Committee:  Council Controlled Date: 06 April 2016
Organisations Subcommittee

Report Name: Vibrant HamiltonTrust - Author: lan Loiterton
Chairperson's Six Month
Report to 31 December 2015

Report Status Open
Strategy, Policy or Plan context Monitoring the performance of CCOs
Financial status Not applicable

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

Assessment of significance

1. Purpose of the Report
2. To present the Chairperson’s Six Month Report to 31 December 2015 for the Vibrant Hamilton
Trust.

3. Recommendation from Management

That the Report be received.

4. Attachments

5. Attachment 1 - Chairperson's Six Month Report to 31 December 2015 for the Vibrant Hamilton
Trust

Signatory

Authoriser Jude Pani, Democracy Manager
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Committee:  Council Controlled Date: 06 April 2016

Organisations Subcommittee

Report Name: Vibrant HamiltonTrust - Draft ~ Author: Brett Brinkworth

Statement of Intent 2016/17
and Half Year Report to 31

December 2015
Report Status Open
Strategy, Policy or Plan context Monitoring the performance of CCOs
Financial status Not applicable

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

10.

11.

Purpose of the Report
To present the Vibrant Hamilton Trust Draft Statement of Intent 2016/17 and Half Year Report
to 31 December 2015.

Executive Summary

Statement of Intent 2016/17

Trustees have forecast a distribution of grants of at least $300k for the 2016/17 year.

Surpluses of between $173k and $185k are forecast for the 2017 to 2019 period of the
Statement of Intent.

See Attachment 1 for the Draft Statement of Intent in full.

Half Year Report to 31 December 2015

A deficit of $454k compared with a budgeted surplus of $150k was achieved for the six month
period. This was a $604k unfavourable result due to adverse movement of investment values,
lower dividend revenue and additional grants distributed.

Despite lower revenue in the short term, forecast distributions remain unchanged given the
substantial investment returns achieved over recent years.

See Attachment 2 for full results in the Half Year Report.
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Recommendations from Management
That:

a) the Report be received, and

b) Council provides a written response to the Vibrant Hamilton Trust advising that the CCO
Subcommittee approves the Draft Statement of Intent 2016/17 with no amendments.

12. Attachments
13. Attachment 1 - VHT - Draft Statement of Intent 2016/17

14. Attachment 2 - VHT - Half Year Report to 31 December 2015
15. Attachment 3 - VHT - Letter of Expectation

Signatory

Authoriser David Bryant, General Manager Corporate
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FINANCIAL STATEMENTS

The budgeted/forecast financial statements for the years 2016 to 2019 are shown below.
comparative purposes, we have disclosed the original budget for 2016 (i.e. the approved SOl for
2016) and the revised forecast for 2016 (which incorporates the audited results for 2015 and more

recent information on the portfolio performance).

Vibrant Hamilton Trust
Statement of financial performance
Forecast for the year ended 30 June

For

Revised

forecast Budget Budget Forecast Forecast
Note 2016 2016 2017 2018 2019
$ $ $ $ $

Revenue
Interest and dividend revenue 2 198,251 190,290 200,898 200,575 205,768
Increase in value of investment 2 323,811 311,836 328,134 327,605 336,087
Total revenue 522,062 502,756 529,032 528,180 541,855

Expenses
Management fee 3 38,989 37,548 39,510 39,446 40,468
Audit fee 3 7,393 7,476 7,541 7,692 7,846
Other expenses 3 9,940 8,100 8,100 8,100 8,100
Grants distributed 4 375,000 300,000 300,000 300,000 300,000
Total expenses 431,322 353,124 355,151 355,238 356,414
Surplus/(deficit) for the year 90,740 149,632 173,881 172,942 185,441

5
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Commiittee: Council Controlled

Date: 06 April 2016

Organisations Subcommittee

Report Name: Vibrant Hamilton Trust - Author: Morva Kaye
trustee vacancy and deed

review update

Report Status

Open

Strategy, Policy or Plan context

N/A

Financial status

There is no budget allocated

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is/is not
considered to have a high degree of significance

1. Purpose of the Report

2. The purpose of this report is to seek approval to accept the Variation of Deed of Trust for

Vibrant Hamilton Trust.

3. Executive Summary

4, The April 2015 CCO sub-committee resolved that the Vibrant Hamilton Trust were to review

their Trust Deed to ensure it meets the current purpose and objectives of the Trust and to
allow the Trust to function in an efficient and cost effective manner.

5. The Trust Deed has been reviewed by the Vibrant Hamilton Trust and attached is the
Variations of Deed for Trust for Vibrant Hamilton Trust.

Recommendation from Management

That the proposed changes to the Variation of the Trust Deed are approved.

6. Attachments

Attachment 1 - DRAFT - Variaton of Trust Deed

Signatory

Authoriser David Bryant, General Manager Corporate
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Committee:  Council Controlled Date: 06 April 2016
Organisations Subcommittee

Report Name: Hamilton Proprties Ltd - Author: Morva Kaye
Exemption from CCO
requirements of Local
Government Act

Report Status Open

Strategy, Policy or Plan context N/A

There is not budget allocated
Financial status

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

Assessment of significance

1. Purpose of the Report
2. To update the Subcommittee on Hamilton Properties Ltd.

3. Executive Summary

4, Hamilton Properties Ltd (HPL) is a non-trading company 100% owned by Council for tax losses
that may be able to be accessed should Council have taxable income. There are currently no
foreseeable opportunities to access these losses.

5. HPL has one director Richard Briggs.

6. HPL has had no transactions since it stopped trading on 30 September 1998. It last prepared
an annual report in June 2009.

7. HPL has exemptions for filing tax returns, but must file annually to the Companies Office an
annual return and declaration of non-activity and is currently exempt from CCO requirements
of the local government act until 10 May 2016.

Recommendations from Management
That:
a) the report be received, and

b) the subcommittee recommend to Council that Hamilton Properties Ltd will continue to be
exempt from CCO annual reporting requirements while it is a non-trading company until
the period ending 10 May 2019.
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8. Attachments

9. There are no attachments for this report.
Signatory
Authoriser David Bryant, General Manager Corporate
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Committee:  Council Controlled Date: 06 April 2016

Organisations Subcommittee

Report Name: Waikato Regional Airport Ltd ~ Author: Brett Brinkworth

Half Yearly Report to 31
December 2015 and Draft
Statement of Intent 2016/17

Report Status Open
Strategy, Policy or Plan context Monitoring the performance of CCOs
Financial status Not applicable

Assessment of significance

Having regard to the decision making provisions in the
LGA 2002 and Councils Significance Policy, a decision in
accordance with the recommendations is not
considered to have a high degree of significance

10.

11.
12.
13.

Purpose of the Report
To present the Waikato Regional Airport Limited (WRAL) Draft Statement of Intent for the year
ending 30 June 2017 and Interim Report for the six months ended 31 December 2015.

Executive Summary

Draft Statement of Intent for the year ending 30 June 2017
The key strategic activities for 2016/17 are:

e  Optimize domestic passenger services

e Maximize property lease income

e Completion of the review of Titanium Park Joint Venture

e Debt repayment
Improving cash flow is forecast for the next three financial years (2017 $183k, 2018 S536k,
2019 51,032k).
The Directors propose to recommend that no dividend is paid for the next two years and that
subsequent decisions are determined at the annual general meeting each year thereafter. This
is to enable debt repayments to be prioritized.
See Attachment 1 for the Draft Statement of Intent.

Interim Report for the six months ended 31 December 2015

Passenger numbers have increased 7.5% from a year earlier reversing a declining trend in
recent years.

A permanent Chief Executive and Finance Manager have been appointed during the period.

A small operating surplus of $102k has been achieved for the Group.

Debt outstanding at 31 December 2015 is $9.7m. This has reduced by $1.9m during the past 12
months.
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14. See Attachment 2 for the Interim Report in full.

Recommendations from Management
That:

a) the report be received, and

b) Council provides a written response to Waikato Regional Airport Limited advising that the
CCO Subcommittee approves the Draft Statement of Intent with no amendments.

15. Attachments
16. Attachment 1 - Draft Statement of Intent for the year ending 30 June 2017

17. Attachment 2 - Interim Report for the six months ended 31 December 2015
18. Attachment 3 - Letter of Expectation

Signatory

Authoriser David Bryant, General Manager Corporate
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Statement of Intent — 2015/2016
Waikato Regional Airport Limited Hamilton Alrport

1.0 Introduction

This statement is presented by the Directors in accordance with s.64 (1) Local
Government Act 2002 and sets out the Board’s intentions for the Company for the year
ending 30 June 2017 and succeeding two financial years.

2.0 Strategic Intent

The Airport has identified its core purpose and key objectives that recognise the
strategic intent of the business:

Core Purpose
1. Enabler of air services to the region
2. Operate a first class, safe and compliant regional airport
3. Strategic positioning of the business to enhance capital value

Key Objectives
1. Operate an efficient and compliant airport
2. Enhance the traveller experience
3. Maintain a viable aeronautical business
4. Maximise revenue diversification through non-aeronautical business opportunities

3.0 In Pursuing its Goals the Company will:
o Atalltimes behave in a professional and ethical manner in all its business dealings with
its customers and stakeholders
» Be agoodemployer

s Ensure a safe and healthy work place environment that complies with government
legislation

» |dentify and recognise Shareholders’ expectations, within the bounds of corporate
prudence

4.0 Nature and Scope of Activities to be Undertaken

(4.1) Operate an efficient and compliant airport

Operate a safe, secure and compliant airport by providing for essential projects
together with any compliance expenditure warranted

(4.2) Enhance the traveller experience
Maximise traveller satisfaction and airport experience
(4.3) Maintain a viable aeronautical business

|dentify opportunities to develop new, and expand existing, domestic passenger
services

Promote development and growth of the general aviation sector

To allow the main runway to be extended when supported by an appropriate business
case

Position and protect the airport as an efficient, cost-effective international port of arrival
for private, corporate and medical aircraft

Page 2
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Statement of Intent — 2015/2016
Waikato Regional Airport Limited Hamilton Alrport

(4.4) Maximise revenue diversification through non-aeronautical business
opportunities

Support the development of land within the bounds of a sound strategic approach to
long-term planning for the airport precinct

ldentify and market for sale and or lease all available surplus airport-owned land

(4.5) Ensure appropriate internal and external resource to enable a commercially
driven and high performing organisation

Knowledgeable and capable, high performing and appropriately resourced
management team to ensure sound reporting and accountability, and delivery of the
strategic plan

(4.6) Capital Expenditure
Planned major capital expenditure included in the 3 year forecast is:
2017:$1,479k;
2018 $1,155k
2019 $670k
(4.7)  Strategic Activities
Key activities for the 2016/17 year are:
- Optimise domestic passenger services
- Maximise property lease income
- Completion of the review of Titanium Park Joint Venture

- Debt repayment

5.0 Shareholders’ Funds to Total Assets

Years ending 30 June 2017 2018 2019
Shareholders’ funds to total assets 78% 78% 80%
Definitions:
Shareholders’ funds  Total assets less the total liabilities.
Total assets The value of all assets reported in the Company's statement of financial

position at the end of each reporting period.
6.0 Statement of Accounting Policies

The accounting policies adopted by the Group for the year ending 30 June 2017 and
succeeding 2 years are those as adopted in the 2015 Annual Report adjusted for the
concessions provided for by Tier 2 of the new accounting standards framework issued
by the External Reporting Board in April 2012.

7.0 Performance Targets

The following annual performance targets exclude any Titanium Park land sales.

Year Ended 30 June

Based on consolidated company forecasts 2017 2018 2019
7.1 Earnings before interest, taxation &
depreciation (EBITDA) $2,338,000 $2,412,000 | $2,425,000
7.2 Net deficit after tax ($336,000) | ($351,000) | ($344,000)
Page 3
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Statement of Intent — 2015/2016
Waikato Regional Airport Limited Hamilton Alrport

7.3 Net profit after tax to average 10 10 10
shareholders’ funds 1% 1% 1%
7.4 Net profit after tax to total assets 0% 0% 0%
7.5 Net cash flow (operating & investing) $183,000 $536,000 | $1,032,000
7.6 Total liabilities/shareholders’ funds
) ) 30:70 28:72 2674
(debt/equity ratio)
Applicable to parent company operations only 2017 2018 2019
7.7 Percentage of non-landing charges
76% 76% 74%
Revenue
7.8 Interest cover 6.51x 6.41x 6.96x

The interest cover measures the number of times the net profit before interest, tax
and depreciation (EBITDA) covers interest paid on debt

Non-financial performance targets

7.9 Health & Safety

7.9.1 Facilitate Health & Safety meetings every 2 months with representatives from each
company department

7.92 ZeroWorkSafe notifiable accidents/injuries

7.9.3 Independently review and implement the company’s Health & Safety framework
to align with the requirements of the Health and Safety at Work Act 2016.

7.10  Operational Compliance

7.10.1 To achieve the Airport Certification Standards as required by the Civil Aviation
Authority and as evidenced by Civil Aviation Authority audit reports

7.10.2 Ensure airport is operationally available for all scheduled passenger services (except
for uncontrollable events)

7.10.3 Facilitate noise management meetings each 4 months in accordance with the Noise
Management Plan

711 Customer Satisfaction

7.11.1 Collect, document and act (where viable) on customer feedback forms to
continuously monitor and improve the customer experience. Maintain a database to
ensure recurring negative feedback is promptly acted upon

8.0 Dividend Policy

In view of the priority to reduce debt, and as agreed by Shareholders, the Directors
propose to recommend that no dividend be paid for the next two years and that the
dividend payment decisions for subsequent years are determined at the annual general
meeting each year.

9.0 Information to be provided to Shareholders
9.1 The Annual Report of the Company will include:
s Chairman & Chief Executive Report;

Page 4

Council Controlled Organisations Subcommittee Agenda 6 April 2016- OPEN

Page 284 of 299



Statement of Intent — 2015/2016
Waikato Regional Airport Limited Hamilton Alrport

* Statement of Comprehensive Income;

s Statement of Movements in Equity;
+ Statement of Financial Position; and
» Statement of Cash Flows.
9.2 An Interim Report circulated to Shareholders each half-year will include:
s Chairman’s Report; and

s  Summary of the unaudited financial results for the six months ended 31
December.

10.0 Future Investment Proposals

If the Company wishes to subscribe for, purchase, or otherwise acquire shares in any
other company or any other organisation it can do so only after first obtaining approval
from the majority of shareholders at either a General Meeting or at a Special Meeting
convened for that purpose.

11.0 Commercial Value of the Shareholders Investment
No valuation of shares has been completed.

The consolidated balance sheet of WRAL as at 30 June 2015 shows shareholder equity
of $59.7m. Company investment in Titanium Park Joint Venture is recorded at cost.
Company Property, Plant & Equipment is based upon a 2011 valuation except for land
which was revalued as at 30 June 2013. Company assets such as runways, aprons,
taxiways and the terminal building are based upon depreciated replacement cost.

A revaluation of Property Plant & Equipment will be completed for year ending 30 June
2016

12.0 Compensation from Local Authorities

There are no activities of the Company for which the Directorate would seek
compensation from any local authority.

13.0 Major Transactions

Shareholders approve major transactions via a special resolution. A major transaction is

defined as:

(a) the acquisition of, or an agreement to acquire (whether contingent or not),
assets the value of which is more than 25 % of the value of the company's
assets before the acquisition; or

(b) the disposition of, or an agreement to dispose of (whether contingent or not),
assets the value of which is more than 25 % of the value of the company's
assets before the disposition; or

(c) a transaction which has or is likely to have the effect of the company
acquiring rights or interests or incurring obligations or liabilities, the value of
which is more than 25 % of the value of the company's assets before the
transaction; but does not include:

(d) any transaction entered into by a receiver appointed pursuant to a security

over all or substantially all of the property of the company.
Nothing in paragraph (c) of this definition applies by reason only of the company giving, or

entering into an agreement to give, a floating charge secured over assets of the company the
Page 5

Council Controlled Organisations Subcommittee Agenda 6 April 2016- OPEN Page 285 of 299

ltem 15

Attachment 1



Item 15

Attachment 1

Council Controlled Organisations Subcommittee Agenda 6 April 2016- OPEN

Page 286 of 299



Council Controlled Organisations Subcommittee Agenda 6 April 2016- OPEN

Page 287 of 299

ltem 15

Attachment 2



Item 15

Attachment 2

B GROUP RESULTS AT A GLANCE

Domestic Passenger Numbers 157,000
Domestic passengers up 7.5%

Air Movements 62,000

Air movements are the same as prior year

Operating Revenue $3,886,000

Operating revenue up 9%

Operating Expenses  $1,350,000

Operating expenses up 11%
Total expenses down $16k

Earnings before Interest, Tax, Depreciation and Amortisation $1,492,000
EBITDA up 10%

Operating Surplus After Tax ~ $102,000

Term Loans  $9,733,000

Term loans reduced by $1.9m over the 12 months

Council Controlled Organisations Subcommittee Agenda 6 April 2016- OPEN

Note: Results are compared to six months ended 31 December 2014 unless otherwise stated. The financial results
shown above are “normalised” and exclude the revenue from the NZTA compulsory acquisition of land.
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B CHAIRMAN'S REPORT

OVERVIEW OF THE HALF YEAR

The first six months frading delivered an acceptable financial performance, primarily assisted by revenue growth
fromincreased passenger numbers and the benefit of lower interest expenses. The focus for the Management Team
has been the on-going efficient operation of the Airport and the completion of a number of projects.

These projects have included the agreement with Air New Zealand to construct a new Koru Lounge, which will be
completed in mid-2016. There has been a full review of the company |.T. systems and a new support provider was
appointed in December. In addition, the book store was re-branded and launched as “The Store” in November.

A full review of the five year lapse period designation for approach lighting is being completed by independent
aviation consultants and recommendations will be discussed in the first quarter of 2016.

The new management structure was finalised, with the appointments of a permanent Chief Executive and Finance
Manager along with the existing role of General Manager Operations.

The half year has seen 157,486 passengers using the airport which is a 7.5% increase on last year and reverses
the trend of recent years of passenger decline. The Air New Zealand services to Wellington and Christchurch have
seen reasonable growth, somewhat offset by the reduction in frequency of the Hamilton to Auckland service which
will cease completely in February 2016. In November Kiwi Regional Airlines commenced a new service from
Hamilton to Nelson which is receiving good support from both Nelson and the Waikato markets.

During late 2016 we will see increased seat capacity on the Air New Zealand service as they introduce a 50 seater
Q300 aircraft to the schedule that replaces the Beech 19 seater aircraft on the Palmerston North route.

Capital works this financial year have been focused on maintaining operational improvements and general capital
maintenance to the aerodrome. A detailed review of all assets has been conducted and an updated asset
management plan has been completed for board review in early 2016.

There continues to be a major focus on Health & Safety. Independent expertise has been engaged to oversee Health
and Safety audit and compliance for the company ensuring obligations are met in relation to the newlegislation that
comes into effect on the 4th April 2016.

Financial Results

The operating surplus after tax for the Group (inclusive of Titanium Park Limited and Hamilton & Waikato Tourism
Limited) is $102,000. The improved performance is due to higher passenger numbers. In November there was a
compulsory acquisition of five hectares of land by NZTA which resulted in a profit (net of tax) of $562,000 bring the
total surplus after tax to $664,000.

Termloans reduced by $1.9m over the 12 months of which $1.7m related to Titanium Park Limited. Given the
current economic climate, the company cancelled the swap agreements that were in place with the associated
cost of $0.6m being added to the term loan balance. Other loan repayments were $0.8m.

Operations

Operations continue to be conducted in accordance with CAA regulatory compliance. Total Air Movements remain
consistent with the same period in 2014. Airfield capital works have included the implementation of enhanced
passenger contrd infrastructure on the terminal apron area, the installation and introduction of enhanced aerodrome
manoeuvring area signage and the sealing of additional taxiway areas.

Titanium Park Joint Venture (TPJV)

The Board's key priority this year has been the review of Titanium Park and the agreement with its joint venture
partner. This review has considered the future options for the Park and the Board will have finalised a position on
this by March 2016.
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B CHAIRMAN'S REPORT

Hamilton & Waikato Tourism Limited

New Zealand's tourism industry is experiencing exceptional growth with visitor arrivals and expenditure at its highest
level ever. The Hamilton & Waikato region has shared in this growth. Data released in November (YE March 15,
MBIE) showed the region’s visitor expenditure was $1.23b, a 7%increase on the previous year.

International visitors confributed $230m of visitor expenditure to the region, up 19% on the previous year. Hobbiton

Movie Set and Waitomo Caves remain key drivers of international visitation. Domestic visitors contributed $1b of
visitor expenditure, up 4.5% on the previous year.

Mark Morgan was appointed to the Hamilton & Waikato Tourism Board in December.

Qufiook

The ongoing focus for the Board and Management during the second half of the year will be the continuation of
strategies to prudently control operating expenses and to continue to repay debt.

John Spencer
Chairman
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8 FINANCIAL PERFORMANCE TARGETS

For the Six Months Ended 31 December 2015

Group
SOl Actual Forecast

30/06/16 3112015 30/06/16
MEASURES
Earnings before interest, taxation & depreciation
(EBITDA) $2.06m $1.492m $2.39m
Net surplusi/(deficit) after tax -$421k $102k -$195k
Net profit after tax to average shareholders’ funds -1.0% 0.2% -0.3%
Net profit after tax to total assets -1.0% 0.1% -0.3%
Net cash flow (operating & investing) -$632k $104k $695k
Total liabilities to shareholder funds 25:75 30:70 27:73
Parent only:
Percentage of non-landing charges revenue to total 64% 80.9% 78.8%
revenue
Interest cover (Banking covenant requirement 1.50) 2.86 4.05 5.0

The above results have not been audited and excludes NZTA compulsory acquisition of land
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B CORPORATE DIRECTORY

For the Six Months Ended 31 December 2015

Board of Directors

Chief Executive
General Manager - Operations
Finance Manager

Registered Office

Telephone
Facsimile
E-mail
Web Site
Bankers
Solicitors

Auditors

John Spencer, Chairman
Annabel Cotton
Margaret Devlin

Carlos da Silva

Mark Morgan

Simon Hollinger
Michelle Clark

Hamilton Airport Terminal Building
Hamilton Airport

Airport Road, RD 2

Hamilton 3282

07 848 9027

07 843 3627
wral@hamiltonairport.co.nz
www.hamiltonairport.co.nz
Bank of New Zealand
Tompkins Wake, Hamilton

Audit New Zealand, Hamilton on behalf
of the Controller and Auditor-General
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Resolution to Exclude the Public
Section 48, Local Government Official Information and Meetings Act 1987

The following motion is submitted for consideration:

That the public be excluded from the following parts of the proceedings of this meeting, namely
consideration of the public excluded agenda.

The general subject of each matter to be considered while the public is excluded, the reason for passing
this resolution in relation to each matter, and the specific grounds under section 48(1) of the Local
Government Official Information and Meetings Act 1987 for the passing of this resolution follows.

General subject of each matter to Reasons  for  passing this Ground(s) under section 48(1) for

be considered resolution in relation to each the passing of this resolution
matter
Cl1. Council Controlled ) Good reason to withhold Section 48(1)(a)

Organisations Subcommittee ) information exists under
Minutes - Public Excluded -9 ) Section 7 Local Government
March 2016 ) Official Information and

) Meetings Act 1987

)

C2. Council Controlled
Organisations Subcommittee
- Action List (Public
Excluded) - 6 April 2016

C3. Waikato Regional Airport Ltd

This resolution is made in reliance on section 48(1)(a) of the Local Government Official Information and
Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act
which would be prejudiced by the holding of the whole or relevant part of the proceedings of the meeting
in public, as follows:

Item C1. to prevent the disclosure or use of official Section 7 (2) (j)
information for improper gain or improper
advantage

Item C2. to prevent the disclosure or use of official Section 7 (2) (j)
information for improper gain or improper
advantage

Item C3. to enable Council to carry out commercial Section 7 (2) (h)

activities without disadvantage
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