regular medical checks 

to monitor and maintain staff 

health.

Ninety-eight percent of customers 

rated ACP products and services 

as being good or excellent.

ACP’s newly upgraded (standard 

9001 version 2008) Quality 

Management System’s re-

certification was audited and 

approved by BVQI. 

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, ACP has diversified its product range and markets to 

reduce dependency on this product. While this strategy has reduced the 

dependency on 1080 and delivered incremental sales, ACP remains reliant 

on 1080-based products for approximately 60% of its gross revenue.

More recently, ACP has begun exporting two rodent products to Australia, 

following its approval by the Australian Pesticides and Veterinary Medicines 

Authority in late 2009/10.

ACP has continued its strategy of preserving a buffer stock of four years 

of national usage of 1080 to protect both the national interests 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. 

Financial performance
The financial performance of ACP for 2009/10 was an improvement 

over the previous year’s performance and exceeded the year’s profitability 

expectations. The improvement in profitability reflects ACP’s focus on cost 

containment and an improvement in gross margin. This margin stems 

from a small price increase and a product mix favouring products with 

higher margins.

During 2009/10, a review of ACP’s capital structure was undertaken. 

This supported an increase in gearing levels. The Board has accordingly 

confirmed a new funding facility of $400,000. At year-end, shareholder 

investment was $5.2 million representing an improvement of 19%, 

pre-dividends. 

Performance against plan
ACP’s revenue for 2009/10 was $6.2 million, which was 7% above the previous 

year but only 94% of budget. The final revenue outcome was the net result of a 

significant reduction in proceeds from the aerial Tb control programme, largely 

offset by a major export consignment to Macquarie Island. 

In spite of revenue being lower than expected, ACP exceeded its planned 

earnings before interest and tax (EBIT) and net profit before tax (NPBT) 

by approximately 45%. Compared to planned figures, NPAT was down by 

about 5%, attributable mainly to unanticipated tax adjustments. 

Dividends
ACP paid an interim dividend of $400,000, which is consistent with the 

Board’s stated priority to distribute 100% of NPAT. Over the past eight 

years, on average, ACP has paid an annual dividend of $825,000. 
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AsureQuality Ltd

CHAIR » Janine Smith

BOARD » John Ashby (Deputy 
Chair), Sarah Haydon, 
Dianne Kidd, Jane Lancaster, 
Dean Nikora, Joanna Perry, 
Samuel (Sam) Robinson, 
Hamish Stevens

CHIEF EXECUTIVE » Tony Egan

Activities

AsureQuality Ltd was established 

as an SOE on 1 October 2007, from 

an amalgamation of Asure New 

Zealand Ltd and AgriQuality Ltd.  

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

2006 2007 2008 2009 2010

Returns

TSR 114.9% 22.8% 26.3% 72.3%

Dividend yield 11.6% 12.3% 0.0% 4.4%

Dividend payout 118.0% 176.8% 0.0% 45.1%

Adjusted ROE 7.8% (16.1)% 20.3% 20.3%

Efficiency

ROCE 11.9% (0.3)% 20.8% 26.4%

Operating margin 7.7% 6.8% 8.5% 9.3%

Generator efficiency* N/A N/A N/A N/A

Leverage

Net gearing**** 5.6% 15.5% 9.9% 10.6%

Interest cover 8.3 4.6 8.4 20.0

Current ratio 2.04 1.88 1.29 1.13

Other Five-year average

Dividend growth N/A

Revenue growth 0.0%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 130 154 138 137  

EBITDAF 10 10 12 13  

NPAT 2 (4) 4 5  

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 73 69 60 57  

Total liabilities 38 41 30 26  

Commercial value*** 37 41 51 85

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 6 8 6 11  

Purchase of fixed assets 11 6 3 5

Dividends 3 5 0 3

Net cash flow 2 (1) (9) (5)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent. 
 AsureQuality has a 30 September balance date. Year-end financials for 2010 were not available for this  
 report. The balance date will change to 30 June for 2011.

****  The net gearing calculation in this table is different from that used for the financial measures contained in  
 AsureQuality’s SCI which adjusts for revenue received in advance. The effect of the adjustment increases 
 the gearing ratio to 20.3% and 19.7% for 2008 and 2009 respectively.
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Operations
The business activities of 

AsureQuality are divided into two 

main operating groups – Operations, 

and Laboratories and Diagnostics.

In the last year the AsureQuality’s 

Operations Group provided 

1.27 million hours of meat inspection 

while exceeding the New Zealand 

Food Safety Authority (NZFSA) 

targets for compliance accuracy. The 

Food and Dairy auditing business 

secured a three-year contact with 

Fonterra. The Group also agreed a 

10-year contract for the provision of 

biosecurity operational readiness and 

response. 

The Laboratories and Diagnostics 

Group opened a new laboratory in 

Singapore. This laboratory supports 

AsureQuality’s existing customers in the Asia region and is intended to be a 

platform for international growth.

Financial performance
Despite the economic conditions, AsureQuality generated NPAT of 

$4.9 million, which was above plan. The result compares with a profit of 

$4.4 million for the previous year. AsureQuality’s total revenue for 2008/09 was 

$136.7 million. This was $2.6 million less than 2007/08, excluding discontinued 

operations, but $1.8 million, or 1.3%, ahead of target.

The year was mixed with the first half being positive, with profits ahead of 

target, but the second half was below expectations. Since the amalgamation of 

Asure New Zealand Ltd and AgriQuality Ltd on 1 October 2007, AsureQuality 

has produced an average return on equity of 15.6%.

Performance against plan
For the 2009 financial year, AsureQuality has performed ahead of plan in respect 

of the major financial performance measures, including EBIT and NPAT.

Dividends
AsureQuality paid a dividend of $3 million, representing 60% of 2009 

NPAT. The dividend is consistent with the dividend policy as detailed in the 

AsureQuality SCI. The 2008 dividend payment was also $3 million. 

Major investments

In August 2009 a site was 

leased in Singapore to establish 

a new laboratory to support 

AsureQuality’s customers 

in the Asia region. High-end 

microbiology and chemistry work 

will be performed in the new 500 

square metre laboratory. After 

recruitment of personnel, purchase 

and validation of equipment the 

laboratory opened in April 2010. 

Non-financial performance

In FY2009 AsureQuality carried out 

a customer and staff survey. Both 

surveys highlighted some areas 

where improvements could be 

made. Priority areas and objectives 

were established and follow-up 

surveys will be undertaken to 

monitor these areas as well as 

to identify any further areas to 

focus on.

Corporate social responsibility

AsureQuality continued its support 

for the Maungatautari Trust 

Project. The aim of the project is 

to bring back the “dawn chorus” 

to mainland New Zealand with 40 

species of native birds in their wild 

habitat. The project includes 3,400 

hectares of forest surrounded by a 

pest-proof fence.

In 2009 an employee volunteer 

programme was established to 

allow staff to spend a work day 

volunteering for a charity of their 

choice.
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Genesis Energy

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 4.6% 19.2% 3.5% (15.4)% 15.6%

Dividend yield 0.0% 0.6% 1.6% 2.3% 2.6%

Dividend payout 0.0% 20.3% 29.7% 24.6% 34.8%

Adjusted ROE 8.7% 6.6% 9.8% (12.2)% 7.2%

Efficiency

ROCE 11.4% 8.1% 11.5% (10.3)% 8.4%

Operating margin* 16.8% 13.7% 21.2% 14.5% 16.8%

Generator efficiency** 25.54 22.71 37.72 25.96 32.84

Leverage

Net gearing 16.9% 20.6% 27.5% 29.6% 26.4%

Interest cover 9.7 7.1 8.1 4.7 4.7

Current ratio 1.08 1.23 1.06 1.00 1.57

Other Five-year average

Dividend growth N/A

Revenue growth* 4.5%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue* 1,244 1,328 1,624 1,445 1,482

EBITDAF 209 181 344 209 249

NPAT 84 61 99 (136) 69

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 2,042 2,183 2,707 2,585 2,532

Total liabilities 588 678 1,300 1,193 1,087

Commercial value*** 1,444 1,712 1,744 1,439 1,624

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 179 100 167 219 190

Purchase of fixed assets 238 138 218 190 85

Dividends 0 10 29 36 39

Net cash flow 1 1 2 15 (3)

Notes:

* Based on net revenue for gentailers

** Gentailers only ($MWh)

***  Commercial valuation from Statements of Corporate Intent

CHAIR » Rt Hon Dame Jenny 
Shipley

BOARD » Joanna Perry, 
Dr Nicki Crauford, Barbara 
Elliston, John Dell, Rukumoana 
Schaafhausen, Graeme Milne, 
Denis Wood, Rob Fisher

CHIEF EXECUTIVE » 

Albert Brantley

Activities

Genesis Energy is a major 

player in the energy industry.

It is a large electricity generator, 

with approximately 75% of its 

generation being thermal and the 

other 25% being hydro and wind.

Genesis Energy has around 2,000 

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 40 MW gas-fired peaking 

plant (Huntly Unit 6) and the 

Tongariro and Waikaremoana 

hydro schemes. It is New Zealand’s 

largest electricity and gas retailer 

with around 650,000 customers. 
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Operations
Genesis Energy’s business strategy continues to focus on aligning the company’s 

retail load with its economic generation, and improving the flexibility of the 

business to take advantage of opportunities in the wholesale market. The 

company has increased revenues from wholesale contracts and the provision 

of ancillary services. Genesis Energy has focused on maximising the value from 

the Huntly Power Station, and has developed an asset management strategy 

for the Huntly units, including various storage options. Genesis Energy’s retail 

strategy is centred on improving customer service levels and retail efficiency. The 

company continues to roll out advanced meters to its retail customer base and 

in support, recently brought its customer service centre back in-house. In 2010, 

Genesis Energy, in anticipation of acquiring the Tekapo A and B assets from 

Meridian Energy, launched a retail acquisition campaign into the South Island. 

As at 30 June 2010, the company has been successful in signing up around 

6,000 customers, and customer numbers continue to grow beyond balance date. 

During 2009/10, the Kupe oil and gas project was commissioned and has now 

entered commercial production. Genesis has a 31% ownership interest in Kupe.

Financial performance
Genesis achieved a net profit after tax of $69.3 million for the year. This 

compares with the $135.7 million net loss for the previous year. The prior 

year’s result was impacted by a significant write-down in the value of the older 

coal/gas-fired units at the Huntly Power Station. Genesis exceeded all its key 

financial performance targets. In particular, it achieved ROE of 4.9% compared 

with a target return of 1.9%.

Performance against plan
The NPAT result of $69 million exceeded the SCI target profit of $26 million. This 

was a result of favourable wholesale hedge settlements, additional revenue from 

frequency keeping services and savings in operating costs. 

Net Profit After Tax (Actual vs Budget)
$m

■ Actual ■ Budget

Dividends
Genesis paid an interim dividend of $28.7 million in respect of the 2009/10 

financial year. The Board has not declared a final dividend, as it considers it is 

appropriate to wait until determination of funding requirements to complete the 

Tekapo transaction with Meridian Energy is known.

Major investments

Genesis Energy is progressing a 

number of generation development 

opportunities. The company has 

recently announced its intention 

to seek resource consents for 

the Castle Hill Wind Farm in the 

Wairarapa. 

The company is also in 

negotiations with Meridian Energy 

to purchase the Tekapo A and B 

hydro generation assets. This was 

part of the package announced 

following the review of the 

electricity market in 2009.

Non-financial performance

Genesis Energy achieved its 

productivity target as measured by 

EBITDAF/MWh, and its compliance 

with the Resouce Management Act.

It missed its customer satisfaction 

and lost time injuries target and is 

taking steps to address these areas. 

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 

Schoolgen (which helps to educate 

children on solar energy). Genesis 

Energy has also installed solar 

panels at over 40 schools.
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Kordia Group Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 12.2% 130.1% (25.6)% 4.1% 19.2%

Dividend yield 12.2% 2.8% 4.7% 0.0% 0.0%

Dividend payout 110.0% 81.2% 251.5% 0.0% 0.0%

Adjusted ROE 9.8% 11.6% 0.8% (1.1)% (1.0)%

Efficiency

ROCE 13.3% 13.7% 6.5% 3.4% 5.5%

Operating margin 24.4% 19.4% 17.5% 16.2% 20.5%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 36.0% 35.8% 50.8% 49.2% 47.1%

Interest cover 12.4 10.4 4.9 4.6 5.9

Current ratio 1.25 1.53 0.64 1.15 0.83

Other Five-year average

Dividend growth N/A

Revenue growth 6.5%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 201 264 239 254 258

EBITDAF 49 51 42 41 53

NPAT 10 12 1 (1) (1)

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 206 224 263 278 257

Total liabilities 105 118 161 181 161

Commercial value*** 101 227 160 167 199

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 35 30 31 40 40

Purchase of fixed assets 17 30 37 30 21

Dividends 12 5 9 0 0

Net cash flow (2) 4 (6) 6 (8)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » David Clarke

BOARD » Janine Smith, John 
Allen, Taari Nicholas, Rhoda 
Holmes, Lorraine Witten, Ken 
Benson, Debbie Birch

CHIEF EXECUTIVE » Geoff Hunt

Activities

Kordia is a boutique telco and 

media business which provides 

network and technology solutions.

Kordia owns an extensive 

communications network in 

New Zealand and is the major 

provider of television and radio 

broadcast facilities. In Australia, 

Kordia provides design, build 

and maintenance services to the 

broadcast and telco sectors as well 

as engineering services throughout 

the region.

The company was created 

on 1 January 2004 from the 

separation of the transmission and 

telecommunications business from 

Television New Zealand Ltd.

The name Kordia comes from the 

Latin “accordia” meaning harmony 

– bringing people and technology 

together as one. 
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Operations
Kordia Group has been working through a transformation strategy to ensure 

a viable future beyond digital switchover in New Zealand. This has involved 

acquiring businesses, developing new products and services, removing costs and 

changing cultures.

Kordia Solutions continues to perform well in the Australian telecommunications 

market. It has recently renewed its key contract with Nokia Siemens Networks 

for maintenance of the Vodafone Hutchison Network and is well positioned 

with Downer EDI and Tenix to work on the National Broadband Network. The 

New Zealand market remains flat with few tender opportunities.

Orcon’s performance has been improving. It has been investing in local loop 

unbundling and focusing on broadband sales. It has recently secured SKY 

Television as a foundation customer for its investment in a nationwide content 

distribution network. 

Kordia Networks’ investment in a variety of new products and services is delivering 

new revenue to replace the loss of legacy business. Sales of a new product, 

ONKOR, which is a managed network product, are meeting expectations.

Financial performance
Kordia reported NPAT of $1 million for the year. This compares with a loss 

of $1.1 million for the previous year. However, Kordia’s reported profitability 

was impacted by a one-off change in tax depreciation that was announced 

as part of Budget 2010. If this were excluded, Kordia achieved a net profit of 

$2.2 million.

Performance against plan
In the graph below, actual 2009/10 NPAT of $2.2 million excludes the impact of the 

tax changes referred to above. In the absence of the tax changes, Kordia exceeded 

its 2009/10 SCI target of $1.3 million. Kordia’s focus for the next year is driving 

performance from its existing business activities.

Dividends
Kordia has not paid a dividend since 

2007/08 as debt repayment and 

investment in the transformation of the 

business have been the priority. The 

Board has indicated it expects to be 

able to reinstate dividends in 2011/12 

once the company’s debt is at a more 

manageable level, though an earlier 

than planned digital switchover may 

impact the timing of the dividend 

reinstatement. 

Major investments

Kordia is making some investment 

in developing its capabilities 

associated with the growth in 

broadband in both New Zealand 

and Australia. 

Non-financial performance

Kordia achieved its safety, network 

availability and RMA targets.

Customer satisfaction was below 

target, and this is an area that 

Kordia is focused on improving.

Corporate social responsibility

New Zealand and Australia have 

jointly bid to host the Square 

Kilometre Array (SKA) project that 

would see the development of the 

most powerful radio telescope 

in the world. Kordia is providing 

a SKA scholarship for radio 

astronomy to assist with raising 

awareness of the SKA project. 

Net Profit After Tax (Actual vs Budget)
$m

■ Actual ■ Budget
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Landcorp Farming Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 24.6% 34.3% 10.9% 6.6% (12.4)%

Dividend yield 0.6% 0.3% 0.9% 0.9% 0.7%

Dividend payout (422.3)% 18.4% 59.4% (530.8)% 160.7%

Adjusted ROE 17.1% 10.7% 21.0% 8.3% 3.9%

Efficiency

ROCE 11.2% 8.6% 12.3% 5.6% 7.5%

Operating margin 29.1% 22.7% 29.1% 13.3% 20.8%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 16.0% 14.8% 11.4% 12.2% 11.4%

Interest cover 2.84 2.07 3.67 1.71 3.33

Current ratio 2.71 0.58 4.00 3.72 4.19

Other Five-year average

Dividend growth 56.5%

Revenue growth 6.4%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 134 137 180 164 172

EBITDAF 39 31 52 22 36

NPAT 28 20 59 10 (6)

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 1,380 1,436 1,729 1,669 1,522

Total liabilities 235 256 280 309 285

Commercial value*** 880 1,179 1,360 1,450 1,270

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 7 26 31 9 18

Purchase of fixed assets 57 46 93 53 28

Dividends**** 5 3 12 13 10

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

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

****  Landcorp dividends were diverted back to Landcorp in the form of redeemable preference shares under  
 an arrangement entered into with the Crown at the time of the Protected Land Agreement in 2007

CHAIR » Hon Jim Sutton

BOARD » Warren Larsen (Deputy 
Chair), Bill Baylis, Falcon 
Clouston, Traci Houpapa, Marise 
James, Jane Mitchell, Basil 
Morrison

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 105 farming units 

totalling 374,898 hectares and it 

has three subsidiary companies: 

Landcorp Holdings Ltd, which 

holds Landcorp property protected 

from sale under an agreement with 

the Crown; Landcorp Estates Ltd, 

which develops and sells premium 

land that is deemed to have a 

higher value in non-agricultural 

use; and Landcorp Pastoral Ltd, 

which is presently inactive.
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Operations
Climatic conditions had a major impact on Landcorp farms during 2009/10.

In Northland, a severe drought resulted in dairy cows being moved to farms 

in the southern North Island. Production by farms in the central North Island 

was impacted by an unseasonably cold spring. The South Island, though, 

had an excellent season, illustrating the importance of geographical spread of 

Landcorp’s properties.

To counter the ever-present threat of commodity price and exchange rate 

volatility, Landcorp’s strategy is to maintain diversified farming operations 

across sheep, beef, dairying and deer. Landcorp also focuses on achieving 

productivity growth through best practice farming, including through the use of 

technologies and information.

Financial performance
NPAT of $10 million was up on the previous year’s $6.9 million owing to 

recovery in dairying payouts and a programme of tight cost control. Revenue 

from dairy, livestock and forestry was up slightly, offsetting reductions in sheep 

and deer farming. Milk prices recovered and Landcorp continued to expand 

production. Landcorp’s strategy of diversifying its farm portfolio also serves it 

well against the ongoing volatility in product prices. The recovery in milk prices 

helped to offset downswings in lamb and venison prices.

However, total comprehensive income was a loss of $112.5 million, owing to 

unrealised reductions in the value of farms. This followed a loss of $76 million in 

2008/09 for the same reason. This measure is highly dependent on land values 

and is likely to remain volatile while there is volatility in farm prices.

Performance against plan
Landcorp’s total comprehensive income was a loss of 8.1%, well below the 

target of 5.4%. This follows the 5.9% loss last year and is a result of large 

unrealised losses on land values. Landcorp’s net operating profit, however, 

was above the previous year owing to productivity enhancements and cost-

control programmes. This, along with the profit from farm sales, allowed 

Landcorp to achieve its target dividend payout of $18 million. 

Dividends
Landcorp’s target dividend payout is to average 75% of NPAT. The Crown and 

Landcorp entered into the Protected Land Agreement in 2007. Since then 

dividends have been paid by the Crown to settle the unpaid portion of the land 

acquisition, which has now been paid. The $18 million dividend with respect 

to the 2009/10 financial year included a $9 million special dividend from farm 

sales. The entire balance on the unpaid portion of the farm sales to the Crown 

in that agreement has now been repaid.

Major investments

Landcorp continues to invest in 

its farms, particularly through 

expansion of its deer and dairy 

operations as well as in irrigation 

and stock water infrastructure.

Landcorp’s strategy sees it 

considering farm acquisition 

opportunities when they arise. An 

example of this during the year was 

Landcorp’s bid for the 16 Crafar-

owned farms.

Non-financial performance

Landcorp completes a Balanced 

Scorecard report to measure its 

success in achieving its sustainability 

objectives. Landcorp performed well 

against its operational non-financial 

performance measures. Results 

below target were largely owing to 

climate impacts. 

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 Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR N/A (4.7)% (36.3)% 61.8% 90.9%

Dividend yield 3.5% 0.0% 0.0% 0.0% 0.0%

Dividend payout 8.2% 0.0% 0.0% 0.0% 0.0%

Adjusted ROE 18.6% 3.1% (80.6)% 46.3% 32.4%

Efficiency

ROCE 24.4% 6.4% (93.0)% 63.9% 42.4%

Operating margin 9.9% 6.8% 7.0% 12.0% 10.1%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 0.0% 20.5% 0.8% 0.0% 0.0%

Interest cover N/A 50.24 14.68 N/A N/A

Current ratio 1.20 1.13 0.88 1.23 1.50

Other Five-year average

Dividend growth N/A

Revenue growth 0.4%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 24 25 24 24 24

EBITDAF 2 2 2 3 2

NPAT 1 0 (3) 1 2

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 15 17 7 12 13

Total liabilities 9 11 4 8 7

Commercial value*** 6 5 3 6 11

Cash flow statement

$millions 2006 2007 2008 2009 2010

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

Purchase of fixed assets 2 1 0 0 0

Dividends 0 0 0 0 0

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

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Sandy Maier

BOARD » Joanna Beresford 
(Deputy Chair), Lindsay Corban, 
Taria Tahana, Kim Wicksteed, Ian 
Wilson, Dianne Yates

CHIEF EXECUTIVE » 

David Glover

Activities

Learning Media’s core business 

is the publication, production, 

marketing and sale of educational 

materials, particularly to the 

Ministry of Education. Learning 

Media warehouses educational 

material and fulfils orders for this 

material, mainly from New Zealand 

schools. Learning Media also 

develops education material for 

overseas markets, in particular the 

United States.
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Operations
Learning Media’s key client is the Ministry of Education. In 2009/10 Learning 

Media was significantly involved in the delivery of the National Standards for 

reading, writing and mathematics. It also worked on other key Ministry outputs 

as well as with the Tertiary Education Commission and the Ministry of Health 

and completed a two-year programme in the United States for the publisher 

McGraw-Hill.

Financial performance
Learning Media achieved a sound financial result in 2009/10. It achieved 

revenue of $24 million and NPAT of $1.5 million, against a target of $0.4 

million. Its ROE of 32% far exceeded its target of 11%. 
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Meridian Energy Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 2.1% 17.7% 26.8% (0.5)% 28.2%

Dividend yield 19.0% 8.3% 5.9% 0.5% 5.8%

Dividend payout 425.4% 152.8% 149.1% 18.3% 127.4%

Adjusted ROE 48.0% 11.9% 7.0% 12.6% 16.0%

Efficiency

ROCE 34.6% 13.9% 9.2% 13.1% 15.0%

Operating margin* 45.9% 42.8% 35.8% 45.7% 47.6%

Generator efficiency** 39 36 31 42 46

Leverage

Net gearing 10.1% 11.3% 17.1% 21.7% 23.3%

Interest cover 6.38 10.31 6.41 7.16 8.0

Current ratio 2.51 1.31 0.81 0.75 0.49

Other Five-year average

Dividend growth (38.4)%

Revenue growth* 8.9%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue* 959 1,064 1,034 1,122 1,349

EBITDAF 440 455 371 513 643

NPAT 857 200 129 89 184

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 5,339 6,668 7,198 7,177 8,716

Total liabilities 1,102 1,125 2,993 2,893 3,645

Commercial value*** 4,237 4,618 5,557 5,500 6,700

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 290 350 339 314 452

Purchase of fixed assets 76 184 264 466 197

Dividends 879 368 298 30 353

Net cash flow 211 (207) 20 (24) 7

Notes:

* Based on net revenue for gentailers

** Gentailers only ($MWh)

***  Commercial valuation from Statements of Corporate Intent

 

CHAIR » Wayne Boyd

BOARD » Ray Watson (Deputy 
Chair), Mary Devine, Catherine 
Drayton, Chris Moller, Stephen 
Reindler, Brett Shepherd, 
Anne Urlwin

CHIEF EXECUTIVE » Tim Lusk

Activities

Meridian Energy is a generator, 

wholesaler and retailer of electricity. 

It is the largest of the energy SOEs 

and produces roughly 30% of 

New Zealand’s electricity, all from 

renewable sources: from hydro, 

with assets in Manapouri and the 

Waitaki Basin, and wind farms – 

White Hill, Te Apiti and West Wind. 

The company also has investments 

in renewable generation assets in 

Australia and California.

Meridian retails electricity to 

more than 180,000 residential, 

rural and business companies. 

It also supplies power to the 

Tiwai Point Aluminium Smelter, 

which consumes about 14% of 

New Zealand’s total electricity.
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Operations
Hydrology will always be a primary driver of Meridian’s financial performance. 

During 2010 Meridian experienced high inflows into its lakes and therefore 

water storage levels have generally been above average. This has been the 

case since early in the 2009 financial year which has seen Meridian increasing 

its operational profit (EBITDAF) and efficiency from the particularly dry year of 

2008. High generation output (increasing from 12,237 GWh in 2009 to 13,862 

GWh in 2010) helped offset other challenges in the operating environment, 

such as the partial operation of the HVDC link and continued soft demand. 

Wind also played a part with West Wind coming on line during the 2010 year, 

doubling Meridian’s wind generation to 1,005 GWh. 

Rio Tinto, Meridian’s major customer, also returned to full load during the 2010 

financial year following outages beginning in November 2008. Legal issues 

relating to the outage have now been resolved.

Financial performance
Meridian’s NPAT in 2010 showed a 106.2% improvement on 2009. However, 

fair value changes had a considerable impact on Meridian’s NPAT (as they do 

for the other electricity SOEs). Adjusting for these, Meridian’s underlying profit 

(NPAT adjusted for fair value movements), at $234.6 million, still compares 

favourably to past years with a 22.3% increase on 2009. Meridian’s operating 

cash flow has also been trending upwards with 2010 balance of $451.8 million 

at a historical high. This corresponds with a gearing level of 23.5% and an 

interest cover of 8.0, giving Meridian a strong balance sheet.

Performance against plan
Meridian’s actual returns on equity have been less than forecast returns for 

each of its last three plans. However, if ROE is adjusted for IFRS changes (not 

included in forecast equity) Meridian does achieve targets. 

Dividends
Meridian’s dividend yield continues be high at 5.8% (or $353.5 million) in 2010. 

Its three-year average dividend yield of 4.1% is slightly below Mighty River 

Power (4.3%) and above both Genesis (2.2%) and Contact Energy (2.3%). A 

dry year in 2008 heavily impacted this average, with the average dividend yield 

over the last five years at 7.9%. By comparison, average TSR (return including 

equity growth) has been 14.8% over the same five-year period. Despite 

relatively high dividend payments, Meridian has consistently maintained a high 

credit rating.

Major investments

This year Meridian Energy 

commissioned the 143 MW West 

Wind project near Wellington. It 

acquired a wind farm in Australia, 

a solar plant in California and a 

small wind farm in Antarctica. 

Construction began on the 64 MW 

Te Uku wind farm near Raglan 

while consent was granted for 

major projects at other sites such 

as Central Wind in Waiouru. Other 

projects are subject to ongoing 

appeal in the Environment Court, 

including project Hayes and 

Mokihinui.

Non-financial performance

Meridian’s business and 

residential customer’s satisfaction 

levels decreased compared to 

2009. By comparison Powershop 

(a subsidiary of Meridian) has 

both increased its customer 

base and topped surveys of 

customer satisfaction – achieving 

92% satisfaction rating from 

Consumer New Zealand. 

Targets for plant availability were 

also not reached owing to higher 

levels of forced plant outages, a 

transformer outage at Manapouri 

being the main factor.

Corporate social responsibility

Meridian operates community 

funds to assist sustainable 

community development. 

Meridian also runs a sponsorship 

programme and is the national 

sponsor of the Royal New Zealand 

Ballet. 
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Meteorological Service of New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 23.7% (36.9)% 1.7% 10.9% 28.6%

Dividend yield 6.2% 3.7% 5.1% 1.5% 2.8%

Dividend payout 116.2% 57.2% 41.4% 20.0% 39.8%

Adjusted ROE 39.3% 36.3% 39.0% 33.0% 20.4%

Efficiency

ROCE 39.1% 35.1% 38.5% 32.6% 23.8%

Operating margin 25.4% 21.1% 22.0% 23.8% 24.6%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 30.9% 37.2% 39.4% 28.4% 40.9%

Interest cover 26.40 24.45 22.33 21.03 15.78

Current ratio 1.39 0.89 0.75 1.12 0.87

Other Five-year average

Dividend growth (12.1)%

Revenue growth 6.4%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 30 31 35 37 38

EBITDAF 7 7 8 9 9

NPAT 3 2 3 3 2

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 16 17 21 24 29

Total liabilities 9 11 13 12 17

Commercial value*** 55 33 32 35 44

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 6 6 6 4 5

Purchase of fixed assets 3 5 7 3 8

Dividends 3 2 2 1 1

Net cash flow 0 0 0 2 (1)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Sarah Astor

BOARD » David Houldsworth, 
Greg Cross, Carolyn Harkess, 
James Koh, Gregory Whitau

CHIEF EXECUTIVE » Paul Reid

Activities

MetService provides weather 

information services in the form 

of forecasting and advice, and 

weather graphics and data 

systems. These services are 

provided to clients in the transport, 

media, energy, aviation, agriculture 

and retail industries in New Zealand 

and overseas. MetService also 

generates revenues through online 

(www.metservice.com) and paid 

telephone (MetPhone) media. 

MetService employs around 220 

staff across offices in Wellington, 

Auckland, Christchurch, Sydney 

(Australia), Reading (United 

Kingdom) and Hong Kong.
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Operations
Around half of MetService’s current revenues are derived from a six-year 

contract with the Ministry of Transport to provide road network monitoring and 

weather information to the New Zealand public. Other revenue growth was 

generated through an increase in website advertising and aviation services, 

increased sales of MetService’s graphical presentation systems for television 

and media companies and the launch of a new weather data product for 

energy traders. 

Financial performance
MetService has delivered annual revenue growth every financial year since the 

one ending June 2006. In the 2010 financial year, revenue of $38 million was 

converted into an operating profit of $4.7 million (down 8% year-on-year) and 

a post tax profit of $2.4 million (down 25% year-on-year, with 19% attributable 

to changes in tax legislation). MetService exceeded key financial performance 

targets within its 2010-12 SCI relating to operating earnings and margins, 

financial liabilities and the book value of equity. The commercial value of the 

Crown’s investment in MetService is currently valued at $44 million. 

Performance against plan
MetService failed to meet NPAT targets set in their 2010-12 SCI, largely owing to 

changes to tax legislation. However, the company did exceed both EBITDA and 

operating margin targets. This is reflective of MetService’s history of performing 

in line with budget expectations over the past three years.

Net Profit After Tax (Actual vs Budget)
$m

■ Actual — Budget

Dividends
MetService paid $1.1 million in dividends to the Crown in the financial year to 

30 June 2010, an increase of $600,000 (120%) on 2009.

Major investments

MetService continues to invest in 

its weather observation network 

and IT infrastructure. As part of 

a five-year $12 million upgrade 

programme, MetService completed 

installation of the Mahia East Coast 

weather radar in 2010. A further 

three radars are planned over the 

next two years.

Non-financial performance

MetService outperformed 

international minimum standards 

relating to probability of detection 

and false alert ratios. 

Corporate social responsibility

MetService discharges its CSR 

obligations through a number of 

initiatives, including contributing to 

the development of severe weather 

forecasting in the Pacific region, 

free advertising space for charities 

on metservice.com and making 

staff available for community 

activities. 
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Mighty River Power Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 137.2% 4.9% 10.0% 55.2% 7.5%

Dividend yield 2.5% 2.4% 2.6% 1.9% 8.3%

Dividend payout 32.1% 35.8% 42.2% 25.3% 311.1%

Adjusted ROE 13.2% 13.6% 12.7% 18.6% 8.0%

Efficiency

ROCE 17.0% 16.2% 12.8% 17.7% 9.1%

Operating margin 40.0% 41.9% 35.9% 40.3% 30.9%

Generator efficiency* 58 64 60 73 60

Leverage

Net gearing 17.0% 16.1% 21.4% 17.9% 26.5%

Interest cover 9.79 9.07 6.82 9.55 6.21

Current ratio 1.09 1.89 0.97 1.09 0.78

Other Five-year average

Dividend growth 14.5%

Revenue growth 8.4%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 768 755 849 1,050 1,060

EBITDAF 307 316 304 423 328

NPAT 101 112 111 160 85

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 2,708 2,882 4,058 4,388 4,895

Total liabilities 611 720 1,800 1,766 2,206

Commercial value*** 2,056 2,106 2,260 3,453 3,425

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 196 228 207 317 200

Purchase of fixed assets 148 183 286 169 199

Dividends 36 50 56 56 286

Net cash flow (19) 82 (53) 23 (49)

Notes:

*  Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Joan Withers

BOARD » Trevor Janes (Deputy 
Chair), Dr Michael Allen, 
Parekawhia McLean, Prue Flacks, 
Jon Hartley, Sandy Maier, Tania 
Simpson, Keith Smith

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 in Southdown. It retails to 

over 400,000 customers through 

Mercury Energy, Bosco and Tiny 

Mighty Power.

Mighty River Power also provides 

metering and energy management 

services to consumers and 

energy retailers and international 

geothermal investments.
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Operations
Mighty River Power’s primary 

generation capacity is based on 

the Waikato River. Hydrological 

conditions in the Lake Taupo 

catchment are a key driver of annual 

generation levels and Mighty River 

Power’s earnings. The major growth 

area for Mighty River Power has been 

geothermal generation, with 240 MW 

(205 MW equity interests) added 

since 2008. Mighty River Power is 

also investing offshore in geothermal 

development, through its partner 

GeoGlobal Energy Limited (GGE).

Financial performance
Mighty River Power’s result for the 2010 financial year was adversely impacted 

by the Waikato drought. This was the second worst autumn on record, 

leading to a 14% drop in hydro production relative to the previous financial 

year. Operating expenses increased owing to accelerated maintenance at 

Southdown and unplanned maintenance on the Kawerau steamfield. The 

combination of lower energy margin and higher operating expenses saw 

EBITDAF fall by 22.5% from the record results in FY2009 to $327.8 million. This 

fall in EBITDAF was compounded by unfavourable “fair value” adjustments 

leading to an NPAT of $84.6 million.

Despite the weaker result Mighty River Power has maintained its planned 

investments and dividend payments. Standard and Poor’s confirmed Mighty 

River Power’s BBB+ credit rating in May 2010, although the outlook was 

revised to negative owing to the increased gearing and the planned pace of 

geothermal developments both domestically and offshore.

Performance against plan
Mighty River Power’s compound growth rate of EBITDAF over the previous five 

years has been 2% per annum. Results for individual years are highly volatile 

owing to the reliance on hydrology, with annual movements between negative 

22.5% and positive 39.1%. 2010’s result reflected poor hydrological conditions. For 

2011 Mighty River Power is forecasting a 19.3% improvement over 2010, based 

on a return to average hydrology and a full year’s production at Nga Awa Purua. 

Diversification into geothermal production should help reduce volatility in future.

Dividends
Mighty River Power has a trend of increasing dividend payments. Owing to 

exceptional performance, a special dividend of $150 million was declared for 

the 2009 year. The change in the dividend policy to 75% of NPAT should see a 

consistently higher payment than in the past, depending on hydrology.

Major investments

Mighty River Power commissioned 

the 140 MW Nga Awa Purua 

Geothermal Power Station in 

2010, a joint venture with Tauhara 

North No. 2 Trust. The company 

also invested $US92 million in a 

geothermal project in California. 

Mighty River Power’s next major 

development is the Ngatamariki 

geothermal plant which is 

scheduled for 2014. Other capital 

investment includes a major 

programme of reinvestment in 

hydro assets, further international 

opportunities and replacement of 

its legacy meters with advanced 

metering technology.

Non-financial performance

Mighty River Power has continued 

to grow its customer base, with 

customer numbers climbing to 

412,000 at 30 June 2010. This was 

a 30,000 annual increase, with 

market share now at over 20%. 

Plant reliability fell short of target 

levels with higher than planned 

forced outages impacting on plant 

availability. The failure of a well at 

Kawerau was a major contributing 

factor.

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 Starship Foundation 

and the Waikato River Trails, and 

has played a key part in helping 

to bring the 2010 FISA World 

Rowing Championships back to 

Lake Karapiro for the first time 

since 1978.
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Public Trust

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR N/A N/A N/A N/A (1.4)%

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 5.1% 7.6% N/A N/A N/A

Efficiency

ROCE 0.4% 0.8% (5.9)% (7.3)% (0.6)%

Operating margin 4.2% 5.2% (14.6)% (24.4)% 18.3%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing N/A N/A N/A N/A N/A

Interest cover 0.1 0.1 (0.3) (0.5) 0.5

Current ratio 0.07 0.10 0.10 0.06 0.10

Other Five-year average

Dividend growth N/A

Revenue growth (1.3)%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 94 105 124 124 89

EBITDAF 4 6 (18) (30) 16

NPAT 2 3 (32) (47) 5

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 818 842 1,022 1,096 921

Total liabilities 775 796 1,007 1,113 901

Commercial value*** 35 35

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 3 5 18 (1) (3)

Purchase of fixed assets 6 1 1 3 1

Dividends 0 0 0 0 0

Net cash flow (8) 13 (6) (4) 15

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Trevor D Janes

BOARD » Robin Hill (Deputy 
Chair), Rodger Finlay, Sue 
McCormack, Fiona Oliver, 
Hinerangi Raumati, Sarah 
Roberts

CHIEF EXECUTIVE » 

Grenville Gaskell

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: 

provision of Wills, estate planning 

and administration services; 

managing family, education and 

funeral trusts; managing charitable 

trusts; providing corporate 

trustee services; administering or 

managing assets and investment 

funds; providing home loans and 

conveyancing; providing student 

fee protection; administration, 

audit and advice for incapacitated 

persons pursuant to the Protection 

of Personal and Property Rights 

(PPR) Act 1988; providing financial 

and retirement planning; providing 

life and general insurance; 

providing tax planning and advice; 

and establishing enduring powers 

of attorney.
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Operations
As a result of the GFC, Public Trust suffered losses in its investments portfolio.

In response, Public Trust is implementing changes to reduce the risk profile 

of its investments and increase core trustee revenues. These actions will also 

offset planned decreases in Common Fund income and continued competition 

for retail deposits. 

As a result of these changes Public Trust now only accepts deposits from 

customers for whom Public Trust is acting or named in a formal role, and has 

reviewed its mortgage portfolio with a focus on residential lending to customers 

it has a broader relationship with.

Public Trust has recognised that a transformation is required to ensure its 

ongoing financial sustainability and is part way through a change programme 

to enhance the customer experience and improve operating capability and 

efficiency levels. This is expected to translate into higher levels of customer 

satisfaction and, ultimately, into increased core revenues.

The regulatory environment in which Public Trust operates is undergoing 

significant change. Public Trust has undertaken substantial work to prepare 

for the implementation of, and to leverage opportunities presented by, the 

Financial Advisors Act (FAA) and the Non Bank Deposit Takers (NBDT) regime.

Financial performance
Public Trust this year reported NPAT of $4.8 million against a budgeted 

loss of $2.4 million. The 2009/10 result is driven principally by unrealised 

mark-to-market gains of $10.7 million being the reversal of the losses on the 

investment portfolio incurred in 2007/08 and 2008/09. Other drivers of this 

result include mortgage losses of $3.6 million and change costs (including 

organisational redesign) of $5.2 million and the underlying operating profit of 

$3.4 million.

Public Trust reported an increase in fee and commission revenue of $3 million 

(8.5%) over the prior year. However, the planned changes in the investment risk 

position within the Common Fund income occurred with a reduction in income 

of $4.4 million (18.9%). This effectively reduced the Common Fund’s share 

of total revenue from 36.7% to 30.4% year-on-year. Public Trust continued to 

improve its productivity levels with a 12.1% increase in revenue per frontline and 

support FTE. Operating costs decreased by 3% while transformation costs of 

approximately $5 million were incurred.

In 2007/08 and 2008/09, Public Trust’s equity position was diminished by 

significant mortgage losses and unrealised investment losses owing to the 

GFC. Capital injections ($20 million in 2008/09 and $30 million in 2009/10), 

together with the reversal of unrealised investment losses, have resulted in a 

positive equity position at 30 June 2010.

Dividends
Public Trust is not expected to make any distributions to the Crown until its 

financial position improves.

Major investments

Public Trust has invested an 

average of approximately $5 million 

over the past three years in its 

change programme, which is 

focused on building a stronger 

business that engages with New 

Zealanders to better meet their 

trustee needs and achieve a 

position of leadership in the New 

Zealand trustee services market.

Non-financial performance

Public Trust has achieved a market 

share for Wills of 15% against a 

target of 11%, and a market share 

for estates (probates) of 13.9% 

against a target of 14.2%.

Corporate social responsibility

Public Trust has a CSR 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 Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 31.5% 3.3% 30.0% 1.7% 19.6%

Dividend yield 2.5% 3.3% 2.2% 16.1% 4.0%

Dividend payout 20.2% 42.3% 57.4% 145.3% 67.1%

Adjusted ROE 19.8% 18.8% 119.7% 6.8% 2.7%

Efficiency

ROCE 29.7% 28.9% 108.7% 6.9% 3.5%

Operating margin 15.1% 15.2% 7.4% 6.9% 2.6%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 0.0% 5.2% 0.0% 0.0% 0.0%

Interest cover 40.0 27.9 13.1 511.2 49.7 

Current ratio 1.25 1.58 1.23 1.80 1.52

Other Five-year average

Dividend growth (11.0)%

Revenue growth 4.8%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 38 42 41 37 46

EBITDAF 6 6 3 3 1

NPAT 1 2 18 1 1

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 15 18 31 31 33

Total liabilities 7 9 10 9 11

Commercial value*** 27 27 34 30 34

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 5 4 2 4 2

Purchase of fixed assets 2 3 3 1 1

Dividends 1 1 1 5 1

Net cash flow 1 1 3 0 (3)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Phil Lough

BOARD » Derek Walker (Deputy 
Chair), Bryan Hemi, Sir Barry 
Curtis, Gary Traveller, George 
Reedy

CHIEF EXECUTIVE » Bill Osborne

Activities

Quotable Value Ltd (QV) is 

New Zealand’s largest valuation 

and property information company. 

It operates from 22 offices 

throughout New Zealand and has 

subsidiary companies in three 

states of Australia.

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.
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Operations
QV continues to be negatively affected by unfavourable economic conditions, 

and the downturn in the property market. This has resulted in a significant 

reduction in property transactions. There has also been limited capital 

available for industrial and commercial property developments. QV has 

responded by maintaining a continued focus on cost management and better 

customer service offerings.

QV has also expanded its industrial and commercial valuations and property 

services business (Darroch) through integration of DTZ New Zealand Ltd 

MREINZ (DTZ) acquired during the year.

Financial performance
QV’s NPAT was $0.6 million. This compares with $2.4 million for the previous 

year. The reduction in QV’s profitability was mainly owing to tight property 

market conditions and slow economic recovery, costs associated with 

acquisitions and abnormal costs.

Performance against plan
QV’s last three annual plans have each forecast profitability growth, while 

actual performance has been below the plan figures (note: 2007/08 actual is 

adjusted for one-off gain related to PropertyIQ joint venture). QV’s next three 

years’ financial forecast is predicated on market / economic recovery and 

continued business growth.

NPAT (excluding fair value movements)
$m

■ Actual — 2007/08 plan— 2008/09 plan— 2009/10 plan

Dividends
QV has paid an interim dividend of $0.6 million for 2009/10 and no final 

dividend. As at 30 June 2010 there were no further dividends proposed by the 

Board.

Major investments

QV acquired DTZ during 2090/10, 

recognising $1.9 million fair value 

of the business. QV does not have 

a significant capital investment 

programme.

Non-financial performance

QV’s non-financial performance 

indicators are mostly around the 

quality of service provided. Some 

of these indicators have only been 

introduced this year, and QV has 

largely achieved its targets for 

2009/10. 

Corporate social responsibility

QV is focused on minimising its 

carbon footprint in the key areas of 

power and fuel consumption. QV 

works in the community providing 

support to local disaster relief funds.
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Solid Energy New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 5.3% 26.7% 521.8% (15.9)% 37.3%

Dividend yield 5.3% 0.0% 0.0% 2.2% 1.9%

Dividend payout 26.5% 0.0% 0.0% 46.8% 90.4%

Adjusted ROE 42.8% 33.6% 10.2% 47.5% 11.0%

Efficiency

ROCE 50.0% 45.5% 14.8% 60.3% 14.9%

Operating margin 30.0% 15.6% 15.6% 37.3% 20.2%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 16.1% 5.0% 9.0% 13.1% 32.5%

Interest cover 63.2 21.5 25.0 199.6 17.3

Current ratio 1.41 2.45 1.57 1.63 1.20

Other Five-year average

Dividend growth 10.7%

Revenue growth 5.0%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 570 565 554 984 693

EBITDAF 171 88 86 367 140

NPAT 86 94 34 111 68

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 441 546 656 792 1,000

Total liabilities 207 218 288 358 557

Commercial value*** 375 475 2,954 2,425 3,276

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 94 115 41 147 83

Purchase of fixed assets 73 93 61 88 138

Dividends 20 0 0 60 54

Net cash flow (18) 59 (20) (7) (14)

Notes:

* Gentailers only ($MWh) 

**  Stated as net revenue for gentailers

***  Commercial valuations contained in the Statements of Corporate Intent

CHAIR » John Palmer

BOARD » John Fletcher (Deputy 
Chair), Adrienne Young Cooper, 
Alan Broome, John McDonald, 
David Patterson, Simon Marsters, 
Michelle Smith

CHIEF EXECUTIVE » Dr Don Elder

Activities

Resource company Solid Energy’s 

core business is the mining of 

coking coal for export markets and 

NZ Steel, and thermal coal for the 

Huntly Power Station and a number 

of industrial customers. 

Solid Energy extracts, processes, 

markets and distributes over four 

million tonnes of coal a year.

Solid Energy is also investing in 

alternative energy forms such 

as biomass, biodiesel, coal-to-

gas options and developing 

Southland’s lignite resources.
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Operations
This year Solid Energy successfully 

completed a number of major capital 

projects – to allow an increase in 

the production of coal and develop 

its renewable energy business. 

Employee numbers increased from 

815 to 1,223 largely owing to the 

recruitment of people to the Stockton 

Alliance. 

After five weeks of industrial action 

at its mine sites late in 2009, Solid 

Energy signed a new Multi-Employer 

Collective Agreement. This has 

since been ratified by most sites and 

contractors. 

Solid Energy has continued 

development and investment in a 

range of projects, such as coal seam 

gas, a future underground coal 

gasification trial in the Waikato and 

the advancement of Southland lignite 

projects. 

Financial performance
Solid Energy produced NPAT of $67.8 million, which was higher than planned 

but less than the 2009 NPAT of $110.8 million. Revenue and EBITDA at year-

end were both above forecast. However, 2010 was a year of contrasting 

fortunes with approximately two-thirds of the total revenue coming in the 

second half. Financial performance also benefited from price rises for coking, 

semi-soft and thermal coal in the second half of the year. The total coal sales 

of 3.8 million tonnes for 2010 met with planned volumes.

Performance against plan
Although absolute returns were lower than 2009, Solid Energy performed 

ahead of plan in respect of the major financial performance measures, 

including EBITDA, EBIT, NPBT and NPAT. 

Dividends
Solid Energy paid dividends of $54 million during the year. Over the past five 

years dividends from Solid Energy have been highly variable. The dividend 

yield has averaged 1.9% per annum.

Major investments

During the year Solid Energy has 

made significant investments 

to increase productivity and 

production. This included $249 

million being spent at Stockton 

on a new coal processing plant, 

mobile plant and equipment and 

key safety and environmental 

projects. The Stockton coal 

processing plant, Taupo pellet 

plant and Rolleston biodiesel 

facility were completed on or below 

budget and are performing to plan.

Non-financial performance

Solid Energy has made 

significant improvements in safety 

performance against its major 

safety indicators and is now at 

levels at or below many of its 

Australian peers. Solid Energy 

remains committed to its goal of no 

harm to anyone, ever. 

Corporate social responsibility

Solid Energy supports a range 

of activities with a focus on youth 

and development, community 

infrastructure and heritage. 

Specific community investment 

of $1.9 million in 2010 (2009: 

$2.3 million) included the Rescue 

Helicopter on the West Coast, 

the Christchurch Symphony 

Orchestra’s South Island-

wide Outreach and Education 

Programme, the New Zealand 

Symphony Orchestra, school 

grants and tertiary scholarship 

schemes.
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Television New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR N/A 4.2% 0.0% (46.1)% 64.1%

Dividend yield N/A 4.2% 0.0% 3.9% 0.6%

Dividend payout 809.8% 73.5% 0.0% 73.8% 6.9%

Adjusted ROE 5.7% (2.3)% 5.6% 2.0% (14.3)%

Efficiency

ROCE 6.7% (1.2)% 9.1% 3.5% (5.6)%

Operating margin 8.0% 3.5% 10.7% 6.0% 1.0%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 14.3% 12.6% 10.9% 15.5% 18.4%

Interest cover 397.50 3.13 11.19 10.64 1.22

Current ratio 1.06 0.99 1.51 1.15 1.67

Other Five-year average

Dividend growth (51.0)%

Revenue growth (3.3)%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 407 374 391 384 355

EBITDAF 33 13 42 23 4

NPAT 13 (5) 19 2 (26)

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 312 314 312 304 259

Total liabilities 113 119 130 119 102

Commercial value*** 350 350 350 178 291

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 24 34 25 27 35

Purchase of fixed assets 12 13 16 12 21

Dividends 80 15 0 10 1

Net cash flow (19) (1) (8) (3) (1)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Sir John Anderson

BOARD » Joan Withers, Anne 
Blackburn, Sir John Goulter, 
Roger MacDonnell

CHIEF EXECUTIVE » Rick Ellis

Activities

TVNZ has five TV channels: two 

commercial free-to-air (TV ONE 

and TV2); two non-commercial 

free-to-air digital channels on 

Freeview (TVNZ 6 and TVNZ 7); 

and one pay channel on SKY TV 

(TVNZ Heartland). 

TVNZ also has an online presence 

with tvnz.co.nz, providing news and 

entertainment, and “Ondemand” 

providing “catch-up TV”.

TVNZ has a 33% shareholding in 

Hybrid Television Services (ANZ) 

Pty Ltd (HTS), which owns the 

Australasian rights for TiVo.
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Operations
TVNZ is improving its performance through a combination of cost reductions 

by process and technology changes, and implementation of its plan to 

transform itself into a digital media company. This includes exploring further 

ways to further diversify its revenue streams. Consistent with this strategy, 

TVNZ launched its first pay TV channel called “TVNZ Heartland” on the SKY 

TV platform in June. TVNZ extended its TVNZ Ondemand service to the Sony 

PlayStation3 and launched a news application on iPhone. TVNZ has seen 

strong revenue growth in digital media during the year, particularly with the 

TVNZ Ondemand service. 

Financial performance
TVNZ reported a net loss after tax of $26 million for the year. This result was 

owing mainly to the downturn in advertising revenues and two non-recurring 

non-cash accounting adjustments ($26.8 million for a change in the way 

programmes are expensed and $14.1 million owing to the impact of the 

depreciation tax changes). Excluding these two non-recurring accounting 

adjustments, the normalised NPAT was $6.9 million, an increase of $4.8 million 

on the prior year.

TVNZ reported EBIT of $12.9 million, a $7.8 million increase on the prior year. 

Total revenue was $29.4 million down on the prior year. $14.1 million of this 

was owing to the downturn in television advertising revenue. The remainder 

was a result of a reduction in government programme funding revenues of 

$9.9 million and the absence of trading revenues associated with transmission 

services to international broadcasters in association with the Beijing Olympics 

in the previous financial year.

Operating expenses were $342.2 million, $42.3 million below the prior year.

Programme costs reduced by $25.9 million and all other operating costs by 

$8 million, but these were offset by a $1.6 million increase in depreciation and 

amortisation.

Performance against plan
TVNZ has not achieved its profitability targets. The negative ROE of 15.2% 

is well below the 3.5% target set out for the year. TVNZ has, however, met its 

gearing, financial stability and interest cover targets for the year.

Dividends
Although TVNZ has reported a loss for the year, it declared a dividend of 

$4.9 million for the 2010/11 year, being 70% of the normalised NPAT (before 

the accounting adjustments).

Major investments

TVNZ continued with the 

implementation of the latest 

digital television and digital media 

technology to transition TVNZ into 

a digital media company.

Non-financial performance

Although advertising revenue was 

down TVNZ maintained its market 

share at 60.6% (2008/09: 60.9%).

The overall performance of TV ONE 

and TV2 was strong with TVNZ 

achieving budget and growth over 

the prior year.

Corporate social responsibility

TVNZ has continued to 

proactively mitigate the impact 

of its operational activities on the 

environment through increasing 

use of technology. Restrictions 

on air travel imposed during the 

recession have had the welcome 

benefit of reducing air miles.

TVNZ has changed its vehicle fleet 

purchasing policy to reduce fuel 

usage carbon emissions. TVNZ 

also has number of initiatives 

aimed at reducing electricity usage.

The TVNZ Community Support 

Foundation provides charities 

with free air time worth up to 

$50,000 a month, which allows the 

recipients to promote their services 

and drive fundraising activities. 

A group of TVNZ volunteers with 

a commitment to environmental 

sustainability have implemented 

a number of ideas focused on 

improving the company’s recycling 

programme.
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Transpower New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 4.2% 9.4% 4.4% (7.5)% 28.0%

Dividend yield 0.9% 0.0% 0.0% 0.0% 0.0%

Dividend payout 8.5% 0.0% 0.0% 0.0% 0.0%

Adjusted ROE 8.2% 9.7% 8.1% 10.0% 9.9%

Efficiency

ROCE 7.5% 8.1% 8.2% 9.7% 10.0%

Operating margin 52.4% 55.3% 59.4% 58.8% 63.8%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 55.4% 53.8% 46.9% 47.3% 52.7%

Interest cover 3.3 3.6 5.0 4.2 4.1

Current ratio 0.55 0.15 0.80 0.91 0.62

Other Five-year average

Dividend growth N/A

Revenue growth 3.3%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 640 651 642 694 730

EBITDAF 336 361 382 408 466

NPAT 97 126 78 93 65

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 2,888 3,051 2,841 3,106 3,565

Total liabilities 1,656 1,693 1,533 1,706 2,111

Commercial value*** 1,183 1,293 1,351 1,250 1,600

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 239 241 330 250 313

Purchase of fixed assets 252 288 328 336 555

Dividends 10 0 0 0 0

Net cash flow 5 (2) 6 30 (18)

Notes:

* Gentailers only ($MWh)

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Mark Verbiest

BOARD » Ian Donald, Ian Fraser, 
John Irving, Dr Don Brash, 
Mike Pohio, Maury Leyland, 
Abby Foote

CHIEF EXECUTIVE » 

Patrick Strange

Activities

Transpower plans, builds, 

maintains and operates the 

National Grid which links 

generators of electricity to 

distribution companies and major 

industrial users.
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Operations
After a long period of underinvestment in the National Grid, Transpower 

has commenced a major investment programme, which includes new lines 

such as the North Island Grid Upgrade. At the same time, it is focused on 

maintaining its existing ageing assets. Transpower performs the System 

Operator function to ensure that electricity is delivered where it is needed 24/7.

The System Operator is to take on more responsibilities following the 2009 

review of the electricity market.

Financial performance
Transpower achieved NPAT (excluding fair value movements) of $142.4 million 

for the year. This compares with $135.8 million for the previous year. The 

increase in profit is a result of higher transmission revenue, recognition of the 

remaining cross-border lease income in advance and lower reserve charges.

This was partially offset by an increased impairment in respect of properties 

purchased by Transpower for the North Island Grid Upgrade project.

Performance against plan
The NPAT result of $142.4 million was 10.4% below the targeted profit of 

$159 million. This was largely a result of having to recognise the increased 

impairment charge on the properties.

NPAT (exluding fair value movements)
$m

■ Actual — 2007/08 Plan— 2008/09 Plan— 2009/10 Plan

Dividends
Transpower has not paid a dividend since the 2005/06 financial year as profits 

are being reinvested in the grid. The Board has indicated it expects to be able 

to reinstate dividends in the 2012/13 financial year once it is over the peak of 

its capital investment programme.

Major investments

Transpower has a major capital 

investment programme underway.

Three of the largest investment 

projects are the North Island Grid 

Upgrade project, the HVDC Pole 3 

project (upgrading the inter-island 

cable) and the North Auckland and 

Northland project.

Non-financial performance

Transpower achieved some of 

its non-financial performance 

targets but missed its unplanned 

interruptions and lost time injury 

targets. Transpower is focused on 

improving both these areas.

Corporate social responsibility

Transpower has established 

a CommunityCare Fund that 

provides support and funding to 

communities that are impacted by 

Transpower’s operations.
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Air New Zealand Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR (18.6)% 123.7% (58.7)% (17.4)% 18.9%

Dividend yield 3.6% 8.1% 5.1% 6.0% 6.1%

Dividend per share (cps) 5 18 8.5 6.5 7

Earnings per share (cps) 9.6 21.6 20.7 2.0 7.6

ROE 6.0% 15.9% 13.8% 1.3% 5.2%

Efficiency

ROA 3.1% 6.2% 7.1% 1.5% 3.3%

EBITDAR*/Revenue 18.1% 21.3% 20.3% 14.9% 17.5%

Leverage

Gearing (excl op leases)** 5.8% 15.5% (7.2)% (25.3)% (9.1)%

Gearing (incl op leases)*** 51.9% 53.8% 45.3% 45.0% 47.3%

Fixed cover 2.5 2.8 2.9 1.7 2.4

Working current ratio 52.1% 52.3% 55.3% 56.4% 51.2%

Other Five-year average

Revenue growth 1.5%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue 3,805 4,279 4,667 4,609 4,046

EBITDAR* 689 910 947 688 708

Normalised earnings before tax 150 259 197 145 137

Normalised earnings after tax**** 96 228 146 118 92

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 4,785 4,666 5,023 5,045 4,597

Total liabilities 3,191 3,278 3,446 3,440 3,031

Total market capitalisation 1,183 2,776 1,152 959 1,152

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) pre 
FX contracts rollover

342 626 662 355 471

Operating activities (net) post 
FX contracts rollover

473 455 743 486 334

Purchase of fixed assets 764 598 274 318 433

Dividends 48 160 100 63 65

Net cash flow 80 (93) 232 284 (506)

Notes:

The financial performance measures on this page are as provided by Air New Zealand and reflect the   
measures as published in its accounts.
* Earnings before interest, tax, depreciation, amortisation and rental costs

**  Gearing (excluding net capitalised aircraft operating leases)

***  Gearing (including net capitalised aircraft operating leases)

****  Normalised earnings represents earnings stated in compliance with NZ IFRS after excluding net gains   
and losses on derivatives that hedge exposures in other financial periods

CHAIR » John Palmer

BOARD » Dr Jim Fox, 
Jane Freeman, Warren Larsen, 
John McDonald, Paul Bingham, 
Roger France

CHIEF EXECUTIVE » Rob Fyfe

Activities

Air New Zealand Ltd 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. 
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Operations
Economic recovery from the GFC has been slow, meaning demand has been 

a major challenge in 2010 and difficult for Air New Zealand to predict. In the 

Long Haul airline, passenger yield was down 10.7% and demand was down 

6.8%. On the trans-Tasman and 

Pacific routes, demand was 4.5% 

lower. In the Domestic and Regional 

operations, demand was up 4.1%, 

driven by reduced fare levels. Load 

factors increased across all, through 

capacity management strategies and 

demand stimulation. 

Financial performance
Air New Zealand’s financial 

performance in the 2010 financial 

year deteriorated slightly against 

last year. Normalised earnings 

before taxation were $137 million, 

a decrease of 6% on the 2009 

financial year. 

Operating revenue decreased by 

$563 million to $4 billion, down 

12% on the same period last year. 

Excluding the unfavourable impact 

of the strengthening New Zealand 

currency and the discontinued freighter operations, operating revenue was 

down 8%. Operating profit margins improved despite the reduced scale of the 

business as capacity was reduced on weaker demand.

Closing net cash was $1.1 billion. The balance has reduced from $1.6 billion at 

June 2009 owing to progress payments for aircraft deliveries, debt repayments 

and cash outflows as a result of the appreciation of the New Zealand dollar on 

the rollover of foreign exchange hedges.

Yields in the second half of the 2010 financial year improved 3% on the first 

half, and Air New Zealand expect these results to continue into 2011.

Performance against plan
N/A.

Dividends
Total dividends for the year were 7 cents per share, an increase of 8% on last 

year reflecting the improved outlook for the company. For the Crown, this 

amounted to dividends of approximately $75 million.

Major investments

The total investment in fixed assets 

was $433 million during the year. 

This included progress payments 

on Boeing 777-300ERs and Airbus 

A320 aircraft, the purchase of 

seven ATR72-500 turbo prop 

aircraft, the fitting of winglets to the 

Boeing 767-300 aircraft to increase 

fuel efficiency, and capitalised 

maintenance for the period. 

Non-financial performance

Air New Zealand passenger 

numbers were down 0.4% on the 

previous year, resulting in revenue 

passenger kilometres down 4.7%.

Through capacity management, 

load factors were 2.8 percentage 

points higher than 2009. 

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. Air New 

Zealand formed the Air New 

Zealand Environment Trust, which 

supports projects that enhance 

New Zealand’s clean, green 

reputation around the world.





MULTIPLE
OBJECTIVE
COMPANIES
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New Zealand Post Ltd

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 20.4% 104.6% 10.1% 2.4% 2.5%

Dividend yield 9.4% 4.1% 2.5% 1.2% 0.5%

Dividend payout 90.1% 37.4% (32.3)% (2.9)% (192.8)%

Adjusted ROE 15.4% 14.5% 21.1% 12.1% (3.7)%

Efficiency

ROCE 3.4% 2.5% 2.4% 1.2% 0.1%

Operating margin 11.3% 12.6% 13.2% 13.1% 9.2%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 82.0% 81.4% 87.4% 89.9% 90.1%

Interest cover 0.90 0.64 0.45 0.32 0.26

Current ratio 0.08 0.13 0.08 0.07 0.05

Other Five-year average

Dividend growth (30.7)%

Revenue growth 2.7%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 1,084 1,197 1,290 1,254 1,204

EBITDAF 122 151 171 164 110

NPAT 69 70 110 72 2

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 3,734 5,498 8,037 11,304 13,075

Total liabilities 3,200 4,902 7,370 10,635 12,243

Commercial value*** 534 1,060 1,140 1,154 1,177

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 94 132 (51) (433) 35

Purchase of fixed assets 78 82 45 47 48

Dividends 48 33 27 13 6

Net cash flow (31) 276 (68) 127 (7)

Notes:

* Gentailers only 

**  Stated as net revenue for gentailers

***  Commercial valuation from the Statements of Corporate Intent

CHAIR » Hon Dr Michael Cullen

BOARD » Justine Smyth, Pip 
Dunphy, Murray Gribben, David 
Willis, Alan Dunn, Jackie Lloyd, 
Temuera Hall

CHIEF EXECUTIVE » Brian Roche

Activities

New Zealand 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, philatelic 

and international consultancy 

business units and an extensive 

network of retail outlets.
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Operations
Faced with a continued global decline of the traditional letters business, NZ 

Post’s long-term strategy has involved continuous process improvement and 

diversification into synergistic business areas. This strategy has been successful 

in recent years, particularly with its Kiwibank subsidiary, which now contributes 

over half of Group profits. However, the GFC and associated recession further 

accelerated the decline of traditional mail businesses, and recent Group 

performance has seen lowered targets, with no rapid recovery anticipated. 

NZ Post is currently looking to reorganise and reset its strategy, and faces many 

challenges over the next few years.

Financial performance
2009/10 performance was below targets for both revenue and EBITDA, with 

postal, data management and retail businesses most affected. Group profits 

are thin, and it is likely that only the Kiwibank subsidiary is returning its cost 

of capital. The bank’s remarkable pace of growth has abated somewhat, but 

it is still profitable and growing. Overall, the Group’s performance is flat. The 

Group maintains a strong cash position.

Retention of the current AA- credit rating from Standard & Poors is seen as 

crucial for Kiwibank’s strategy, and a recent subscription to uncalled capital 

by the shareholder to safeguard against shock events to the bank has helped 

maintain this rating.

Performance against plan
NZ Post’s last three annual plans have forecast continued growth, but with 

successively lower levels of optimism as more difficult trading conditions were 

encountered. 2009/10 performance was significantly less than plan, even once 

extraordinary write-downs and non-cash adjustments are excluded.

NPAT
$m

■ Actual — 2007/08 Plan— 2008/09 Plan— 2009/10 Plan

Dividends
NZ Post’s dividends have declined in recent years, to $6.4 million in 2009/10.

NZ Post has a policy of retaining profits made by Kiwibank for reinvestment in 

the banking operation. The declining dividend yield is therefore a reflection of the 

performance levels of other business units in the Group. Overall, TSR (at 2%) and 

dividend yield (at 0.4%) are the lowest for many years.

Major investments

The Group continues to invest 

in growing Kiwibank, through 

reinvested profits and periodic 

market fund-raisings (which tend 

to be well-subscribed). Significant 

investment in processing 

technology and in the retail 

network continues, largely to 

protect current business and to 

remain competitive.

Non-financial performance

NZ Post continues to offer services 

in excess of the minimum required 

under its Deed of Understanding.

Both NZ Post and Kiwibank are 

frequent recipients of national and 

international awards for service 

provider and good employer 

assessments. NZ Post participates 

in formal international benchmarking 

networks, and performs creditably 

against its peers.

Corporate social responsibility

NZ Post’s operations are intimately 

connected to the communities they 

are embedded in, and it engages 

in various sponsorship activities, 

many based around literacy and 

literature. NZ Post benchmarks its 

CSR performance, and publishes 

results in its Annual Report.



page | 86

KiwiRail Group

Financial performance measures

2006 2007 2008 2009 2010

Returns

TSR 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 31.5% (7.0)% (10.6)% 25.9% 13.6%

Efficiency

ROCE 26.1% (3.5)% (5.4)% 21.3% 12.6%

Operating margin 46.6% 64.7% 60.0% 51.8% 48.3%

Generator efficiency* N/A N/A N/A N/A N/A

Leverage

Net gearing 13.6% 1.1% 1.6% 3.1% 3.5%

Interest cover 44.7 21.15 9.41 20.27 20.08

Current ratio 2.0 2.5 1.9 0.6 1.0

Other

Dividend growth N/A

Revenue growth N/A

Income statement

$millions 2006 2007 2008 2009 2010

Revenue** 154 222 240 943 1,105

EBITDAF 72 143 144 489 534

NPAT 63 (19) (43) 239 194

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 394 10,740 11,908 13,335 13,249

Total liabilities 111 190 280 781 829

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities 6 11 16 139 134

Purchase of fixed assets 143 203 212 508 549

Dividends 0 0 0 0 0

Net cash flow (6) 11 3 (8) (12)

Notes:

*  Gentailers only 

**  Includes Capital Grants

CHAIR » John Spencer

BOARD » Paula Rebstock, 
Bob Field, Bryan Jackson, 
Mark Tume, John Leuchars, 
Mark Franklin

CHIEF EXECUTIVE » Jim Quinn

Activities

KiwRail Group (KRG) owns and 

operates the New Zealand rail 

network and the Interislander ferry 

service. 

Major services include national 

freight, ferries, metro services 

in Auckland and Wellington and 

the Tranz Scenic long distance 

passenger services. Other KiwiRail 

Group divisions maintain the 

network and service the rolling 

stock.
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Operations
KRG is the trading name of the New Zealand Railways Corporation (NZRC). 

It is a statutory corporation under the New Zealand Railways Corporation Act 

1981, and an SOE under the SOEs Act 1986. KRG’s core business is providing 

services for commercial freight 

customers, in terms of bulk freight, 

import/export and domestic point-to-

point transport. A 10-year turnaround 

plan is underway to fundamentally 

re-configure the organisation as a 

self-sustaining commercial entity. This 

plan will involve major procurement 

and project work, and a shift to 

becoming a customer service and 

customer relationship focused 

organisation.

KRG also provides metropolitan 

passenger services on behalf of 

Auckland and Wellington regional 

authorities.

Financial performance
KRG’s Turnaround Plan envisages $4.6 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. The Government has agreed to provide KRG with 

support of $250 million in FY2011, with a further $500 million in the following 

two years, subject to satisfactory performance.

Dividends
KRG has not paid dividends since it returned to government ownership and no 

return to the owners is expected for some time.

Major investments

The rail network has been subject 

to significant investment in recent 

years. Projects completed or 

underway include double tracking 

on the Auckland Western line; 

Auckland network electrification; 

numerous freight track upgrades; 

bridge strengthening and 

replacement; and upgrade of track 

and traction power supplies in 

Wellington.

The first new locomotives for 

several decades have been 

ordered, along with new wagons.

New metro units for Wellington and 

Auckland are being procured. The 

ferry Aratere will be lengthened to 

increase Cook Strait capacity.

Non-financial performance

Key safety metrics for KRG are Lost 

Time Injury Frequency Rate (target 

5) and the Medical Treatment Injury 

Frequency Rate (target 39.5). 

Actual results were 6.3 and 42.8 

respectively.

Corporate social responsibility

KRG has a number of safety, 

sustainability and beautification 

objectives. 

KRG has been an ongoing 

supporter of the Chris Cairns 

Foundation, the Rail Heritage Trust 

and the Ferrymead Rail Museum. 

A wide range of other community 

activities are also supported from 

time to time.





CROWN 
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Crown Research Institutes

AgResearch: Life sciences 

research with emphasis on 

product development and 

commercialisation. Expertise in 

biotechnologies. 

Plant & Food Research: Research 

and development to add value 

to fruit, vegetable, crop and food 

products.

ESR: Public health, environmental 

health and forensic science. 

Chemical and microbiological 

contaminants, surveillance of 

diseases and hazards.

Scion: Forest and wood products 

industries, including biomaterials 

science, alternative species and 

plantation resources. Renewable 

materials and products from plants.

GNS: Geological resources, 

environmental and industrial 

isotopes and natural hazards.

IRL: Communication, information 

and electronic technologies, 

advanced materials and 

performance, intelligent devices 

and systems, biochemical 

technologies, energy technologies, 

complex measurement and 

analysis.

LandCare: Biodiversity and 

ecosystem processes, greenhouse 

gases and carbon storage, 

sustainable business and 

government, biosecurity and pest 

management, rural land use and 

urban environmental management.

NIWA: Sustainable management 

and development of New Zealand’s 

atmospheric, marine and freshwater 

systems and associated resources.

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

2006 2007 2008 2009 2010

Returns

TSR N/A (10.3)% 50.0% 6.4% 3.4%

Dividend yield N/A 0.1% 0.1% 2.1% 0.4%

Dividend payout 139.3% (11.5)% 1.7% 20.3% 4.9%

Adjusted ROE 7.4% 5.2% 5.6% 2.9% (3.2)%

Efficiency

ROCE 9.0% 8.1% 7.3% 4.3% 6.4%

Operating margin 9.5% 10.5% 11.3% 11.0% 12.9%

Leverage

Net gearing 0.0% 6.5% 0.9% 0.0% 0.0%

Interest cover 15.6 18.5 17.8 23.0 60.8

Current ratio 1.18 1.15 1.25 1.13 1.15

Other Five-year average

Dividend growth (43.8)%

Revenue growth 4.8%

Income statement

$millions 2006 2007 2008 2009 2010

Revenue 569 598 641 646 687

EBITDAF 54 63 72 71 88

NPAT 24 17 20 11 (12)

Balance sheet

$millions 2006 2007 2008 2009 2010

Total assets 483 520 669 696 716

Total liabilities 160 180 185 199 232

Commercial value* 284 255 393 419 431

Cash flow statement

$millions 2006 2007 2008 2009 2010

Operating activities (net) 54 38 64 86 85

Purchase of fixed assets 52 73 57 66 72

Dividends 18 0 0 9 2

Net cash flow 5 (9) 9 6 14

Notes:

* Valuation from the CRIs’ 2010 Statements of Intent



page | 91

Objectives
The high-level objectives for CRIs are set by the Crown Research Institute Act 

1992. The primary purpose of CRIs is to undertake research. The Act gives 

CRIs other “principles of operation”. They should: 

  conduct research for the benefit of New Zealand

  pursue excellence

  comply with any applicable ethical standards

  promote and facilitate the application of research and technology

  be a good employer, and 

  exhibit a sense of social responsibility.

The intent is that CRIs should apply commercial disciplines in their activities 

and be competitively neutral with private sector companies supplying similar 

services.

Each CRI faces different challenges as they operate in different sectors of 

the economy. The Statements of Core Purpose which were released by the 

Government on 16 November 2010 set out the strategic purpose of each CRI 

and the stakeholder groups they work with. 

CRIs are not expected to maximise profit but should cover their cost of capital. 

CRIs have low debt, sound cash reserves and a high degree of certainty over 

a large proportion of their revenue. Despite this, financial performance at a 

portfolio level is poor and, at present, does not meet the Government’s cost 

of capital. 

Guidance established by the CRI Taskforce is that each CRI should achieve a 

tailored rate of return, be financially viable, invest in new assets and be able to 

absorb risk.  

With the establishment of the Ministry of Science and Innovation (MSI), the 

primary responsibility for monitoring of CRIs is to transfer from COMU to 

MSI. COMU will maintain responsibility for its role in board appointments and 

governance advice, and maintain a secondary role on advising shareholding 

ministers on significant ownership and investment matters. 

Activities

CRIs were established in 1992 

from the Department of Scientific 

and Industrial Research and 

subsections of other departments.

CRIs perform research, and supply 

scientific testing and advisory 

services. Government funds for 

research are provided in a mix of 

contestable and non-contestable 

channels. Some CRIs also have 

significant amounts of commercial 

revenue from public and/or private 

sector clients. 
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ANNEXES

a  Abbreviations 

AGM – Annual general meeting(s) 

APR – Annual Portfolio Report 2010

CCMAU – Crown Company Monitoring and Advisory Unit 

CFIs – Crown financial institutions

COMU – Crown Ownership Monitoring Unit

CRIs – Crown research institutes

CFIs – Crown financial institutions

CSR – Corporate social responsibility

EBITDAF – Earnings before interest, tax, depreciation, amortisation and 

fair-value adjustments

EIB – Electricity Industry Bill

EBITDAF – Earnings before interest, tax, depreciation, amortisation and 

fair-value adjustments

FTE – Full time equivalent employee

FUM – Funds under management (see Financial Definitions)

FY2010 – Financial year 2010. For most companies this is the year 

1 June 2009 to 30 June 2010. Similarly FY2009, etc. In general, “year” 

refers to the financial year.

GDP – Gross domestic product

GFC – Global financial crisis

IFRS – International Financial Reporting Standard

NPBT – Net Profit Before Tax

NPAT – Net Profit After Tax (see Financial Definitions)

NZX – New Zealand Stock Exchange 

OEM – Owners Expectation Manual

ROCE – Return on capital employed (see Financial Definitions) 

ROE – Return on equity (see Financial Definitions)

SCI – Statement of Corporate Intent

SOE – State-owned enterprise

SOE Act – State-owned Enterprises Act 1986

SOI – Statement of Intent 

TSR – Total shareholder return (see Financial Definitions)



page | 93

b  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 Statement of Corporate Intent. 

Depreciation expense Depreciation expense per the profit and loss account. 

Dividend growth Change in dividends between FY2006 and FY2010. 
Negative if 2010 amount less than 2006 amount. Calculated 
as (2010dividend / 2006dividend)^(1/4)-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. 
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Term Definition 

Revenue growth Change in revenue between FY2006 and FY2010. Negative 
if 2010 amount less than 2006 amount. Calculated as 
(2010revenue / 2006revenue)^(1/4)-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. 

Measure Description Calculation 

Shareholder returns

Dividend payout Proportion of a SOEs 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. 

Net profit after tax/
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.

Net profit after tax 
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.

10 This measure is only applicable for Genesis, Meridian and Mighty River Power.
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Measure Description Calculation 

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.
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c  Board demographics

The breakdown of the Boards COMU is responsible for is as follows (note: 

2009 figures cover the 37 Boards that were monitored by CCMAU, the 2010 

figures cover the 48 Boards covered by COMU at the end of the year):

Table 9: Demographic Breakdown, as at 1 July 2009

Ethnicity Female Male Total

European 28.5% (60) 52.4% (110) 80.9% (170)

Maori 3.8% (8) 8.6% (18) 12.4% (26)

Pacific Peoples 1% (2) 1% (2) 1.9% (4)

Other/Unspecified 0.5% (1) 4.2% (9) 4.5% (10)

Total 33.8% (71) 66.2% (139) 100% (210)

Table 10: Demographic Breakdown, as at 30 June 2010

Ethnicity Female Male Total

European 25.9% (72) 51.4 (143) 77.3% (215)

Maori 2.9% (8) 5.4% (15) 8.2% (23)

Pacific Peoples 0% (0) 0.4% (1) 0.4% (1)

Other/Unspecified 4.2% (12) 9.8% (28) 14% (40)

Total 33% (92) 67% (187) 100% (279)

Table 11: Regional Distribution of Directors

Region At 30 June 2010

Northland 1.1% (3)

Auckland 33.3% (93)

Waikato 5.7% (16)

Bay of Plenty 3.6% (10)

East Cape 0.7% (2)

Hawkes Bay 2.9% (8)

Taranaki 0.4% (1)

Manawatu-Wanganui 1.8% (5)

Wellington 27.2% (76)

Nelson 2.2% (6)

Marlborough 0.7% (2)

West Coast 0.4% (1)

Canterbury 11.8% (33)

Otago 3.9% (11)

Southland 1.4% (4)

Overseas/Unknown 2.9% (8)
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