Section 7

Financial Results for the Six Months
Ended 31 December 2012

This report summarises the Auckland Transport financial results for the six months ended 31
December 2012.
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Executive Summary

Financial Results for the six months ended 31 December 2012:

Total operating income

Total operating expenditure

Surplus/(deficit) from operations|

Income for capital projects

Net surplus/(deficit) before tax

Total capital expenditure

Current month | Year to date
variance to variance to Year to date | Year to date| Full year Full Year

Budget Budget Year to date Actual Budget Forecast Budget
$m $million results $million $million $m $million

1.4 38| 1t . 286.4 282.6 578.7 583.6

(0.7) (22.2)| 1 D 417.9 395.7 844.3 824.2

0.7 (18.4)] I D (131.5) (113.1) (265.6) (240.8)

19.7 4252 {p . 539.3 114.2 677.2 243.0

20.4 w068 7 M 407.8 1.0 4116 2.4

(11.9) (407.1)‘ 1 - 692.4 285.3 690.6 719.8

Key to symbols used:

: Within tolerable range

: Below budget, unfavourable variance
: Below budget, favourable variance

|

: Above budget, favourable variance
: Achieved budget or better
: Monitoring, some action taken

S S

: Above budget, unfavourable variance : Action required
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O |

Net surplus before tax year to date is $407.8m. This is $406.8m favourable to the
budgeted surplus of $1.0m due to higher than budgeted operating income of $3.8m
and income for capital projects of $425.2m (this includes $414.4m unbudgeted vested
assets from NZ Transport Agency and Auckland Council). This is partly off-set by an
additional $22.2m of operating expenditure.

Excluding the $414.4m unbudgeted vested asset income, the financial result is a Net
deficit before tax year to date of $6.6m which is $7.6m unfavourable to the budgeted
surplus of $1.0m.
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Total operating income year to date is $3.8m favourable to budget. This is mainly
due to an additional $1.1m cell phone site rental income, $1.7m unbudgeted
reimbursements of street maintenance costs from Auckland Council and $0.7m
additional NZ Transport Agency funding.
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Total operating expenditure year to date is above budget by $22.2m mainly due to:

e $4.4m interest rate swap loss due to a $6.6m loss from the close out of interest
rate swaps partly offset by $2.2m unrealised interest rate swap gain. The
losses on the interest rate swap close outs are due to the market interest rate
being lower than the contract rate for the swaps, however Auckland Transport
will be paying lower fixed interest rates for related borrowing till April 2023

e $5.9m additional depreciation and amortisation partly due to unbudgeted
vested assets depreciation

e $7.2m of street maintenance costs; higher than budgeted rates payment of
$1.3m to Auckland Council

o streetlighting costs of $1.6m above budget however it is expected that this is a
timing difference and will be within annual budget.
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Income for capital projects year to date is above budget by $425.2m primarily due
to $414.4m vested asset income. The receipt of the vested asset is a non-cash
transaction. The fair value of the vested asset was recorded as a fixed asset in the

Statement of Financial Position and recognised as income in the Statement of
Financial Performance.

Excluding vested assets, year to date income for capital projects is above budget by

$10.7m primarily due to NZ Transport Agency capital funding being higher than
expected.

.. Transport <= A7)



Capital expenditure- per month
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Capital expenditure, excluding vested assets, year to date was $278.0m, which is
$7.3m lower than budget due to delayed spending on EMU project of $11m and new
capital expenditure of $2.6m, partly offset by renewal capital expenditure ahead of
budget by $6.4m. The full year budgeted capital expenditure is $719.8m.

Capital expenditure is forecast to be under budget by $29.2m mainly due to the
reduction of $66.5m in land purchase costs in the CRL project partly offset by increase
of $27m in AIFS and $15.8m in NORSGA, AMETI projects. The total forecast
programme for the year to June 2013 is $690.6m.

The asset position is sound with net assets of $14.0 billion at the end of December and
cash flow funding arrangements are in place to ensure all liabilities can be met.
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Section 2b - Net suplus/(deficit) waterfall

Net surplus/(deficit) - Year to date budget to actual (excluding vested asset income)
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Net surplus/(deficit) - Full year budget to forecast (excluding vested asset income)
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Section 4a - Statement of Financial Position
As at 31 December 2012

Actual Actual
31 December 2012 30 November 2012
Note $000 $000
Assets
Current assets
Cash and cash equivalents 16,459 21,688
Trade and other receivables 2 128,726 141,521
Inventories 5,044 5,203
Other assets 16,668 5,373
Total current assets 166,897 173,785
Non-current assets
Property, plant and equipment - assets 13,551,922 13,725,218
Property, plant and equipment - work-in-progress 596,925 556,596
Intangible assets 34,341 34,122
Amounts due from related parties 46,000 46,000
Other non-current assets 28,456 12,285
Total non-current assets 14,257,644 14,374,221
Total assets 14,424,541 14,548,006
Liabilities
Current liabilities
Derivative financial instruments 3 7,507 6,977
Trade and other payables 4 140,740 125,904
Employee benefit liabilities 5 8,320 8,863
Borrowings 6 832 792
Total current liabilities 157,399 142,536
Non-current liabilities
Derivative financial instruments 3 57,735 63,604
Employee benefit liabilities 5 900 900
Borrowings 6 179,407 163,509
Deferred tax liability 7 12,145 11,020
Total non-current liabilities 250,187 239,033
Total liabilities 407,586 381,569
Net assets 14,016,955 14,166,437
Equity
Contributed equity 12,647,591 12,624,942
Retained earnings/(losses) 255,870 427,893
Reserves 1,113,494 1,113,602
Total equity 14,016,955 14,166,437




Section 4b - Notes to the Financial Statements

As at 31 December 2012 Actual Actual
31 December 2012 30 November 2012
$000 $000
Cash and cash equivalents
Cash at bank - Trading 6,126 4,303
Cash at bank - AIFS 1,005 981
Till floats 191 191
Cash investment with Auckland Council 9,137 16,213
Total cash and cash equivalents 16,459 21,688
The carrying value of cash and cash equivalents approximates their fair value.
Auckland Transport operates a restricted bank account for Auckland Integrated Fares System (AIFS). This account is used for the
deposit of unused stored value on AT HOP cards and is therefore considered restricted funds.
Trade and other receivables
Trade debtors 2,463 1,930
Infringements receivable 18,646 18,132
Amounts due from related parties 64,076 66,369
Accrued income 49,603 51,951
Goods and services tax 10,854 3,875
145,642 142,257
Less provision for impairment of receivables (745) (736)
Total trade and other receivables 144,897 141,521
The carrying value of debtors and other receivables approximates their fair value.
There is no concentration of credit risk with respect to receivables as there are a large number of customers.
The maximum exposure to credit risk at the reporting date is the carrying value of each class of receivable mentioned above.
The ageing profile of receivables at 31 December 2012 is detailed below:
Gross Impaired Net
$000 $000 $000
Not past due 126,751 - 126,751
Past due 1 - 30 days 2,528 - 2,528
Past due 31 - 60 days 1,805 - 1,805
Past due 61 - 90 days 1,803 - 1,803
Past due > 90 days 12,755 (745) 12,010
145,642 (745) 144,897
All receivables greater than 30 days in age are considered to be past due.
The provision for impairment of receivables has been calculated on an individual basis. The provision is based on a review of significant debtor
balances. Receivables are assessed as impaired due to significant financial difficulties being experienced by the debtor, and Auckland Transpart
management concluding that it is remote that the overdue amounts will be recovered.
Movements in the provision for impairment of receivables are as follows: Actual
$000
At 1 July 2012 792
Additional provisions made 478
Provisions reversed (525)
Receivables written-off -
At 31 December 2012 745




Section 4b - Notes to the Financial Statements

As at 31 December 2012 Actual Actual

31 December 2012 30 November 2012
$000 $000

Derivative financial instruments

Current liability portion

Forward foreign exchange contracts - cash flow hedges 7,261 6,210

Forward foreign exchange contracts - not hedge accounted 246 767

Current derivative financial instruments 7,507 6,977

Non-current liability portion

Interest rate swaps - cash flow hedges 31,787 36,711

Forward foreign exchange contracts - cash flow hedges 25,948 26,893

Non-current derivative financial instruments 57,735 63,604

Forward foreign exchange contracts

The fair values of forward foreign exchange contracts have been determined using a discounted cash flows valuation technique based on quoted market
prices. The inputs into the valuation model are from independently sourced market parameters such as currency rates. Most market parameters are

implied from forward foreign exchange contract prices.

Forward foreign exchange contracts - not hedged accounted

The netional principal amount of outstanding forward foreign exchange contracts that were not hedge accounted was NZD $375k. The foreign currency
principal amount was EUR 851k. The loss on their revaluation of $246k has been recorded in the Statement of Financial Performance.

Forward foreign exchange contracts - hedge accounted

The notional principal amount of outstanding forward foreign exchange contract cash flow hedges was NZD $359.8m. The foreign currency principal
amount was USD 255.9m. These cash flow hedges have been accounted for as effective and the loss of $33.2m on their revaluation has been

transferred to the cash flow hedge reserve within equity.

Interest rate swaps

The fair values of interest rate swaps have been determined by calculating the expected cash flows under the terms of the swaps and discounting these
values to present value. The inputs into the valuation model are from independently sourced market parameters such as interest rate yield curves. Most

market parameters are implied from instrument prices.

The notional principal amount of the outstanding interest rate swap contracts was $461m. At 31 December 2012 the fixed interest rates of cash flow

hedge interest rate swaps varied from 4.9% to 5.4%.

Trade and other payables

Creditors 30,574 28,962
Accrued expenses 84,041 74,523
Retentions 6,732 7,381
Amounts due to related parties 16,954 11,825
Income in advance 2,439 3.213

140,740 125,904

Creditors and other payables are non-interest bearing and are normally settled on 20-day terms. Therefore, the carrying value of creditors and other

payables approximates their fair value.



Section 4b - Notes to the Financial Statements

As at 31 December 2012 Actual Actual
31 December 2012 30 November 2012
$000 $000

Employee benefit liabilities

Current portion

Accrued salaries and wages 2,016 1,676
Accrued leave 6,304 7,187
Current employee benefit liabilities 8,320 8,863

Non-current portion

Retirement gratuities 383 383
Long service leave 517 517
Nan-current employee benefit liabilities 900 9200
Borrowings

Current portion

Loans from Auckland Council 832 792
Current borrowings 832 792

Non-current portion

Loans from Auckland Council 179,322 163,509
Finance Leases 85 -
Non-current borrowings 179,407 163,509
Weighted average cost of funds on total borrowings 5.32% 5.38%

Auckland Transport's debt of $180,239,000 is issued at fixed rates of interest ranging from 4.20% to 6.06%.

Actual
Deferred tax liability 31 December 2012
Property, Other Tax Total

plant and provisions losses

equipment

Deferred tax liability $000 $000 $000 $000
Balance at 1 July 2012 (11,020) - - (11,020)
Charged to profit and loss (1,125) - - (1,125)

Charged to equity = = Al -

Balance at 31 December 2012 (12,145) - - (12,145)
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Section 5b - Cash flow

Cash flow - Current month forecast to actual

S0m

-$4m

-$8m

-$12m

-$16m

-$20m

-524m

$0.1m

-$28m -
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Section 7 - Accounts Receivable and Accounts Payable Monthly Report.

Accounts Receivablie

An overview of the Debtors as at 31 December has 93.09% of adjusted Debtors in 30 and 60 days. A number of
payments have been received in January for outstanding amounts shown in the 90, 120 and 120+ days of this report.

Debtors Ageing Analysis as at 31 December 2012

Description Ave Days Total Ols 30 Days 60 Days 90 Days 120 Days 120+ Days Notes

Debtors Ageing 31 Dec 65 4,338,013 2,174,806 343,906 89,520 334,968 1,394,812
100.0% 50.1% 7.9% 2.1% 7.7% 32.2%

O/s Related Parties na 1,875,543 1,111,883 145,142 37,350 98,455 482,713 1

Trade Debtors 63 2,462,470 1,062,923 198,764 52,170 236,513 912,100
100.0% 43.2% 8.1% 2.1% 9.6% 37.0%

Debtors Paid to AC 175 l 767 0 0 383 0 383 2

Queried Invoices 223 311,613 847 909 3,609 167,352 138,896 3

Cell Sites - Property 274 711,307 0 0 0 0 711,307 4

To Baycorp (Collection) 287 18,026 696 696 696 5,001 10,936 5

Payment Arrangement 52 32,628 -5,337 -6,482 524 42,923 1,000 6

Lodged Courts (Damages) 75 77,081 32,225 17571 210 7,608 19,467 7

Adjusted Debtors Nia 1,311,050 1,034,491 186,070 46,748 13,629 30,111
100.0% 78.9% 14.2% 3.6% 1.0% 2.3%

1 - This section relates to amounts owed by related parties (inter-company).

2- These are debtors who paid AC in error. We are constantly working with AC to rectify these problems.

3 - A number of invoices have been queried by the Debtors concerned and we are working with them and the

relevant Departments in an effort to resolve these queries.

4 - Property are currently working to resolve on-going issues around outstanding amounts relating to rental of cell
sites. An amount of $ 788,791 was impaired at 30 June as they were considered doubtful. Recent feedback
indicates that there may be an issue with $711k outstanding and, as a result, this amount will be provided for
as doubtful in the Half Year Report.

5 - These are amounts which may be written off in the future. All amounts written off are approved by the CFO in
accordance with accepted practice. A number of Debtors have been handed over to Baycorp for collection.

6 - We have agreed payment terms with a few slow paying Debtors rather than handing them over to Baycorp.
These are closely monitored to ensure that payments are received on agreed dates.

7 - Lodged Courts relates to matters where AT is recovering damages from road accidents investigated by the
Police. Many of the matters are being paid off at a nominal amount per week as instructed by the Courts.



Infringement Overview

December’s receipting is just short of 20,000 receipts which is a third less than November and December receipts, but
is normal for this time of the year, with the close off for Christmas, receipts for that period were only uploaded in
January. Up to and including 10 January, 12,549 receipts have been recorded in January 2013.

RowiLabals. - Count of Amount Sumof/Amount2

A_T\_Nebsne 3 7'_605 $3092,087 Count of Amount: Sum of Amount2.
AC FOH 572 7,03 O &
A 1129 :g o 6?8 Infringement Receipts by Payment Channel
Baycorp 3,668 $314,885
BNZ RP 866 $53,012
Internet Banking 2,022 $121,358 Bank Reference
KiwiBank SO (SO RIS 15206 1.0/} ® AT Website
Grand Total 19,597 $1,216,143 e
B AT Finance |
Baycorp |
= BNZ RP
Internet Banking
e

Values, J

Baycorp has during December increased its share of receipts to almost 20%.

' AT Receipts and Baycorp Overview.
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The following graph illustrates receipting patterns over the past 2 years. [t is normal for receipting to drop off
substantially in December and January. While there has been the normal drop off, the number of receipts in the
second half of 2012 is substantially higher than any other period following the introduction of the Baycorp project.

‘ Monthly Receipting 2011 vs 2012.
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Recommendation

It is recommended that the Auckland Transport Board receive this report.
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