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Content of this report 
This report provides information on the following companies which CCMAU monitors through Vote 
Crown Research Institutes (CRIs).  These companies have historically been monitored on behalf of the 
Minister of Research, Science and Technology (for the CRIs and REANNZ), the Minister for Economic 
Development (for NZVIF) and the Minister for State Owned Enterprises (for NZFF Fund). 

CRIs 
• AgResearch 
• ESR 
• GNS Science 
• IRL 
• Landcare Research 
• NIWA 
• Scion 
• Plant and Food Research (company resulting from the merger of Crop & Food Research and 

HortResearch)1 
 

Others 
• NZFF Fund 
• NZVIF 
• REANNZ 
 

Structure of this report 
Part 1  CCMAU structure and role 
Part 2  Issues that require your immediate attention 
Part 3  CRI sector performance 
Part 4  CRI and REANNZ profiles 
Part 5  NZVIF profile 
Part 6  NZFF Fund profile 
Appendix A Glossary 
Appendix B 2008 CRI Operating Framework 
 
 

                                                 
1 From 1 December 2008 Crop & Food Research and HortResearch will merge to form Plant and Food Research.  For the 
purposes of this briefing, we will focus on the new merged entity rather than the two separate CRIs. 
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Part 1 CCMAU structure and role 
CCMAU is a semi-autonomous unit attached to the Treasury.  CCMAU has 20 staff, and this level has 
remained largely constant since 2000.  During this period the number and value of entities monitored 
have both increased. 
CCMAU provides services in the following areas: 
• ownership – advising on strategic and tactical issues, investment and diversification opportunities, 

restructuring issues, and the impact of policy positions 
• monitoring – reporting on business plans, company reports, performance against targets, and 

sectoral trends and benchmarking 
• Ministerial servicing – managing issues and drafting replies to correspondence, Parliamentary 

questions, and requests for information under the Official Information Act 1982 
• governance – identifying and screening potential directors, managing appointments and 

inductions, director training and governance best practice. 

The companies we monitor 
CCMAU monitors the performance of the following 38 Crown companies and entities: 
• 18 state-owned enterprises (SOEs) 
• eight Crown research institutes (CRIs) 
• two statutory entities (New Zealand Lotteries Commission and Public Trust)   
• four Crown entity companies (New Zealand Fast Forward Fund Ltd (NZFF Fund), New Zealand 

Venture Investment Fund Ltd (NZVIF), Radio New Zealand Ltd, and Television New Zealand Ltd) 
• four partly owned airport companies at Christchurch, Dunedin, Napier, and Invercargill (structured 

as council-controlled trading organisations) 
• Pacific Forum Line Ltd, a Samoan-registered company in which the Crown has a shareholding, 

and Research and Education Advanced Network New Zealand Ltd (REANNZ), a company listed 
on Schedule 4 of the Public Finance Act 1989. 

Our structure 
CCMAU has three sector-focused advisory teams. 
• Science & Innovation (S&I): The S&I team monitors eight CRIs and REANNZ on behalf of the 

Minister of RS&T, NZVIF on behalf of the Minister for Economic Development, and NZFF Fund 
on behalf of the Minister for SOEs (all under Vote CRIs). 

• Communications, Services & Infrastructure (CSI): The CSI team monitors 15 Crown companies 
and entities, and reports to six responsible Ministers.  These companies and entities include 
SOEs such as NZ Post and ONTRACK and other companies and entities such as Lotteries, 
TVNZ, Public Trust, the Crown’s four partly owned airports, and Pacific Forum Line. 

• Energy, Land & Environment (ELE): The ELE team monitors 12 SOEs which include energy 
companies (Genesis, Meridian, Mighty River Power, Solid Energy and Transpower) and others 
including Landcorp and MetService. 

These three teams are supported by a dedicated Appointments & Governance (A&G) team which 
makes recommendations to shareholding Ministers on board appointments for all companies monitored 
by CCMAU. 
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CCMAU’s modus operandi 
Company relationships 
The quality of our advice rests to a large extent on the quality of our relationship with the companies that 
we monitor.  Besides formal reporting, we have frequent interaction with Chairs, CEOs and CFOs and 
other senior managers such as the chief science officer or commercialisation manager. 
CCMAU officials do not attend board meetings, although some boards may occasionally invite officials 
to be present during parts of board meetings or annual business planning sessions, if required, to 
discuss issues or to provide an update on CCMAU’s work plan or events in Wellington that affect the 
companies which we monitor.  Such invitations are entirely at the discretion of each board. 
CCMAU visits CRI sites around New Zealand on a regular basis to get to know each company’s science 
activities in the field.   

Ministerial servicing 
CCMAU would expect to meet with you on a weekly basis.  These meetings aim to brief you or to seek 
your view on emerging or current issues.  There may also be infrequent occasions when it may be 
necessary to arrange urgent meetings to discuss issues that require immediate resolution.   
Besides regular meetings, CCMAU will provide a weekly ‘State of Play’ report to your office, copied to 
the office of the Minister of Finance (in his capacity as other shareholding Minister).  This report will 
provide an update on relevant issues and events during the past week. 
The current Output Plan Agreement between the Minister of Research, Science and Technology and 
the Executive Director of CCMAU for 2008/09 sets out the outputs that CCMAU will produce for 
Ministers under Vote CRIs.  We will provide you with a copy of the existing Output Plan Agreement, 
which you may wish to amend if necessary, to reflect your required outputs. 

Funding 
CCMAU receives its revenue through two votes: Vote CRIs and Vote State-Owned Enterprises (SOEs).  
CCMAU’s appropriation for 2008/09 is $3.690 million, of which Vote CRIs is $1.074 million.  CCMAU is 
also responsible for managing allocations from Vote CRIs for the remediation of contaminated CRI sites.  
A separate amount of $0.760 million has been set aside in Vote CRIs for this purpose.   

Key CCMAU contacts 
Murray Wright, Executive Director 
[withheld under OIA section 9(2)(a)] 
Steve Rich, Appointments & Governance Manager 
[withheld under OIA section 9(2)(a)] 
David Ryan, Manager – Science & Innovation 
[withheld under OIA section 9(2)(a)] 
Tina Walker, Senior Advisor – Science & Innovation 
Shiromani Jayasekera, Senior Advisor – Science & Innovation 
Bronwyn Woods, Advisor – Science & Innovation 

Secondee in Minister’s office 
CCMAU has historically covered a portion of the salary of a secondee from MoRST in the Minister of 
RS&T’s office, currently Joana Johnston.  We consider that this role is an important conduit between 
CCMAU and the Minister’s office, and we would be keen to maintain this link. 
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Part 2 Issues that require your immediate attention 
You will be required to address the following issues over the next three to four months. 

CRI Operating Framework 
It is the custom that the responsible Minister for CRIs sends a draft Operating Framework to CRIs in 
December or January each year (appended to this document is the 2008 Operating Framework).  The 
Operating Framework is a document that outlines shareholding Ministers’ general expectations for CRI 
financial and non-financial performance.  Its content is generally stable, although changes are made 
each year to clarify or reinforce expectations, where required.  We recommend that you continue this 
arrangement and can provide suggested content. 

Owner’s Expectation Manual (OEM) 
Shareholding Ministers have also issued an OEM (updated in 2007) which we will forward to your office 
separately.  Whereas the CRI Operating Framework outlines expectations regarding the role of CRIs in 
the science system and their particular activities, the OEM, on the other hand, focuses on the 
expectations placed on CRI boards with regard to governance, reporting requirements, and their role 
and responsibilities in general. 

2009 CRI visits 
It is also the custom that the responsible Minister for CRIs visits each CRI in January/February each 
year.  These visits are usually an opportunity to discuss strategic issues with the board and to get to 
know each company’s areas of science.  We consider that your early engagement with each CRI is 
important and recommend that you arrange to meet each board early in 2009.  If you agree, planning 
will need to commence shortly for the 2009 visits. 

Outlook letters 
The generic Operating Framework has also been accompanied recently by public company-specific 
addenda (2006 and 2007) or an ‘outlook letter’ (2008) outlining specific expectations for each CRI.  The 
outlook letters have included issues such as encouraging boards to achieve and maintain financial 
viability, improve collaborations, or divest non-core business activities.  
For 2009 we suggest that shareholding Ministers send out an outlook letter which we consider should 
comment on each CRI’s performance to date and future performance expectations.  We will provide 
suggested content for these letters following your visits to the CRIs.   
It has also been custom that an annual outlook letter is sent to the boards of REANNZ and NZVIF, and, 
again we recommend that this practice be continued. 

REANNZ financial viability 
REANNZ was formed in September 2005 with expectations that it would become financially self-
sustaining within four years of establishment, enabling the transfer of the Crown’s share in the company 
to the major user institutions.  These expectations have been found to be unrealistic and the company is 
requesting a [withheld under the OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)] equity injection to ensure its 
long-term viability, at least until 2015.  The company’s international connectivity contracts are due for 
renewal in September 2009.  Although REANNZ may have sufficient cash to renew the international 
network (or extend current arrangements for a year), it forecasts that it will not have sufficient cash to 
renew the national network contracts that expire in 2010.  Therefore, the REANNZ Board is requesting 
certainty in the form of a future capital injection from the Crown by February 2009 when it needs to go to 
market to renew or replace its international arrangements (actual funding will not be required until 
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2010/11).  The REANNZ Board will not be able to renew any international arrangements if it considers 
that the company will not have sufficient cash to renew the national network contracts in 2010. 
Officials are currently seeking further information from REANNZ with a view to preparing a budget bid 
for Budget 2009.  This budget bid is being considered within the context of an integrated approach to 
the government’s broadband capabilities. 

AgResearch redundancies 
For several years, AgResearch’s operating margins have been declining.  This is largely due to 
increasing costs, including increasing scientist salaries, and upgrading of facilities, which have not been 
matched by sufficient increases in revenue (AgResearch’s financial issues are discussed further below 
in the company profile section). 
In an attempt to better match costs with revenue streams, AgResearch commenced a process to seek 
voluntary redundancies in October 2008.  The outcome of this process, 20 voluntary severances 
identified, was announced on 31 October 2008.  While this will reduce costs to a certain extent, it is not 
enough to ensure AgResearch’s ongoing viability, and the company is now investigating targeted 
redundancies.  Decisions around the number and areas of these redundancies are expected to be 
announced in mid November 2008, to be effective before the end of the 2008 calendar year.  

Board appointments and governance issues 
One of the most significant areas where you can add value to the Crown company portfolio is in the 
selection of competent directors.  There is a standardised Cabinet-ratified process for this. 

CRIs and REANNZ 
The 2009 appointment round looms as a significant issue requiring your consideration.  There are 
currently 66 individual director positions across the eight CRI and REANNZ boards, and 23 come up for 
consideration in the first half of 2009 (including five of the Chairs).  This does not mean that you will 
necessarily be seeking 23 new directors, as a number of people will only be completing first terms, and 
you may wish to reappoint a number of them.  Depending on your wishes, we would expect that 
approximately 10-15 new directors will be required. 

NZVIF 
The members of this Board have historically been appointed by the Minister for Economic Development. 
Currently, there are four directors on the board of NZVIF, with the Chair (Sir John Anderson) having only 
joined the Board fairly recently (January 2008).  The usual contingent for this Board is five members.  
However, it was decided that, following the end of terms of two directors in August 2008 with only one 
being replaced at that time, the NZVIF Board would operate with four directors until June 2009.  
[withheld under OIA section 9(2)(a)].  Therefore, there are likely to be either one or two positions to fill 
on the Board in the first half of 2009. 

NZFF Fund 
The members of this Board have historically been appointed by the Minister for SOEs. 
The NZFF Fund Board has only recently been appointed and no new appointments are expected in the 
2009 appointment round.   
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Process 
We will begin to engage with you on the appointment round as soon as possible, particularly to seek 
your agreement to the process to be followed.  Although final decisions may not occur until closer to 
June 2009, there is considerable lead-in work involved in managing the process (especially for this 
number of appointments) and this will need to commence before the end of 2008 if possible.   
While we will provide more detail in due course, following are the key elements of a typical appointment 
round (following the process agreed by Cabinet in 1999) that CCMAU will administer on your behalf.  
This is essentially in chronological order, although the various strands may overlap. 
• CCMAU identifies forthcoming term ends and develops a skills profile and succession needs for 

each board. 
• Chairs advise preferences for succession. 
• The Minister agrees skills profile, and provides an early indication of likely reappointments. 
• The Minister calls for nominations from colleagues, and CCMAU from representative agencies 

(Te Puni Kōkiri, Ministry of Women’s Affairs, Ministry of Pacific Island Affairs, Office of Disability 
Issues, Office of Ethnic Affairs).  CCMAU advertises positions on its website.  Chairs asked for 
any nominees.  CCMAU reviews its database. 

• CCMAU compiles long lists of options (likely to be several hundred).  The Minister short lists 
those candidates to be interviewed. 

• Due diligence interviews conducted by chairs and CCMAU with short-listed candidates. 
• CCMAU recommends preferred candidates to the Minister, and final preferences are confirmed.  

The Minister conducts any final checks with colleagues. 
• CCMAU completes final reference checks. 
• The Minister takes candidates through the Cabinet Appointments and Honours Committee (APH), 

Cabinet and Caucus. 
• Decisions are confirmed – all involved are notified of outcome. 

Directors’ fees 
Ministers are required to approve the annual directors’ fee pool for each Crown company board (based 
on a Cabinet approved methodology).  We will provide advice in this regard in approximately May 2009 
for the following financial year. 

Attention on board appointments 
The make-up of the Crown company boards is public information, and changes generally receive 
attention.  Media, and other commentators, will occasionally criticise the make-up of the boards 
appointed by Ministers to the various companies and entities owned by the Crown.  Such comment has 
increased over recent months.  Criticisms often point to appointments that are perceived as ‘political’, or 
appointments perceived as being made for non-skills based reasons (such as being only for diversity 
reasons), and will occasionally call for a change in the way appointments are made, eg changing the 
decision point to lessen the influence of Ministers. 
From CCMAU's point of view, while the majority of the approximately 230 directors of the 37 active 
companies and entities we monitor have skills well aligned to the needs of their boards, there is always 
room for improvement.  Board appointments are the most direct involvement Ministers will have in the 
Crown companies.  If Ministers consider there is a problem, the answer is relatively straightforward - 
appoint experienced skills-based directors to the boards.  This does not need to be at the expense of 
diversity considerations and, indeed, the movements made by the Crown in this regard have received 
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positive mention from some quarters. 
There is no shortage of skilled candidates willing to serve on Crown boards, and CCMAU will ensure 
that Ministers always have a range of strong, well aligned, candidates for consideration for every 
position.  The ultimate decision, of course, rests with Ministers. 

Directors’ professional development  
Through a partnership with Massey University’s Graduate School of Business, CCMAU delivers periodic 
director professional development and networking programmes to both serving and aspiring Crown 
company directors.  We expect the next programme will be carried out early in 2009, and we hope to 
use this as an early opportunity for Ministers to engage directly with the boards. 

Genetic modification 
In August 2007, AgResearch made four related applications to ERMA to conduct wide-ranging genetic 
modification research of animals in scientific containment facilities, as a continuation and expansion of 
its transgenic livestock programme.  These applications are proving to be controversial, particularly as 
they are very general in nature.  Submissions on the applications closed on 31 October 2008 and ERMA 
has now begun work on preparing evaluation and review reports on the applications.  In early November 
2008 GE Free New Zealand filed High Court proceedings to try to prevent ERMA from considering the 
applications.  Depending on the outcome of these proceedings, ERMA is likely to hold a public hearing 
in early to mid 2009. 
Plant and Food Research also has an application currently being considered by ERMA for genetically 
modified onions.  ERMA was to make a decision in September 2008 but the decision has been delayed 
due to the unavailability of some of the panel members.   

Merger of Crop & Food Research and HortResearch 
This merger is expected to go ahead on 1 December 2008, at which time a new CRI – Plant and Food 
Research – will be formed. 
While we do not anticipate any need for you to take any action regarding the merger, there will be a 
variety of activities that will be undertaken by the new company over the coming months including the 
forming of a new senior management team and restructuring. 

Documents to be tabled in the House of Representatives 
Crown company annual reports, Statements of Intent (SOIs) and Statements of Corporate Intent (SCIs) 
are required, under the various acts, to be tabled in the House of Representatives.  Parliament 
dissolved before the NZVIF 2007/08 Annual Report, NZFF Fund 2008/09 SCI, and AgResearch 2008/09 
SCI could be tabled.  These documents will need to be tabled once Parliament resumes. 

Annual meetings 
All eight CRIs, NZVIF and REANNZ are likely to elect to seek a shareholder’s written resolution in lieu of 
shareholding Ministers’ attendance at an annual meeting, as permitted under Section 122 of the 
Companies Act 1993.  This process requires shareholding Ministers to sign a resolution by                    
31 December 2008 at the latest that lists each of the matters to be considered and approved by 
shareholders. 
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Part 3 CRI sector profile 
Financial performance 
The table below summarises the key financial and personnel data for each CRI for 2007/08.  

Table 1. 2007/08 financial and personnel data 

  Total 
assets 
($m) 

Equity 
($m) 

Revenue 
($m) 

Net 
surplus 
($m) 

Return 
on 
equity 
(%) 

Net 
gearing 
(%) 

FTEs 

AgResearch 246.3 193.5 148.6 3.0 3.0 6.1 934 
ESR 43.4 30.1 51.1 2.9 10.1 - 373 
GNS Science 40.3 19.6 54.5 1.3 7.1 21.4 333 
IRL 38.9 28.6 57.1 0.5 2.3 4.6 307 
Landcare Research 44.6 26.6 56.1 0.6 2.5 7.9 438 
NIWA 113.7 84.3 120.0 10.1 17.9 - 726 
Scion 32.4 23.6 41.9 1.1 4.8 - 317 
Plant and Food 
Research2 

109.5 77.7 113.5 0.5 0.6 - 807 

Total 669.2 483.9 642.7 20.2 5.7 0.9 4,235 

Revenue  
The CRIs’ revenue growth since inception has generally been in line with expectations, and a continuing 
upward trend is forecast.  Cumulative growth in total revenue is expected to be 23% over the three-year 
period from 2008/09 to 2010/11 compared with 2007/08.  This compares with 16% total actual revenue 
growth during the three-year period from 2005/06 to 2007/08. 
Several of the CRIs are forecasting relatively aggressive revenue growth over the three-year period.  
While most CRIs are in a good position to continue to grow revenues, some may struggle to meet 
revenue targets, particularly in 2008/09 as current economic conditions start to take effect.   
[withheld under OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)] 
 
 
 
 
Revenue mix 
CRIs source their revenue from a number of areas.  What is of interest is the changing breakdown in 
revenue as shown overleaf.     

                                                 
2 Plant and Food Research’s financial and personnel data is an amalgamation of the individual results for Crop & Food 
Research and HortResearch. 
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Figure 1. Change in actual and forecast revenue  
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While forecast to grow over the three-year planning period, the proportion of income through the public 
science funding system (from FRST and the CRI Capability Fund) is expected to reduce to 
approximately 43% by 2010/11, as the CRIs’ other revenue grows at a higher rate.  Other revenue, 
which includes mostly receipts from commercial fee-for-service work for public and private sector clients 
but also some revenue from commercialisation activities (for example, royalty income and the sale of 
goods and services) and income from the sale of assets, is forecast to grow by 31% over the three-year 
planning period. 
Central and local government income is included within other revenue and currently accounts for around 
18% of total CRI revenue.  This includes, for example, income from MFish for NIWA, MOH and New 
Zealand Police for ESR, and DOC and MAF for Landcare Research.  There is a general expectation 
that research spending from central government will remain static.   
As a result, CRI efforts are focused on growing revenue from private sector clients.  Another growing 
source of revenue is from commercialisation ventures.  Some of these ventures are already well 
established trading organisations, such as Landcare Research’s 100%-owned subsidiary, Sirtrack, 
which has a relatively stable client base and market presence.  However, other ventures operate in new 
product areas, often in overseas markets.  Revenue is likely to be volatile given the novelty of many of 
these subsidiaries’ products and services and the challenges associated with introducing new products 
into new markets.  Examples of such commercialisation revenue include the following CRI activities: 
IRL’s HTS-110 Ltd associate company (high temperature superconducting solutions), AgResearch’s 
fully owned Grasslanz Technology Ltd subsidiary (forage cultivars), and Plant and Food Research’s 
majority-owned GraceLinc Ltd subsidiary (food additives). 
Diversification has extended to international revenue.  This is growing as a source of revenue but only 
contributes around 5% of total CRI revenue and is not expected to rise significantly. 
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Returns at viable levels 
In line with the CRI Act, the CRIs are expected to be financially viable, which means that they must 
operate as successful going concerns and generate an adequate rate of return on shareholder funds.  
The target rate of return (or ROE) is 9% over the long term, which reflects the cost of equity calculated 
as the risk-free rate plus an appropriate risk premium.  While all CRIs recognise this target and strive to 
reach it, they have generally questioned the appropriateness of the target noting that they are required 
to deliver more than just a financial return to the shareholder.  Generally, the onus is on boards to 
ensure CRIs earn sufficient returns to remain viable over the long term to fully meet their financial 
commitments without recourse to the shareholder. 
Three CRIs - ESR, GNS Science, and NIWA - are forecasting an average return on equity that meets or 
exceeds the 9% target over the three-year period.  The other six CRIs have adopted or are developing 
strategies that will see them reach the 9% target over the longer term.  A major reason for the CRI 
sector not consistently reaching the 9% target RoE is that CRIs may, with shareholding Ministers’ 
consent, reinvest operating surpluses into discretionary areas such as commercialisation activities, 
support for university programmes and PhD students, or support for nationally significant collections and 
databases. 
The average RoE3 in the CRI sector is expected to fall from an actual result of 5.7% in 2007/08 to 3.1% 
in 2008/09, and then rise to 5% in 2009/10 and 5.5% in 2010/11.  Figure 2 below shows changes in the 
CRIs’ actual and forecast ROE. 

Figure 2. Change in actual and forecast return on equity 
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The lower forecast RoE figure for 2008/09, when compared with the previous and subsequent years, is 
largely affected by a forecast loss for AgResearch which has reduced the overall sector return 
significantly.  Excluding AgResearch from the RoE calculation, the CRI sector is forecasting a 6.0% 
return in 2008/09.  Forecast RoE has also been impacted by changes in the accounting treatment for a 

                                                 
3 RoE for the CRI sector is adjusted for the impact on equity values from NIWA and AgResearch valuing land and buildings 
at market value in line with International Financial Reporting Standards. 



Commercial: Sensitive Briefing to Incoming Ministers: November 2008 
 

  12 

number of items due to the new International Financial Reporting Standards which were implemented 
by the CRIs in 2007/08.  These changes have had the general effect of suppressing RoE. 

Dividends and debt 
Figure 3 below shows actual and forecast dividends and net gearing levels.   

Figure 3. Actual and forecast dividend and net gearing levels 
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The primary purpose of Crown ownership of the CRIs is not for dividend flows.  The high levels of 
dividends seen in previous years have primarily come from AgResearch and NIWA.  Both CRIs are no 
longer forecasting the same level of dividends as they engage in significant capital expenditure 
programmes.  This is a similar situation for the other CRIs which, in general, are forecasting increasing 
expenditure on infrastructure and reinvestment and, hence, no excess cash for dividend payments.  The 
peak in dividends paid in 2001/02 is due to shareholding Ministers at that time seeking dividends from 
the CRIs to partially fund NZVIF. 
We expect that debt levels will generally rise over time as the CRIs replace or upgrade buildings and 
other equipment while remaining within their net gearing target levels and maintaining appropriate 
interest cover.  There is not a sector wide net gearing target for the CRIs.  Instead, each CRI sets its 
own gearing targets, generally based on external capital structure reviews. 

Investment programmes 
Several CRIs have developed plans for new buildings or refurbishment of existing buildings over the 
next three years.  These programmes respond to CRI growth and the need for infrastructure to meet 
scientific requirements (for example containment facilities) and to offer an attractive working 
environment.  Examples include the following. 
• Plant and Food Research intends to upgrade its Mount Albert Research Centre in Auckland. 
• AgResearch is forecasting significant expenditure for buildings between 2008/09 and 2010/11.  

This includes the completion of buildings at Invermay to accommodate the relocation of the 
Reproduction team from Wallaceville and redevelopment of buildings at Lincoln which 
AgResearch acquired when it purchased Canesis in December 2006.  The company, however, 



Commercial: Sensitive Briefing to Incoming Ministers: November 2008 
 

  13

has not budgeted for the longer-term redevelopment of its Ruakura site, the cost of which is 
expected to be between $50 and $100 million.   

• While not currently planned for in its financial forecasts, IRL will need to invest a significant 
amount to either upgrade its current accommodation at Gracefield in Lower Hutt or to develop a 
new campus elsewhere. 

We expect that the need for building development will continue as the CRIs grow, their existing 
infrastructure starts to show its age, and regulatory and safety requirements and the internationally 
competitive market for scientific talent drives the need to offer improved working conditions.  Although 
the CRIs are expected to operate at an adequate level of return to ensure that they can afford their own 
capital expenditure through debt or internal cash flow, not all CRIs are in this position.  It is possible that 
some CRIs may consider approaches to shareholding Ministers for support at a future date. 

Non-financial performance and trends 
The CRIs are expected to produce results not only on a financial level but also in a non-financial 
manner.  Indeed, it is the public good nature of their activities which is a core reason for their continued 
Crown ownership.  This public good role includes contributing to New Zealand’s economic 
transformation, acting as a good employer, and acting in a socially, ethically, and environmentally 
responsible manner.  
In early 2006, a common set of indicators - Research Application Indicators (RAIs) - were introduced as 
a means to measure the non-financial performance of the CRIs, specifically their technology transfer 
activities.  These activities are in line with section 5(1) of the CRI Act which states that the CRIs should 
promote and facilitate the application of the results of their research and technological developments. 
The RAIs measure a range of indicators, including how the CRIs influence and engage their target 
sectors, the level of technology transfer that the CRIs have engaged in (ie scientific papers, licensing 
deals etc), and the actual impact of selected research results/technologies that the CRIs have applied or 
transferred. 
We now have two years of RAI reporting by the CRIs (2006/07 and 2007/08).  Combined with the 
knowledge that we gain in our other ongoing interactions with the CRIs, we are comfortable that the 
information presented through the RAIs indicates no significant deficiency in the CRIs’ client 
relationships or technology transfer activities.  Where there have been some results that have not met 
expectations (eg issues highlighted during customer surveys or relationships that need improvement), 
the CRIs have indicated that they will address these issues and we will use this information when 
discussing CRI client engagement strategies during the upcoming business planning round.   

Research application metrics 
Included in the suite of RAIs is a range of measures that are generic to all CRIs to analyse the various 
means of technology transfers.  Targets are set in each CRI’s SCI and are reported in the annual 
reports.  Performance across each of the measures by individual CRI is varied, and this reflects the 
individuality of each entity.  For this reason, we do not generally compare one CRI’s performance with 
another.   
These RAIs tell a good story about the performance and impact of the CRIs that cannot be captured in 
their financial performance.  While the indicators cannot capture the full story, they give a good overview 
of the level of activities that the CRIs are engaged in to transfer their technology and knowledge to their 
end users. 
Table 2 summarises the performance against these measures in 2007/08. 
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Table 2. CRI technology transfer performance 2007/08 

Indicator Performance 
Presentations on technical information 2,913 
Commissioned reports to users 2,777 
Publications on technical information 2,336 
Peer-reviewed articles 1,780 
New or improved processes, products or services 202 
Keynote and plenary presentations 172 
Licensing arrangements entered into 83 
Patents granted 35 
New joint ventures and formal associations 22 

Community relations and environmental practices 
The Operating Framework makes it clear that the CRIs are required to act in a socially, ethically, and 
environmentally responsible manner.  In our view, the CRIs generally do meet this expectation and all 
are active in many ways, such as communicating the value of science, working with Māori, and 
providing flexible working arrangements for their staff members.  The following are some specific 
examples of the CRIs’ broader community contributions and good employer behaviours. 
• IRL offers a summer student programme which gives around a dozen graduates a chance to 

spend up to 14 weeks working at IRL over the summer vacation.    
• GNS Science, with sponsorship from Shell New Zealand, developed a major national touring 

exhibition on fossils in 2007/08.  The 200 sqm exhibition has been seen to date by more than 
50,000 people at its first four venues, including many school groups. 

• ESR offers its staff flexible working hours wherever possible and many staff take advantage of 
this to suit their family needs.  Approximately 12% of ESR’s staff work part time. 

• Staff members at Landcare Research’s main Lincoln campus have contributed their time and 
expertise to the Lincoln Envirotown Trust.  Landcare Research staff members have provided free 
advice on promoting sustainable subdivision features and a low environmental footprint to help 
cope with forecast population growth.  

• AgResearch maintained its connections with the pastoral sector and wider community in 2007/08 
through being the Premier Sponsor at the 40th National Fieldays event and through participating 
in the South Island Fieldays at Waimumu and the Royal Show in Canterbury. 

• Landcare Research’s building at Tamaki, Auckland, is a leading example of sustainable design.  
The design incorporates synergies (rather than trade-offs) between economics, the natural 
environment, and people’s needs.  It has a very low level of energy and water use compared with 
other buildings with similar functions and it delivers those cost-saving features for the same 
capital cost of an equivalent conventional building.   

Collaboration 
The Operating Framework also makes it clear that the CRIs are expected to collaborate, both onshore 
and offshore.  CRI collaboration, which has typically been with other CRIs, universities, research 
associations and industry sectors and individual private entities, plays an important role in ensuring that 
resources are shared to develop the best outcomes.  The following are some specific examples of CRI 
collaborations. 
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• All nine CRIs, along with Victoria University of Wellington and the University of Canterbury, are 
members of the New Zealand Climate Change Centre, a virtual centre designed to ensure that 
New Zealand has a collaborative scientific approach to reducing greenhouse gas emissions. 

• The EnergyScape project, a collaboration involving NIWA, GNS Science, IRL, Scion, and CRL 
Energy, has transformed the disparate information on New Zealand’s energy system into a 
usable planning tool. 

• Landcare Research has established a professorial chair at Lincoln University to foster links with 
teaching and postgraduate development in environmental sciences. 

• In 2007/08, ESR opened the National Centre for Biosecurity and Infectious Diseases at 
Wallaceville (Upper Hutt) which brings together ESR, MAF, AsureQuality and AgResearch in a 
shared facility to provide scientific services for the protection of human biosecurity. 

• In 2006/07, AgResearch and Massey University collaborated to develop the Hopkirk Research 
Institute in Palmerston North, which brings together animal health scientists from both 
organisations to allow for a multidisciplinary approach to animal health issues. 

Overall, we believe that the CRIs generally perform at a high level of collaboration, at least at the 
scientist level.   However, contestability of funding can mean that collaboration is sometimes seen as 
less than desirable by some CRIs.  Collaboration is an expectation that we believe should be continually 
reinforced to the CRIs. 
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Part 4 CRI and REANNZ profiles 
The following pages provide a brief profile of each company.  This profile includes a brief analysis of 
their past performance and their future outlook and a review of current relevant issues. 
Each company has a 30 June balance date and two shareholding Ministers: the Minister of Finance and 
the Minister of Research, Science and Technology. 
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AgResearch Ltd (AgResearch)  

Company profile 

AgResearch is the largest CRI, with over 900 staff members and a focus on biological sciences.  The company 
directs its science to benefit the pastoral agricultural sector.  AgResearch focuses on three science and 
technology groups: applied biotechnologies, agriculture and environment, and food and textiles. 
Performance summary and issues 

AgResearch has a very clear, well communicated strategy.  However, its current performance is dominated by 
financial issues.  Following continually declining operating surpluses over the past few years, the company is 
attempting to turn its financial performance around, including making redundancies in the first half of 2008/09. 
Aside from the redundancies, AgResearch is also targeting fairly aggressive revenue growth, much of which is 
forecast to come from the Fast Forward programme.  The company’s ongoing financial sustainability is largely 
dependent on this forecast growth, and there is, therefore, a risk for the company if this growth is not achieved.   
[withheld under OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)]. 
On a non-financial level, AgResearch performs well across most indicators, including commercialisation and 
technology transfer, communication with stakeholders, and collaboration.  The company has been particularly 
successful in commercialising its research through a variety of means including licensing, and the creation of, 
and subsequent sale of spin-off businesses. 
One of the more significant areas of focus for AgResearch over the past few years (and continuing in the next 
three years) is to enhance its staff working environment, which includes a substantial upgrade of its campuses 
and a sustained effort to increase remuneration.  Its campus upgrades have been largely funded to date from 
the sale of surplus land.  [withheld under OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)]. 
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Key company data as at 7 November 2008 
Chair Sam Robinson (June 2011) CEO Dr Andrew West 
Deputy Chair Graham Fraser (June 2009) Head office Ruakura (Hamilton) 
Directors Dr Jane Adams (June 2010) Other main campuses  Palmerston North, Lincoln 
 Danny Chan (June 2011)  Invermay (Dunedin) 
 Richard Davidson (June 2009) Shareholding Ministers Minister of RS&T 
 Susan Huria (June 2011)  Minister of Finance 
 Andrew MacPherson (June 2011)   
 Dr Robert Welch (June 2009)   
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Institute of Environmental Science & 
Research Ltd (ESR) 
Company profile 

ESR provides science solutions in public health, environmental health and forensic services.  It delivers forensic, 
consulting and research services to public and private sectors, both in New Zealand and the Asia-Pacific region.  
Its major clients are the Ministry of Health, New Zealand Police, and the New Zealand Food Safety Authority.   
Performance summary and issues 

Although ESR has a strong core of key clients, this does present a risk to the company should funding from 
these clients reduce.  To respond to this reliance on key clients, ESR is aligning its business development 
activities to enhance business growth from its current science capabilities.  Growth in revenue from 
organisations such as Medsafe and pharmaceutical companies remains a key focus.  Another area in which the 
company may seek to secure commercial revenue is from workplace drug testing.   
ESR has received significant discretionary funding through the CRI Capability Fund and is using this funding to 
develop its new business areas.  On the other hand, ESR is concerned at the lack of FRST funding for forensic 
research to support its key forensic capabilities. 
Another major concern for ESR is the frequent need to respond to calls for tender by government departments.  
This requires significant time and effort (on the part of both ESR and the department) particularly in cases where 
ESR considers that it is the only potential supplier of the services sought.  This is a concern shared in general 
by other CRIs. 
Despite the concerns outlined above, we consider that ESR will remain stable and post reasonable growth in the 
near term as it explores new areas of business and revenue sources.  For example, a key achievement for ESR 
in 2007/08 was the establishment of the National Centre for Biosecurity and Infectious Disease (NCBID) at 
Wallaceville, with operational funding from the Ministry of Health.  NCBID has been set up to provide facilities for 
advanced research into emerging (human and animal) diseases and biosecurity.    
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Key company data as at 7 November 2008 
Chair Ian Wilson (June 2009) CEO Dr John Hay 
Deputy Chair Dr Garth Carnaby (June 2010) Head office Wellington 
Directors Prof Stephen Chambers (June 2010) Other main campuses  Auckland, Christchurch,  
 Dr Judith Johnston (June 2010)  Upper Hutt 
 Sharon Opai (June 2009) Shareholding Ministers Minister of RS&T 
 Dr Mere Roberts (June 2010)  Minister of Finance 
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Institute of Geological & Nuclear Sciences Ltd 
(GNS Science) 
Company profile 

GNS Science is New Zealand’s largest provider of geoscience and isotope science research and consultancy 
with three separate business groups: natural resources, natural hazards, and the National Isotope Centre.   

Performance summary and issues 

GNS Science consistently produces good financial results and makes regular small dividend payments.  In 
2007/08 GNS Science reported strong financial performance with revenue of $54.5 million, up from $51 million 
in 2006/07.  However, the company reported a net profit of $1.3 million, which was $1.7 million below plan.  The 
difference to budget was primarily due to budget figures including a gain of $1.8 million from the sale of the 
company’s former property at Seaview (Lower Hutt).  The sale has not yet proceeded as the property is still 
under consideration by the Office of Treaty Settlements.  In 2007/08 both the natural resources and natural 
hazards groups exceeded budgeted profit with the National Isotope Centre reporting profit below budget. 
A growing area of research focus for GNS Science is its research into the sustainable use of New Zealand’s 
resources including greater use of geothermal energy and hydrocarbon resources.   
GNS Science is continuing to develop and achieve growth with its GeoNet monitoring system (funded by EQC), 
which enables rapid and continuous reporting of earthquakes.   
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Key company data as at 7 November 2008 
Chair Con Anastasiou (June 2010) CEO Dr Alex Malahoff 
Deputy Chair Ross Butler (June 2009) Head office Lower Hutt 
Directors Dr Ellen Forch (June 2010) Other main campuses  Wairakei, Dunedin 
 John Hercus (June 2011) Shareholding Ministers Minister of RS&T 
 Sarah Schiess (June 2009)  Minister of Finance 
 Jane Taylor (June 2011)   
 John Walters (June 2010)   
 Mike Williams (June 2009)   
 



Commercial: Sensitive Briefing to Incoming Ministers: November 2008 
 

  21

Industrial Research Ltd (IRL) 

Company profile 

IRL provides research, science, and technology support to industry to enhance industry performance and add 
value to the New Zealand economy.  Its clients are involved in diverse areas of industry and manufacturing, 
from pharmaceuticals to communications technology, food production, and energy generation. 
Performance summary and issues 

2007/08 saw a significant improvement in IRL’s financial position, with an after-tax profit of $543,000.  This is a 
dramatic turnaround from the 2006/07 result of a $5.7 million loss, and builds on a 7% increase in operational 
revenue.  In December 2007, the government approved a $12.5 million equity injection for the company.  This 
injection is targeted towards assisting IRL to strengthen its physical infrastructure and to build its business 
development and commercialisation capability.  By 30 June 2008, the company had received $8 million of the 
injection, with the remaining $4.5 million invested in early November 2008. 
IRL’s future forecasts are encouraging, but much is dependent on the company delivering against its targeted 
results.  [withheld under OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)].  However, the company is putting increasing 
emphasis into re-engaging with the industrial sector to move from a ‘technology-push’ mentality to more of a 
‘market-pull’ philosophy.  We see this, along with reducing its heavy reliance on FRST revenue, as being key to 
the company’s performance continuing to improve. 
In September 2008 IRL received a $2.3 million injection from the Equity Investment Fund to invest in its 
commercialisation activities.   
IRL has a business unit (GlycoSyn) which provides drug discovery, process development, and cGMP 
manufacture of small molecules for pre-clinical and clinical trials to Phase 2.  IRL has previously sought external 
investment into the GlycoSyn facility, without a result.  The company may again seek external investment for the 
facility. 
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Key company data as at 7 November 2008 
Chair Dr Brian Rhoades (June 2009) CEO Shaun Coffey 
Deputy Chair Craig Stobo (June 2009) Head office Gracefield (Lower Hutt) 
Directors Michael Ahie (April 2010) Other main campuses  Auckland, Christchurch 
 Catherine Drayton (June 2011) Shareholding Ministers Minister of RS&T 
 David Henry (June 2010)  Minister of Finance 
 Dr Ian Parton (June 2011)   
 Maxine Simmons (June 2010)   
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Landcare Research New Zealand Ltd           
(Landcare Research) 

 

Company profile 

Landcare Research’s activities focus on enhancing the sustainable management of resources in New Zealand’s 
natural, primary-producing, urban and business environments.  Sirtrack, a 100%-owned subsidiary, supplies 
innovative tracking solutions to wildlife researchers around the world. 
Performance summary and issues 

Landcare Research’s financial performance for 2007/08 was very close to plan, with a net surplus of $632,000.  
Revenue from FRST and the CRI Capability Fund remained at a similar level to 2006/07, but the company saw 
good growth in its commercial revenues.  Sirtrack had a good year recording record sales, and the carboNZero 
programme continued to grow, including forming an international licensing agreement with UK-based Achilles. 
The carboNZero programme is a very successful, internationally recognised example of the environmental tools 
that are being developed by Landcare Research.  These tools are at the forefront of New Zealand’s response to 
climate change and reduction of greenhouse gas emissions.  The challenge for Landcare Research, however, is 
to capitalise on its success to date in these tools, and continue to grow revenues in this area. 
In June 2008 Landcare Research received a $2.5 million injection from the Equity Investment Fund to assist its 
commercialisation activities.  The company intends to use this injection [withheld under OIA sections 9(2)(b)(ii), 
9(2)(i) and 9(2)(j)] and to continue growth in carboNZero.   
Landcare Research’s 2008/09 forecasts indicate significant growth in revenue, both from its commercial 
operations – carboNZero and Sirtrack – and from its core research operations.  The company is, however, 
heavily reliant on central and local government for much of its non public-good research revenue and is, 
therefore, particularly subject to any changes to or reductions in government research spending. 
Landcare Research has approximately $9 million (16% of total revenue) of FRST contracts due for re-contest or 
renegotiation in 2010.  Achieving success in retaining these contracts (or securing new FRST contracts) will be 
critical for the company’s ongoing financial viability.   
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Key company data as at 7 November 2008 
Chair Jo Brosnahan (June 2009) CEO Dr Warren Parker 
Deputy Chair Anne Urlwin (June 2009) Head office Lincoln 
Directors Graeme Boyd (June 2011) Other main campuses  Hamilton, Palmerston North,  
 Alastair Lawrence (June 2010)  Auckland 
 Dr Robin Pratt (June 2011) Shareholding Ministers Minister of RS&T 
 Willie Te Aho (June 2009)  Minister of Finance 
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National Institute of Water & Atmospheric 
Research Ltd (NIWA) 
Company profile 

NIWA provides environmental research and consultancy services specialising in atmosphere and climate, coast 
and oceans, fisheries and aquaculture, and sustainable energy.  NIWA’s principal clients are central and local 
government agencies, although it is increasing its private sector revenue. 
Performance summary and issues 

NIWA has been a solid performer on many fronts.  The company is currently engaged in an extensive capital 
expenditure programme in several areas including aquaculture facilities, regional equipment, IT equipment, 
infrastructure, and new equipment for the research vessel, RV Tangaroa.  This programme, combined with 
economic conditions affecting commercial revenue generation, is expected to soften NIWA’s short-term returns 
(as shown by the RoE graph below), although returns will still remain at viable levels. 
NIWA is forecasting significant growth in its size, which poses a challenge with regard to workplace and 
workforce planning and the need to recruit a large number of new staff members.  Like all CRIs, NIWA has 
found this challenging and has had to recruit extensively from overseas while, at the same time, its own staff 
members are attracted away to other employers in New Zealand and overseas. 
NIWA’s research vessel, RV Tangaroa, is a key national asset which is the nation’s only dedicated oceans 
research vessel and the main platform for the multi-agency Ocean Survey 20/20 (OS 20/20) programme.  While 
operational funding for OS 20/20 purposes is available through LINZ, the programme still depends on the ability 
to derive annual funding for science programmes on the vessel, through either new budget appropriations or 
reprioritised expenditure from government clients.  [withheld under OIA sections 9(2)(b)(ii), 9(2)(i) and 9(2)(j)].  A 
longer-term issue remains the replacement of the RV Tangaroa which has a remaining useful life of at least 15 
years.   
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Key company data as at 7 November 2008 
Chair Sue Suckling (June 2009) CEO John Morgan 
Deputy Chair Craig Ellison (June 2010) Head office Auckland 
Directors Dennis Cairns (June 2011) Other main campuses  Hamilton, Wellington, Nelson,  
 Dr Graham Hill (June 2009)  Christchurch 
 Ed Johnson (June 2011) Shareholding Ministers Minister of RS&T 
 Dr Wendy Lawson (June 2009)  Minister of Finance 
 Helen Robinson (June 2011)   
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New Zealand Forest Research Institute Ltd 
(Scion) 
Company profile 

Scion has a plant-based biomaterials strategy, with research capabilities spanning three core themes: 
sustainable design, new forests and forestry science, and bioproduct development.   

Performance summary and issues 

In 2007/08, Scion’s financial results exceeded budget and results of the previous financial years.  Full-year net 
profit after tax was $1.1 million, which was $1.1 million above plan and $1.6 million higher than the year-end 
result in 2006/07.  After a tough time financially in recent years with approximately 15 redundancies in mid 2007, 
results are looking more favourable for Scion.  Much of its previous year’s unfavourable results were attributed 
to the Ensis joint venture with Australia’s CSIRO Forestry and Forest Products.  This was unwound during 
2007/08 and replaced with a collaborative agreement, which continues to build on the strong science 
collaborations formed through Ensis.   
The positive results for Scion are also attributed to its business strategy of developing capabilities and 
partnerships in sustainable land use, renewable energy and climate change, which are all growing areas of 
private and public interest and funding.  Forecast financial performance indicates a much more positive outlook 
for Scion with the company forecasting to remain profitable. 
Scion has been heavily involved in interacting with many thought leaders on the opportunities that New Zealand-
produced cellulosic biofuels and other bioenergy options provide.  These interactions are leading to an 
increasing recognition that cellulosic biofuels are a viable option for New Zealand.   
During 2007/08 Scion and the New Zealand forest industry formed Future Forests Research (FFR) to drive 
increased forestry research activity. 
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Key company data as at 7 November 2008 
Chair Dr Russ Ballard (June 2010) CEO Dr Tom Richardson 
Deputy Chair Bronwyn Monopoli (June 2010) Head office Rotorua 
Directors Peter Berg (June 2009) Other main campuses  Christchurch 
 Sheldon Drummond (June 2011) Shareholding Ministers Minister of RS&T 
 Dr Kathy Garden (June 2009)  Minister of Finance 
 Chris Insley (June 2011)   
 Michael Ludbrook (June 2011)   
 John R Palmer (June 2009)   
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New Zealand Institute for Plant and Food 
Research Ltd (Plant and Food Research) 
Company profile 

Plant and Food Research, formed from the merger between Crop & Food Research and HortResearch, will 
focus on production across the fruit, vegetable and arable sectors with research programmes to achieve nil 
detectable residues, biocontrol and integrated pest management systems, and pre- and post-border protection. 
Performance summary and issues 

Shareholding Ministers approved the merger of Crop & Food Research and HortResearch, effective from   
1 December 2008.  The high-level rationale for the proposed merger was primarily based on the combined 
strength in plant-based food research capabilities that are currently segregated in the two companies.   
The new CEO (formerly the CEO of HortResearch) is now appointing a senior management team and reviewing 
the company’s structure. 
The Board has been asked to provide an SCI and strategic plan for 2008/09 by 1 February 2009.  The new 
strategy is likely to be, in broad terms, a combination of the current Crop & Food Research and HortResearch 
strategies, although some focus on particular areas may lessen or increase.   
The financial projections below are taken from the financial projections provided in the merger business case 
(historical performance is a combination of Crop & Food Research and HortResearch data).  As with all 
mergers, however, it is possible that there may be some disruption over the short term while the new structure is 
put in place, which could affect scientific outputs and revenue generation. 
Unaffected by the merger are plans to spend $49 million or more spread over the next ten years on an upgrade 
of the Mount Albert Research Centre in Auckland (HortResearch’s main campus).  Shareholding Ministers have 
given their consent for this programme based on financial projections showing that the capital expenditure is 
affordable, or at least able to be scaled back or delayed if required. 
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Key company data as at 7 November 2008 
Chair Jim McLean (June 2010) CEO Peter Landon-Lane 
Deputy Chair Rodney Wong (June 2011) Head office Auckland 
Directors Paddy Boyle (June 2010) 

Janie Elrick (June 2011) 
Other main campuses  Lincoln, Palmerston North, 

Hawke’s Bay 
 Dr Richard Janes (June 2009) Shareholding Ministers Minister of RS&T 
 Professor Anna Koltunow (Nov 2009)  Minister of Finance 
 Dr Kevin Marshall (Nov 2009)   
 Jim Scotland (Nov 2009)   
   



Commercial: Sensitive Briefing to Incoming Ministers: November 2008 
 

  26 

Research and Education Advanced Network 
New Zealand Ltd (REANNZ) 
Company profile 

REANNZ owns and operates a high-speed telecommunications network for the New Zealand research and 
education sectors.  KAREN (the Kiwi Advanced Research and Education Network) allows and promotes 
collaborative activities between users within New Zealand and overseas who are on similar networks. 
Performance summary and issues 

All foundation members that committed to join KAREN have done so, signing three-year contracts that expire in 
December 2009.  Foundation members include CRIs, universities, and the National Library.  REANNZ is 
currently asking members to recommit for the 2010-2015 period as well as working on growing membership by 
targeting schools and institutes of technology and polytechnics. 
In the 2008 Budget the Crown committed $15 million to secure an additional trans-Tasman cable.  REANNZ is 
acting as the sole procurement agent for this initiative and will be the anchor tenant of the new cable.  The 
company has recently published the RFI for this project with a closing date of 24 November 2008.   
The major issue for REANNZ is its continued financial viability, as discussed earlier under issues that need your 
immediate attention. 

 

 

 

 

 

 

 

 

 
 

Key company data as at 7 November 2008 
Chair Dr Jim Watson (June 2009) CEO Donald Clark 
Deputy Chair Jane Taylor (June 2011) Head office Wellington 
Directors Prof George Benwell (June 2011) Shareholding Ministers Minister of RS&T 
 Dr Graham Hill (June 2011)  Minister of Finance 
 Carol Moffatt (June 2010)   
 Dr Rick Pridmore (June 2009)   
 Mike Riley (June 2011)   
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Part 5 NZVIF profile 
NZVIF has a 30 June balance date and two shareholding Ministers: the Minister of Finance and the 
Minister for Economic Development.  The company has a staff of seven, based in Auckland.   
NZVIF is funded by an appropriation through Vote Economic, Industry and Regional Development and 
receives some interest income.  Besides its own administrative costs, its other expenditure includes due 
diligence costs (for new programme funds and co-investment partners) and management fees paid to 
fund managers. 
NZVIF is responsible for two programmes:  the Venture Capital Fund (VC) programme and the Seed 
Co-investment Fund (SCIF) programme. 

VC programme 
Since 2001, NZVIF has been responsible for managing the VC programme.  This is a fund of funds 
which aims to invest $160 million of Crown funding, alongside funding from private sector co-investors, 
in a series of privately managed venture capital investment funds run by selected, experienced fund 
managers.  The VC programme is designed to increase the supply of capital to New Zealand-based 
innovative young companies and, over time, to accelerate the development of the venture capital market 
in New Zealand.  The goals of the VC programme are:  
• to accelerate development of the New Zealand venture capital industry by increasing the level of 

early-stage (seed, start-up and early-expansion) investment activity in the New Zealand market  
• to develop a larger pool of people in New Zealand's venture capital market with skills and 

expertise in early-stage investment  
• to facilitate the commercialisation of innovation from CRIs, universities and the private sector  
• to get more New Zealand businesses on paths to global success by increasing their access to 

international experts, networks and market knowledge. 
NZVIF does not make direct investments but invests through funds managed by fund managers 
appointed by NZVIF.  Thus, the Crown is insulated from investment decisions.  It is only when a fund 
manager informs NZVIF that it wishes to raise a fund’s exposure to an individual investee company, by 
way of a ‘follow-on’ investment, to above 20% of the fund in question, that NZVIF requires shareholding 
Ministers’ consent.  NZVIF meets quarterly with fund managers to discuss fund performance and the 
pipeline of future investments.  These meetings do not discuss strategies around individual investments. 

SCIF programme 
Since July 2005, NZVIF has also been responsible for the implementation and management of the SCIF 
programme.  Alongside funding from approved co-investment partners, NZVIF will invest $40 million of 
Crown funding in small- and medium-sized businesses which, because of their size and maturity, find it 
hard to attract venture capital funding.   
The key objectives of the SCIF programme are to enhance the development of angel investor networks, 
stimulate investment into innovative start-up companies, and to increase capacity in the market for 
matching experienced angel investors with new, innovative start-up companies. 
NZVIF co-invests with approved partners in investments at an earlier stage than the VC programme.  
The maximum initial investment is $250,000 in any one company or group of companies, although there 
is also the opportunity for follow-on investments in investee companies up to a further $250,000.   
The following page provides a brief profile of NZVIF.  This profile includes a brief analysis of its past 
performance and its future outlook and a review of current relevant issues. 
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New Zealand Venture Investment Fund Ltd 
(NZVIF) 
Performance summary and issues 

In 2007, NZVIF began investigating a new ‘fund of funds’ product for institutional investors, to try to grow the 
level of investment into New Zealand venture capital.  While the initial level of interest from institutional investors 
appeared reasonable, in October 2008 the company decided that, given the current negative global investment 
market and emerging economic conditions within New Zealand, the time was not right to be launching a new 
product.  This product is now on hold. 
The level of interest in venture capital in New Zealand has also made it difficult for fund managers to raise 
private investment to match NZVIF funds and it is becoming progressively harder to launch new funds.  This 
appears to be due principally to a relative lack of interest by institutional investors (as mentioned above), the fact 
that existing investors are now taking a ‘wait and see’ approach as they wait to see successes or failures 
emerging before they invest again, and the current economic conditions.   
In response to the challenges facing fund managers in raising capital, NZVIF has identified a range of design 
modifications to the VC programme that could assist in overcoming these issues.  One such modification was 
implemented in October 2008 - the introduction of a $15 million annex fund to allow for further follow-on funding 
for existing investee companies. 
A review of the VC programme is due to take place in 2009, and there is an additional $40 million of Crown 
capital conditionally allocated to NZVIF dependent on the outcome of this review. 
The SCIF programme continues to perform well, with significant investment activity made in 2007/08 and a 
number of high-quality partnerships initiated.  The SCIF programme parameters were amended in May 2008 to 
give NZVIF more discretion in allowing follow-on investments (but retaining the $500,000 maximum investment) 
and to increase the maximum cap for total investment through an individual investment partner.  It is intended 
that these changes will allow for greater flexibility in dealing with requests for follow-on funding and ensure that 
sufficient capital is available to firms to allow them to proceed through the early stages of their development. 

Programme performance (historical and forecast) 

 Actual 30/06/08 Forecast 30/06/09 
VC programme cumulative since inception 
Crown capital drawn down $54.5 million $62.3 million 
Net value of investments $41.2 million $40.1 - $44.3 million 
Number of funds invested in 6 7 
Amount committed by NZVIF to VC funds $86 million $100 million 
Companies receiving investments 45 48 - 54 
Deals from CRIs and universities 11 11 - 12 
Total amount invested through VC programme (incl private sector) $175 million $183 - $202 million 

SCIF programme since inception 
Co-investment partners 8 12 
Early-stage investments made 18 35 - 45 
Crown capital drawn down $5.1 million $13.3 million  

 

Key company data as at 7 November 2008 
Chair Sir John Anderson (June 2010) CEO Franceska Banga 
Deputy Chair Peter Taylor (June 2009) Head office Auckland 
Directors Anne Blackburn (June 2011) Shareholding Ministers Minister for Economic Development 
 Brian Mayo-Smith (June 2011)  Minister of Finance 
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Part 6 NZFF Fund profile 
The following page provides a brief profile of NZFF Fund.  This profile includes a brief analysis of its 
future outlook and a review of current relevant issues. 
NZFF Fund has a 30 June balance date and two shareholding Ministers: the Minister of Finance and the 
Minister for State Owned Enterprises. 
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New Zealand Fast Forward Fund Ltd  
(NZFF Fund) 
Company profile 

NZFF Fund was established as part of the Fast Forward initiative with responsibility for investing the Crown’s 
$700 million capital contribution, managing the investment income and meeting the establishment and operating 
costs of both itself and New Zealand Fast Forward Ltd (NZFF Ltd).   
Performance summary and issues 

NZFF Fund recently received shareholder approval for its first Statement of Intent (SOI) and Statement of 
Investment Policy and Objectives (SIPO). 
NZFF Fund has drawn down the Crown’s $700 million contribution and has entered a transitional arrangement, 
beginning on 7 November 2008, for an initial period of up to three months.  This has begun with the issuance of 
approximately $710 million of Treasury Bills to NZFF Fund through the New Zealand Debt Management Office.  
Over time, NZFF Fund will invest primarily in secure government securities consistent with its SIPO with selected 
fund management companies.  The fund manager selection process will commence shortly. 
NZFF Fund is currently negotiating a written funding agreement with NZFF Ltd for payment to NZFF Ltd of grant 
funds for investment and NZFF Ltd operating costs.  NZFF Ltd has been established as a separate company 
with the principal objective of delivering the Fast Forward initiative.   
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
   
Key company data as at 7 November 2008 
Chair Falcon Clouston (June 2011) CEO Neil Prichard (Company Manager) 
Deputy Chair Pip Dunphy (June 2011) Head office Wellington 
Director Guy Royal (June 2010) Shareholding Ministers Minister for SOEs 
   Minister of Finance 
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Appendix A: Glossary 
The following glossary provides a guide to some of the frequently used monitoring terms. 
 

Term Definition 
Asset revaluation Revaluation of an asset to its current market value.  This often (but not always) 

represents an increase compared with the ‘historical cost’ of an asset recorded 
on the balance sheet, ie the historical cost is the price paid when an asset was 
acquired. 

Balance sheet (or capital) 
structure 

This refers primarily to the proportion of debt or equity used to fund a company’s 
assets.   

Capital expenditure  Expenditure incurred in increasing a company’s fixed assets and investments.  
This could include, for example, land and buildings, vehicles, and equipment. 

Cost of (equity) capital The level of return required to compensate the shareholder for investing capital 
in a company, taking into account a company’s volatility and risk compared with 
alternative investments.   

CRI Capability Fund A devolved fund, established by the government and managed by MoRST, to 
provide funding for CRIs to maintain and invest in their scientific capabilities.  
The fund is $51 million for 2008/09.  Previously known as NSOF (Non-Specific 
Output Funding). 

CRI Operating Framework A document which previous Ministers have issued at the beginning of each 
calendar year which lays out expectations for the CRIs for the coming year.  This 
is a public document (available on CCMAU’s website). 

CSIRO Commonwealth Scientific and Industrial Research Organisation, Australia’s 
national science agency and a collaborator with many CRIs. 

Depreciation An expense designed to spread the cost of assets over their useful life.  It 
accounts for the loss of value of an asset over its estimated life.  

Earnings before interest 
and tax (EBIT) 

Earnings before interest (earned and paid) and tax.  It excludes any unusual or 
non-recurring items and, therefore, is a key indicator of underlying profitability.  
Very similar to operating profit, but operating profit includes interest received and 
paid. 

EBIT margin EBIT divided by operating revenue, expressed as a percentage.  This shows the 
level of expenditure required to generate sales.   

Economic value added 
(EVA) 

Estimated returns in value-added terms rather than accounting profit.  Includes a 
charge on capital invested and adjustments to accounts to reflect their changes 
in value.  

Equity (or shareholder 
funds) 

The money that shareholders have invested into a company at the time that it 
was formed or subsequently.  Profits are added to shareholder equity, while 
losses are taken out. 

Equity Investment Fund 
(EIF) 

A source of equity investment from shareholding Ministers to CRIs to invest in 
their commercialisation pipelines.  It is available for CRIs with commercialisation 
projects and which are capital-constrained, ie unable to obtain alternative 
funding for commercialisation.  Managed by the Commercialisation Steering 
Group (made up of officials from CCMAU, MoRST, and the Treasury). 

Equity ratio Shareholder equity as a percentage of total assets at balance date.   
Fixed assets Generally plant, equipment, land and other ‘physical’ assets. 
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Term Definition 
Foreign exchange 
gains/losses 

The positive or negative difference on a transaction as a result of a movement in 
foreign exchange rates.  For example, a company may make a loss on a service 
that it provides and invoices to an overseas customer in a foreign currency if the 
exchange rate moves making the amount converted back into NZ$ lower than 
expected 

FRST Foundation for Research, Science and Technology 
Gearing ratio Ratio of debt (liabilities on which a company is required to pay interest) to debt 

plus equity.  Expressed as a percentage. 
Interest cover ratio Ratio of EBIT divided by interest expense.  This shows the ability of a company 

to pay the interest on its debt from its operating profit.  A higher ratio means that 
profit is sufficient to cover interest and, therefore, indicates a lower risk for the 
providers of debt such as banks. 

International Financial 
Reporting Standards 
(IFRS) 

From 1 January 2007, New Zealand adopted International Financial Reporting 
Standards.  These have resulted in changes to the treatment of certain items in 
financial statements to bring New Zealand reporting in line with reporting in other 
countries. 

KAREN Kiwi Advanced Research and Education Network, a high-speed, high-capacity 
internet network managed by REANNZ. 

Liquidity A measure of short-term cash available to meet short-term debts. 
Marsden Fund A contestable fund, established by the government and administered by the 

Royal Society of New Zealand, which invests in fundamental research.  Funding 
in 2008/09 is $48 million. 

MoRST Ministry of Research, Science and Technology 
NCBID The National Centre for Biosecurity and Infectious Disease at Wallaceville 

(Upper Hutt) which brings together ESR, AgResearch, MAF (Biosecurity New 
Zealand), and AsureQuality to provide a centralised coordination and emergency 
response for disease outbreaks, biosecurity investigations, and chemical and 
biological threats and events. 

Net debt Interest-bearing liabilities less cash.  This shows the ‘true’ debt position of a 
company once cash reserves are used to reduce debt. 

Net profit after tax (NPAT) The ‘bottom line’ once all revenue and expenditure has been accounted for.  
This is the amount left over from which dividends can be paid. 

Net gearing ratio Similar to the gearing ratio above, although cash is taken out.  Therefore, it is 
the ratio of debt (liabilities on which a company is required to pay interest) less 
cash to debt less cash plus equity.  Expressed as a percentage. 

Net present value (NPV) The value in today’s terms of a future stream of cash flows from an investment, 
calculated at a certain discount rate.  A positive NPV is generally required to 
support the business case for an investment. 

Operating margin Operating profit divided by total revenue, expressed as a percentage.  A higher 
number indicates higher underlying profitability.   

Operating profit Earnings before tax and unusual or non-recurring items.  Differs from EBIT by 
the inclusion of interest income and expenditure. 

Operating revenue Income from a company’s ‘routine’ activities.  Generally excludes items such as 
the sale of assets and investment income. 

Research application 
indicators (RAIs) 

Non-financial performance indicators which measure the CRIs’ technology 
transfer and sector engagement activities. 
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Term Definition 
Return on assets Earnings before interest and tax (EBIT) divided by average total assets, 

expressed as a percentage.  The higher the number, the better the return as it 
shows that the company’s assets are being put to good use to generate a return. 

Return on equity Net profit after tax divided by average shareholder equity, expressed as a 
percentage.  A higher number indicates higher returns. 

Science New Zealand An incorporated society which represents the CRIs.  It is funded by the CRIs.  
Formerly known as ACRI (Association of Crown Research Institutes). 

Statement of Corporate 
Intent (SCI) 

This is a document for CRIs and SOEs, which outlines a company’s high-level 
strategy and forecasts for the next three years.  It is a public document and is 
tabled by shareholding Ministers in the House of Representatives. 

Statement of Intent (SOI) For non-CRIs and non-SOEs, the SCI is known as an SOI. 
Working capital Short-term deposits, debtors and inventories, less creditors and short-term debt.  

This indicates generally how much a company currently has available to invest 
in its growth. 
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Appendix B: 2008 Operating Framework for Crown 
Research Institutes (CRIs) 

 
1. Introduction 
 
1.1 Each year, shareholding Ministers lay out their expectations for the CRIs for the coming year in 

the form of the Operating Framework.  This is the 2008 Operating Framework.  Shareholding 
Ministers will assess the performance and actions of the CRIs against the expectations in this 
Operating Framework. 

 
2. The policy environment 
 
2.1 The government’s overarching objective is to transform the New Zealand economy and society 

towards a more knowledge-based and innovative future.  The Economic Transformation 
Agenda and its predecessor, the Growth and Innovation Framework, provide the strategic 
direction in progressing the goal of moving New Zealand’s economy into the top half of the 
OECD.  Other documents support that strategic direction, including the recently consulted New 
Zealand Research Agenda.  Science and technology continue to exert increasing influence, to 
assume greater importance to the economy and society at large, and to receive growing 
attention.  These trends will continue. 

 
2.2 Over the past eight years, many new initiatives relevant to science and technology have sought 

to advance the Economic Transformation Agenda, and some initiatives from even earlier times 
have been embraced and advanced.  It is a long list, across the research, science and 
technology, tertiary education and economic portfolios, as well as immigration, agriculture and 
forestry, fishing, telecommunications, finance, commerce and inland revenue portfolios.  In 
addition, there have been substantial changes within the private sector.  The totality of these 
changes has been significant; equally, no-one suggests that they are yet sufficient. 

 
2.3 The importance of sustainable development to New Zealand, and our understanding of how to 

progress the concept, has also markedly advanced.  Sustainability is now firmly embedded in 
our direction of travel, and will remain so.  Primary production has continued to assert its role as 
the engine room of our economy and we have also seen a rapid emergence of the role of Māori 
capital and of Māori involvement in general in our innovation system. 

 
2.4 This broad policy environment is unlikely to change over the next twelve months.  That said, 

some existing or nascent initiatives will be advanced, in some cases a lot. 
 
2.5 The three key innovation portfolios have recently been grouped with one Minister, for the first 

time. 
 
3. Why the government owns CRIs 
 
3.1 CRIs represent an internationally unusual construct, which is necessarily multi-faceted in its 

aims.  The government owns and invests in CRIs because of the strategically critical role they 
play in translating research into benefits for New Zealand – benefits such as more innovative 
and competitive firms, enhanced environmental sustainability, and better informed public policy.   
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3.2 CRIs have a critical and increasing role in the development of the New Zealand innovation 
system.  They contain strategically important research skills, often uniquely, in efficient and 
effective institutional forms.  They maintain and enhance capability in existing and new areas of 
economic, environmental and social importance. 

 
3.3 Ministers have the following expectations of CRIs: 

• to act as strategic partners with government and to pay close regard to government policy 
• to pay close attention to existing and emerging national needs in their own strategic 

planning 
• to maintain strong links with the sectors to which they are aligned 
• to lead and inform debate and to offer policy refinement, in areas where they have 

expertise. 
 
3.4 As CRIs continue to grow and mature they will continue to become more different from one 

another in their funding sources, their modus operandi and strategic outlook.  Ministers 
welcome this increasing diversity. 

 
3.5 Whilst the government has placed substantial emphasis on the importance of commercialising 

technology, and will continue to do so, it is the public good aspects of CRI capability in particular 
that make public ownership both sensible and vital. 

 
3.6 CRIs have obligations to their staff, around 60% of whom choose to be members of the PSA.  

The government and the PSA have had, for eight years, an agreement known as Partnership for 
Quality.  It is a mature, functional relationship.  Shareholding ministers expect the aims of the 
agreement to be evidenced in the principles of engagement, good faith and respect.  This is 
best assured by the development of a formal agreement between a CRI and the PSA that sets 
out the means and nature of engagement including a work programme. 

 
4. Government investment 
 
4.1 When the CRIs were established in the early 1990s a policy imperative was to increase 

flexibility, and funding was therefore very substantially contestable.  Additionally, the CRIs were 
invited to increase their private sector business and have done so with considerable success.  
However, this flexibility may have been at the expense of stability or the maintenance and 
enhancement of capability.  As time passed it became apparent that we needed to alter the 
balance of investment mechanisms, or accept sub-optimal capability. 

 
4.2 This has been the origin of a range of changes, including the introduction of capability funding 

(including backbone funding), the move to longer-term outcome-based investment and the role 
of negotiation for some of the nation’s science, particularly where there is an emphasis on 
public good. 

 
4.3 Governors and managers of CRIs have adapted quickly to these investment changes.  

However, it is not clear to shareholding Ministers that CRIs have necessarily completed their 
adaptation, given that many investment and disinvestment decisions are now internalised within 
the company. 
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4.4 Shareholders urge CRIs to satisfy themselves that they have very good processes in place to 
manage this increase in responsibility.  This may involve, for example, focus of a CRI’s activities 
on fewer fronts. 

 
5. Intellectual property (IP) and commercialisation 
 
5.1 Ministers continue to hold the strong view that directors should pay as much attention to the 

company's IP as they do to human and physical capital. 
 
5.2 Several obligations on directors thus arise. 
 

• The IP policy of the company should be kept under active review.  For the avoidance of 
doubt, Ministers are comfortable with policy that allows an individual or group of employees 
to materially benefit from their intellectual contribution.   

• The IP portfolio of the company should be continually identified and managed. 
• The commercialisation of IP is a company function, and can take one of many pathways, 

but CRIs should not ordinarily be long-term majority owners of commercial ventures. 
• Whilst commercialising IP may entail assisting an existing private sector entity, or even 

incubating a new entity, CRIs should not provide their IP at a devalued rate that makes it a 
hidden subsidy for private entities. 

 
5.3 Obligations on the government also arise. 
 

• Commercialisation may stress a company's balance sheet.  The Equity Investment Fund 
has been created and is responding to well developed proposals to address that stress. 

• The government has an obligation to continue to identify and eliminate impediments to the 
efficient commercialisation of IP from CRIs, as seen, for example, in recent changes to the 
Pre-Seed Accelerator Fund to allow an increased proportion of commercialisation funding 
to come from government. 

 
5.4 In commercialising CRI technologies, wherever possible the chosen pathway should be in the 

company’s interest and New Zealand’s interest simultaneously, particularly where international 
transactions are involved.  CRIs should be guided by the following criteria.  They should: 
 
• partner effectively with industry as early as possible 

• maximise wider benefits to New Zealand 

• aim to ensure ongoing earnings to New Zealand 

• aim to anchor within New Zealand any technology transferred 

• consider wholly owned subsidiaries where industry partners are not immediately available, 
with a view to seeking such partnerships downstream as the business consolidates.  
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6. Collaboration 

Onshore 
 
6.1 Interconnectivity lies at the heart of a successful innovation system.  Conversely, introversion 

and a company-only focus are costly to New Zealand. 
 
6.2 Ministers acknowledge the many collaborative successes of CRIs over recent years: with other 

CRIs, with universities, with research associations and with industry sectors and individual 
private entities.  The New Zealand innovation system is starting to thicken.  CRIs have often 
been the change agents in such collaborations.  Linkages between CRIs, firms, and tertiary 
education institutes are extremely important and the CRIs are encouraged to work to increase 
the rate at which knowledge is applied for New Zealand benefit. 

 
6.3 One opportunity for collaboration which the CRIs are using well is the role of CRIs as 

supervisors of post-graduates.  As PhD student numbers climb quickly, CRIs are encouraged to 
continue to fulfil this role. 

 
6.4 A second, substantial opportunity for collaboration, or for business per se, is the forthcoming 

taxation changes to R&D.  Shareholders expect CRIs to be well familiar with these changes but 
it is worth underscoring the amount that the Inland Revenue Department expects to forgo for 
this 15% tax concession.  It is $630m over four years, on a rising profile. 

Offshore 
 
6.5 Science and technology continue to internationalise.  Whilst strong international collaboration at 

the investigator level is the norm, institutional collaboration and governmental collaboration are 
sometimes less advanced.  CRIs should, therefore, continue to seek opportunities for 
international collaboration. 

 
6.6 Australian, North American and European collaboration is now becoming more material at the 

institutional and national level, and there are growing links with Korea, China and Japan.  
Similarly, international investor interest is increasing, as is the use of international advisers by 
institutions, though the latter may yet be underutilised. 

 
7. Performance 
 
Non-financial performance expectations 
 
7.1 While financial viability is an underlying requirement for the CRIs, their contribution to New 

Zealand’s economy, society and environment is the fundamental reason for continued public 
ownership.  Achieving, measuring, and reporting on aspects of non-financial performance such 
as (but not limited to) science excellence, good employer practices, and technology transfer 
activities is expected.  

 
Financial performance expectations 
 
7.2 CRIs were established to operate commercially, in a commercial model.  CRIs should, 

therefore, ordinarily achieve a rate of return at least equivalent to their cost of equity.  Few do 
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so, consistently.  Directors should note this, because the reason for such a target is to maintain 
the integrity of the company.  CRIs are an integral part of New Zealand’s institutional fabric. 

 
7.3 That said, CRIs may, and do, seek extraordinary strategic investments that lower their rate of 

return for temporary periods.  
 
7.4 In summary, Ministers ordinarily expect a rate of return at least equivalent to the cost of equity, 

but are open to receiving business plans that achieve less than that, extraordinarily.  Either way, 
Ministers expect complete financial transparency.   

 
7.5 With regard to debt levels, Ministers expect CRIs to carry out an externally endorsed review to 

identify a tailored capital structure target dependent on each company’s risk/return profile, and 
to update that target as the company’s profile changes materially.  Failing such a review, 
Ministers expect CRIs to structure their balance sheets to achieve a net gearing ratio of 30% 
(subject to one month's cash operating expenses), as long as a minimum interest cover of 3.0 is 
maintained.   

 
7.6 If a CRI seeks to internally reinvest in science, it is welcome to do so as long as shareholding 

Ministers are advised in advance and agree (this can be achieved through the annual strategic 
planning round), and so long as that investment itself does not jeopardise the company’s long-
term viability.  Indeed, reinvestment is expected to result, in the long term, in genuine returns to 
the CRI and to the wider economy.  Some high-risk reinvestment is, nonetheless, particularly 
welcomed, as long as boards have excellent processes in place to manage risk, including exit 
strategies where projects have little chance of success. 

 
7.7 When companies have no clearly identified sound investments they should forecast the 

payment of a dividend to shareholders to maintain their expected capital structure.  Dividends 
will be retained within the innovation system, including to augment the Equity Investment Fund 
for CRIs. 

 
7.8 That said, the Crown does not own CRIs in order to generate dividend flows.  If the board has 

sound investment opportunities they should be progressed. 
 
 
 
 
Hon Pete Hodgson 
Minister of Research, Science and Technology 
March 2008 
 


