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Apologies
Nil
Conflicts of interest

Public forum

Annie Dundasi Hawkeds Bay Touri sm
Angie Rawlinson i Many Hats i Conference Organiser
Kerryann Gibbs i Scenic Hotel Te Pania

Fiona Simon i Quest Hotel

Katie Nimon i Nimons
Announcements by the Mayor
Announcements by the management

Confirmation of minutes

That the Draft Minutes of the Ordinary Meeting of Council held on Tuesday, 20 February 2018

be confirmed as a true and accurate record of the meeting (page 115 refers).

That the Draft Minutes of the Extraordinary Meeting of Council held on Friday, 16 March 2018

be confirmed as a true and accurate record of the meeting (page 129 refers).

Agenda items

1 Hawke's Bay Airport Limited - 2018/19 Draft Statement of Intent ........................
2  Hawke's Bay Airport Limited - Half Year Report to 31 December 2017 ...............
3 Renaming Napier Conference CeNtre........ccuuveeeeeeiiiiiiiiiieee e e e e
4 Submission of Remit application to LGNZ ...........ccccceeiiiiiiiiiiiiiee e
5 Representation Review - Additional OptionNS ..........cccveviiiiiiiiiee e

Reports / Recommendation s from the Standing Committees

Reports from MUori Consultative Committee held 27 March 2018........................

Reports from Strategy and Infrastructure Committee held 6 March 2018

1 Name of the Conference Centre BUilding ...........cccceeiiiiiieiiiiiie e
2 Coastal Hazards Strategy.........ccccuveiriieeiiiiiiiiieeee e e e e et eee e e e e essnraeee e e e e e e ennnneeeees
3 Traffic Safety Improvements - JErvVOISIOWN ..........cooviciiiiiieiee e
4 20 & 21 Chambers Street, land legalisation - land to be declared road................

Reports from Audit and Risk Committee held 15 March 2018

0O ~NO Olh~ WNPE

INSUraNCe ArTaNGEMENTS ......c.oieiiieeiieeeiieeeeeeeeeeeseee et e e snteeesneeeeeeeesneeeesneeeenneens
Reappointment of Chair and Independent Member...........cccceveiiieeniieeniee e,
Draft Long Term Plan 2018-28 Underlying Documents...........cccccceevvviivvieeeeenennn.
Risk Management Report March 2018 ............oooccvviiiiee e
Health and Safety Report ending 28 February 2018 ..........ccccoveiiiieeniieeiieeeen.
Investment and Debt REPOIT .........c..uviiiiiiie e
Sensitive Expenditure - Mayor and Chief EXeCUtiVe ............ccccvveeeeeeiiiiciiiieeeeee,
Audit Arrangements for Year Ending June 2018 .........ccccooieiiiieiiiiienee e,



Ordinary Meeting of Council - 03 April 2018 - Open Agenda

Reports from Finance Committee held 20 March 2018

o O~ WN B

Hawkes Bay Local Authority Shared Services - Structure change.........ccccccovvccvvveeeneenn. 88
REPreSentation REVIEW ...........uiiiiiiiiii ettt e e s s e e e e enneeee s 90
Financial Forecast t0 30 JUNE 2018 ..........ouiiiiiiiiiiiiiie ettt e e s 92
Hawke's Bay Museums Trust - Draft Statement of Intent 2018 - 20........ccccccovvcvvvveeeneennn. 93
Hawke's Bay Museums Trust - Half Yearly Report to 31 December 2017..........c..ccueee... 94
Quarterly Report for the six months ended 31 December 2017 ..........cccccvveeeeeeeeiicnvnnnnen. 95

Reports under delegated authority

1
2
3
4

TeNAEIS LeL. . 96
Official Information Requests t0 26 March 2018..........ccoeeeiiiiiiiiiiiieee e 97
RESOUICE CONSENTS ...uuiiiieeeiieiie e e et e e e e e e e e e e e et e e st e e e e e e eesesaaa e eaeeeeessanannnns 103
Schedule of Documents Executed Under Seal..........ccooooiiiiiiiiiiiiiiiieicicececccce 110

PUDBIIC EXCIUAEA ..o et 112
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1. HAWKE'S BAY AIRPORT LIMITED - 2018/19 DRAFT STATEMENT OF

INTENT
Type of Report: Enter Significance of Report
Legal Reference: Enter Legal Reference
Document ID: 435702

Reporting Officer/s & Unit: Caroline Thomson, Chief Financial Officer

1.1 Purpose of Report

To identify any changes or any comment Council
Limited in regard to the 2018/19 Draft Statement of Intent.

Of ficerds Recommendati on

That Council
a. Receive the 2018/ 19 Draft St atement of

Chairpersonds Recommendati on
That the Committeer es ol ve t hat the officerdéds reco

1.2 Background Summary

The Hawkeds Bay Airport Limited (HBAL) is a Cou
is a company incorporated under the Companies Act and is owned by the Crown,

Hastings District Council and Napier City Council. Napier City Council has a 26%

shareholding.

The Local Government Act 2002 requires Council Controlled Organisations (CCO) to
submit a Statement of Intent to their shareholders for consideration.

The Draft Statement of Intent presented by HBAL satisfies all the requirements as set out
in Schedule 8 of the Local Government Act and also clearly sets out the nature and
scope of the HBAL activities and performance targets.

The 2018/19 HBAL Draft Statement of Intent is shown at Attachment A.

1.3 Issues
No issues

1.4 Significance and Consultation
N/A

1.5 Implications

Financial
N/A
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Social & Policy
N/A

Risk
N/A

1.6 Options
The options available to Council are as follows:

a. Receive the 2018/19 Draft HBAL Statement of Intent.

b. Council can also request directors of HBAL to consider changes to the
Statement of Intent if it wishes. The directors of HBAL would then need to
consider the request alongside the feedback from the other 2 shareholders
c. If HBAL decided that it did not wish to make the changes requested by
Council as its shareholder, Council has recourse through Schedule 8 (5) of
the Local Government Act. Council can by resolution, require the board to
modify the statement of intent if Council deemed it necessary. However given
NCCds minority sharehol di ng sharahol#B AL , it woul d
consensus to enforce this option.

1.7 Development of Preferred Option

The preferred option is for the 2018/19 Draft Statement of Intent to be received and any
suggested changes passed on to the HBAL Board.

1.8 Attachments
A HBAL 2018/19 Draft Statement of Intent
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Hawke’s Bay Airport Limited
Statement of Intent

For the year ended 30 June 2019 and the two following years.

Governance

Governance sits with the Board of Directors of Hawke’s Bay Airport Ltd, which is responsible for the
strategic and overall direction of the organisation. Directors are appointed by the company’s
shareholders; the Napier City Council (26%), Hastings District Council (24%) and the Crown (50%).

The Board has four Directors, two of whom are appointed by the Napier City Council and the
Hastings District Council and two who are appointed by the Crown. The Board meets regularly with
Management to review the company’s performance and provides quarterly, half yearly and annual
business performance reports to shareholders.

Nature and Scope of Activities
Vision
New Zealand’s leading regional airport where people and commerce thrive.
Mission
To enable air transport services in and out of Hawke’s Bay now and in the future.
Values
s We are customer focused
s We are commercially driven
s We are committed to safety
s We plan for the future
e We act as a socially and environmentally responsible corporate citizen.
* We care about our people
Strategy

Hawke’s Bay Airport will work towards achieving its Vision by pursuing the following Six Strategic
Imperatives:

Optimise shareholder value and returns

Diversify the HBAL revenue base

Champion a positive customer experience inside and outside the terminal
Continually improve the management of all business risks

To be an employer of choice focused on the development of our people
To improve our impact on the environment

on AW
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1. Key Objectives: Business Plan FY 2018/19

Strategic Activity and Outcome Target Date
Imperative
Optimise Achieve Financial and Operational Targets as per 501 30/06/2019
shareholder value
and returns New Landing Charge Agreements in place by 30 June 2018 to take effect 1/7/18 01/07/2018
Diversify the Business Park rezone 30/06/2019
HBAL revenue
base Increased share of revenue of non-regulated commercial activities 30/06/2019
Champion a Ensure appropriate infrastructure with investment in:
positive customer
experience inside | Terminal Redevelopment
and outside the
terminal - Complete Stage 1 (Northern extension) 30/11/2018
- Commence Stage 2-3 (refurb of existing building including baggage 31/10/2018
handling system and upgraded CCTV/security contracts)
New Entranceway Project
31/08/2018
- Practical completion of intersection upgrade to improve safety and
access to the Airport from the HB Expressway/SH2
Apron Extension
- Complete design of Apron extension to guarantee level of service to 31/12/2018
airline operators and enable future airside business development
Conduct Annual Customer Survey
01/08/18
Apron and Users Meetings
Monthly
Meetings with key customers and stakeholders that build trust and enable
continuous improvement Ongoing
Continually SMS Implementation plan and gap analysis complete 30/07/2018
improve the
management of Successful implementation and adoption of SMS 30/11,/2019
all business risks
Independent board evaluation 30/03/2019
Quarterly internal QA audits <10 days of
QTR end
Twice yearly key risk review June/ Dec
To be an Establish and consolidate new team with new CEO
employer of
choice focused on | Good working relationships established across Management team and with Ongoing
the development Board
of our people
To improve our Conduct waste audit to establish current benchmark 15/07/2018
impact on the
environment Implement terminal recycling trial 30/07/2018
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2. Financial Performance Targets

FY2018/19 FY2019/20 FY2020/21

Passenger Numbers 705,598 726,766 748,569
FINANCIAL PERFORMANCE ($)

Airport Revenue (note1) 3,473,520 3,577,524 3,684,503
Lanside Revenue (note 2) 2,831,521 2,558878 3,137314
Business Park Revenue 328,181 328,873 338,037
Group Revenue 6,633,623 6,865,275 7,159,855
Operating Expenses 3,238,013 3,343,311 3,460,160
EBITDA 3,395,609 3,521,964 3,699,694
Depreciation & Amortisation 1,260,656 1,559,975 1,651,079
EBIT 2,134,954 1,961,988 2,048,615
Interest Income 0 a [}
Interest Paid (interest charged to P&L) 297,697 635,103 720,012
Profit before Tax 1,837,257 1,326,885 1,328,603
Tax 514,330 371,558 272,073
Profit after Tax 1,322,926 955327 955,530

FINANCIAL POSITION ($)

Net Debt 10,636,000 14,698,000 14,033,000
Total Assets (nete 3) 48,608,000 52,819,000 52,460,000
Shareholders Funds fnote 4) 31,144,000 31,570,000 32,145,000
CASHFLOW SUMMARY ($)

Operating Cashflow 2,831,000 2,246,000 2,312,000
Capital Expenditure 11,040,000 5,844,000 1,264,000
Dividend 529,000 382,000 383,000

FINANCIAL METRICS

Return on Equity 4.3% 3.1% 3.0%
Net Gearing Ratio 22.2% 29.1% 27.6
Shareholders Funds/Total Assets 64% 60% 61%

Note 1: Airside Revenue includes aircraft landing and parking charges

Note 2: Landside Revenue includes car parking, rents, concessions, advertising and other income
Note 3: Total Assets is the total of all current and non-current assets

Mote 4: Shareholders Funds is the total of share capital and retained earnings
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3. Capital Expenditure

HBAL continues to invest in its infrastructure in line with passenger growth, Civil Aviation security
requirements and identified opportunities to grow its non-aeronautical revenue base such as its
Business Park. Budgeted capital expenditure is summarised in the table below. From time to time,
HBAL may consider additional capital expenditure programmes if supported by a robust business
case and the provision of debt funding.

FY2018/19 FY2019/20 FY2020/21
$ $ $
Terminal 9,355,000 4,500,000
Roading Development 1,350,000 - -
Car Parking 130,000 - -
Business Park - 65,000 -
Airfield Infrastructure 143,000 22,000 422,000
Buildings 32,000 12,000 22,000
Security Fencing 800,000 805,000
Land Development -
Office Equipment 5,000 35,000 5,000
Plant and Equipment 22,000 10,000 10,000
Vehicles 3,000 -
11,040,000 5,844,000 1,264,000

4. Accounting Policies

The accounting policies adopted by HBAL are consistent with New Zealand’s International Financial
Reporting Standards and generally accepted New Zealand accounting practices. The policies are
included within HBAL's Annual Report that is available on the Company’s website; www.hawkesbhay-
airport.co.nz/about/company/annual report

5. Distributions

Despite the scale of development and associated demands on capital for the period covered by this
statement it is anticipated that dividends averaging 40% of Net Profit After Tax will continue to be
paid to shareholders.

6. Information to be provided to Shareholders

Shareholders will receive:
¢ An annual report including audited financial statements within 3 months of balance date.

¢ A 6-monthly report including non-audited financial statements within 2 months of balance
date.

e A Quarterly Report within 2 months of the end of each quarter.

e A Statement of Intent submitted for shareholders’ consideration in accordance with the
Local Government Act 2002
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s Otherinterim financial reports as agreed with the shareholders

e Reports on matters of material interest to shareholders. Shareholders will continue to be
kept informed of key developments, consistent with the Crown’s ‘No Surprises’ policy.

7. Acquisition Procedures

The acquisition of any interest in a company or organisation will only be considered when it is
consistent with the long-term commercial objectives of the company. Any material acquisition will be
the subject of consultation with shareholders, however none are contemplated in the planning period.

Major transactions as defined by the Companies Act 1993 will require shareholder approval. None
are contemplated in the planning period

8. Compensation Sought from Local Body Shareholders

At the request of the shareholders the company may undertake activities that are not consistent with
normal commercial objectives.

The company may seek, in these circumstances, a specific subsidy to meet the full commercial cost of
providing such activities, however none are contemplated in the planning period.

9. Estimate of Commercial Value

The value of Shareholders investment in the company as at 31 December 2017 is 529,571,914,

The non-current assets owned by HBAL were revalued at 30 June 2015 to their current market value
resulting in an uplift in value of $9.5 million (net of the deferred tax impact). The individual assets and
liabilities included on the balance sheet at 30 June 2017 are not considered by the Directors or
Management to be materially different from the current market value.

HBAL will continue to undertake a revaluation approach to its assets on a regular cycle of every 3
[three] years or when there has been a significant change in the market, to consider the gap between
current book values of the assets and liabilities versus the commercial value of the business. In line
with this policy, it is anticipated that a revaluation of HBAL's assets will take place post completion of
the new Terminal Building and construction of associated new infrastructure.

s
e

—

Tony M Porter

Chairman

Hawke’s Bay Airport limited
28 February, 2018

10
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2. HAWKE'S BAY AIRPORT LIMITED - HALF YEAR REPORT TO 31
DECEMBER 2017

Type of Report: Enter Significance of Report
Legal Reference: Enter Legal Reference
Document ID: 435704

Reporting Officer/s & Unit: Caroline Thomson, Chief Financial Officer

2.1 Purpose of Report

Toreceive the halfyearr eport t o sharehol ders from Hawkeds
December 2017.

Of ficerds Recommendati on

That Council
a Receive the Hawkebs Bay Airport Limite
December 2017.

Chairpersonds Recommendati on
That the Committeer e s ol ve t hat the officerdéds reco

2.2 Background Summary
Section 66 of the Local Government Act 2002 requires that a Council-controlled

organisation must report to Council each half year. However, Section 65 requires regular
monitoring of performance of a Council Controlled Organisation.

The Hawkeds Bay Ai r paaontrolled orgamnisatiord Itis a comparounci |
incorporated under the Companies Act and is owned by the Crown, Hastings District
Council and Napier City Council. Napier City Council has a 26% shareholding.

The Company produces separate annual accounts. No payments are made by Napier
City Council to the Company and there is no financial provision included in Council
budgets. The Napier City Council share in the Company is included in its annual financial
statements as an investment, valued using the equity method of accounting.

In accordance with Part 5, Section 65 of the Local Government Act 2002, Napier City

Council has a responsibility to regularly undertake performance monitoring of the

Hawkebdés Bay Airport Limited. The half yearly r
2017 has been received from Hawkebds Bay Airport

2.3 lIssues
No Issues

2.4 Significance and Consultation
N/A

11
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2.5 Implications

Financial
N/A

Social & Policy
N/A

Risk
N/A

2.6 Attachments
A HBAL half year report to 31 December 2017

Item 2

12
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HAWKE’S BAY AIRPORT LIMITED
INTERIM REPORT

FOR THE SIX MONTHS ENDED 31 DECEMBER 2017

HAWKE’S BAY AIRPORT

13
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Hawke’s Bay Airport Limited Directory

Directors

Tony Porter (Chairman)

Sarah Park (Chair of the Audit and
Finance Committee)

Wendie Harvey

Taine Randell

Chief Executive
Nick Story (November 2017)

Chief Financial Officer

Jeanette Yule (appointed September 2017)

Operations Manager

Olivia Pierre (resigned October 2017)
Gareth Mentzer (appointed January 2018)

Infrastructure Manager

Graham Eagles

Commercial Manager
Dean Smith

Registered Office

Terminal Building
Hawke’s Bay Airport
111 Main North Road
PO Box 721

NAPIER 4140

Bankers
ANZ Bank New Zealand Ltd

Solicitors
Willis Legal

Auditors

Staples Rodway Hawke's Bay
Partnership on behalf of the Auditor General

HAWKE'S BAY AIRPORT LTD
PO Box 721, Napier 4140
admin@hawkesbay-airport.co.nz
www hawkesbay-airporl.co.nz

14
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Hawke’s Bay Airport Limited

Report to Shareholders
for the Half Year ending 31 December 2017

We report against our Statement of Intent targets which include continued growth in Passenger Numbers, Revenue
and Profitability and other activities in accordance with our stated strategic framework

Financial Performance Highlights

Total passenger movements for the half year were 354,565 which represents an 8.6% increase on the same
period last year, and 19,531 passengers over the budgeted amount for the period. Total Revenue for the
period of $3.37m was 7.8% above budget and 10.3% ahead of the same period the year prior.

The primary drivers of revenue growth were airside revenue up 6.1%, due to an increased in scheduled
landings, and an increase in car parking revenue. The increase in car park revenue correlates to passenger
growth plus the full 6-month impact of the 1 November 2016 pricing increase.

Total expenditure for the half year was 36.7% ahead of the same period last year and reflects a significant
increase in the cost of the Airport's Rescue Fire Service resulting from increased service requirements required
by the Company and the Civil Aviation Authority (CAA). Remuneration costs increased due to the creation of
new roles to support business growth

As a consequence of the above factors, EBITDA for the half year at $1 887m was 17 4% above budget, and
slightly behind the same period in the prior year.

Profit after Tax for the period at $0.93m was $0.274m (41.6%) above budget, this was bolstered by interest
cost savings of $0.15m resulting from the delayed start of the terminal redevelopment project.

Our balance sheet remains strong. Bank borrowings of $0.8m as at 31 December 2017 were below the level
at 31 December 2016. The airport continued to invest in its infrastructure, in line with its strategic plan, with
total capital investment of $1.9m for the half year.

Return on Equity of 6.4% is in line with budget.

A record fully imputed dividend of $0.687m was paid during the period, representing 40% of FY2017 Net Profit
after Tax.

15
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1. Performance Highlights & Other Activity

1.1 Terminal Development Project and supporting Infrastructure

Following a competitive tender process and post tender negotiation, Arrow International were appointed main
confractor to redevelop the terminal building. A letter of intent was signed in October with the construction contract
being finalised and executed in December 2017. The delay in appointing a main contractor was largely due to the
airport company accommodating additional tenant requested design changes which needed to be properly
documented before the final contract value could be negotiated.

Following consultation with both the airport's tenants and the main contractor a revised staging plan has been
developed - the objectives being to minimise operational disruption, preserve customer experience and offer
savings to the project. The enabling works for the project commenced in February with construction starting in
March. Completion is now anticipated in November 2019,

1.2 SH2 / Watchman Road / Airport Access

Enabled by a project funding partnership between Hawke's Bay Airport Ltd, Napier City Council and NZTA the
construction of the above intersection improvements commenced during the period. The final connection of the
Airport Link Road to State Highway 2 remains on track and scheduled for completion in August 2018. Additional
works will be required by the airport company to integrate the Airport Link Road into the existing airport internal
roads, the design of these works is underway and construction is scheduled to commence in the second half of
2018.

1.3 Personnel

Following a brave battle with cancer our HBAL CEO Nick Story passed away on 17th November 2017. Nick was
a considered a great strategic thinker and a strong leader and was very well respected in the business community.
Nick's passing was felt deeply by the HBAL board and team

Appointments to the role of CFO and a replacement Operation Manager were made during the period. Jeanette
Yule was appointed to the newly created CFO role. Jeanette is a senior executive with a background in financial
services, most recently with ANZ in Australasia. Gareth Mentzer replaced Olivia Pierre as Operations Manager.
Gareth has spent the last 15 years in a variety of operations and management roles, most recently as business
manager for AWF in Hastings. We wish to thank OQlivia for her dedication and achievements during her time with
the Company.

1.4 Noise Contours — Private Plan Change Submission
To ensure the Airport can continue to accommodate growth, the Airport is seeking to update its current noise

contours in the Napier City Council District Plan. Following public consultation, the proposed plan change was
lodged with the Napier City Council in December.

2. New Business Development

2.1 Business Park Land - Private Plan Change Submission

We finalised our proposed changes to the Napier City Council District Plan to enable a broader range of permitted
land use activities on the business park. Once approved, these changes will serve to broaden the commercial
scope and viability of the park development as well as facilitating additional regional economic growth.

2.2 New Tenancies

Agreement was reached during the period with Thrifty Rental Cars to lease a previously vacant bay in the existing

car valet facility. Some modest enabling works were required prior to the building being fit-for-purpose -
construction of these started in December with Thrifty's tenancy expected to commence in February 2018.

3. Financial Reports

16
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