CITY COUNCIL

Te Kaunihera o Ahuriri

W NAPIER

Napier Civic Building
231 Hastings Street

t +64 6 835 7579

e info@napier.govt.nz
www.napier.govt.nz

ORDINARY MEETING OF
COUNCIL

Open Attachments Under
Separate Cover

Meeting Date: Thursday 19 December 2019
Time: 10.00am
Venue: Council Chambers

Hawke's Bay Regional Council
159 Dalton Street
Napier

TABLE OF CONTENTS

ltem 1 Hawke's Bay Airport Ltd Annual Report 2019
Attachment A Hawke's Bay Airport Ltd Annual Report 2019.........ccccovvieiiiieenieeinieens 2



Ordinary Meeting of Council - 19 December 2019 - Attachments Item 1
Attachments a

HAWKE’S b AY ./‘\IRI’;(;;R'I' Aﬂn ua/ Relo O//Z.

aelzg VA
Connect




Item 1

Attachments a

Ordinary Meeting of Council - 19 December 2019 - Attachments

o
T
€
C
<
B
¢
e
¢

MHawke

-~




Ordinary Meeting of Council - 19 December 2019 - Attachments Item 1
Attachments a

Kia ora, talofa, kon’nichiwa,
ni hao, marhaba, hola

As a people, New Zealand is constantly learning what
it is that brings us together and as a cou w we
rld. We take great pride in our unique
deep blue Pacific, our special herit
alled landscapes, and our v
community, partnership and res
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A selection of their stories are highlighted within the
s Annual R
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Contact Details

Hawke’s Bay Airport Limited
REGISTERED OFFICE POSTAL ADDRESS
Terminal Building PO Box 721

111 Main North Road Napier 4140
Napier 4140 Hawke’s Bay
Hawke's Bay New Zealand

New Zealand

admin@hawkesbay-airport.co.nz
veww.hawkesbay-airport.co.nz

Bankers
ANZ Bank New Zealand Ltd

Solicitors
Kensingston Swan

Auditors

Baker Tilly Staples Rodway Audit Limited
on behalf of the Auditor General
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In 2019 Hawke's Bay Airport celebrated 55 years
of official service to the local community, travellers
and international visitors.

Since the 15th of February 1964, millions of
passengers have passed through its gates, and
many hundreds of thousands more engage with
the Airport in myriad ways.

The Airport is 50% owned and operated by
the Crown with Napier City Council holding
26% and Hastings District Council 24%,

It sits within a unigue estuarine environment that,
until the destructive 1931 Hawke's Bay earthquake,
was a tidal lagoon. The magnitude 7.9 quake raised
the seabed by up to two metres, creating many
hectares of land where once there had been only
water, The Airport values its physical position and
the responsibilities that come with the environment
surrounding it. Many native species occupy the
wetland areas within the current 183ha site, and the
Airport team works hard to maintain healthy habitats
for the wildlife that share this space.

Hawke’s Bay Airport is a true transport hub.

Air New Zealand, Jetstar, Originair and Sounds
Air offer commercial flights to and from our
Airport. Charter flights, car rental, aero club
and air ambulance services also operate from
the site. As the Airport grows increasingly busy,
Hawke's Bay Airport Limited continues to review
and improve infrastructure and services, always
moving steadily towards the goal of being the
most vibrant and successful regional airport

in New Zealand.

With passenger movements on target to reach

one million by 2025, Hawke’s Bay Airport really

is the gateway to Hawke's Bay and its development
and improvement will help ensure sustained future
growth for all who reside here.
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Chairmans Report

d to report on the performa
e's Bay Airport Limited for the financia
ended 30th June 2019

There have been significant demands over this
period. However, in spite of th
yed anothe f ¢
and commercial success. Despite h
than expected expenses as a result of some
sts, the Company has

ered another strong financial performance
1a 3 record $7.7M and a net
profit after tax of $1.58M. The Board wishes to
thank and pay tribute to the i nent team
for its hard work and dedication during what f
been, at times, trying circumstances

Undoubtedly, the most challenging of the demands

faced by the was the voluntary administration

of Arrow Intemational Contractors in February 2019
tating a key change to the delivery of our

Major Terminal Expansion Pro his hurdle had
s and planning by

continue almo:
of a new subsidiary company, Hawke's Bay Airport
Construction Ltd. Under Arrow, the Airport Company
had significantly progressed construction with Stage
all area, opened in January 2019
( janditis

Work is on track for the opening of the new
departure hall in October 2019.

The complete footprint of the terminal is now

clearly evidel 1it is drawing a lot of favourable

comment. The revised design allows for g

passenger numbers to between 1 and 1.1 million

per etter amenities for passel d future

proofing for any further security enhanc ts

that may be required down the line. | would like

to acknowledge the valuable input of Mana Ahuriri’s
Watives into the design of the new terminal's

‘sense of place”. The Board and | are excited by

the opportunities that the new facilities will provide
to our airline business partners, travellers, retailers
and the region as a whole

Passenger growth continues to track well
The Airport set a new record of 750,000 passenger
movements in the FY19 - 5
of last year. This ( SE
edbya6%g in seat
wumber of other changes and
vements to our business which are outlined

further within the report, but | wish to record three
in particular here. Over the

strong culture of saf

e develop. This culture

by man de

busines ional change

Orchard

and Technical Works Coordinator, Mark Frew to

the Airport. This year has also seen us make great

2's Bay community and
t. As examples, our new

d Airport Am!

Bay Air Ambulance Charitable Trust
ponsorship

Jnificant
Airport Masterplan
ympleted work on
aeronautical studies
and the e
review. The
Government, \
Provincial Growth Fund. T
to com ants to L ake a
detailed air freight review, the aim bein
rch the feasibility of the Airport
nificant growth in the
'or the Bay’s fresh products
The first draft of the Masterple jue to be
completed in early 2020, prior to a period of
public and stakeholder er ment

FY2020 will see our Airport landscape and

supporting services physically transformed and
am very much looking for 1ange

being realised. On behalf of the Airport Company

Board, | would like to acknowledge and thank

our shareholders and our stakeholders for their

continued support throughout the year. In particular,
| would like to thank t who have supported us

through the challenges and helped to ena

Suc Finally, | would | like to ext

thanks to the team of volunteer Airy

who are doing a wonderful job helping passenger.
navigate through the terminal

Sie=

Tony Porter | Chairman

X
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790,357

TOTAL NO. OF
PASSENGERS
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nheriting the leadership of Hawke's Bay Airport
l*L ing a period of significant change has bee
xciting and invigo )

The
re-set
while ¢

3s an important one — as a bus

on and rest

1 throughout the
12 months, and are dehgl ted to announce that we
mark — a real achi

ncrease

related income streams

design. Along with the greater capat
primary reason for the higher invest
will notice a gr mproved sense of place when
0, departir ) from the Airport.
with our st olders, key stakeholders,
Hw community and Mana Ahuriri, the de:
eak to who we are and w 191 we deliver as a region

t — pas:

plans, we were Am to opl mise of our
staged project, and opened our arrivals Ixall ahead of
the orig plan by some six months. Proc
a new car parking pay

nfrastructure design has been cor

up and running by the end of 2019

4::\‘;mer we also experienced some notable ¢
ot, requiring a rapid
solution from the t
administration, w
from the Hawke's Bay Airport Limited Board to
a subsidiary that would retain key construction staff
and contractors.

There were a few sleeples:
progressed but ultimately

as negotiations
ision to move forw:
Airport Constructi

i
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rement of

This growth, and projected passenger figures, underpins
our decision to increase the investment into our terminal
y it “\“HJ— the

on

on

020 -

of 16% per annum and NPA'

SO\ NP»\T\ slightly fower than forecast due to some
essential but one-off restructuring costs during 2018
EBITDA of u3 93m is 16% above SOI. Margins remain

strong and are anticipated to grow over the coming

=

Other revenue streams such as car rentals and

foct

recr

optimal through our wildlife hazard management
and contractor induction processes.

Dur mq June the Civil Aviation Authority undertook

mun of the Airport which was
0'.'md»>d on 29/0 he team is preparing
for the planned Safety Management Certification Audit
takes place in October

which

y on the Airport's 20-
mn v“wh commenced in 2018. The Masterplan
ms completed include 1"':mu tical forecasts
he plan also includes
18WOrK and St [];)()'I "%

e outlined within this Annual Report

Partnership was ide
focus and we are proud of the strides we have made
in forming me: amjul relationshij th community
X and bus
y named the Pla mumS onsor for
ity Hawke's Bay — a partnership that enables us

to take a greater role in protecting the unique ecos
surrounding the Airport, and to fund important projects
that benefit Hawke's Bay both now ito the future

As you will note throu J»’]"”LII this report, people
and how they interact with our Airport — are intrinsic
to what we dmslwsm-’« For the first time, we have

ch we

| am pleased to be presenting this 2019 Annual Ref
and look forward to working in collaboration with our
shareholders and key business partners on the delivery
of our 2019/2020 SOI

Ngamihi maioha

i

Stuart Ainslie | Chief Executive Officer
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Where We Are Heading

We are committed to delivering outstanding service to everyone who comes in contact with our Airport. That means taking
into account a variety of factors, from how we prioritise safety, to the way we treat the environment, to the projects we
embark on and who we engage to lead them.

Qur vision, mission, values and strategic pillars are set to reflect how we wish to move forward.

» Safety First

Safety will always be our top priority

Care and Respect
for our People
ut ] ur
gciate

gspect their rights ¢
their commitr

Bay Airport Ltd | Annual
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Strategic Plillars

—

PEOPLE

Working together to get the best o
from our pe r
and live

I

COMMERCIAL

mising the returns
aeronautical business w
greater value an

%

OPERATIONS

1g and delightful
ers. Striving for

PARTNERS

keholders,
0 grow

everyone

Engaging with our ¢
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“Our vision is to be New Zealand’s
most sustainable Airport.

We will achieve this by embedding
sustainability at the heart

of everything we do.”

15
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Board of Directors

Tony Porter

Chairman

Sarah Park

Chair of the Audit and Finance Committee

Tony has served as a director of HBAL since 1997
and was elected Chairman of Directors in July 2014,
He has enjoyed a noteworthy engineering career in
structural and bridge design, transportation asset
management and business management, specialising
over the latter years in asset management and
procurement options for managing road networks.

Tony has a BE (Hons) in Civil Engineering, is a Fellow
of the Institute of Professional Engineers and a Member
of the Institute of Directors New Zealand.

Wendie Harvey

Sarah was appointed to the Board of HBAL in July 2014.
She has a degree in Economics from the University of
Edinburgh. Sarah has a good executive pedigree gained from
working in the Mergers and Acquisitions and Capital Markets
teams at HSBC Investment Bank (UK) and the PwC (NZ) and
in the venture capital arena in the US and Asia. A strong
foundational executive career has progressed into multiple
roles in governance in New Zealand. Sarah’s directorships
include Pacific Edge, Focus Genetics and Eurogrow. She also
sits on the Board of Trustees at Hereworth School.

Taine Randell

Wendie was appointed to the HBAL board in July 2016
following an extensive legal career specialising in employment
law and human resource management. Wendie brings

over 25 years' experience as a lawyer, executive manager,
business consultant and professional director.

Wendie's governance career reflects her interests in strategy
development, infrastructure management and the promotion
of health and safety in the workplace. Her appointments
include the Boards of Port of Napier, Centralines Limited,
Aurora Energy Ltd as directorship, ETCO (Electrical Training
Company Ltd) and Fire and Emergency New Zealand.
Wendie also serves as a Commissioner on the New Zealand
Gambling Commission and is a Council Member of the
Eastern Institute of Technology.

Following an extensive professional rugby career

in New Zealand and the UK, including Captaincy of the

All Blacks, Taine pursued a career in finance and
commodity markets both offshore and locally. These skills
have enabled him to contribute to a number of governance
roles in both commercial and social sectors.

Taine’s current directorships include Australian Lobster
Company, Kahutia Limited, Fiordland Lobster Company,
Kiwigarden. Taine is also a trustee of the Wharariki Trust,
an organisation that provides social services in Flaxmere.

14 | Hawke's Bay Airport Ltd | Annual Report 2019
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Senior Management

Rachel Orchard

Chief Financial Officer

Stuart Ainslie

Chief Executive Officer

An experienced leader, Rachel's work across a number of industries
has seen her lead change and revamp business processes within
organisations. She has significant experience as a senior manager,
working with all levels to effectively manage an entity’s commercial
and business performance.

Stuart is a senior airport executive with over 18 years’
experience in public and privately-owned international

hub and regional airports in the UK, Australia and Papua
New Guinea. A professionally qualified engineer, Stuart is

a consummate senior leader with a special focus on, and
understanding of, airports and associated infrastructure.

He has also run and managed his own aviation consultancy.

Rachel is a valued member of the Hawke's Bay Airport Limited
team, and is reqularly involved in strategy discussions. Along with
her strong commercial acumen, she brings a laser focus to the
bottom line. Rachel is an Associate Chartered Accountant and
gained distinction when completing her MBA.

Stuart is a director of the New Zealand Airports Association
and sits on the board of the Art Deco Trust.

Dean Smith Gareth Mentzer ~ Stephanie Murphy
Strategy & Business Operations Manager Airport Planner
Development Manager Gareth brings over 15 years' Stephanie has devoted her career to

Dean joined Hawke's Bay Airport in
2016 bringing with him over 15 years
of professional experience across

the financial services and wine
industries in both New Zealand

and mainiand China.

Dean leads Hawke's Bay Airport's
business development, commercial
and communications functions as
well as holding responsibility for the
development and integration of the

company’s strategic planning process.

Dean holds Bachelors degrees in
both Commerce and Science from
the University of Auckland.

experience in diverse operational
and business roles to Hawke's Bay
Airport. He enjoys the variety of his
position with the Airport, learning
from other leaders and meeting
the challenges of a multi-faceted
operational landscape.

Gareth hold a Bachelor of
Computing Systems and applies
his practical and analytical

skills daily, within a busy airport
environment experiencing both
growth and change. Outside of
work, Gareth can often be found
on the sidelines of his children's
sports matches.

commercial planning and infrastructure
and has held key roles within electricity,
energy and aviation companies.

She relishes the challenge of developing
new projects from an environmental,
commercial and long-term strategic
planning perspective, with a career
highlight the consenting of Australasia’s

largest wind farm. Stephanie enjoys seeing

sustainable progress take shape and
unlocking the potential of Hawke's Bay
Airport alongside a highly engaged team.

She holds a Bachelor of Resource and
Environmental Planning, and loves
spending time with family and friends
travelling, cycling, skiing and exploring.

Hawke’s Bay Airport Ltd | Annual Report 2019 | 15
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Our Changing Airoort

PROPERTY: Making the best use of

Watchman Road Project

Journeys to and from the Airport changed this year, as our
Watchman Road project wrapped up and the new approach
opened to the public. We have enjoyed hearing feedback
on these roading improvements, and their positive effect

on efficiency, safety, visibility and aesthetics. We also
acknowledge the collaborative approach taken in getting
the Watchman Road project to completion — it was a true
coming together of several agencies (including contractors,
Napier City Council, Mana Ahuriri and NZTA) to achieve
something very special.

We certainly feel that our enhanced gateway to the region is
leaving a lasting impression on those who travel through it.

Terminal Redevelopment

Now, our focus shifts to the terminal expansion, which

was increased in scope by 540sam in order to meet

future demands such as upcoming security screening
requirements and changing revenue opportunities. Another
reason for the revision was projected passenger numbers,
Qur original expansion plan was set to cater for up to
800,000 passengers, forecasted for 2024. But with strong
passenger growth showing, that forecast has been brought
forward to 2020. Hawke's Bay Airport expects to reach
one million passenger movements by 2025 and additional
floor space was required to accommodate the increasing
volume of travellers.

The collapse of Arrow Construction in February 2019
was an unforeseen challenge, but was handled efficiently
by all at Hawke's Bay Airport Limited. More on this, and
the subsequent establishment of Hawke's Bay Airport
Construction Limited, can be found on page 21.

harehoidler

Our complete terminal redevelopment will open towards
the end of 2020, and we are confident it will be well
received by the people of Hawke’s Bay, and visitors to
our region. Artist Jacob Scott, of Mana Ahuriri, has taken
a lead role in the development of the visual components
of the Airport, weaving local and global stories into the
Airport elements, and showcasing the bountiful region
we live in. Jacob was instrumental in the design elements
of the Watchman Road project and the storytelling he
has achieved here will be brought right through the
Airport terminal.

Airport Land Development

New ground lease agreements have been entered into for

the development of approximately 3,000sam of Airport land.

This will facilitate the relocation of the existing aviation

fuel farm to a site that is strategically positioned relative

to the future growth of the apron. Other developments

at the Airport will include the establishment of a new private
jet centre and the construction of a new general aviation
hangar. Negotiations are also well advanced in relation to
an additional 2,500sgm of development ~ anticipated early
in the new financial year. It has been encouraging to see
the positive impact the Watchman Road project has had

in stimulating development interest at the Airport.

Hawke’s Bay

Item 1
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Masterplan and the
Resource Management Act

The update of our 20-Year Masterplan is advancing to schedule
The imperative is to ensure that the Masterplan safeguards

the ability for the Airport to grow sustainably into the future and
in alignment with HBAL's Strategic Framework,

In order to continue developing future passenger growth forecasts,
we have established a partnership with Christchurch International
Airport. Their aviation planning experts will help with forecasts

to underpin the Masterplan's growth assumptions.

In addition, we have retained planning consultants Mitchell Daysh
to work hand-in-hand with Executive Management in identifying
the required planning framework

Following the engagement of an acoustic consultant, we have been
compiling noise monitoring information via two noise monitoring
sites deployed to the north and south of the airfield. The data
collected will inform the proposed noise boundaries within the
Masterplan. Furthermore, aeronautical planning experts AirBiz

who were engaged following HBAL approval in March — have
led a series of workshops to identify the necessary infrastructural
provisions to be included in the plan. These cover items such as
sustainability, main runway length and cross runway usage.

ther main studies to be undertaken include transport, landscape,
archaeology, cultural and stormwater. Public consultation will
commence early in the new financial year.

Sustainability Framework

Significant focus has been placed on defining the Airport’s
sustainability framework. This process has identified the following
pillars: operational efficiency, financial return, environmental
excellence and social responsibility. This Framework will be
embedded at the core of the airport's Strategic Plan and will
underpin future development decisions

NATlONA’
AWARDS

Watchman Road Gateway project

£
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When visitors step off their flight and into the terminal, they will know
immediately where they are and what our place offers them. That'’s the goal

of artist and Mana Ahuriri representative Jacob Scott, who is tasked with telling
the stories of the region through the various of the Airport. “The Airport
is the gateway — the Waharoa — to the region,” says Jacob. “It's a place to
welcome travellers, and to send them off from. And it’s a place to come home to

ase Study:

/C

Jacob has chosen the kuaka — or godwit — to inspire others' connections to our
region. Kuaka come to feed each year from Alaska and can be spotted in the
Ahuriri Estuary from around September. After enduring a nine-day flight, without
stopping to rest or eat, they then enjoy the bounty of the Estuary, putting on
enough weight to survive the journey back to Alaska to b There is huge
significance in their migration to Ha ar for Mana Ahuriri, whose
people also used the estuary as a prir I ide

an amazing metaphor for this project — the

world, and of course they use the air to do that."

Taking Flight

The kuaka will feature prominently in every f of the Airport redesign
from the shape of the terminal itself, akin to a godwit in flight, to the interic
the departures and arriv. as. “Our aim Is fo utilise

and make it part of the story, frc > ground up,” explains J

To do so requires collaboration between the many businesses and agencies involved
in the terminal redevelopment. Jacob says having been through the proces:
Watchman Road project, he's excited 10 see what can be accomplished. “Watchman
Road was a great experience — terrific," Jacob says. “The way all the stakeholders
worked together set a real benchmark for future projects. It was a process that was
in no way adversarial — instead it recognised there was a job to do and an opportunity
in it for everybody. It was a progressive atmosphere.”

The Watchman Road project was recently recognised at the Institute of Public
Works Engineers Australasia NZ Excellence Awards, taking home the award
for Best Public Works Project over $5 million. On receiving the award, NZTA
paid tribute to the valuable input from Jacob and Mana Ahuriri, among others,

roject came down to the advice of the
tion gr
protectior

the community

with the outcome of Watch
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“Our Airport is being
built by the people of
Hawke's Bay for the
people of Hawke's Bay”
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A Creative Solution
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The Best People

Visitors to the Airport might notice an influx of friendly
faces around the terminal. We launched our ambassadors
programme at the beginning of 2019, and so far, consider
it a huge success

Ambassadors work on a voluntary basis, assisting
passengers as they navigate the Airport, find their way
to rental car counters or into the car park, or with
answering any questions travellers might have about
the region. They wear an ambassador’s uniform for
easy identification and are provided with refreshments
and fuel vouchers to get to and from the Airport.

Volunteers were recruited through online and print
marketing, and with a huge response from keen locals
willing to help, we cut off applications early. A selection
and induction programme led by Customer Service
Administrator Sara Cartwright followed, and we now have

a team of over 30 passionate and committed ambassadors

welcoming passengers to Hawke's Bay. A huge thank you
to all who have joined us.

Rachel Orchard was appointed to the role of interim CFO
in January and following Jeanette Yule's resignation has
been retained on a long-term basis. Rachel's ability to
step in and provide stability and strategic insight has been
invaluable and we thank her for her ongoing efforts.

Stephanie Murphy joined the Airport as Airport Planner
in September. The primary purpose of this appointment
is to provide strategic oversight and management of the
Airport's next-generation sustainable Masterplan.

Further to our recent organisational review, and in line
with Hawke’s Bay Airport Limited's revised strategic plan,
an appointment was made to the newly created Technical
Works Coordinator role in January. Our recruitment for the
new Airside Safety Officer position has wrapped up and
that role commenced in July 2019,

Our commitment to recruiting the very best people in all
roles, including our volunteer positions, ensures our Airport
continues to deliver exemplary service to everyone who
partners with us, does business here, or passes through

our terminal
2548
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When Felicity Grant saw an ad and article encouraging potential Airport ambassadors to apply for a raft

of newly created positions, she leapt at the chance. “|'ve always been fascinated by the Airport and by air

travel and as a young girl, I'd wanted to become a flight attendant," says the 56-year-old. “Sadly, | was 00

short and couldn’t swim! So when | saw the call for ambassadors, | thought volunteering would be a great

way to serve Hawke's Bay and get involved in some more community work."

She believes that it's her “friendly approach and the welcoming smile on my face" that make her a good
candidate for the job. Stan Simmonds (80), shares her view. "It is an enjoyable role. You're welcoming
people to Hawke’s Bay with a big smile whether they are visitors or passengers returning home."

Stan, originally from the United Kingdom, is retired, having served in the Royal Navy and the Essex Police
Constabulary, then the New Zealand Police and as a Napier City Councillor. “What | learned from those
roles was to be prepared to appreciate other peoples' points of view. To be successful as an ambassador
you need good communication skills, a sense of humour, and to listen.”

Felicity has many years as a mother, securty officer and
community advocate under her belt and sees herself as the
‘eyes and ears of the Airport.”

“As well as answering questions and giving directions, | tend to look out for any suspicious behaviour,
the safety of young children, and making sure they're with an adult.”

She also relishes any opportunity to assist disabled or elderly passengers as they navigate the
terminal and find their onwards transport.

Volunteers typically work on four-hour rostered shifts, from around two shifts a month up to two shifts
aweek. It's a greal way 1o meel people, says Stan, and offer any assistance he can.

The most common questions are around carparking costs, the renovation work and where to find public
conveniences, “and we are getting more and more passengers asking for directions to their AirBnB
accommodation,” notes Felicity,

“| love meeting them all. Some might have come off a bumpy flight or have had delays arriving but
a big ‘welcome to sunny Napier!' seems to put them in a great frame of mind."

X
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+78%

INCOME

PER PASSENGER
£ $10.24
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Growth and Vibrancy

@ COMMERCIAL: \Maxi - - /I
5 y Y i )

Qur Ajrpgrl is much morg lhan take—oﬁs and Iar!dings. Car Rental
Our business model is multi-faceted, incorporating a
number of different revenue streams as well as providing We negotiated new licence agreements with car rental
a base for a wide array of commercial partners. companies ahead of them moving into the redeveloped

) terminal building in January. The new agreements include
Roads and Car Parkir 19 achange in commercial settings to best reflect the
Qur plans to improve traffic management and wayfinding Eassenger growth that the Airport and its partners
are well advanced. Traffic flow will be enhanced via a ave enjoyed.
new internal roading network which has been developed L )
in order to optimise safety, navigation and access to Advertisir g and Billboards
he capark We were successful in having resource consent granted
Civil works are required to complete the changes and for new billboard sites at the new entrance to the Airport.
create seamless integration of the Watchman Road As part of the process, we described the innovative
project with our existing infrastructure. construction methodology employed, including the use

of shipping containers located on landscaped mounds

An open tender procurement process that concluded to ensure they match their surrounding environment.

in February 2019 saw us select new carpark access

technology to be installed this coming financial year . . e

as part of a $500,000 upgrade o our public carparking Air Freight Feasability

areas. This specialised equipment is being manufactured A successful applicalion was submilted to the

to our specifications by German company Sc‘heicllt and government's Provincial Growth Fund with $200,000
Bachmann, who have a proven lrgck rgcprd in airport secured to assist with an air freight feasibility study.
carparks around the globe. Benefits will include tap- This work is now well underway.

and-go on exit functionality and a variety of new

payment options.

Another improvement in our ground transport offering

is the addition of solar powered parking sensors under
the taxi rank. These sensors feed an LED screen which
advises waiting taxis of spaces, when they come available.
The installation has been a success, particularly as the
technology also helps provide useful metrics on the
pick-up and drop-off area — this information will help

us better understand peak usage and inform resourcing.
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BUSIEST MONTH IN
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Safe and Sound
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Safety Management

Wildlife Management

In any airport environment, safety is paramount

At Hawke’s Bay Airport, we continuously analyse risk,
manitor hazards, and promote a safety culture across

the business. Safety remains at the very top of the priarity
list in everything that we do.

Qver the last year we have implemented a new sign-in
and induction process for contractors and visitors to our
management team. It's an electronic system that ensures
visitors are informed of any potential threats as well as
how to evacuate in an emergency.

We led a full-scale emergency exercise on December

18th 2018. The exercise simulated a passenger flight
being unable to land safely, with a subsequent on-airport
accident involving injuries. This valuable simulation was an
opportunity for the Airport and connected agencies to test
processes and procedures in accordance with Civil Aviation
Authority (CAA) Rule 139 requirements. This practical
rehearsal exercise was followed with a desktop exercise

in February 2019.

It has been an excellent year for compliance, Our CAA-
regulated Safety Management System implementation

plan was approved in 2018 and work has progressed
ahead of its November 2019 go-live date. In addition,

our five-yearly CAA recertification audit was undertaken

in June 2019. The Airport completed the audit with only
one minor finding, and received many pleasing comments
from the CAA. The audit also gave the team an opportunity
to continue building capacity and capability with Dean
Smith stepping in for the interview component of this audit.

Elsewhere we have seen an uplift in the reporting of
Airport incidents, contributing to a robust health and
safety environment and development of leading and
lagging measures.

We have employed a steward to oversee the Airport's
pick-up and drop-off zone, improving traffic and pedestrian
safety as well as managing congestion.

The past year has seen a greater focus on the Alrport's
wildlife management. Although bird strikes at Hawke's Bay
Airport remain relatively rare, it was important to develop
a sound wildlife hazard management plan to mitigate this
key safety risk.

We engaged external speclalists Avisure, who worked
with us on drafting a plan relevant to the bird breeds
and native species that gather near the Airport, as well
as the coastal location and pasture land that make up
the Airport environment.

Avisure's expertise, coupled with input from the Airport
team, has seen our wildlife hazard management plan
adopted and well understood. One indication of its
success thus far is our growing emphasis on reporting
and analysing any incidences as they occur, as well as
new thinking when it comes 1o the treatment of pests
around the Airport,

Assets and Infrastructure

Our most significant infrastructure milestone of the year
was the opening of our arrivals hall and baggage claim
area in January 2019. We were particularly pleased to
reach this goal six months ahead of schedule, due in part
to the revised staging of our Airport expansion project.

With changes to the airside terminal frontage, new
gate markings were required. Gates 3, 4 and 5 were
moved 1o the west in slaged approach that allowed
the Airport to maintain operation of services while the
works were completed.

Using industry leading MEX software, the Airport has
recently implemented better systemisation of our asset
management. We have also commenced wark on a project
that will map the Airport using Geographic Information
Systems (GIS).

PRIVATE JET

MOVEMENTS
4
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Wild Things

Gareth

noort.

ne of Gareth's areas of responsibility is wildlife management - that is,
minimising any risk to aircraft from bird strike. Where once, using rifies to scare
birds away was the most common method of wildlife control, Gareth takes
a systematic and logical approach to “discouraging birds from being at the Airport
but encouraging them to be elsewhere.”

It's no small task. In working with Avisure to complete a wildlife hazard
management plan, Gareth has explored many facets of bird behaviour including
the different feeding, nesting and laying patterns of various species — and he’s
had to cover a lot of ground. “Birds move from point to point and over quite a
large distance,” he explains, “so we went out over a 20 to 23-kilometre radius
from the Airport to see where our potential wildlife sources are. As an example,
to understand red billed gull behaviour, we took a look at Omarunui Landfill and
what impact that might have on the Airport.

“Aircraft are on approach from quite a distance and they start
some potential trouble spots within that radius, so we keep a w
and use around the Airport as well as any cha

w hazard

| ass height (

't like long gré manage the pasture and the length of the gra
1o keep them away. We've noticed a drop in the number of spur winged plovers
this season and as they nest on the ground, we think our pasture management
might have something to do with that.”

nage
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Supporting Progress

PARTNERS: Engaging with ou
business partners and community to grow our Aire

which benefits everyone. A great

place

Ir customers, stakeholders,

it in a way

to do business.

Hawke's Bay Airport Limited values its place in our

Hawke's Bay community and works hard to connect deeply

with it. We do this in many ways — by fostering strong
relationships with our customers and asking them directly
what more we can do to make their experience with us a
great one; by engaging in dialogue with our stakeholders
and business partners; by lending support to community
organisations; and by making ourselves available and
accessible to those wanting to learn more about the
Airport, its people and how we operate.

Sponsorship

In March 2019, Hawke's Bay Airport signed on as the sole
Platinum Sponsor of Biodiversity Hawke's Bay, committing
funding and in-kind support of around $450,000 over the
next five years. This support will help build an Endowment
Fund that Biodiversity Hawke's Bay will use to create a
nature-rich future for our region. The Memorandum of
Understanding entered into is hugely beneficial to both
entities — for the Airport, it is another way of protecting
the enviranment in which we operate and for Biodiversity
Hawke's Bay, the package will help lift its profile and fund
important work to support ecological restoration, protect
habitats and improve biodiversity outcomes.

As both an enabler and benefactor of our regional tourism
economy, the Airport was delighted to help contribute
towards a visit of 40 Masters of Wine, who travelled from
around the globe to learn more about the wines of Hawke's
Bay. Hosted by Hawke's Bay Winegrowers, the trip was an
opportunity for the region to showcase its iconic syrahs

and chardonnays, soil types and unique terroir, Hawke's Bay
Airport also lent its support as a key sponsor to both the
Hawke's Bay Tourism Awards, and the Hawke's Bay Export
Pwards in 2019

We have reaffirmed our ongoing commitment to
Hawke's Bay's air ambulance service, the Air Ambulance
Charitable Trust. We see this as a critical service for

aur region.

The Napier Aero Club has also benefited from Airport
suppaort. We waived landing fees for their Aero Deco event
as part of the iconic Napier Art Deco Festival. In addition, the
club was permitted to use Airport land for event carparking,

Promotion

Our terminal is prime real estate for the promation

of our region in relevant and meaningful way. In 2019,
we created a pop-up space in the new arrivals hall. This
space has been used 1o create a sense of theatre and to
promote a number of local businesses. It was also used
as a platform to promote the Central Hawke's Bay reglon.

Customer Service

We strive to create an outstanding customer experience
at the Airport. We recently became members of Airports
Council International (ACI) and signed up to their Airport
Service Quality (ASQ) program. The programme includes
biannual surveys of outgoing passengers in an effort to
better understand the customer experience. The results
of these surveys will be helpful in progressing our
continual improvement objectives.

We enjoy ongoing dialogue with our range of stakeholders
and community groups and are happy to fulfil requests

to give public presentations on what is happening at

the Airport. We are also very proud of the close working
partnership developed with Mana Ahuriri who blessed our
terminal at the completion of Stage One of the expansion
project. lwi input will be strongly evident in the design of
the Airport retail and refreshment precinct with Jacob Scott
engaged to provide design elements. You can read more
on his role on page 19.
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Our Partners

Hawke's Bay Airport is committed to supporting the growth and vitality of the
wider region. In accordance with its Sponsorship and Donations Policy, the Airport
supports a growing number of business and community organisations.

— N
g .
diversity
~  Hawke's Bay ;
Titiro Anga Whakamua ‘
Creating the Future Together Eaaping wek onas worm

, ',
Q wine HAWHE'S BAY
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ADIVISION OF BUSINESSNZ )
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Various Community Groups
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There’s a unique piece of gravel beach along Westshore that has been largely undisturbed
development, landsca or hard engineering. It's called The Gap, and it
really has been a fo
‘And while it's a bit overgrown
0 identified by Biodiversity Hawke's Bay as an
ecosystem.”
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rport Planner at Hawke's Bay Airport and also takes an interest in
e's Bay's unique tal environment. In her spare time,
Bay Guardian — and she's delighted to mpl
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Directors’ Report

for the year ended 30 June 2019

Directors

Directors' Remuneration
The amount of $105,000 per annum was paid to members of the board for the
twelve months to 30 June 2019.

TM Porter 40,500
SN Park 21,500
T C Randell 21,500
W N Harvey 21,500

105,000

No other remuneration or benefils other than normal reimbursement of expenses
has been paid or given to Direclors.

There has been no change in Directors during the year.

Board Committees

As at 30 June 2019 the Company had the following committee:

AUDIT COMMITTEE: Members are Sarah Park (Chair), Tony Porter,
Wendie Harvey and Taine Randell

Entries in the Interests Register

As at 30 June 2019, the Directors have declared general disclosure
of interest in the following entities:

T M Porter

The Pomell Tractor Company Limited Director
S N Park

Scotch & Sparkles Limited Director/Shargholder
Focus Genetics Management Limited Director
Focus Genetics Partnership Limited Director
Eurogrow Potatoes Limited Director
Hereworth School Trust Board Trustee
Pacific Edge Limited Director
T C Randell

Fiordiand Lobster Company Limited Director
Australian Lobster Company (GP) Limited Director
FLC Trustee Limited Director
Deltop Holdings Limited Director
ZSB Holdings Limited Director/Shareholder
Kahungunu Asset Holding Company Limited Director
KAHC Investments Limited Director
Kiwigarden Limited Director
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W N Harvey

Centralines Limited Director
Excellence in Business Solutions Limited Director/Shareholder
Port of Napier Limited Director
Mew Zealand Gambling Comission Commissioner
Eastern Institute of Hawke's Bay and Tarawhaiti (EIT) Council Member
The Electrical Training Company Limited Director
Aurora Energy Limited Director
Fire and Emergency New Zealand Director
Napier Port Holdings Limited Director

Employee Remuneration

Employee Remuneration and other benefits exceeding $100,000

2019 2018
$100,000 - $110,000 . 1
$110,001 - $120,000 - -
$120,001 - $130,000 - 2
$130,001 - $140,000 2 .

$140,001 - $150,000 - B
$150,001 - $160,000 - -
$160,001 - $170,000 - 1
$170,001 - $180,000 . .
$180,000 - $190,000 -
$190,000 - $200,000 1
$200,001 - $210,000 .
$210,001 - $220,000 -
$220,001 - $230,000 -
$230,001 - $240,000 -
$240,001 - $250,000 -
$250,001 - $260,000 1

Auditors

The Office of the Auditor General is appointed as auditor under Section 15 of
the Public Audit Act 2001 and Section 70 of the Local Government Act 2002.
Philip Pinckney of Bakertilly Staples Rodway Audit Limited has been appointed
to provide these services.

Directors Responsibility Statement

The Direclors are responsible for ensuring that the financial statements and the
Statement of Service Performance present fairly the financial position of the
Company as at 30 June 2019 and its financial performance and cashflows for
the year ended on that date.

The Directors consider that the financial statements of the Company have

been prepared using appropriate accounting policies consistently applied, and
supported by reasonable judgements and estimates and that all relevant financial
reporting and accounting standards have been followed.

b &
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Consolidated Statement
of Service Performance

for the year ended 30 June 2019

The following is a Statement of Service Performance relating to the Key Objeclives
listed in the Company's Statement of Corporate Intent for the year ending 30 June 2019.

ACTUAL
ACTIVITY MEASURE S0l RESULT % INCREASE STATUS
OPTIMISE SHAREHOLDER Achieve Performance Targets:
VALUE & RETURNS - Passenger Numbers 706k 750k 6" P8
- Revenue 6,633,623 7,685915 16" p &
- EBITDA 3,395,600 3,934,196 16"
- NPAT 1322926 1,496,120 13%
- ROE - annualised 4.3" 4.7 0.4%
- Gearing 22% 24 2%
- Dividend 529,000 577,990 g*

APPROPRIATE INFRASTRUCTURE

Terminal - Complete Stage 1 Northern Extension
Terminal - Stage 2 in progress and on track
for completion Oct 2019
Complete Watchman Road entranceway project
Progress Completion of apron layout and extension design
Planning complete for Car Park new technology and
redevelopment works late 2019*

IMPROVE IMPACT ON THE ENVIRONMENT

Benchmark established by completed Waste Audit
Terminal Recycling trial conducted and fully implemented
Carbon Footprint measurement completed”
Sustainability Framework initiated*

DIVERSIFY THE REVENUE BASE

Increased share of revenue from non-regulated commercial activities

RISK MANAGEMENT

SMS implementation plan and gap analysis

NZ Civil Aviation approved safety management implementation
plan on track for Nov 19

Independent Board Evaluation

Twice yearly risk reviews

Quarterly internal QA audits

Wildiife Management Programme & Training Developed

Renewal of Aerodrome Operating Certification*

POSITIVE CUSTOMER EXPERIENCE

Conduct Airport Quality Survey

Monthly apron user meetings

Established sponsarship arrangements with Biodiversity Hawkes Bay;
Air Ambulance; Yarny Army*

PEOPLE DEVELOPMENT/
EMPLOYER BRAND

New team consolidated with new CEQ

Good working relationships across management team and Board
HR Strategy and Supparting Framework

Business Park rezone

20 Year Masterplan in progress (Technical Studies Completed)®
Engaged over 30 Community Airport Ambassadors®

A e T o e L T T e T T T A T A 1T

KEY: B — Meets or exceeds target B — Within 10% of target . — 10% or more below targel
Full commentary in respect of the objectives measured above are given in the Chairman's and Chief Executive's report on pages 6 1o 8.
* Activities that are additional to those identified in the Statement of Intent.
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Consolidated Statement

of Comprehensive Income

for the year ended 30 June 2019

Note 2019 2018
$ $
Aviation 4,891,625 4,014,956
Carparking 2,275,721 2,102,473
Business Park 390,597 367,104
Other Revenue 127,971 164,634
Total Revenue 1 7,685,915 6,649,167
Less Operating Expenses 2 (3,751,719) (3,041,665)
Operating Profit Before Financing Costs and Depreciation 3,934,196 3,607,502
Depreciation (1,550,531) (1,396,041)
Finance Income 392 948
Finance Expense (130,061) (71,701)
Net Profit before income tax 2,253,996 2,140,708
Income Tax Expense 3 (757,877) (695,733)
Net Profit after income tax 1,496,120 1,444975
[tems that will not be reclassified into profit or loss:
Revaluation of Property, Plant & Equipment, net of deferred tax 8 2,944 287 -
Deferred tax on revaluation 3 96,373 96,372
Total comprehensive income 4,536,780 1,541,347
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Consolidated Statement
of Changes in Equity

for the year ended 30 June 2019

Issued Retained Revaluation Total
Capital Earnings Reserve Equity
BALANCE AT 1 JULY 2018 13,789,155 7,631,082 8,724,329 30,144 567
Prafit for the period - 1,496,120 - 1,496,120
Revaluation of Property, Plant & Equipment 2,944 287 2,944 287
Reclassification of depreciation
on revalued assets . 344,188 (344,188) -
Movement in deferred tax
on revaluation reserve - - 96,373 96,373
Total comprehensive income 1,840,308 2,696,472 4,536,780
Distributions to shareholders (note 5) - (577,990) - (577,990
Movement in equity for the period - 1,262,318 2,696,472 3,958,790
Balance at 30 June 2019 13,789,155 8,893,400 11,420,801 34,103,356
BALAMCE AT 1 JULY 2017 13,789,155 6,528,921 8,972,144 29,290,220
Profit for the period . 1,444,975 - 1,444,975
Reclassification of depreciation
on revalued assets - 344,187 (344,187 .
Movement in deferred tax
on revaluation reserve - o 96,372 96,372
Total comprehensive income 1,789,162 (247 815) 1,541,347
Distributions to shareholders (note 5) - (687,001) - (687,001)
Movement in equity for the period - 1,102,161 (247,815) 854,346
Balance at 30 June 2018 13,789,155 7,631,082 8,724,329 30,144,567
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Consolidated Statement
of Financial Position

as at 30 June 2019

Note 2019 2018

5 $

Assets
Property plant and eguipment 8 47,317,601 34912723
Investment property 9 4,376,319 4535317
Intangibles 1,538 3,384
Total non-current assets 51,695,458 39,451,424
Trade and other receivables 4 1,035,893 950,909
Cash and cash equivalents 182,046 277,979
Total current assets 1,217,939 1,228,888
Total assets 52,913,397 40,680,312
Equity
Issued capital 13,789,155 13,789,155
Retained earnings 8,893,400 7,631,082
Revaluation Reserve 11,420,801 8,724,329
Total equity 5 34,103,356 30,144,566
Liabilities
Deferred tax liability 3 4,487,178 3,577,996
Rentals in advance 7 1,096,022 1,180,264
Borrowings i} 10,688,562 4,026,792
Total non-current liabilities 16,271,762 8,785,052
Trade and other payables 7 2,092,652 1,702,702
Employee benefits 69,889 47,992
Borrowings 6 375,738 -
Total current liabilities 2,538,279 1,750,694
Total liabilities 18,810,041 10,535,746
Total equity and liabilities 52,913,397 40,680,312

These financial statements were authorised for issue by the board on 3 October 2019 on behalf

of Hawke's Bay Airport Limited.
/Qg:—-
N ol
TONY PORTER SARAH PARK
CHAIRMAN DIRECTOR

b &
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Consoligated Statement
of Cash flows

for the year ended 30 June 2019

Note 2019 2018
$ $
Cash flows
from operating activities
Cash was provided from:
Revenues 7,597,581 6,540,467
Interest Received 392 948
7,597,974 6,541,415
Cash was disbursed to:
Suppliers and Employees (3,744,543) (3,303,211)
Goods & Services Tax (Net) (116,750) 41,071)
Interest Paid (252,563) (46,636)
Income Tax Paid (B63,547) (1,462,704}
(4,977,404) (4,853,622)
Net cash flows from operating activities 10 2,620,570 1,687,793
Cash flows
from investing activities
Cash was disbursed to:
Capital Works (9,176,021) (5,445,173)
Net cash flows from investing activities (9,176,021) (5,445173)
Cash flows
from financing activities
Cash was provided from:
Borrowings 7,037,508 4,026,792
Cash was disbursed to:
Dividends Paid (577,990) (687,001)
Debt Repayment - .
NET CASH FLOWS FROM FINANCE ACTIVITIES 6,459,518 3,339,791
Net increase/(decrease) in cash and cash equivalents (95,933) (417,589)
Add Opening Cash and Cash equivalents 277,979 695,568
Closing cash and cash equivalents at end of year 182,046 277,979
REPRESENTED BY:
Cash at Bank 167,578 261,816
Cash in hand 14,469 16,163
182,046 277,979
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Accounting FPolices

For the year ended 30 June 2019

Significant
Accounting Policies

Reporting Entity

Hawke's Bay Airport Limited is a company incorporated in
Mew Zealand under the Companies Act 1993 and is owned
by the Crown: 50%, Napier City Council: 26%, Hastings
District Council: 24%.

The Company is domiciled in New Zealand and its principal
place of business is 111 Main North Road, Westshore, Napier.
The company operates the Hawke's Bay Airport.

Hawke's Bay Airport Limited is defined as a Council-controlled
organisation pursuant to Part 5 of the Local Government
Act 2002.

Statement of Compliance

The financial statements have been prepared as required by
the Local Government Act 2002 and in accordance with all
applicable financial reporting standards and other generally
accepted accounting practices in New Zealand. They comply
with the New Zealand equivalents to International Financial
Reporting Standards (NZ IFRS) as appropriate to profit
oriented entities applying the Reduced Disclosure Regime.

Basis of Consolidation

The consolidated financial statements comprise the financial
statements of Hawkes Bay Airport Limited and its wholly
owned subsidiary, Hawkes Bay Airpart Construction Limited
(the Graup).

Subsidiaries are entities controlled by the Group. The financial
statements of subsidiaries are included in the consolidated
financial statements from the date that control commences
until the date that control ceases. Intragroup balances and
transactions are eliminated in preparing the consolidated
financial statements.

Measurement Base

The financial statements have been prepared on a going
concem basis in accordance with historical cost concepts

as modified by the revaluation of certain assets and liabilities
as identified in specific accounting policies below

Presentation Currency

These Financial Statements are presented in New Zealand
dollars ($), which is the functional currency of the Group,
rounded to the nearest dallar.

Critical Accounting Estimates,
Assumptions and Judgments

The preparation of financial statements in conformity with NZ
IFRS requires the use of certain critical accounting estimates.
It also requires management to exercise its judgement in the
process of applying the group's accounting policies.

The estimates and associated assumptions are based on
historical experience and various other factors that are
believed to be reasonable under the circumstances. Actual
results may differ from these estimates. The estimates and
underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future
periods if the revision affects both current and future periods.

Critical estimates are included in the impairment assessment
of Investment Property, and in the assessment of the
recoverable amounts of Capital Work in Progress and the fair
value of Property, Plant and Equipment. Management has
exercised its judgement on the selection of depreciation rates
and the classification of financial assets.

Particular
Accounting Policies

1. Revenues

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and services in
the ordinary course of the group’s activities. Revenue is shown
net of Goods and Services Tax (if applicable), returns, rebates
and discounts. The group recognises revenue when the
amount of revenue can be reliably measured, it is probable
that future economic benefits will flow to the company and
when specific criteria have been met for each of the group's
activities, Revenues consist mainly of landing charges,

car parking fees, terminal and leased land rentals and
concessions. Lease income is recognised on a straight-line
basis over the term of the lease.

2. Trade and Other Receivables

Trade and other receivables are stated at net realisable
value after provision for doubtful debts.

3. Taxation

Income tax expense

Income tax on profits for the period comprises current tax,
deferred tax and any adjustment for tax payable in previous
periods. Income tax is recognised in profit or loss as tax expense
except when it relates fo items credited directly to equity, in which
case it is recorded in other comprehensive income.
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Current tax

Current tax is the expected tax payable on the income for the
period based on tax rates and tax laws which are enacted or
substantively enacted by the reporting date.

Defarred tax

Deferred tax arises by providing for temporary differences
between the carrying amounts of assets and liabilities for
financial reporting purpeses and the equivalent amounts
used for tax purposes

Deferred tax assets and liabilities are measured at the tax
rates that are expected to apply to the periods when the
assets or liabilities giving rise to them are realised or settled.

Deferred tax assets, including those related to the tax effect
of income tax losses available to be carried forward are
recognised only to the extent that it is probable that future
taxable profits will be available against which the deductible
temporary differences or unused tax losses can be realised.
Deferred tax assets are reviewed each reporting date and are
reduced to the extent that it is no longer probable that the
related fax benefit will be realised.

4. Cash Flow Statement

The following definitions have been used for the preparation
of the Statement of Cash Flows:

Cash and Cash equivalents: Cash and cash equivalents are
cash in hand, deposits held at call with banks, other short-
term highly liquid investments with original maturities of three
months or less that are readily convertible to known amounts
of cash and which are subject to an insignificant risk of
changes in value.

Operating activities: Transactions and other events that are
not investing or financing activities.

Investing activities: Activities relating to the acquisition, holding
and disposal of non-current assets and of investments, such
as securities, not falling within the definition of cash.

Financing activities: Activities which result in changes in the
size and composition of the capital structure of the Group,
both equity and debt not falling within the definition of cash.

5. Valuation of Property,
Plant And Equipment

Property, plant and equipment

Items of property, plant and equipment are initially recognised
at cost. As well as the purchase price, cost includes directly
attributable costs. Subsequent to initial recognition, land

and land improvement and airport infrastructure and
buildings are carried at fair value less accumulated
depreciation and accumulated impairment losses. Capital
work in progress is carried at cost and transferred to another
category as assets are completed. Other assets are recorded
at cost less accumulated depreciation and accumulated
impairment losses.

Item 1
Attachments a

Any revaluation increment is credited to the revaluation
reserve and included in other comprehensive income,
except to the extent that it reversed a previous decrease of
the same asset previously recognised within net profit in
the statement of comprehensive income, in which case the
increase is recognised within net profit in the statement of
comprehensive income

Each year the difference between depreciation based on the
revalued carrying amount of the asset charged to the income
statement, and the depreciation based on the original cost is
transferred from the revaluation reserve to retained eamings.

Property, plant and equipment comprises airfield and other
infrastructure, car parks, buildings and equipment.

Assets under construction
The cost of assets under construction is recorded at incurred
cost as at balance date.

Disposal of property plant and equipment

When an item of plant property and eguipment is disposed

of any gain or loss is recognised in the profit or loss calculated
at the difference between the sale price and the carrying
value of the asset.

Cyclical maintenance upgrades

Significant expenditure involving renewal of runway surface
compenents is capitalised and subject to depreciation at the
appropriate rates.

6. Investment Property

Investment property, which is property held to earn rentals
and/or for capital appreciation, is initially recognised at cost,
including transaction costs. Costs include all expenditure
relating to infrastructure development and construction.
Investment property is depreciated using the cost model
allowed under NZ IAS 40. Investment properties include

all aspects of the business park development adjacent to
the airport.

7. Depreciation

Depreciation is charged on a straight-line basis to write off the
cost or value of property, plant and equipment and investment
property over their expected economic lives.

The principal depreciation rates are as follows:

Airfield Infrastructure: Base 0.71* to 5.56*
Surface 6.67* to 10.00*
Business Park Infrastructure 0.00% to 10.00*
Buildings 2.50% to 10.00*
Plant & Equipment 2.90% to 40.00%
Car Park & Roading 1.67" 10 5.00%
Fencing 5.00% to 15.00%
Lighting 4,00% 10 10.00%
Furniture & Fittings 10.00%
Office Equipment 30.00%

L
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8. Intangibles

Intangibles comprise computer software that is not an integral
part of the related hardware. This software has either been
purchased or developed internally and is initially recorded at
cost. Subsequent costs are included in the software's carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the cost of
the item can be measured reliably. The costs of maintaining
the software are charged to profit or loss. Software is
amortised over three years using the straight-line method.

9. Financial Instruments Recognition
and Measurement

Financial assets

The Group classifies its financial assets in the following
categories: fair value through profit or loss (FVTPL), fair

value through other comprehensive income (FVTOCI) or
amortised cost. The classification depends on the Group's
business model for managing the financial asset and the
contractual cash flow characteristics of the financial asset.
Management determines the classification of its investments
at initial recognition and re-evaluates this designation at every
reporting date. At balance date, the Group had financial assets
classified only as amortised cost,

Amortised cost

Financial assets at amortised cost have contractual terms
that give rise to cash flow on specified dates that are solely
principal and interest and are held within a business model
whose objective is to hold assets in order to collect those
contractual cash flows.

The Group's amortised cost financial assets comprise of
cash and cash equivalents and accounts receivable.

Purchases and sales of financial assets are recognised

on frade date — the date on which the Group commits to
purchase or sell the asset. Financial assets are initially
recognised at fair value plus transaction costs for all financial
assets not carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss are initially
recognised at fair value and transaction costs are expensed.

After initial recognition, amortised cost financial assets are
carried at amortised cost using the effective interest method,
less impairment.

Financial assets are derecognised when the rights to receive
cash flows from the investments have expired or have been
transferred and the Group has transferred substantially all the
risks and rewards of ownership.

Financial liabilities

Non-derivative financial liabilities are recognised at amortised
cost, comprising original debt less principal payments and
amortisation. Trade payables and borrowings are classified as
financial liabilities.

10. Impairment Testing of Assels

At each reporting date, the Group reviews the carrying values
of its assets to determine whether there is any indication
that those assets have been impaired. If such an indication
exists, the recoverable amount of the asset, being the higher
of the asset's fair value less costs to sell and value in use,

is compared to the asset's carrying value. Any excess of

the asset's carrying value over its recoverable amount is
expensed to profit or loss.

11. GST

All amounts are shown exclusive of Goods and Services Tax
{GST), except for receivables and payables that are stated
inclusive of GST.

12. Leases
The Group only has operating leases.

Rental income from operating leases is recognised on a
straight-line basis over the term of the relevant lease.

Operating lease payments are recognised as an expense on
a straight-line basis over the lease term. Contingent rentals
arising under operating leases are recognised as an expense
in the period in which they are incurred. In the event that
lease incentives are received to enter into operating leases,
such incentives are recognised as a liability. The aggregate
benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis.

13. Changes in Accounting Policies

The Group has adopted “NZ IFRS 9 Financial Instruments” for
the year ended 31 March 2019. The impact of this standard
was to change the classification of financial assets. Due to the
Group’s business model for managing financial assets and the
contractual nature of the assets there has been no change to
the recognition and measurement of the assets. The assets
previously classified as loans and receivables carried at
amortised cost are now in the amortised cost category.

The Group has also adopted “NZ IFRS 15 Revenue from
Contracts with customers”. Due to the nature of the Group's
revenue, this standard has not had a material impact on the
Group's financial statements.

There have been no other changes in accounting policies.
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Notes to the accounts

for the year ended 30 June 2018

1. Operating Revenues

Aviation income includes all revenue from landing charges, aircraft parking, concessions, airfield and terminal rentals.
Carparking includes all income from the short term, daily and long stay car parks. Business park revenue includes all rental
income from tenants occupying sites on the business park investment property. Other revenue includes advertising, use of

the conference facilities and other revenue. All revenue is net of discounts and rebates.

2. Operating Expenses

2019 2018
$ $
Audit Fees - audit of financial statements 30,879 28,809
Directors Fees 105,000 105,000
Lease of Land 34,000 34,000
Employee Benefits 1,106,536 733,527
Other Operating Expenses 2,475,304 2,140,329
3,751,719 3,041,665
3. Taxation
2019 2018
S $
A. Current Year Reconciliation
Profit Before Taxation 2,253,996 2,140,708
Prima Facie Taxation at 28% 631,119 599,398
Adjusted for the tax effect of:
Depreciation on revalued assets 96,373 96,372
Non deductible expenses 30,384 (38)
Prior Years (over)/under provision - -
Income tax expense 757,877 695,733
Comprising
Current Tax 801,398 827,598
Deferred Tax (43,522) (131,865)
757,877 695,733
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B. Taxation Payable/{Receivable)

Balance at 1 July 307,764 942 870
Terminal Tax (paid)/refunded (294,404) (942,870)

13,360 )}
Current Tax Payable 801,398 827,598
Pravisional Tax paid (569,084) (519,834)
RWT paid on Interest 59 .
Balance at 30 June 245,733 307,764

C. Imputation Credit Account

Imputation Credits carried forward 2,662,304 1,398,733
Decrease arising from tax refunded during the year (22,890) 1,461 285
Increase arising from tax paid during the year 886,533 -
Applied to Dividends paid (224,774) (197,714)
Balance at 30 June 3,300,173 2,662,304

D. Deferred Tax Reconciliation

Opening balance 3,577,996 3,806,233
Deferred tax expense (139,895) (228,237)
Revaluation of PP&E 1,049,077 -
Closing balance 4,487,178 3,577,996

Reconciliation of Deferred Tax Expense
Reclassified from current tax

Credited to tax expense (43,522) (131,865)
Charged to other comprehensive income (1,145,450) (96,372)
(1,188,971) (228,237)

E. Deferred Tax Analysis

Holiday Pay (9,736) (5,725)
Impairment Provision (194,992 (194,902
Provision for doubtful debt 60 (14,619)
Intangibles (47) (47)
Income in Advance (332,809) (356,409)
Runway Refurbishment 446,157 505,762
Capitalised interest 34,301 -
Revaluation of PP&E 3,080,732 2,128,028
Asset Base and Depreciation Differences 1,463,512 1,615,997

4,487,178 3,577,995

b &

Hawke's Bay Airport Ltd | Annual Report 2019 | 49

52



Ordinary Meeting of Council - 19 December 2019 - Attachments

L

4. Trade and Other Receivables

2019 2018
S $
Accounts Receivable 503,971 572,916
Provision for doubtful debts - (52,428)
Prepaymenls 261,933 276,965
GST Receivable 269,989 153,456
1,035,893 950,909

5. Equity
shares on issue 2019 2018
Ordinary shares 1004 13,789,155 13,789,155
Revaluation Reserve 11,420,801 8,724,329

All shares have equal voling rights and share equally in dividends and surpluses on winding up.
All shares are fully paid and have no par value

0On 01 December 2018 a dividend of $575.69 cents per share was paid to the holders of ordinary shares
(2017 $684.26 cents per share).

The revaluation reserve arises on the revaluation of property, plant and equipment. When revalued property, plant and
equipment is sold, the portion of the revaluation reserve that relates to that asset is transferred directly to retained earnings.

6. Borrowings

The company has a flexible facility up to $1.5m, (2018: up to $2.5m), and a term facility stepping up from $14.5m at 30 June
201910 $19.5m on 1 January 2020 (2018: $14.7m) available from the ANZ Bank. At balance date the term facility was drawn

down to $10,688,561.73 (2018: $4,026,792) and the Flexible Facility was drawn down to $375,738.15 (2018: $0).

The average interest rate on the term facility was 3.27% p.a (2018: 3.52% p.a). The term facility matures on 30 November 2021,

The current interest rate on the Flexi Facility is 4.89% (2018: 4.89%). The Flexi Facility matures on 30 November 2021.

The facilities are secured by a General Security Agreement.
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7. Trade and Other Payables

2019 2018
$ $
General - Trade 420,943 452,898
- Capital Expenditure 1,336,642 836,839
Renlals in Advance 89,334 105,201
Income Tax Payable 245,733 307,764
2,092,652 1,702,702
Rentals in advance due beyond twelve months totals $1,096,022 (2018: $1,180,264).
8. Property, Plant and Equipment
Land Airport Capital
& Land Infrastructure Other Work in
Improvements & Buildings assels Progress Total
At 30 June 2018
Fair Value 5,567,362 26,831,509 1,316,791 5,299,250 39,014,912
Acc dep 12,696 3,133,717 055,776 0 4,102,189
5,554,666 23,697,792 361,016 5,299,250 34,912,723
Opening net book value 5,554,666 23,697,792 361,015 5,299,250 34,912,723
Additions 0 345185 40,788 9,381,371 9,767,344
Disposals 0 0 0 0 0
Revaluation 246,661 3,746,703 0 0 3,993,364
Depreciation 966 1,277,308 111,242 0 1,389,515
Transfers 0 7,381,022 348,248 (7,695,584) 33,685
Closing net book value 5,800,362 33,893,393 638,809 6,985,037 47,317,601
At 30 June 2019
Fair Value 5,800,362 33,893,393 1,705,788 6,985,037 48,384,580
Acc dep 0) (0) 1,066,979 0 1,066,979
5,800,362 33,893,393 638,809 6,985,037 47,317,601

As at 30 June 2019 the Land was valued by an independent valuer - Logan Stone Limited and the Airport Infrastructure
& Buildings were valued by an independent valuer - Peter Seed Ltd .

The valuations were on the basis of current fair value. Logan Stone Limited determined the fair value by direct reference
to recent market fransactions on arm’s length terms for properties comparable in size and location, taking into account the
highest and best use for the land, in particular the proximity of the car park land to the airport terminal. This is level 2 on

the fair value hierarchy - see note 14.

Peter Seed Ltd used a discounted cashflow model as there was an absence of sale of similar properties and this is
industry practice. This discounted cashflow was based on future forecast income and expenditure for the aeronautical
and non-aeronautical assets. This is level 3 on the fair value hierarchy - see note 14.

At reporting date, if passenger growth forecasts used in the Discounted Cash Flow were +2% or -1% with all ofher variables
held constant, it would increase /(decrease) the value of Property Plant and Equipment by $3.6m/(§1.6m).

Additions subsequent to the revaluation are carried at cost,

As shown in the Statement of Changes in Equity there was an additional depreciation charge of $344,188 (2018: $344,187)

as a result of the prior year revaluations on the Airport Infrastructure & Buildings assets.
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9. Investment Property

Land  Business Park Capital
& Land Infrastructure Work in
Improvements & Buildings Progress Total
At 30 June 2018
Cost 2,977,203 2,875,214 145,270 5,997 687
Accumulated depreciation and impairment 228,887 1,233,483 - 1,462,370
2,748,316 1,641,731 145,270 4,535,317
Opening net book value 2,748,316 1,641,731 145,270 4,535,317
Additions - - 132 132
Disposals - - - o
Depreciation 33619 125,511 - 159,130
Transfers - - - -
Closing net book value 2,714,697 1,516,220 145,402 4,376,319
At 30 June 2019
Cost 2,977,203 2,875,214 145,402 5,997,819
Accumulated depreciation and impairment 262,506 1,358,994 - 1,621,500
2,714,697 1,516,220 145,402 4,376,319

The company is developing a business park complex on the surplus airfield land. The development commenced in 2013,
The initial tenant of the business park has prepaid its rentals for the 21 year term of the lease. This income is being
recognised over the term of the lease.

As at 30 June 2019 the company has considered whether any new indicators of impairment exist. The recoverable amount
of the land has been considered separately for the developed and the undeveloped land.

The recoverable amount of the developed land has been calculated by undertaking a lease capitalisation calculation on
the nel lease income from existing tenants. The recoverable amount of the prepaid lease has been calculated by undertaking
a discounted cash flow calculation based on the lease income for the remainder of the lease term.

The recoverable amount of the undeveloped land has been valued by a third party valuation expert, Logan Stone Ltd. as
at 30 June 2019, based on a value per square metre derived from knowledge of recent market transactions.

When the estimated value of the developed land and the valuation of the undeveloped land is combined, the recoverable
value is greater than the net book value per the financial statements. Therefore, no impairment exists.

The Company will continue to monitor the ongoing financial performance of the business park at each reporting date
to confirm whether previous impairments have reversed or further impairments should be recognised.

10. Reconciliation of Net Profit After Income Tax
to Net Cashflows from Operating Activities

2019 2018
S $
Operating Profit/(Loss) After Taxation 1,496,120 1,444 975
Add/(Less):
Nan Cash ltems
- Depreciation 1,550,531 1,396,041
- Doubtful debts (52,426) 52212
- Deferred Tax (43,522) (131,865)
Interest Costs Capitalised (90,322) -
Changes in Trade and Other Receivables (46,187) (234,346)
Changes in Payables and Income in Advance {193,623 (839,225)
Net Cash flows from Operating Activities 2,620,571 1,687,793
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11. Commitments

Operating commitments:

As at 30 June 2019 the company had 2.5 years remaining of a new five year contract with a provider of rescue fire,

grounds maintenance and security services at $799,000 per annum. This confract runs until 31 December 2021.

The company has entered into a lease agreement o lease land as part of the runway extension for a term of 35 years

expiring on 30 April 2045 with ongoing rights of renewal.

2019 2018

$ $

No longer than 1 year 34,000 34,000
1 - 5years 136,000 136,000
Longer than 5 years 697,000 731,000
867,000 901,000

Capital commitments:

As at 30 June 2019 the Company is contractually committed to capital expenditure totalling $9,789,229, with $9,061,395 of this

relating to the terminal redevelopment project and the balance associated with masterplan and carpark development projects.

In the prior year at 30 June 2018 the Company had a contractual commitment of $11,625,845 in respect of the terminal

redevelopment project,

For further information on the new terminal expansion project refer to the Chairmans and Chief Executives report.

12. Contingencies

There are no known contingent liabilities (2018: Nil).

13. Transactions with Related Parties

Hawke's Bay Airport Ltd is owned by Napier City Council, Hastings District Council and the Crown. The company enters into
numerous transactions with government departments, Grown entities, State-owned enterprises and other entities controlled

by the Crown and pays rates to the Napier City Council.
These transactions are not separately disclosed where they:

* Are conducted on an arm’s length basis;
* Result from the normal dealings of the parties: and

= Meet the definition of related party transactions anly because of the relationship between the parties being subject

to comman cantrol o significant influence by the Crown

Hawke's Bay Airport Limited incorporated a 100% owned subsidiary, Hawke's Bay Airport Construction Limited on

15 March 2019.

Hawke's Bay Airport Construction Limited is the company that contracts to Hawke's Bay Airport Limited to undertake

the construction management of the airport terminal redevelopment project.

All transactions between Hawke's Bay Airport Limited and Hawke's Bay Airport Construction Limited are eliminated

on consolidation so there are no related party transactions to disclose at Group level.

Amounts paid to key management personnel (Chief Executive, Chief Financial Officer, and the Directors) during the year

wiere $678,247 (2018: $451,218).
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14. Financial Instruments
The Company is party to financial instruments as part of its normal day to day operations

The main financial instruments are:

* (Cash and cash equivalents

= Accounts receivable

* Trade payables

*  Borrowings

The Company has no off balance sheet financial instruments.

Fair Value of Financial Instruments
All financial assets and financial liabilities carrying amounts are a reasonable approximation of fair value.

The fair value estimates were determined by the following methodologies and assumptions.
CASH AND CASH EQUIVALENTS: The reported amounts approximate fair value

ACCOUNTS RECEIVABLES: The reported amount approximates fair value because they are assessed for impairment
and all amounts are receivable within three months of balance date.

TRADE PAYABLES: The reported amount approximates fair value because they are payable in the short term.
BORROWINGS: The reported amounts approximate fair value because they are at market interest rates.

Fair value estimation

Assets and liabilities are recorded at fair value are valued according to the fair value hierarchy
as follows:

LEVEL 1- Quoted prices (unadjusted) in active markets for identical assets or liabilities.

LEVEL 2 - Inputs rather than quoted prices included in level 1 that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from prices.)

LEVEL 3 - Inputs for the asset or liability that are not based on observable market data (that is, unobservable inputs).

15. Events Subsequent to Balance Date

On Wednesday 25 September 2019 Jetstar announced that it would be ceasing Regional Turboprop air services across
regional New Zealand from 30 November 2019 meaning Jetstar will cease its current Auckland — Hawkes Bay flights from
that date.

Jetstar's decision to leave the regional market represents a reduction in seat capacity however not necessarily a drop in
passenger demand noting that the competitive element introduced by Jetstar stimulated some of the exlra demand by
introducing elasticity in air fares.

The announcement creates some material uncertainty around the future value of the group's Property, Plant and Equipment
as passenger numbers are a significant input into the discounted cash flow model as detailed in note 8.

The group estimates that due to a change in significant inputs the potential future impact on the Net Book Value of Property,
Plant and Equipment is a decrease in the range of $0.95m to $3.6m.

The above announcement has meant that the financial statements that were issued to the shareholders on 25 September
2019 were withdrawn in order that the above disclosure could be prepared. Due to the timing of the announcement and the
process required to be undertaken to draft the above disclosure, the updated financial statements have not been approved
by the directors until after 30 September 2019 which is a technical breach of the Local Government Act 2002,

There have been no other events subsequent to balance date. (2018: The company received approval for a major transaction
from all of its shareholders enabling a further increase to the terminal expansion of $4.5m).
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Independent

@ bakertilly

STAPLES RODWAY

Auditors Report

TO THE READERS OF HAWKES BAY AIRPORT LIMITED'S GROUP FINANCIAL
STATEMENTS AND PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 2019

The Auditor-General is the auditor of Hawkes Bay
Airport Limited group (the group). The Auditor-General
has appointed me, Philip Pinckney, using the staff and
resources of Baker Tilly Staples Rodway Audit Limited,
fo carry out the audit of the financial statements and
the performance information of the group on his behalf.

Opinion

We have audited:

* the financial statements of the group on pages 41 to 54,
that comprise the statement of financial position as at
30 June 2019, the statement of comprehensive income,
statement of changes in equity and statement of cash
flows for the year ended on that date and the notes to
the financial statements that include accounting policies
and other explanatory information; and

» the performance information of the group on page 40.

In our opinion:
* the financial statements of the group on pages 41 to 54:

- present fairly, in all material respects:
- its financial position as at 30 June 2019; and

- its financial performance and cash flows for
the year then ended; and

- comply with generally accepted accounting practice
in New Zealand in accordance with New Zealand
equivalents to International Financial Reporting
Standards Reduced Disclosure Regime; and

+ the performance information of the group on page 40
presents fairly, in all material respects, the group’s
actual performance compared against the performance
targets and other measures by which performance was
judged in relation to the group’s objectives, for the year
ended 30 June 2019.

QOur audit was completed on 3 October 2019,
This is the date at which our opinion is expressed.

The basis for our opinion is explained below, and we
draw your attention to other matters, In addition, we
outline the responsibilities of the Board of Directors and
our responsibilities relating to the financial statements
and the performance information, we comment on other
information, and we explain our independence.

Replacement financial
Statements, statement of
service performance, and
audit report

Without modifying our opinion, we draw attention to the

fact that the financial statements on pages 41 to 54 and

the statement of service performance on page 40 replace
the previously issued financial statements and statement

of service performance dated 24 September 2019. The
previous financial statements and statement of service
performance have been replaced because, on 25 September
2019, Jetstar announced that it would be ceasing Hawkas
Bay flights from 30 November 2019 creating material
uncertainty around the future value of the group's Property,
Plant and Equipment as passenger numbers are a significant
input into the discounted cash flow model as detailed in note
8. Attention is drawn to note 15 on page 54, which outlines
the circumstances in more detail. This audit report replaces
the audit report issued on 24 September 2019.
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Basis for our opinion

We carried out our audit in accordance with the Auditor-
General’s Auditing Standards, which incorporate the
Prafessional and Ethical Standards and the International
Standards on Auditing (New Zealand) issued by the New
Zealand Auditing and Assurance Standards Board. Our
responsibilities under those standards are further described
in the Responsibilities of the auditor section of our report.

We have fulfilled our responsibilities in accordance with
the Auditor-General's Auditing Standards.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Responsibilities of the
Board of Directors for the
financial statements and the
performance information

The Board of Directors is responsible on behalf of the
group for preparing financial statements and performance
information that are fairly presented and that comply with
generally accepted accounting practice in New Zealand.

The Board of Directors is responsible for such internal
control as it determines is necessary to enable it to
prepare financial statements and performance information
that are free from material misstatement, whether due lo
fraud or error,

In preparing the financial statements and the performance
information, the Board of Directors is responsible on behalf
of the group for assessing the group's ability to continue as
a going concern. The Board of Directors is also responsible
for disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting,
unless there is an intention to liquidate the group or to cease
operations, or there is no realistic alternative but to do so.

The Board of Directors’ responsibilities arise from the Local
Government Act 2002,

Responsibilities of the
auditor for the audit of the
financial statements and the
performance information

Qur objectives are to obtain reasonable assurance about
whether the financial statements and the performance
information, as a whole, are free from material
misstatement, whether due to fraud or error, and to issue
an auditor's report that includes our opinion.

Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit carried out in accordance with
the Auditor-General's Auditing Standards will always detect
a material misstatement when it exists. Misstatements are
differences or amissions of amounts or disclosures, and

can arise from fraud or error. Misstatements are considered
material if, individually or in the aggregale, they could
reasonably be expected to influence the decisions of readers
taken on the basis of these financial statements and the
performance information.

For the performance information, our procedures were
limited to checking that the information agreed to the
group’s slatement of intenl.

We did not evaluate the security and controls over the
electronic publication of the financial statements and the
performance information.

As part of an audit in accordance with the Auditor-General's
Auditing Standards, we exercise professional judgement and
maintain professional scepticism throughout the audit. Also:

* Weidentify and assess the risks of material
misstatement of the financial statements and the
performance information, whether due to fraud or error,
design and perform audit procedures responsive to
thaose risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The
risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of the
internal contral.

= e obtain an understanding of internal control relevant
1o the audit in order to design audit procedures that are
appropriate in the circumstances but not for the purpose
of expressing an opinion on the effectiveness of the
group’s internal control,
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* We evaluate the appropriateness of accounting policies
used and the reasonableness of accounting estimates
and related disclosures made by the Board of Directors.

e \We evaluate the appropriateness of the reporled
performance information within the group’s framework
for reporting performance.

= We conclude on the appropriateness of the use of the
going concern basis of accounting by the Board of
Directors and, based on the audit evidence obtained,
whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the
group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to
the related disclosures in the financial statements
and the performance information or, if such disclosures
are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence oblained up 1o the
date of our auditor’s report. However, future events or
conditions may cause the group to cease to continue
as a going concern.

* We evaluate the overall presentation, structure and
content of the financial statements and the performance
information, including the disclosures, and whether the
financial statements and the performance information
represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with the Board of Directors regarding,

among other matters, the planned scope and timing of the

audit and significant audit findings, including any significant
deficiencies in internal control that we identify in our audit.

Our responsibilities arise from the Public Audit Act 2001,

Other Information

The Board of Directors is responsible for the other
information. The other information comprises the information
included on pages 1 to 39, but does not include the financial
statements and performance information, and our auditor's
report thereon.

Our opinion on the financial statements and the performance
information does not cover the other information and we

do not express any form of audit opinion or assurance
conclusion thereon

Item 1
Attachments a

In connection with our audit of the financial statements and
the performance information, our responsibility is to read

the other information. In doing so, we consider whether

the other information is materially inconsistent with the
financial statements and the performance information or our
knowledge obtained in the audit, or otherwise appears to be
materially misstated. If, based on our work, we conclude that
there is a material misstatement of this other information,
we are required to report that fact. We have nothing to report
in this regard.

Independence

We are independent of the group in accordance with
the independence requirements of the Auditor-General's
Auditing Standards, which incorporate the independence
requirements of Professional and Ethical Standard 1
{Revised): Code of Ethics for Assurance Praclitioners
issued by the New Zealand Auditing and Assurance
Standards Board.

Other than the audit, we have no relationship with,
or interests in, the group.

g

Philip Pinckney

Baker Tilly Staples Rodway Audit Limited
On behalf of the Auditor-General
Hastings, New Zealand
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