
SOUTH WAIRARAPA DISTRICT COUNCIL  

14 DECEMBER 2011 
   
 

AGENDA ITEM C5 
 

CIVIC ASSURANCE CAPITAL RAISING 
 

Purpose of Report 
To obtain approval for South Wairarapa District Council to purchase an 
additional 38,965 shares in the New Zealand Local Government Insurance 
Corporation Ltd (“Civic Assurance”). 

Recommendations 
Officers recommend that the Council: 

Receive the information. 

Agrees to the resolution being put to Civic Assurance’s shareholders at its 
Special General Meeting on 16 December 2011 (or any adjournment 
thereof) that in accordance with clause 2.1.1 of its constitution, Civic 
Assurance undertakes the Rights Issue, Placement and Shortfall Offer 
whereby Civic Assurance issues up to 7,206,790 new shares for a 
consideration of $0.90 per new share. 

Agrees to the resolution being put to Civic Assurance’s shareholders at its 
Special General Meeting on 16 December 2011 (or any adjournment 
thereof) that clause 2.1.2 of its constitution is deleted and that a new clause 
2.1.2 is inserted as follows:  “Section 45(1) of the Act does not apply to the 
issue of shares in the company.” 

Subscribes to Civic’s share offer for the rights issue and placement for 
38,965 shares.  The investment will be $35,068.50. 

Rejects Civic’s Shortfall Offer for an additional 36,052 shares.  

Authorises the Chief Executive to appoint and instruct a representative or 
proxy to vote at the Special General Meeting (or any adjournment thereof) 
in accordance with resolutions 1 and 2 above. 



1. Background 

New Zealand Local Government Insurance Corporation Ltd (“Civic 
Assurance”) have called a Special General Meeting to discuss: 

• Issuing up to 7,206,790 new shares 
• Raising additional capital through a “rights issue” 
• Raising further capital through a new share purchase plan 

“placement” 
 
The rationale for raising this additional capital is to strengthen Civic’s 
balance sheet, which will improve the credit rating to the extent it will be 
able to re-enter the local authority property insurance market 

SWDC currently holds 29,695 shares out of total issued 6,390,790, or 0.4% 

2. Discussion 

The following draft paper has been received from Civic Assurance. The 
paper has been left in draft form as it sets out all issues, however the final 
recommendations above are not identical to those included in the draft 
paper below. 

2.1 Draft Paper 

2.1.1. Background 
Council holds 26,965 ordinary shares in New Zealand Local Government 
Insurance Corporation Ltd (trading as Civic Assurance).  Following the large 
claims cost from the Christchurch earthquakes (costing Civic three 
deductibles of $3.6 million each – the rest being covered by reinsurance), 
Civic Assurance wishes to raise extra capital.  To do this Civic is holding a 
Special General Meeting on 16 December 2011 at which shareholders will be 
requested to approve:  

1. A change to Civic Assurance’s constitution by replacing clause 2.1.2, 
which seemingly says (it is ambiguous) that section 45(1) of the 
Companies Act applies, with a clause that says that section 45(1) of 
the Act does not apply.   The change is required to allow the 
placement offer.   Note: Civic’s shareholders will still be protected by 
clause 2.1.1, which requires changes to its share capital to be 
approved by a 75% majority, and that changes to Civic’s constitution 
require the consent of the Minister of Finance under the Municipal 
Insurance Act 1960.  Consent from the Minister of Finance to make 
this change has been obtained. 

2. The issue of up to 7,206,790 new shares in a rights, placement and 
shortfall offer to existing shareholders at $0.90 per share. 

 
It is recommended that the Council approves the following resolutions:   

 



1. That the Council votes in favour to the resolution being put to Civic 
Assurance’s shareholders at its Special General Meeting on 16 
December 2011 (or any adjournment thereof) that in accordance with 
clause 2.1.1 of its constitution, Civic Assurance undertakes the Rights 
Issue, Placement and Shortfall Offer whereby Civic Assurance issues 
up to 7,206,790 new shares for a consideration of $0.90 per new 
share. 

2. That the Council votes in favour to the resolution being put to Civic 
Assurance’s shareholders at its Special General Meeting on 16 
December 2011 (or any adjournment thereof) that clause 2.1.2 of its 
constitution is deleted and that a new clause 2.1.2 is inserted as 
follows:  “Section 45(1) of the Act does not apply to the issue of 
shares in the company.” 

3. That the Council subscribes to Civic’s share offer for the rights issue 
and placement for 38,965 shares.  The investment will be 
$35,068.50. 

4. That the Council applies under Civic’s Shortfall Offer for an additional 
36,052 shares for an investment of $32,446.67.  [These figures have 
been used for illustration only.]  If Civic’s Shortfall Offer is fully 
subscribed and Council gets its full allocation, then this would take 
the percentage of Civic’s shares held by the Council from 0.42% to 
0.75%. 

3. Options 

3.1 Option 1 
Option 1 is to do nothing – not participate in any of the capital raising 
options. 

This option is not recommended, the key reason for not recommending 
this option is that the Local Authority insurance market needs competition. 

The additional capital Civic is seeking will strengthen its balance sheet, 
which will in turn allow it to re-enter the local authority property insurance 
market. 

We have seen “supernormal” increases in premiums due to the fact that 
there is no competition in the market. 

We had anticipated a significant increase due to the Canterbury events; 
however the premiums rose to an even higher level (supernormal) than 
would have been attributed solely to that event due to the lack of 
competition. 

3.2 Option 2 
Only participate in the “rights issue” aspect of this proposal. 

This is the recommended option. 



This option is recommended as the key outcome from this exercise is to 
strengthen Civic’ balance sheet to the extent it can participate in the local 
government property market, thus creating competition.  

The cost of this option is $35,068.50, being 38,965 shares at $0.90 per 
share. 

This is the least cost option where we can ensure Civic return to the market. 

There is a risk, that even if the capital is raised, the credit rating agencies 
do not lift Civic’s rating to a level that would allow it to re enter the market. 
This question was put to Tim Sole; Chief Executive of Civic Assurance, Tim’s 
response is below: 

“I am as confident as I can be that raising the $6.486M will achieve the 
increase in credit rating sufficient to allow Civic to re enter the property 
market.” 

Another key reason for recommending participating in the purchase of 
additional shares is that the cost over time will be neutral or positive. While 
it is virtually impossible to ascertain the “supernormal” increase in 
premiums, it could well be many thousands of dollars, and over time I am 
confident the cost will be recovered.  

3.3 Option 3 
New Share Purchase. This option is the not recommended, simply due to 
the cost of exercising this option, which is in addition to the rights issue. 

The cost of this option will be up to (we can purchase lesser amounts) 
36,052 shares at $0.90c = $32,446.67. 

A further reason for not recommending this option is that the fundamental 
goal of this capital raising exercise is to raise the credit rating from B++ to 
A-, and this should be achieved through the “Rights Issue”. 

Note however that if all other LA’s take up the share purchase plan, and 
SWDC does not take up the New Share Placement, then SWDC proportion of 
shares will diminish. 

In reality this will have no practical effect, as our existing 36,052 shares 
represent only 0.4% of total issued shares. 

4. Financial Considerations  

It is recommended this investment be funded as part of our existing 
investment pool. 

5. Appendix 

Appendix 1 – Civic Assurance Background Papers 

Contact Officer:  Paul Crimp, Group Manager Corporate Support 

  



Appendix 1 - Civic Assurance 
Background Papers 

 






















