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Chairman’s / Chief Executive’s Introduction

Nga Mihi

Itis with mixed emotions that we pen this Chairman’s and Chief Executive's
introduction to Waterfront Auckland’s Annual Report for 2014/15.

2014/15 is the final year of Waterfront Auckland’s short but extremely successful life.
From 1 September 2015, Waterfront Auckland will amalgamate with Auckland Council
Property Ltd to form Panuku Development Auckland.

2014/15 was another big year for Waterfront Auckland with significant progress being
made providing new public spaces, kick-starting the development of the large
residential, commercial and hotel developments in the Wynyard Quarter, and
progressing significant strategic initiatives.

Significant Mana Whenua Engagement

We made a very significant change to the way we do our business by stepping up our
engagement with mana whenua. Working from our Maori Engagement Policy
developed in 2014, we moved to significant and regular engagement with mana
whenua. Monthly meetings were held with mana whenua to inform them of our plans
and to involve them in detailed projects when they wished to be involved. This
engagement was embedded in the transition to Panuku Development Auckland.

New High Quality Public Spaces

Across the Waterfront, we opened new high-quality public spaces. Westhaven
Promenade opened in February providing a beautiful 1.5km walkway, including 600m
of boardwalk, alongside the iconic Westhaven Marina.

The northern section of the Daldy Street Linear Park was opened, continuing on the
sculptural lawns, trees and rain gardens from the first stage completed in 2014 and
adding in play equipment for children.

Diverse Events Activating Our Waterfront

Our waterfront spaces were activated throughout the year by hundreds of events
spread across the width and breadth of the waterfront area. Five events which
showcased the diversity of our activities are:

« Matariki, a month long programme of activities that are accessible to all — be
they local, visitors, young or old (June and July 2015)
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» Daldy Street Party (November 2014), which celebrated the opening of the
north half of the Daldy Linear Park with a range of ‘lo-fi’ activities that, together,
created a full and fun day for children of all ages and demonstrated the parks
future role as a “front yard” to Wynyard Central

« ASB Santa’s Bach (December 2014) which welcomed some 5500 children
through Santa’s holiday home under Silo 7. Reported (by critics old and young)
as being a truly magical experience, the surprise, delight and generosity of the
children who visited Santa and his team make this a staple event in our
calendar

* Anniversary Weekend (January 2015), in celebration of Auckland’s 175th year
since the arrival of Hobson, saw 75,000 people celebrating on Queens Wharf,
with markets, performances, concerts and a multi-media exhibit in Shed 10.

* Workshops on the Wharf (Sundays and School Holidays) were a free, weekly
offering of activities where families can meet and play, have coffee, create and
learn. They can stay for as long as they like or drop in for 20 minutes.

Partnering to Develop a New Urban Community

After years of masterplanning, seeking interested development partners and
negotiations, the first signs of the massive residential and commercial redevelopment
that will occur over the next decade in Wynyard Central are emerging. The newly
renovated Lysaght Building retains a link to the past and provides space for the
GridAKL innovation precinct which catalyses the future. The first stage of the Willis
Bond's residential development is being marketed with high demand demonstrated for
the 167 apartments that are being taken to market (out of a total of 600 apartments
over the entire development). Precinct Properties is marketing its commercial
property developments and is finalising detailed project planning and readying to start
construction. And Fu Wah has obtained resource consents to bring the Park Hyatt
hotel to Wynyard Central — the first truly international standard 5 star hotel in New
Zealand.

We also leased land to the Auckland Theatre Company who have started construction
of the Waterfront Theatre. The anticipated develpment will house a 600-seat theatre,
built specifically to showcase theatre and dance, along with a 200-seat flexible studio
space in the adjacent ASB Head Office development.

Supporting the Marine Industry

Retaining a strong marine presence in the Wynyard Quarter is essential to achieve the
Waterfront Plans goal of an authentic, working waterfront.
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In September 2014, we sought Expressions of Interest internationally from
organisations interested in developing a mixed marine, residential and commercial
development on a site adjacent to the Silo Marina. The development will provide new
infrastructure to support super yacht refurbishment, which will provide significant
revenue into the marine industry and economic benefits to New Zealand.

Demonstrating Leadership in Sustainability

Waterfront Auckland partnered in a way that will secure a high quality urban
community. We demanded from our development partners an extremely high degree
of sustainability and design quality, which when viewed consistently across Wynyard
Central, will deliver something truly special. This will be demonstrated by the Smart
Precinct which was established this year. Smart Precinct monitors sustainability
performance across the Wynyard Quarter, publishing this data in real time so that we
can demonstrate the success of Waterfront Auckland’s sustainability framework.

Managing Iconic Marinas

It's been a year of change for our marinas too as we implemented the Westhaven
Plan. This year we opened X and Y Piers and a fuel jetty at Westhaven Marina. We
also introduced utility plinths next to berths, allowing us to more equitably charge berth
holders for the utilities that they use. Our marina berths always had high occupancy,
from the smaller berths in Westhaven Marina to our superyacht berths at Silo Marina.

Solid Financial Performance

The financial results for the year ended 30 June 2015 indicate a robust performance
across the board with Total Comprehensive Income for the Group of $55.5 million
(2014: $12.8 million). Property valuations again increased this year with a net positive
movement across both the investment property portfolio ($52.1 million) and other
property, plant and equipment ($6.6 million).

Robust Non-financial Performance

Performance wise, we are seeing the Waterfront continuing to become one of
Auckland’s best places to visit, work and play. We estimate 2.16 million people visited
the waterfront over the year. Over 5,000 people work in the Wynyard Quarter, and
this is set to increase rapidly as new commercial developments are completed. And
the residential population will start to grow significantly too with the completion of Willis
Bond's first stage of apartments.
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Our Transition to Panuku Development Auckland

From 1 September 2015 Waterfront Auckland merged into Panuku Development
Auckland. We are confident that the exemplary work that has been done across the
waterfront will be progressed on a larger scale by Panuku Development Auckland as
we move forward collectively.

Haere Ra to Waterfront Auckland

We would like to acknowledge the outgoing Board members. The current and alumni
Board Members have been courageous in their strategic planning, prudent in their
decision making, and have championed the vision that was articulated in the
Waterfront Plan.

Steering this waka has been Sir Bob Harvey, who stepped down as Chairman in June
2015 to take up his new role as Champion for Auckland — Overseas Investment. Sir
Bob was instrumental in developing the vision for our waterfront, finding partners to
work with us in developing it, and providing a source of energy and passion to make
our waterfront a fantastic place.

We would also like to acknowledge the work of the Executive Leadership Team and
the staff of Waterfront Auckland. They have led the development of the waterfront
with creativity, enthusiasm and a commitment to doing the right thing. This has been
identified by many and described by some as Waterfront Auckland’s unique mojo. This
has resulted in a waterfront that has won many awards for design excellence, is
providing Aucklanders and visitors with a place to work and enjoy, and will provide
future generations with one of the world’s best urban communities.

Yours sincerely

Moy x

Richard Leggat John Palzell
Chairman Chiefﬁxecutive
Waterfront Auckland Wate @{tw nd




Board of Directors

Waterfront Auckland was governed by a Board of seven Directors with a range of
experiences and knowledge. Through 2014/15 the Board was chaired by Sir Bob
Harvey. The Chair from July 2015 until 31 August when Waterfront Auckland became
Development Auckland was Richard Leggat.

Waterfront Auckland was a limited liability company under the Companies Act 1993.
Consequently the Board’s first duty was to the future well-being of the company.
Directors ensured that all legal requirements under the relevant statutes and
regulations were met and that the company was protected from harmful situations and
circumstances in the interests of current and future stakeholders.

The Board played a number of important roles. First, it set the strategic direction for
Waterfront Auckland. To do this it identified corporate priorities, montiored progress
against strategic outcomes, and approved annual business plans and budgets.
Secondly, it ensured the financial integrity and viability of Waterfront Auckland. It
oversaw financial processes and systems of control, reviewed financial results, and
approved Waterfront Auckland’s financial plan and financial announcements. Thirdly,
it identified and evaluated the principal risks faced by Waterfront Auckland and
ensured that appropriate risk management systems were in place.

Supporting the Board were the following committees:

¢ Planning and Design Commitiee — to oversee strategy, planning, design and
implementation relating to sustainable community, cultural, environmental and
economic outcomes for the Waterfront,

¢ Assurance Committee — to oversee and provide assurance to the Board on
financial matters, including receiving statutory financial statements, engaging
with auditors, receiving reports on financial management and contracts, and
providing strategic governance over business cases, Balance Sheet
compasition and financing of Waterfront Auckland's business sectors.

* Remuneration Committee — fo monitor the Chief Executive’s performance and
approving remuneration for the Chief Executive and General Managers.

In addition to these committees the Company had two subsidiaries:
¢ Downtown Marinas Limited, which owns and operates 23 berths at Hobson

Wharf, Terry Kayes and Richard Leggat are Directors of Downtown Marinas
Limited,
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» Westhaven Marina Limited acts as a Corporate Trustee for the Westhaven
(Existing Marina) Trust, and the Westhaven (Marina Extension) Trust, which
control and licence 1,162 and 345 marina berths respectively to third parties
and to Waterfront Auckland for rental purposes. Stephen Mifls Q.C. chairs
Westhaven Marina Limited, and Terry Kayes and Richard Leggat are Directors.

A profile of each Director of the Waterfront Auckiand Board is provided below:
Richard Leggat ~ Deputy Chair (1 December 2014 - 30 June 2015), currently Chair

Richard brings 30 years of experience across manufacturing, sales and marketing,
and financial management in a range of industries.

For the past three years Richard has been a full time director with positions on a
number of government and sporting organisations. Amongst his positions Richard is a
Director of Tourism NZ, Education NZ, NZ Post, Chair of the NZ Cycle Trail, Director
of Cycling NZ and Director of SnowSports NZ.

Sir Bob Harvey — Chair (retired 30 June 2015)

Sir Bob Harvey is a well-known and respected Aucklander. He was mayor of
Waitakere City Council for 18 years during which time he established Waitakere as
New Zealand’s first eco city. Sir Bob was instrumental in establishing Auckland
Councit in 2010,

Sir Bob currently chairs the Spark Foundation and BNZ West. He is on the
Government appointed World War 1 Consultative Panel. Following his retirement as
Chair of Waterfront Auckland, Sir Bob was appointed as Champion for Auckland —
Overseas Investment at Auckland Council.

Adrienne Young-Cooper — Deputy Chair (retired 1 November 201 4)

Adrienne is a professional company director with an extensive background in
business. She is a qualified town planner and her special interests include resource
management, urban design, energy, transport and property.

Adrienne’s present directorships include New Zealand Transport Agency, Housing
New Zealand Corperation (Chair), and the Hobsonville Land Company Ltd (Chair).

Ngarimu Blair

Ngarimu is of Ngati Whatua descent. He is a Trustee on the Ngati Whatua o Orakei
Maori Trust Board. He worked for Ngati Whatua for 13 years as its Heritage and
Resource Manager and has significant experience and knowledge on Auckland

3|Page




heritage issues. Ngarimu is also a Treaty Claims researcher, negotiator and
spokesman for Ngati Whatua o Orakei on various issues.

Christine Caughey
Christine was the Chair of Waterfront Auckland's Planning and Design Committee.

Christine is a professional planner with experience in local and regional government in
Auckland, and in Crown entity governance. She is a certified planning commissioner
under the Resource Management Act 1991. Christine was an Auckland City Councillor
2004-7 and an inaugural director of the NZ Transport Agency 2008-11. Her particular
interests include urban transformation, urban design and heritage, resilient
communities and sustainable transport.

Evan Davies

Evan is the Managing Director of Todd Property Group Limited a subsidiary of Todd
Capital. From 1996 until 2007 Evan was the founding Managing Director of gaming
and entertainment company, SKYCITY Entertainment Group Limited. While at
SKYCITY Evan oversaw the purchase, design and development of several casinos in
New Zealand and Australia including Auckland's Sky Tower and associated SKYCITY
Casino complex.

A qualified planner, Evan has widespread interests in property development, city
planning and urban issues as well as other business interests in farming and
viticulture. Evan sits on the board of two charitable trusts and is Chair of the Capital
investment Committee, National Health Board and of the Christchurch Hospital
Redevelopment Partnhership Group.

Terry Kayes
Terry was the Chair of Waterfront Auckland's Remuneration Committee.

A professional engineer, Terry has wide experience in major civil engineering projects
and was Managing Director of Tonkin & Taylor Limited for 17 years. His independent
directorships have included Watercare Services Limited. Terry is a director of
Waterfront Auckland subsidiary companies Westhaven Marina Limited and Downtown
Marinas Lid.

Dr Susan Macken (appointed 1 December 2014)
Dr Macken was the Chair of Waterfront Auckland’s Assurance Commitiee.

Susan has BSc and BCom degrees from Auckland University, and a PhD in
Economics from Cambridge University. She held various high level roles at Fletcher
Challenge before becoming CEO of the Problem Gambling Foundation, then CEO of
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the Auckland Regional Economic Development Strategy. Since then she has been a
Company Director and Business Consultant.

Susan’s current directorships include Bank of New Zealand, New Zealand Treasury,
Ultimate Care Group, Fertility Associates and the Auckland Regional Amenities
Funding Board.

Kerry Stotter (retired 1 November 2014)

Kerry was the Chair of Waterfront Auckland’s Assurance Committee until his
resignation.

Kerry is a professional company director. He was the Chair of Waste Disposal
Services, a director of STRACON Holdings Ltd group of companies and Hobsonville
Land Company Ltd and a board member of the New Zealand Rugby Players
Association.

Prior to being a professional company director, Kerry was a partner at KPMG.
Directors’ Attendance at Meetings

The following table summarises Directors’ attendance at Waterfront Auckland Board
meetings during the 2014/15 year.

Adrienne Young-Cooper and Kerry Stotter retired from the Board on 1 November 2014
and 4 meetings were held in the July to October period.

Susan Macken and Richard Leggat were appointed Directors on 1 December 2014
and 7 meetings were held in the December 2014 to June 2015 period.

No. of meetings

Attended  Total possible

Sir Bob Harvey 13 13
Ngarimu Blair 11 13
Christine Caughey 13 13
Evan Davies 9 13
Terry Kayes 13 13

Richard Leggat

Susan Macken

Kerry Stotter

E - B S s> B N |
B bA NN

Adrienne Young-Cooper
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Directors’ Interests as at 26 August 2015

The following table lists the interests of those who were Directors of Waterfront
Auckland as at 26 August 2015.

Company Entity Interest  Nature of Entity Potential
Conflicts

Richard Leggat

Board Advisory Group regarding Member Advisory Group to Auckland
Development Auckland Council CE
New Zealand Post Limited Director State Owned Enterprise None
Tourism New Zealand Deputy Crown Owned Entity None
Chair
Education New Zealand Director Crown Owned Entity None
Cycling New Zealand Director National Sporting None
Organisation
Union Cycliste Internationale Ethics  President World Governing Body None
Commission
NZ Cycle Trail Incorporated Chairman Within MBIE None
Urban Cycleways Investment Panel ~ Member Government Panel None
Snowsports NZ Director National Sporting None
Organisation
NZ Markets Disciplinary Tribunal Panel Independent Regulatory Body None
Member
Trophy Metropolitan Director Property Development None
Company — Christchurch
Mortleg Limited Director Private Company None
Ngarimu Blair
Ngati Whatua Orakei Trust Deputy Trust Board Landowner
Chair
Ngati Whatua Orakei Whai Rawa Ltd  Director Subsidiary Company
Ngati Whatua Orakei Trustee Ltd Director Corporate Trustee Land Interests
Tupuna Maunga o Tamaki Authority  Member Volcanic Cones Co- None
Management Board
Te Kohanga Reo O Kakariki Chair Umbrella under Te Kohanga None
Reo Trust Board
Moffat Reweti Blair Ltd Director Private Company None
Nga Tira Consulting Ltd Director Private Company None
Christine Caughey
Hobson Bay Residents Network Inc ~ Member Not for Profit None
Sea Cleaners Trust Trustee Charitable Trust None
Evan Davies
Board Advisory Group regarding Member Advisory Group to Auckland
Development Auckland Council CE
Welch Securities Ltd Director Private Company None
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Company Entity

Paris Magdalinos Architects Ltd

Interest

Director

Nature of Entity

Private Company

Potential
Conflicts
None

Redevelopment Partnership Group

Kokako Farms Ltd Director Private Company None
Todd Property Group Ltd and Director Private Companies None
Subsidiaries

- Todd Property Ormiston Director Private Company JIV with ACPL

Town Centre Ltd

Melanesian Mission Trust Trustee Trust None
Anglican Trust for Women and Trustee Trust None
Children
Capital Investment Committee, Chair Government Body None
National Health Board
Christchurch Hospital Chair Government Body None

Westhaven (Marina
Extension) Trust

Dr Susan Macken
Board Advisory Group regarding

Member

Kayes Consulting Ltd Director Private Company None
Indemnity and General Insurance Director Private Company None

Company Ltd
Downtown Marinas Ltd Director Subsidiary Company None
Westhaven Marinas Ltd [Corporate Director Subsidiary Company None

Trustee for:

- Westhaven (Existing Marina) RIS Trust WEne

Trust
Director Trust None

Advisory Group to Auckland

Development Auckland Council CE
Bank of New Zealand Deputy Subsidiary of National .None
Chair Australia Bank
Blossom Bear Ltd Director Private Company None
Fertility Associates Trustee Ltd and Director Private Group of Companies None
Associates
STG Ltd Director Private Company None
Tamaki Redevelopment Company Deputy Joint entity between None
Ltd Chair Government and Auckland
Council
Spa Electrics Ltd (Aust) Director Australian Propriety Company None
12|Page
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Organisational Overview

The Auckland Waterfront Development Agency (Waterfront Auckland) was a statutory
entity, managing assets in the long-term interest and for the benefit of the Auckland
region. The company was wholly owned by the Auckland Council and was a council
controlled organisation.

We led a strategic approach to development across Auckland’s waterfront and
managed waterfront assets across 45 hectares of CBD Waterfront Property. This
included urban regeneration, master planning, investment and development, property
management and marina management, sustainability and placemaking, and the
aftraction of private sector investment in residential, commercial and hotel
development. We also ran events across the waterfront using a placemaking
approach. Based on a collaborative model with a high degree of public input, we
balanced financial, environmental, social and cultural imperatives.

The development of the waterfront will continue under the guidance of Panuku
Development Auckland.

Our work was framed by the Auckland Plan, a plan to make Auckland the world's most
liveable city. We developed a Waterfront Plan that outlined our vision for the
waterfront, and cur plans for regeneration.

Our funding streams were a mix of Council funding, which was outlined as part of the
Long Term Plan, and revenue from commercial operations such as lease rental and
marina berth rentals. Council's expectation was that we made a commercial return on
our landholding and on commercial activities.

Reflecting our role as a development agency, Waterfront Auckland’s business model
was grounded heavily in design, project management and a place-based community
approach. We developed master plans, sought planning changes to enable them, and
developed a programme of work to deliver individual projects and initiatives. We
activated the spaces we developed, and managed the property, assets and leases in
our area of control. The DNA of our business was about action, carefully thought-out
and community tested plans, early and continuous community engagement, active
place-making, and sustainable outcomes.

John Dalzell was the Chief Executive of Waterfront Auckland, leading a team of
approximately 80 staff spread across five areas of activity:
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Development

Our Development team, led by Rod Marler, produced plans, managed public
infrastructure projects, and oversaw private development. The Development team
was critical in ensuring that development was integrated, coordinated and achieved
the outcomes we set out in our guiding plans.

Property and Assets

Our Property and Assets team, led by Richard Aitken, managed ground leases,
negotiated new commercial arrangements, maintained our properties, and worked on
place making activities to activate the public spaces we managed. This team also
managed the Cloud and Shed 10 on Queens Wharf. It worked closely with the
Development team to build, maintain and breathe life into the waterfront area.

Marinas

Our Marinas team was led by Tom Warren and it managed marinas so that they
retained their top quality reputation, and developed the marinas to keep pace with the
changing boat and customer profiles. In a city where the harbour takes pride of place,
and the marine sector is one of the most important contributors to our local economy,
this team helped to open up another part of the waterfront to the public with projects
such as the Westhaven Promenade.

Strategy, Communications and Marketing

Our Strategy, Communications and Marketing team, led by Angelika Cutler, kept us on
top of urban regeneration trends and developed strategies and policies that guided our
work across the waterfront. It also managed stakeholder and community engagement
and told our story to the people of Auckland.

Corporate Services

Our Corporate Services team was led by Carl Gosbee and it ensured that Waterfront
Auckland’s work was supported by good control systems and resolute financial
planning ensured resources were used in a financially prudent manner.
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Risk Management

Waterfront Auckland had a comprehensive risk management framework which
included:

The Waterfront Auckland Board regularly reviewing the inherent business and
major operational risks to the organisation.

A Conflicts of Interest Policy and Protocol for Board members, Executive and
staff.

A thorough internal decision-making and risk management process supported
by real-time reviews undertaken by Audit New Zealand Special Services as
required,

Regular reviews of the financial capacity of our partners.

An annual independent audit completed by Audit New Zealand.

Our risk register was reviewed monthly by our Executive Leadership Team and
quarterly by our Board. Using recognised risk management methodology, it identified
and defined risks, assessed their likelihood and potential impact, and planned
mitigating actions.

The most significant risks related to:

Remediation of contaminated land across the Wynyard Quarter.

Health and Safety of public, staff and contractors across our area of control.
Ongoing funding and mandate for the work we do.

Project and programme management and delivery.

Public reputation as a response to the publicity and public perception about the
work we did, and how we were doing it.
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

Independent Auditor’s Report

To the readers of
Auckland Waterfront Development Agency Limited and group’s
financial statements and performance information
for the year ended 30 June 2015

The Auvditor-General is the auditor of Auckland Waterfront Development Agency
Limited ond its New Zeoland domiciled subsidiaries. The Auditor-General has
appoeinted me, David Walker, using the staff and resources of Audit New Zealand, to
carry out the oudit of the financial statements and the performance information of the
company and group, consisting of Auckland Weterfront Development Agency

Limited and its subsidiaries, on her behalf.

Opinion on the financial statements and the performance
information

We have audited:

* the financial statements of the company and group on pages 27 fo 65, that
comprise the statement of financial position as at 30 June 20185, the
statement of comprehensive revenue and expense, statement of changes
in equity and statement of cash flows for the year ended on that date
ond the notes fo the financial statements that include accounting policies

and other explanatory information; and

. the performance information of the company and group on pages 14 to
22.

In our opinion:
. the financial statements of the company and group:
o present fairly, in all material respects:
its financial position as at 30 June 2015; and

its financial performance and cash flows for the yeor
then ended; and

o comply with generally accepted accounting practice in
New Zealand and have been prepared in accordance with
Public Benefit Entity Standards; and



. the performance information of the company and group presents fairly, in
alt material respects, the company and group's achievements measured
against the performance targets adopted for the year ended 30 June
2015.

Qur audit was completed on 23 September 2015. This is the date at which our
opinion is expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities
of the Board of Directors and our responsibilities, and explain our independence.

Basis of opinion

We carried out our audit in accerdance with the Auditor-General’s Auditing
Standards, which incorporate the Infernational Standards on Auditing

{New Zealand). Those standards require that we comply with ethical requirements
and plan and carry out our audit to obtain reasonable assurance about whether
the financial statements and the performance informetion are free from material
misstotement.

Material misstatements are differences or omissions of amounts and disclosures
that, in our judgement, are likely to influence readers’ overall understanding of the
financial statements and the performance information. If we had found material
misstatements that were not corrected, we would have referred o them in our
opinion.

An audit involves carrying out procedures to obtain audit evidence about the
amounts and disclosures in the financial statements and in the performance
information. The procedures selected depend on our judgement, including our
assessment of risks of material misstatement of the financial statements and the
performance information, whether due to fraud or error. In making those risk
assessments, we consider internal conirol relevant to the preparation of the
company and group's financial statements and performance information in order to
design cudit procedures that are appropriate in the circumstances hut not for the
purpose of expressing an opinion on the effectiveness of the company and group's
internal control.

An audit also inveolves evaluating:

. the appropriateness of accounting policies used and whether they have
been consistently applied;

. the reasonableness of the significant accounting estimates and judgements
made by the Board of Directors;

. the adequacy of the disclosures in the financial statements and in the
performance information; and



. the overall presentation of the financial statements and the performeance
information.

We did not examine every transaction, nor do we guarantee complete accuracy
of the financial statements and the performance information. Also, we did not
evaluate the security and controls over the elecironic publication of the financial
statements and the performance information.

We believe we have obtained sufficient and appropriate audit evidence to
provide o basis for our audit opinion.

Responsibilities of the Board of Directors

The Board of Directors is responsible for the preparation and fair presentation of
financial statements for the company and group that comply with generally
accepted accounting practice in New Zedaland. The Board of Directors is also
responsible for preparation of the performance information for the compony and

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

The Board of Directors is responsible for such internal control as it determines is
necessary o enable the preparation of financial statements and performance
information that are free from material misstatement, whether due to fraovd or
error. The Board of Directors is also responsible for the publication of the financial
statements and the performance information, whether in printed or elecironic form.

Responsibilities of the Auditor

We are responsible for expressing an independent opinion on the financial
statements and the performance information and reporting that opinion to you
based on our audit. Cur responsibility arises from section 15 of the Public Audit Act
2001,

Independence

When carrying out the audit, we followed the independence requirements of the
Auditor-General, which incorporate the independence requirements of the External
Reporting Board.

In addition to the cudit, we have carried out o review engagement in respect of
the company and group’s six monthly reperting as at 31 December 2014 to
Auckland Council, which is compatible with those independence requirements,




Other than the cudit and the review engagement, we have no relationship with or
interests in the company and group.

David Walker

Audit New Zealand

On behalf of the Auditor-General
Aucldand, New Zecaland
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Waterfront Auckland

Statement of Comprehensive Revenue and Expense

For the year ended 30 June 2015

Parent Parent Group Group
Actual Actual Actual Actuaf
2015 2014 2015 2014
Note $000 $000 $000 $000
Revenue
Rental and other revenue 3 35,816 32,931 37,831 34,728
Interest income 12 2 112 133
Other gains / {losses) 4 52,132 {1,060} 52,132 {1,060)
Total income 87,860 31,873 89,775 33,801
Expenses
Personnel 5 6,680 6,112 7,721 7.108
Depreciation and amortisation 16,17 8,649 8,725 8,973 9,049
nterast expense 1,172 1,109 1,172 1,108
Other operating expenses 6 20,330 20,658 22,514 21,461
Total expenditure 36,831 36,605 40,380 38,727
Surplus / {deficit) befora tax 51,129 (4,732} 49,395 {4,926)
Income tax (benefit) / expense 7 (1,247) {56,291} (1,295) (5.309)
Surplus { {deficit) after tax 52,376 559 50,690 383
Other comprehensive revenue and expense
Gains on revaluation of property, plant and equipment 6,647 14,360 6,647 14,360
Tax on revatuation gains 8 {1,861) (1,918) {1,861} {1,918)
Total other comprehensive inceme 4,786 12,442 4,786 12,442
Total comprehensive income 57,162 13,001 55,476 12,825
Surplys is attributable to:
Auckland Council 52,376 559 50,600 383
52,376 558 50,620 383
Total comprehensive revenue and expense is attributable to;
Auckland Council 57,162 13,001 55,476 12,825
57,162 13,001 55,476 12,825

The noles to the financial statements form part of, and should be read in conjunction with, thess financial statements,
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Waterfront Auckland
Statement of Changes in Equity
For the year ended 30 June 2015

Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
£000 $0C0 $000 $000
Equity at the beginning of the year 402,161 389,160 405,934 323,109
Total comprehensive revenue and expense
Surplus / {deficit) for the year 52,376 559 50,690 383
Other comprehensive revenue and expense 4,786 12,442 4,756 12,442
Total comprehensive revenue and expense 57,162 13,001 55,476 12,825
Transactions with owners
Share issue 128,000 - 128,000 -
Dividend expense {3,000) - {3,000) -
Total transactions with owners 125,000 - 125,000 -
Equity at the end of the year 584,323 402,16t 586,410 406,834

The notes io the financial statements form part of, and should be read in conjunclion with, thess financial statements.
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Waterfront Auckland
Statement of Financial Position

As at 30 June 2015
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
Mote $000 $000 $000 $000
ASSETS
Current assets
Cash and cash equivalents a 3,278 2,208 5,133 5,163
Deabtors and other receivables 10 22,928 42,556 20,712 40,313
Inventories 12 - 29 - 29
Tax receivables 13 - - 19 a7
Total current assets 26,206 44,793 25,864 45,542
Non-current assets
Debtors and other receivables 11 1,080 1,217 1,080 1,217
Other non-current assets 14 1,436 1,350 - -
Property, plant and equipment 16 266,917 257,385 270,476 261,268
Intangibla assets 17 82 295 82 295
Investment properiies 17 344,458 280,548 344,458 280,546
Investments in subsidiaries 18 448 446 - -
Total non-current asseis 614,419 541,239 616,096 543,326
Tota! assets 640,625 586,032 641,960 588,868
LIABILITIES
Current liabilities
Creditors and other payablas 19 13,868 12,816 12,285 10,917
Employee entitlements 21 834 724 834 724
Other current liabilities 22 - - 960 792
Total current liabilities 14,702 13,540 14,079 12,433
Non-current liabilities
Craditors and other payables 20 16,478 145,823 16,032 145,377
Borrowings 23 23,000 23,000 23,000 23,000
Other non-current liabilities 24 - - 246 482
Deferred tax liabilities 8 2,122 1,508 2,193 1,642
Total non-current liabilities 41,600 170,331 41,471 170,501
Total liahilities 56,302 183,871 55,550 182,934
Net assets 584,323 402,161 586,410 405,834
EQUITY
Contributed equity 25 468,489 340,489 470,722 342,722
Accumulated funds 26 74,451 25,229 72,897 25,361
Reserves 27 41,383 36,443 42,791 37,851
Total equity 584,323 402,161 586,410 405,234
For and on behalf of the Board:
Richard Leggat {Director) Susan Macken (Director)
23 September 2015 23 September 2015

The notes to the financial siatements form part of, and should be read in conjunetion with, these financial statements.
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Waterfront Auckland
Statement of Cash Flows
For the year ended 30 June 2015

Parent Parent Group Group
Actual Actual Actual Actual
20158 2014 2015 2014
iNote $000 $000 $000 3000
Cash flows from operating activities
Receipts from customers 306,863 25,375 33,086 24,865
Interest received 9 3 110 134
Grant funding from Auckland Counci 7.139 8,108 7,138 8,106
Payments 1o suppliers and employees {36,992) (33,791) (40,419) (37,382)
Interesi paid (1,172} (1,051} (1,172} {1,081}
Income tax received / {paid)} - - 3 17
Goods and services tax received from / {paid fo) IRD 5,489 2,845 5,489 2,845
Net cash from operating activities 28 5,336 1,487 4,238 (2.476)
Cash flows from investing activities
Capital expenditure on property, plant & equipment and
investment properties {23,196) (34,344) (23,196) {34,344)
Sale of property, plant & equipment - 4] - 6
Net cash from investing activities {23,196) {34,338) (23,196) {34,338)
Cash flows from financing activities
Advances from Auckland Council 59,518 32,270 59,518 32,270
Repayment of advances from Auckland Council {42,329} {36,050} (42,339 (36,050)
Capital expenditure funding from Auckland Coungil 4,751 34,097 4,751 34,097
Dividends paid {3,000) - (3,000} -
Net cash from financing activities 18,930 30,317 18,930 30,17
Net increase / (decrease) in cash and cash equivalenis 1,070 (2,534) {30} (6.497)
Cash and cash equivalents at the beginning of the year 2,208 4,742 5,163 11,660
Cash and cash equivalents at the end of the year g 3,278 2,208 5,133 5,163

The noies to the financial statements form part of, and showld be read in conjunction with, these financial statements.
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Waterfront Auckland
Notes {o the Financial Statements

1 Statement of accounting policies (continued)

The principal accounting policies applied in the preparation of these consolidated financial statements are set out
below. These policies have been consistently applied unless otherwise stated.

a) Basis of preparation
i) Reporting entity

Auckland Waterfront Development Agency Limited (Waterfront Auckland) is a Council-controlled
organisation (CCO} of the Auckland Counci and is domiciled in New Zealand. Waterfront Auckland's
principal address is Level 2, 11 Westhaven Drive, Auckland Central, Auckland 1010.

The group consists of the parent, Waterfront Auckland, and its subsidiaries, Westhaven Marina Limited,
Woesthaven (Existing Marina) Trust, Westhaven {(Marina Extension) Trust and Downtown Marinas Limited.

Waterfront Auckland has two primary roles: firstly to plan, manage, operate and develop land, water and public
asseis within our area of ownership and secondly to pian, facilitate and advocate the highest quality urban
development outcomes in owr area of influence. Waterfront Auckland's goals and business objectives focus on
optimising the development and managemant of the waterfront assets for Auckland. Its focus is also to
deliver public realm projects, and non-commercial projects, to achieve the agreed vision for the watarfront,
the city centre and for Auckland. As Waterfront Auckland and group do not have the primary objective of
making a financial return, Waterfront Auckland and group are designated as public benefit entities and
apply New Zealand Tier 1 Public Benefit Entity accounting standards {PBE Accounting Standards). These
standards are similar to International Public Sector Accounting Standards {IPSAS), with amendments for
the New Zealand environment.

The financial statements of the Waterfront Auckland and group are for the year ended 30 June 2015. The
financial statements were authorised for issuad by the Board of Directars on the date they were signed.

i) Statement of compliance

The financial statements of Waterfront Auckland and group have been prepared in accordance with the
reguirements of section 89 of the Local Government Act 2002 and the Companies Act 1993, which
includes the requirement to comply with New Zealand generally accepted accounting practice {"NZ
GAAP").

These financial staternents have been prepared in accordance with NZ GAAP. They comply with PBE
Accounting Standards.

iif) Measurement base

The Waterfront Auckland and group financial statements have been prepared on @ historical cost basis,
modified by the revaluation of investment property, land, buildings, wharves, marinas and certain financial
assets. The values of assets and liabilities that were vested in Waterfront Auckland on 1 November 2010
represented the historical cost for those assets.

fv)  Going concern

The financial statements have been prepared on a going concern basis, with the Company reliant on the
shareholder (Aucklfand Council} continuing to support its operations as set out in the company's Statement
of Intent (SOI) and Auckland Council's Long-Term Plan.

v)  Functional and presentation currency

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest
thousand dollars ($000) unless otherwise stated. The functional currency of Waterfront Auckland and
group is New Zealand dollars,

vi)  Transition fo PBE Accounting Standards

This is the first set of annual financial statements presented in accordance with the new PBE Accounting
Standards. There are no adjustments arising on transition to the new PBE Accounting Standards. Further
information is provided in note 36.
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Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies {continued)
viii  Standards, amendments and inferpretations that are not yet effective and have not been early adopted

In October 2014, the PBE Accounting Standards were updated to incorporate requirements and guidance for the public
sector. These updated standards apply to public sector PBES with reporting periods beginning on or after 1 April 2015.
The Group will apply these updated standards in preparing its 30 June 2016 financial statements, and expects there
will be minimal or no change in applying these updated accounting standards.

by Consolidation

The group financial statements consclidate all entities where Waterfront Auckland has the capacity o control
their financing and operating policies.

The group financial statements are prepared by adding together like items of assets, fiabilities, equity, income,
and expenses of entities within the group on a line-by-line basis. All infragroup balances, transactions, revenues
and expenses are eliminated on consolidation.

Subsidiaries are fully consolidated from the date on which control is transferred to Waterfront Auckland. They are
deconsolidated from the date that control ceases.

In Waterfront Auckland’s financial statements, investment in subsidiaries are carried at cost less any
accumulated impairment.

c) Foreign currency translation

Foreign currengy fransactions are translated inta the functional currency using the exchange rates prevailing at
the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation at period end exchange rates of monetary assets and liabilities are
recognised in the statement of revenue and expense.

d) Property, plant and equipment

Property, plant and equipment consists of land, buildings, wharves, marinas, plant and machinery, computer
equipment, furniture fittings and equipment and motar vehicles.

i initial recognition

Property, plant, and equipment is shown at cost or valuation, less accumulated depreciation and
impairment losses, if any. In the case of the assets acquired by Waterfront Auckland cn establishment at
1 November 2010, cost was the carrying value of the asset by the disestablished Council or disestablished
CCO.

if) Subsequent measurement

Land, buildings, marinas and wharves are revalued with sufficient regularity to ensure that their carrying
amount does not differ materially from fair value and at least every 3 years. All other classes of assets are
measured at historical cost less accumulated depreciation and accumulated impairment except for public
art which is measured at historical cost and accumulated impairment. Each year, Waterfront Auckland and
group considers the adequacy of the valuation of its assets 1o ensure the carrying value reflects fair value.
I there is a material difference, then the off-cycle asset classes are revalued.

Revaluations of property, plant and equipment are accounted for on a class of asset basis.

Net revaluation results are credited or debited to other comprehensive income and are accumulated to an
asset revaluation reserve in equity for that class of assets. Where this wouid result in a debit balance in
the asset revaluation reserve, this balance is not recognised in other comprehensive income but is
recognised in the surplus or deficit in the statement of comprehensive revenue and expense. lfa
revaluation increase reverses a decrease previously recognised in the surpius or deficit in the statement of
comprehensive revenue and expense, the increase is recognised first in the surplus or deficit in the
statement of comprehensive revenue and expense to reverse previous decreases. Any residual increase
is then recognised in other comprehensive income,

Page 34

i



ifi)

iv)

v)

vi)

Waterfront Auckland
Notes to the Financial Statements

Statement of accounting policies {continued)
Subsequent measurement

Land, buildings, marinas and wharves are revalued with sufficient regularity to ensure that their carrying
amount does not differ materiaily from fair value and at least every 3 years. All other classes of assets are
measured at historical cost less accumulated depreciation and accurnulated impairment except for public
art which is measured at historical cost and accumulated impairment. Each year, Waterfront Auckland and
group considers the adequacy of the valuation of its assets to ensure the carrying value reflects fair value.
If there is & material difference, then the off-cycle asset classes are revalued.

Revaluations of property, plant and equipment are accounted for on a class of asset basis.

et revaluation results are credited or debited to other comprehensive income and are accumulated to an
asset revaluation reserve in equity for that class of assets. Where this would result in a debit balance in
the asset revaluation reserve, this balance is not recognised in other comprehensive income but is
recogrised in the surplus or deficit in the statement of comprehensive revenue and expense. Ifa
revaluation increase reverses a decrease previously recognised in the surplus or deficit in the statement of
comprehensive revenue and expense, the increase is recognised first in the surplus or deficit in the
statement of comprehensive revenue and expense o reverse previous decreases. Any residual increase
is then recognised in other comprehensive income.

Addifions

The cost of an item of properly, plant and equipment is recognised as an asset if, and only if, it is probable
that future economic benefits or service potential associated with the item will flow to Waterfront Auckland
and group and the cost of the item can be measured reliably.

Property, plant and equipment is recognised at its cost. Where an asset is acquired at no cost, or for a
nominat cost, it is recognised at fair value as at the date of acquisition.

Disposals

Gains and losses on disposal are determined by comparing the proceeds with the carrying amount of the
asset. Gains and losses on disposals are reporied net in the surplus or deficit in the statermnent of
comprehensive revenue and expense. When revalued assets are sold, the amounts included in asset
revaluation reserves in respect of those assets are transferred to accumulated funds.

Depreciation

Depreciation on all property, plant and equipment, apart from land, is provided on a siraight line basis at
rates that will write off the cost of the assets to their estimated residual values over their useful lives. The
residual value and remaining useful ife of an asset is reviewed, and adjusted if applicable, at each
financial period end. The useful fives of major classes of assets have been estimated as follows. The
esfimated remaining useful lives of some assets is only one year due to the age of the assets when they
were acquired from the disestablished councils,

Class of asset depreciated Estimated useful life
Buildings 1-50

Plant and machinery 1-60

Computer equipment 1-3

Furniture, fittings and equipment 1-35

Wharves 10-60

Marina 1-35

Drainage 1-80

Civil structures 1-100
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Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies (continued)
vif)  Capital work in progress

Capital work in progress is recognised at cost less impairment and is not depreciated. The total cost of a
project is transferred to the relevant asset class on its completion and then depreciated.

vifi)  Catrying amount

An asset's carrying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

e) Intangible assets

intangible assets are initially recorded at cost. Where acguired in a business combination, the cost is their fair
value at the date of acquisition. The cost of an internally generated intangible asset represents expenditure
incurred in the development phase only,

Subsequent to initial recognition, intangible assets with finite useful lives are recorded at cost, less any
amortisation and impairment losses and are reviewed annually for impairment losses. Assets with indefinite
useful lives are not amortised but are tested, at least annually, for impairment and are carried at cost less
accumulated impairment losses.

Reslised gains and losses arising from the disposal of intangible assets are recognised in the surplus or deficit in
the statement of comprehensive revenue and expense in the period in which the disposal occurs.

Where an intangible asset's recoverahle amount is less than its carrying amount, it will be reported atits
recoverable amount and an impairment loss wilt be recognised. Impairment losses resulting from impairment are
reported in the surplus or deficit in the statement of comprehensive revenue and expense.

i) Computer software

Acquired computer software licences are capitalised based on the costs incurred to acquire and bring to
use the specific software. Costs are amortised using the straight line method over their estimated useful
lives (3 to 8 years).

Costs directly associated with the development of identifiable and unique software products for internal use
are recognised as an intangible asset to the extent it is probable such costs are expected 1o be
recoverable.

Computer software development costs recognised as assets are amortised using the straight line method
over their estimated useful lives {not exceeding 3 years).

f) Investment property

Properties leased to third parties under operating leases are classified as investment property unless the properiy
is held to meet service delivery objectives, rather than to earn rentals or for capital appreciation. Investment
properly is measured initially atits cost, including transaction costs. After initial recognition, all investment
properly is measured at fair value as determined annually by an independent valuer. Gains or losses arising

from a change in the fair value of investment property are recognised in the surplus or deficit in the statement of
comprehensive revenue and expense. Investment property is not depreciated.
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Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies {continued)
g) Impairment of non-financial assets

Intangible assets that have an indefinite useful life, or are not yet available for use, are not subject to amortisation
and are tested annually for impairment. Assets that have a finite useful life are reviewed for indicators of
impairment at each balance date. When there is an indicator of impairment, the asset's recoverable amount is
estimated. An impairment loss is recognised for the amount by which the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and value in
use.

Value in use is depreciated replacement cost for an asset where the service potential of the asset is not primarily
dependent on the asset's ability to generate net cash inflows and where Waterfront Auckland or group would, if
deprived of the asset, replace its remaining service potential. The value in use for cash-generating assets is the
present value of expected future cash flows.,

If an assel's carrying amount exceeds its recoverable amount, the asset is impaired and the carrying amount is
written down to the recoverable amount. For revalued assets, the impairment loss is recognised against the
revaluation reserve for that class of asset. Where that results in a debit balance in the revaluation reserve, the
balance is recognised in the surplus or deficit in the statement of comprehensive revenue and expense.

The reversal of an impairment loss on a revalued asset is credited to the revaluation reserve, However, to the
extent that an impairment loss for that class of asset was previously recognised in the surplus or deficit in the
statement of comprehensive revenue and expense, a reversal of the impairment loss is also recognised in the
surplus or deficit in the statement of comprehensive revenue and expense.

For assets not carried at a revalued amount, the total impairment loss is recognised in the surplus or deficit in the
statement of comprehensive revenue and expense. For assets not carried at a revalued amount, the reversal of
an impairment loss is recognised in the surplus or deficit in the statement of comprehensive revenue and
expense.

k) Financial assets
Financial assets are initially measured at fair value plus transaction costs.

Purchases and sales of financial assets are recognised at trade date, this being the date on which Waterfront
Auckland and group commits to purchase or sell the asset. Financial assets are derecognised when the rights to
receive cash flows from the financial assets have expired or have been transferred and Waterfront Auckland and
group has transferred substantially all the risks and rewards of ownership.

The Group's financial assets consists of loans and receivables. Loans and receivables are non derivative
financial assets with fixed or determinable payments that are not gquoted in an active market. They are included
in current assets, except for those with maturities greater than 12 months after the balance date, which are
included in non current assets. After initial recognition loans and receivables are carried at amortised cost using
the effective interest rate method less impairment if any., Gains and losses when the asset is mpaired or
derecognised are recognised in the surplus or deficit in the statement of comprehensive revenue and expense.
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Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies (continued)
i} impairment of financial assets

Financial assets are assessed for evidence of impairment at each balance date. Impairment losses are
recognised in the surplus or deficit in the statement of comprehensive revenue and expense.

Impairment is established when there is evidence that Waterfront Auckland and group will not be able to collect
amounts due according to the terms of the receivable. Significant financial difficulties of the debtor, probability
that the debtor will enter into bankruptcy, receivership or liguidation and default in payments are indicators that
the assel is impaired. The amount of the impairment is the difference between the asset's carrying amount and
the present value of estimated future cash flows, discounted using the original effective interest rate. For debiors
and other receivables, tha carrying amount of the asset is reduced through the use of a provision for doubtful
debts. When the receivable is uncollectible, it is written off against the allowance account.

if, in a subsequent period, the amount of the impairment ioss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognised (such as an improvement in the debtor's
credit rating), the reversat of the previously recognised impairment loss is recognised in the surplus or deficit in
the statement of comprehensive revenue and expense.

i) Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held on call with financial institutions, other short
term highly liquid investments with original maturities of three months or less that are readily convertible to known
amounts of cash and subject to an insignificant risk of changes in value, and bank overdrafts.

k) Debtors and other receivables

Debiors are amounts due from customers. {f collection is expected in one year or less, they are classified as
current assets. If not, they are presented as non-current assets.

Debtors and other receivables are initially measured at fair value and subsequently measured at amortised cost
using the effective interest method, less any provision for impairment.

When a receivable for which the provision for impairment has been recognised becomes uncollectable in a
subsequent period, it is written off against the provision for impairment of receivables. Subsequent recoveries of
amounts previously written off are credited to 'other income' in the surplus or deficit in the statement of
comprehensive revenue and expense.

1} Inventories

Inventories held for distribution or consumption in the provision of services that are not supplied on a commercial
basis are measured at cost adjusted for any loss of service potential. Where inventory is acquired at no cost or
for nominal consideration, the cost is the current replacement cost at the date of acquisition.

Inventories held for use in the production of goods and services on a commercial basis are valued at the lower of
cost and net realisable value. The cost of purchased inventory is determined using the first-in first-out (FIFO)
method.

The amount of any write down in the value of inventories is recognised in the surplus or deficit in the statement of
comprehensive revenue and expense in the period of the writedown,
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Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies (continued)
m)  Creditors and other payables

Creditors and other payables are obligations to pay for goods or services that have been acquired in the ordinary
course of business from suppfiers. They are classified as current lizbiliies if payment is due within one year or
less. If not, they are presented as non-current liabilities.

Creditors and other payables are initially measured at fair value and subsequently measured at amortised cost,
using the effective interest method.

n) Borrowings

Borrowings are initially recognised at fair value (net of fransaction costs) and subsequently measured at
amortised cost. Any difference between the proceeds (net of transaction costs) and amortised cost is recognised
in the surplus ar deficit in the statement of comprehensive revenue and expense over the period of the
bommowings using the effective interest method.

Borrowings are classified as current liabilities untess Waterfront Auckland and group have an uncenditional right
to defer settlement of the liability for at least 12 months after the year-end date.

o)  Current and deferred income tax

Income tax expense comprises both current tax and deferred tax, and is calculated using tax rates (and tax laws)
that have been enacted or substantively enacted by balance date. income tax expense is charged or credited to
the surplus or deficit in the statement of comprehensive revenue and expense, except when it relates to items
charged or cradited directly to equity or other comprehensive income.

Current tax is the amount of income tax payable based on the taxable surplus for the current period, pius any
adjustments to income tax payable in respect of prior periods.

Deferred tax is the amount of income tax payable cr recoverable in future periods in respect of temporary
differences and unused tax losses. Temporary differences are differences between the carrying amount of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable
surplus.

The measurement of deferred tax reflects the tax consequences that would follow from the manner in which
Waterfront Auckland and group expect to recover or setlle the cairying amount of its assets and liabilities.

Defarred tax liabilities are generally recognised for all taxable temperary differences. Deferred tax assets are
recognised to the extent that it is probable that taxable surplus will be available against which the deductible
temporary differences or tax losses can be utilised.

Deferred tax is not recognised if the temporary difference arises from the initial recognition of goodwill or from the
initial recognition of an asset and liability in a transaction that is not a business combination and at the time of the
transaction affects neither accounting surplus nor taxable surplus.

Deferred tax is recognised on taxable temporary differences arising on investments in subsidiaries and
associates, and interests in joint ventures, except where Waterfront Auckland and group can control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse in the foreseeable
future.

p)  Goods and Services Tax (GST)

All items in the financial statements are stated exclusive of GST, except for debtors and other receivables and
creditors and other payables, which are presented on a GST inclusive basis. Where GST is not recoverable as
input tax, it is recognised as part of the related expense or asset.

The net amount of GST recoverable from, or payabie to, the [nland Revenue Department (IRD} is included as
part of receivables or payables in the statement of financial position.
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Waterfront Auckland
Notes to the Financial Statements

Statement of accounting policies {continued)
Employee entitlements
Short-term employee entitlernenis

Employee benefits that Waterfront Auckiand and group expects to be settled within 12 months of balance
date are measured at accrued entitlements at current rates of pay. These include salaries and wages
accrued up to balance date, annual teave earned to, but not yet taken at balance date, retirement gratuities
and long service entitlements expected to be settled within 12 months, and sick leave.

Waterfront Auckland and group recagnise a Hability for sick leave to the extent that absences in the coming
period are expected to be greater than the sick leave entittements earned in the coming period. The
amount is calculated based on the unused sick leave entittement that can be carried forward at balance
date, to the extent that the Group anticipates it will be used by staff to cover those future absences.

Superannuation schemes

Obligations for contributions to Kiwisaver are accounted for as defined contribution superannuation
schemes and are recognised as an expense in the surplus or deficit in the statement of comprehensive
revenue and expense when they are incurred.

Revenue recognition

Revenue is measured at the fair value of consideration received or receivable. The specific accounting policies
for significant revenue items are explained below:

]

i)

v)

Rental revenue

Rental revenue from operating leases is recognised as income on a straight line basis over the lease term.
Berthage hire

Berthage hire from marina berths is recognised as income on a straight line basis over the hire term.
Provision of services

Provision of services are recognised in the accounting period in which the services are rendered, by
reference to completion of the specific transaction assessed on the basis of the actual service provided as
a proportion of the total services to be provided.

Funding from Auckland Council

Funding is recognised as revenue upon entilement based on the eligibility of expenditure in accordance
with the Statement of Intent between Waterfront Auckland and Auckland Council.

Inferast income

Interest income s recognised on a time proportion basis using the effective interest methed.

Leases
Waterfront Auckland as [essee
Waterfront Auckland leases certain property, plant and equipment.

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are
clagsified as operating leases. Paymenis made under operating leases (net of any incentives received
from the lessor) are charged to the surplus or deficit in the statement of comprehensive revenue and
expense on a straight line basis over the period of the lease.



Waterfront Auckland
Notes to the Financial Statements

1 Statement of accounting policies {continued)

Leases of property, plant and equipment, where Waterfront Auckland has substantially all the risks and
rewards of ownership, are classified as finance leases. Finance leases are capitalised at the lease’s
commencement at the lower of the fair value of the leased property and the present value of the minimum
lease payments. The leased assels (the leased properties) and corresponding liabilities {(the lease
payments) are recognised in the statement of financial position. Interest on finance leases is charged to
the surplus or deficit in the statement of comprehensive revenue and expense over the lease period.
Leased assets are depreciated over the period the Group is expected to benefit from their use or the lease
term if ownership at the end of the lease is uncertain.

i Waterfront Auckfand as Lessor

Assets leased to third parties under operating leases are included in investment property in the statement
of financial position. Rental income (net of any incentives given to lessees) is recognised on a straight line
basis over the lease term.

2 Critical accounting estimates and judgements

In preparing the consalidated financial statements Wateriront Auckland and group made estimates and
assumptions concerning the future. These estimates and assumptions may differ from the subsequent actual
results. Estimates and judgements are continually evaluated and are based on historical experience and other
factors, including expectations of future events that are believed to be reasonable under the circumstances. The
estimates, judgements and assumptions that have a significant risk of causing a material adjustment to the
carrying amount of assets and liabilities within the next financial year have been included below.

Valuation of investment property

The valuation of investment property is based on market expectations for forecast future cash inflows from
existing and anticipated new tenants and is net of remediation costs for contaminated {and. The timing and
amount of cash inflows from new tenants is based on current property and market conditions. If market
conditions change then it is possible that the future cash flows may vary, in timing or amount, from those ingluded
in the valuation. The assumptions for remediation costs are based on independent reports from Beca Limited.
The cost for removing and containing different levels of contaminated soil within landfiil sites has a range of
prices. The estimates from Beca reflect these at current market costs.

Useful lives of property, plant and equipment

If useful lives do not reflect the aciual consumption of the benefits of the assets, then Waterfront Auckland could
be over or under estimating the annual depreciation charge recognised as an expensa in the statement of
comprehensive revenue and expense. Asset inspection, deterioration, and condition modelling are also carried
out regularly as part of asset management activities, which provides further assurance over useful life estimates.



Waterfront Auckland
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3 Rental and other revenue
Parant Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 214
$000 $000 %000 3000
Revenue from exchange transactions
Rental revenue 9,191 9,242 9,149 g.201
Berthage hire 9,553 8,742 9,553 8,742
Other services B,644 5,865 8,365 7,664
Amortisation of redeemabie preference shares (note 24) - - 36 30
Revenue from non-exchandge transactions
Funding from Auckland Coungil 10,428 9,082 10,428 9,082
Total rental and other revenue 35,816 32,831 37,531 34,728
4 Other gains / (losses)
Farent Parant Group Group
Actual Actual Actual Actual
2018 2014 2015 2014
$000 $000 $000 $000
Fair value increase / (decrease) on investment property {note 17) 52,135 (1,897) 52,135 {1,997)
Net foreign exchange (losses) / gains (3) {1 (3) {1}
Gain on sale of property, piant and equipment - 6 “ 6
Revaluation of property, plant and aquipment - 32 - 932
Total other gains 52,132 {1,060) 52,132 {1,060)
5 Personnel costs
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 5000 3000
Salaries and wages 6,293 5,631 7.262 6,667
Defined contribution plan employer contributions * 148 142 172 183
Increase / (decrease) in emplayee entitlements 57 122 67 127
Other 181 217 220 251
Total personnel costs 6,680 6,112 7,721 7,108
* Employer contributions to defined contribution plans includes contributions to Kiwisaver.
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6 Other expenses
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
5000 $000 $000 $000
Fees paid to Audit NZ for audit of the financial statements and
statement of service performance 143 137 176 163
Fees paid to Audit NZ for review of the half year financial reporting
pack to Auckland Council 12 11 12 11
Diraciors’ fees and expenses 404 406 404 406
Lease payments under operating leases 698 690 707 698
Professional services 3,764 §,543 3,557 5,388
Repairs and maintenance 3,554 3,161 6,623 4,488
Utitities and occupancy 4,109 3,515 4,944 4,377
Impairment of receivables (50} 34 {50) 34
Amortisation of redeemable preference shares (note 14) 14 10 - -
Other operating expenses 7.582 7.052 6,141 5,876
Totai other expenses 20,330 20,659 22,514 21,461
7 Income tax
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 3000 $000 $000
Components of income tax;
Current tax - (3,136) 15 {3,092)
Deferred tax {1,247) {2,155} (1,310} (2,217}
income tax {benefit) / axpense {1,247) (5,291} {1,295) {5,309}
Relationship between income tax and accounting surplus / (deficit);
Surplus / (deficit) before tax 51,129 {4,732} 49,395 {4,926)
Less net (surplus} / deficit from non-taxable activities . - 1,495 {69)
Taxable surplus { {deficit) before tax 51,129 (4,732 50,890 (4,995)
Prima facie income tax at 28% 14,316 {1,585) 14,249 {1,399)
Prior pariod adjustment (303) {3,626) (288) (3.581)
Taxation effect of permanent differences (14,517} 327 (14,517) 73
Loss offset {743) {407) (740} (402}
Income tax (1,247} {5,291) {1,296) (5,309)
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Waterfront Auckiland
Notes to the Financial Statements

8 Deferred tax liabilities
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 5000 $000
Deferred tax assets
Deferred tax assets to be recovered after more than 12 monihs 4,546 4,621 4,546 4,621
Deferred tax assats to be recovered within 12 months 184 153 184 19
Deferred tax assefs 4,730 4,774 4,730 4,640
Deferred tax liabilities
Deferred tax liabilities to be recovered after more than 12 months (6,852) (6,282) (6,923) (6,282)
Deferred tax liabilities to be recovared within 12 months - - - -
Deferred tax liabilities {6,852) {6,282) {6,923) {6,282)
Deferred tax assets / (liabilities) (2,122) {1,508} (2,193} (1,642)
Property, Tax losses
plant and carrled
equipment Other forward Total
$000 3000 $000 $000
Parent
Balance at 1 June 2013 6,459 {4,714) - 1,745
Charged to surplusf{deficit) component of statement of
comprehensive income (2,095} (60) - (2,155)
Charged to other comprehensive income 1,918 - - 1,918
Balarice at 30 June 2014 6,282 {4,774) ~ 1,508
Balance at 1 Juna 2014 6,282 {4,774} - 1,508
Charged to surplus/(deficit} component of Staternent of
Comprehensive lncome (1,291) 44 - {1,247)
Charged to other comprehensive incoms 1,861 - - 1,861
Balance at 30 June 2015 6,852 (4,730} - 2,122
Group
Balance at 1 June 2013 6,949 {5,008} - 1,941
Charged to surplus { (deficit) component of staterment of
comprehensive income (2,403) 186 {40) {2,257)
Charged to other comprehensive income 1.818 - - 1,918
Benefit of the transfer of tax josses - - 40 40
Balance at 30 June 2014 6,464 {4,822) - 1,642
Balence at 1 June 2014 6,464 {(4,822) - 1,642
Charged to surplus / (deficit) component of statement of
comprehensive income {1,348) 38 (28} (1,338)
Charged to other comprehensive income 1,861 - 1,861
Benefit of the transfer of tax losses - - 28 28
Balance at 30 June 20115 6,977 {4,784) - 2,193
Page 44



Waterfront Auckland
Notes to the Financial Statements

9 Cash and cash equivalents
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Cash at bank and in hand 3,278 2,208 5,133 5,163
Total cash and cash equivalents 3,278 2,208 5,133 5,163
10 Debtors and other receivables - Current
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
5000 $000 $000 $000
Debtors 1,978 671% 1,978 671
Less provision for doubtful debts N {B3} {17) (83}
MNet debtors 1,361 588 1,961 588
Accrued recelvables * 276 73 276 73
Sundry receivables - 450 - 450
Related party receivables 18,326 38,628 18,326 38,628
Goods and services tax 49 426 49 426
Prepayments * 2,316 2,391 100 148
Total debtors and other receivables - current 22,928 42,556 20,712 40,313
Receivables from exchange transactions 19,871 36,928 17.655 34,885
Receivables from non exchange transactions 3,057 5,628 3,057 5,628
Total debtors and other receivables - current 22,928 42,556 20,712 40,313
* Refer to note 11 for the non-current portions of these receivables,
a} impairment of debtors
Tha ageing of debtors (net of the provision for doubtful debis) is as foliows:
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $o00 5060 $000
Current 604 392 604 3092
Past due 1 - B0 days 1,348 141 1,348 141
Past due 61+ days 9 138 9 138
Balance at 30 June 1,961 671 1,961 671

At each pericd end, all overdue receivables are assessed for impairment and appropriate provisions applied. A doubtful

debts provision of $17,000 has been recognised at 30 June 2015 (2014: $83,000).
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10 Debtors and other raceivables - Current

Movements in the provision for impairment of receivables are as follows:

Waterfront Auckland
Notes to the Financial Statements

Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Balance at 1 July 83 74 83 74
Additional provisions made during the year - 11 - 11
Unuserd provisions reversed during the year (54} 2) {54) (2)
Reseivables written off during the period {12) - (12) -
Balance at 30 June 17 83 17 83

b) Fair vafue and credif risk

Due to the short-term nature of these receivablas, their carrying value is assumed to approximale their fair value, The
Group has no exposure to credit risk or foreign exchange risk in respect of debtars and other receivables at balance date.
The Group does not hold any collateral as security. Refer to note 35 for more information on the risk management policy

of the Group.

¢} Accrued and sundry receivables

These amounis relate to either accrued income or arise from transactions outside the usual operating activities of tha
Group. Interest may be charged at commercial rates where the ferms of repayment exceed six monthe, Collateral is not

normally obtained.
d) Foreign exchange and irferes! rate risk

The Group has no exposure to foreign exchange and interest rate risk in relation to debtors and other receivables at

balance date.

11 Debtors and other receivables - Non-gurrent
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 5000 $000
Accrued receivables 453 495 453 485
Prepayments 627 722 627 722
Total debtors and other receivables « non-current 1,080 1,217 1,080 1,217
Receivables from exchange transactions 1,080 1,217 1,080 1,217
Recsivables from non exchange transactions - - - -
Total debtors and other receivables - non-current 1,080 1,217 1,080 1,217
12 inventories
Parent Parent Group Group
Actuafl Actual Actual Actual
2015 2014 2015 2014
$000 $000 %000 $000
For use in internal consumption - 28 - 29
Total inventories - 29 - 29

No inventores are pledged as security for Hiabilities. There was no write-down in inventories expensed during the period.
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Woaterfront Auckiand
Notes to the Financial Statements

13 Tax receivables
Parent Farent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Excess of tax paid for current period over amount due - - 19 37
Total current tax receivable - - 19 37
14 Qther non-current assets
Parent Parent
Actual Actual
2015 2014
$000 $000
Balance at 1 July 1,350 1,460
Purchased during the year 200 -
Amortisation expense (114) {110)
Balance at 20 June 1,436 1,350

This balance represents the value of the redeemable preference shares that Waterfront Auckland owns in its subsidiary,
Downtown Marinas Limited. The fair value of redeemable preferences share is cost less amortisation and impairment.
The shares are being amortised over the useful fife until their redamption date (29 September 2026). Waterfront

Auckland owns 18 of the available 23 berth shares (2014: 17).
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Waterfront Auckland
Notes to the Financial Statements

17 Investment properties

Parent Parent Group Group

Actual Actual Actual Actual

2015 2014 2015 2014

$000 $000 $000 $000
Opening balance 280,546 272,990 280,546 272,990
Transfers (to) / from Property Plant and Equipment . (3,110) - {3,110)
Transfers from WIP 14,777 12,663 11,777 12,663
Book value prior to revafuation 292 323 282,543 292,323 282,543
Values per independent valuations 328,715 264,810 328,715 264,610
Prepaid rental income 15,743 15,936 15,743 15,836
Fair value a5 at 30 June 344, 458 280,546 344,458 280,548
Fair vaiue increase / (decrease} 52,135 (1,9973 52,135 {1,987}
Rental revenue 9,504 8,500 9,504 8,500
Expenses 3,544 3,963 3,544 3,863

Waterfront Auckland's investment properties are valued at fair value each balance date.

The fair value of investment property has been determined using the discounted cash flow method or the comparative
sales approach as may be appropriate to the individual assets. This method is based upon assumptions including future

rental income and appropriate discount rates.

In amriving at their vatuation for the Wynyard Quarter investment property, Seagar and Partners {Auckiand) Limited and
CBRE Limited have relied on inputs regarding expected expenditure for remadiation of contaminated land, which have
been independently assessed by Beca Limited, environmental and engineering consultants.

Value 2015 Value 2014

Valuer and Area $000 $000

Seagar and Partners {Auckland) Limited - Wynyard Quarter properties 216,905 171,540
CBRE - Wynyard Quaiter properties 99,900 82,200
Jones Lang La Salle - Westhaven properties 11,916 10,870
Total valuation 328,715 264,610

18 Investment in subsidiaries

The censolidated financial statements incorporate the assets, liabilittes and results of the following subsidiaries in

accordance with the accounting policy described in note 1(b). All subsidiaries are incorporated in New Zealand.

Westhaven Marina Limited - corporate trustee of Westhaven (Existing Marina) Trust and

Westhaven {Marina Extension) Trust

Downtown Marinas Limited - owns and operates Hobson Wast Marina

Waterfront Auckland controls the following Trusts:

Woesthaven (Existing Marina) Trust - owns and operates berths within Westhaven Marina
Westhaven {Marina Extension} Trust - owns and operales berths within Westhaven Marina

Controt %
2015 2014
% %
100 100
100 100
100 100
100 100
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18 Investment in subsidiaries (continued)

Parent Parent

Actuat Actual

2015 2014

$0006 $000

Westhaven Marina Limited 446 448
Bowntown Marinas Limited - -
Westhaven (Existing Marina) Trust - -
Westhaven {Marina Extension) Trust - -
Total invesiment in subsidiaries 446 446

Investments in subsidiaries have been tested for impairment. No adjustment was required.

Waterfront Auckland
Notes to the Financial Statements

19 Creditors and other payables « Current
Farent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
5000 $000 $000 $000
Creditors 1,998 480 1,896 490
Accriued expanses 4,228 6,496 4,259 6,521
Deposits and bonds 5 105 5 105
Related party payables 6,343 5,254 2,653 1,219
Revenue in advance 1,294 351 3,372 2,462
Sundry payables - 120 - 120
Total creditors and other payables - current 13,868 12,816 12,285 10,817

Creditors and other payables are normally settled on 30 day terms, therefore the carrying valus cof trade and other
payables approximates their fair value. Included in accrued expenses is retentions on construction contracts. The
payment terms for these vary depending on the contract. The Group has minimal exposure to foreign exchange risk and

no interast rate risk in respect of creditors and ckher payables at balance date.

20 Creditors and other payables - Non-current
Parent Parent Group Group
Actual Actuat Actual Actual
2015 2014 2015 204
$000 3000 5000 $000
Related party payables A 446 129,555 - 129,109
Revenue in advance * 16,032 16,268 16,032 16,268
Total creditors and other payables - non-current 16,478 145,823 16,032 145,377

The fair value of creditors and other payables is equal to their carrying value.

 The balance at 30 June 2014 was contractually repayable on demand. During the financial year ended 30 June 2015, a

debt to equity swap was undertaken which saw the buik of this balance being converted to share capital with the

remainder being offset against related parly receivable due from the same counterparty.

* Revenue in advance is izase income that has been prepaid by lessors. The timing of when this income will be

recognised is shown in note 28 {c}.
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Waterfront Auckland
Notes to the Financial Statements

21 Empioyee entitlements
Parent Parent Group Group
Actual Actual Actual Actuaf
2015 2014 2015 2014
$600 $000 $000 $000
Annual leave 530 463 530 463
Accrued salaries and wages 304 261 304 261
Total employee eﬂtitlen;ents 834 724 834 724
22 Other current liabilities
Group Group
Actual Actual
2015 2014
$000 $000
Balance at 1 July 792 481
Contributions during the year 351 3319
Utilised during the year (183) -
Balance at 30 June 960 792

This liability is accumulated from a charge to Berth Entitiement Unit holders of the Westhaven (Exisling Marina) Trust and
Westhaven (Marina Extension) Trust and Berth Share holders of Downtown Marinas Limited based on 10% of the annuat
operating expenditure budget as set out in the berth licence. It is used to contribute to future significant repairs,
ranovations, replacements and maintenance.

23 Borrowings
Parent Parent Group Group
Actual Actuat Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Secured loans 23,000 23,000 23,000 23,000
Total borrowings 23,000 23,000 23,000 23,000

Waterfront Auckland's borrowings of $23 million is fixed rate debt from Auckland Council,

Waterfront Auckland’s borrowings are secured by a security interest over all of the personal property and a fixed charge
over all of the non-personal properly subject to a general security deed.

Waterfront Auckland has entered into a Credit Facility Agreement with Auckland Council. Af balance date the debt
consists of two tranches, each subject to differant repaymant terms and interest rates which are disciosed below.

a) Maturity analysis and effective interesi rate

Fixed interest rate

between between
2015 Parent and Group 1yearorless 1and 2years 2lo 3 years Total
000 000 s0oo $000
Secured lvans - 23,000 - 23,000
Weighted average inlerest rate 0.00% 5.10% 0.00%
Fixed interest rate
between between
2014 Parent and Group Tyearorless 1and2years 2o 3years Total
5000 $000 s000 $000
Secured loans . - 23,000 23,000
Weighted average interest rate 0.00% 0.00% 5.10%
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Waterfront Auckland
Notes to the Financial Statements

24 Other non-current liabilities
Group Group
Actoal Actual
2015 2014
5000 $000
Balance at 1 July 482 521
Purchased by Waterfront Auckland (200) -
Amarlisation revenue {36) {39)
Balance at 30 June 248 482

The redeemable preference shares are treated as debt rather than equity on the basis that the prefersrice shareholders
do not share in the residual assets of the company {Downtown Marinas Linited} and are entitied to a redemption of $1
per share on 28 September 2026. The shares are being amortised over the useful life until their redemption date.
Waterfront Auckland owns 18 of the available 23 berth shares (2014: 17).

25 Contributed equity

{a) Share capital

Parent FParent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
5060 $000 %000 $000
Balance at 1 July 340,489 340,489 342,722 342,722
Shares issued during the year 128,000 - 128,000 -
Balance at 30 June 468,489 340,489 470,722 342,722
(b} Movernents in ordinary shares:
2015 2014 2015 2014
Number of Numberof Nurmber of Number of
Shares Shares Shares Shares
Opening balance of ordinary shares issued 1,000 1,000 1,000 1,000
Share issue 100 - 100 -
Closing balance of ordinary shares issued 1,100 1,000 1,100 1,000
28 Accumulated Funds
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Balance at 1 Juily 25,229 24,769 25,361 25,077
Surplusi{deficit) for the year 52,376 559 50,690 383
Transfer o maintenance reserves {154) {99) {154) (99)
Dividends paid {3,000} - {3,000} -
Balance at 30 June 74,451 25,229 72,897 25,361
Dividend per share § 272727 % - § 2,727.27 § -
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27 Reserves
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
5000 $000 $000 $000
Asset revaluation reserves 40,517 35,731 41,825 37.139
Maintenance resetves 366 712 866 712
Total Reserves 41,383 36,443 42,791 37,851
The movements in each type of reserve are disclosed as follows:
Asset revaluation reserve
Balance at 1 July 35,731 23,289 37,139 24,697
Revaluation gains/{losses) 6,647 15,292 6,647 15,292
Deferred tax on revaluation (1,861) {1,918} {1,881} {1,918)
Transferred to surplus or deficit - {932} - {932)
Balance at 30 June 40,517 35,731 41,925 37,139

The asset revaluation reserve records the revaluation of property, plant and squipment. Any impairment of property, plant
and equipment will firstly be written off against balance in asset revaluation reserve, Any impairment over and above the
amount recorded will be iransferred to the other gains / (losses) section of the surplus / (deficit) within the statement of
comprehensive revenue and expense,

Maintenance reserves

Balance at 1 July 712 613 712 613

Transfer from accurmated funds 154 99 154 a9

Balance at 30 June 866 7t2 866 712
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28 Reconciliation of net surplus / (deficit) after tax to net cash flow from operating
activities
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 20615 2014
5000 $000 $000 $000
Surplus / {deficit) after tax 52,376 559 50,690 383
Add / {less) non -cash ftams:
Depreciation and amortisation expense 8,650 8725 8,973 9,049
Amortisation of redeemable preference shares 114 110 (35) {39)
{Gain} ! loss on reveluation of property, plant and equipment . {932} - (932)
{Gain) / loss on disposal of property, plant and equipment - {8} “ (6}
Fair value (increase) / decrease on investment property (52,135) 1,997 (52,135) 1,997
Movement in deferred tax through P&L {1,247) (2,155) {1,310) (2,217}
Add/(less) items classified as investing or financing activifies
Capital expenditure funding from Auckland Council recognised as
revenue {1,366) (794) {1,966) (794)
Add/ (less) movemenis in working capifal items:
Debtors and other receivables {excluding related party) (537) (997) (564} (659)
Inventories 29 28 29 28
Creditors and other payables {excluding related party) {274) (4.718) (303) (4,812)
Investing activities included in craditors and other payables 106 3,069 1086 3,069
Related party receivables and payables (107,718) 29,120 (107,373) 24,650
Financing activiies included in related party receivables and
payables 107,828 (29,523} 107,328 (29,523}
Current tax - (3,136) 18 (3,142}
Other current liabilities - - 168 332
Employee entitlements 110 140 110 140
Net cash infiow / (outfiow) from operating activities 5,336 1,487 4,236 (2,476)
29 Capital commitments and operating leases
g) Capilal commitments
Capital expenditure contracted for at the reporting date but not recognised as Habilities is as follows:
Parent Parent Group Group
Actual Actual Actual Actual
2015 2014 2015 2014
$000 $000 $000 $000
Investment property 3,688 7,116 3,688 7,116
Property, plant and equipment 2,953 9,429 2,953 9,429
Total capital commitmants 6,641 16,545 6,641 16,545

The above balances have been committed in relation to future expenditure on capital projects. Amounts already spent

have been includad as work in progress
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29 Capital commitments and operating leases (continued)

b}  Operafing leases as fessoe
The Group leases two properties & some equipment in the normal course of its business. The future aggregate minirmum
lease payments payable under non cancellable operating leases are as follows:

Parent Parent Group Group

Actual Actual Actual Actual

2015 2014 2018 2014

$000 $000 $000 $000
Less than one year 970 700 970 700
Between one and five years 2,041 2,164 2,041 2,164
More than five years 2,031 2,356 2,031 2,356
Total non-canceliable operating leases as lessee 5,042 5,220 5,042 5,220

Leases can be renewed at the group's discrefion, with rents set by reference fo current market rates for items of
equivalent age and condition. There are no restrictions placed on Waterfront Auckland and group by any of the leasing
arrangements.

¢) Operaling leases as lessor

The Group leases out investment property and some commercial property. The leases contain non cancellable periods
ranging from 1 month {o 80 years. Subsequent renewals are negotiated with the lessee, The future aggregate minimum
lease payments to be collected under non cancellable operating leases are as follows:

Farent Parent Group Group

Actual Actual Actual Actual

2015 2014 2015 2014

$000 %000 5000 5000
Less than one year 7,819 7,584 7.819 7,684
Between one and five years 25,540 20,820 25,540 20,820
More than five years 41,741 35,864 41,741 35,864
Total non-cancellable operating leases as lessor 75,100 54,268 75,100 64,268

No contingent rents have been recognised in the statements of comprehensive ingorme during the period.

Mot included in the table above are operating leases that have been prepaid by lessees and are held on the statement of
financtal position within revenue in advance. The lease revenue will be recognised as follows:

Parent Parent Group Group

Actual Actual Actual Actual

2015 2014 2015 2014

$000 $000 $000 3000
Less than one yesr 236 236 - 236 236
Between one and five years 943 943 943 943
More than five years 15,089 15,325 15,089 15,325
Total non-cancellable operating leases as lessor {prepaid) 16,268 16,504 16,268 16,504
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30 Related party transactions

The group contains subsidiaries as set out in Note 18. Auckland Council is the ultimate parent of the Group as outlinad in
Note 1. Auckland Council has other CCOs that Waterfront Auckland has fransacted with during the peried including
Auckland Transport, Regional Facilities Auckland, Auckland Tourism Events and Economic Development Limited and
Watercare Limited. In addition Waterfront Auckland has also transacted with Ports of Auckland Limited, which is a
subsidiary of Auckland Council Investments Limited, another CCOQ of the Auckland Council.

Related parties include subsidiaries, associates, joint ventures, key management personnel, the Directors of the Board
and their close family members and entities controlled by them. Key management personne! are the chief executive apd
executive leadership team. Close family members include spouses or domestic pariners, children and dependants,

Related party disclosures have not been made for transactions with related parties that are within a normal supplier or
client/recipient relationship on terms and condition no more or less favourable than those that it is reasonable to expect
Waterfront Auckland would have adopted in dealing with the party at arm’s langth in the same circumstances.

3 Remuneration
Key management personnel includes the Board of Directors and the Executive Leadership Team. The Executive
Leadership Team consists of the Chief Executive and direct reports ta the Chief Executive.

Parent Parent Group Group
Actual Actuzat Actual Actual
20158 2014 2015 2014

Key management personnel remuneration $ooc $000 $000 $000
Executive Leadership Team {6 FTE}) 1,747 1,665 1,747 1,665
Board of Directors - Waterfront Auckland 347 355 347 355
Board of Directors - Westhaven Marina Limited 18 - 18 -
Totai key management personnel remuneration 2,112 2,020 2,112 2,020
&) Senfor Execulive Team Remuneralion
Salary and cther short-term employee benefits 1,747 1,665 1,747 1,665
Total Senior Executive Team remuneration 1,747 1,665 1,747 1,665
b} Board of Directors Remuneration - Waterfront Auckiand
Sir Robert Harvey (Chair) 83 81 83 81
Adrienne Young-Cooper (Depuly Chair) - note 1 17 51 17 51
Richard Leggat (Deputy Chair) - note 2 28 - 28 -
Ngarimu Blair 41 41 41 41
Christine Caughey (Chair of Planning and Design Committee) a7 47 47 47
Evan Davies 41 41 41 41
Terry Kayes {Chair of Remuneration Commitiee) 47 47 47 47
Kerry Stotter (Chair of Assurance Committee) - note 1 17 47 17 47
Susan Macken {Chair of Assurance Committee} - nota 2 26 - 26 -
Total Board remuneration - Wateriront Auck!and 347 355 347 355
6} Board of Directors Remuneration - Westhaven Marina Limited
Adrienne Young-Cooper - nofe 1 . w . -
Terry Kayes - - - -
Stephen Mills 18 - 18 -
Total Board remuneration - Westhaven Marina Limited 18 - 18 -

Noles to the Board of Diraclors ramuneration

nole 1 - Adrienne Young-Cooper and Kerry Stotter were not reappeinted as Directors by Auckland Council when their terms ended on 31
October 2014, Adrianne Young-Cooper resigned as a Director of Westhaven Marina Limiled on 31 Oclober 2014

note 2 - Richard Leggat and Susan Macken were appeinted as Directors of Waterfront Auckland effective 1 Decamber 2014,

note 3 - No remuneration is payable to directors of Bowntown Marinas Limited, Terry Kayes and Adrienne Young-Cooper (untit 31
October 2014).
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31 Remuneration {continued)

d} Employes Remunaration

The table below shows the number of employees or former employees who received remuneration of $100,000 or mare

within specifiad $10,000 bands.

The remuneration for the CEO for 2014 includes payment of perfermance awards for achieving set criteriaftargets for both

the 2013 and 2014 financial years,

Number of employees

2015 2014
$100,000-$109,999 5 3
$110,000-$119,999 1 -
$120,000-$129,999 1 5
$130,000-$139,989 3 b
$140,000-%149,999 9 2
$150,000-$159,990 1 1
$160,000-$169,999 1 1
$170,000-%179,999 1 -
$180,000-$189,999 4 1
$190,000-$199,999 1 -
$200,000-5209,999 - 2
$210,000-$219,999 . _
$220,000-$229,899 - -
$230,000-$238,899 . 1
$240,000-$240,009 - 1
$250,000-$259,099 - -
$260,000-$269,999 2 -
$270,000-$279,999 . .
$280,000-$289,999 - -
$290,000-5299,980 - -
$300,000-$309,999 1 1
$310,000-$319,905 1 -
$450,000-5459,999 1 -
$500,000-3509,999 - 1
Total employees who recaived $100,000 or more 21 18

32 Contingencies

The Wynyard Quarter investment property includes land which has previously been used for the storage of bulk liguids.

Where this Jand has been contaminated by leaks and spills, the fair value of the investment praperty includes an
allowance for remediation costs.

In the 2013 financial year, Waterfront Auckland took court action against a previous tenant 1o enforce their obligations
under their lease. In February 2014 the High Court found in favour of the tenant that they were not obligated tc remediate
the land to the standard expected by Waterfront Auckland. Waterfrant Auckland appealed the decision and in August

2015 the Court of Appeal found in favour of Waterfront Auckland.

The tenant has applied to the Supreme Court for leave to appeal the judgement.
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33 Events occurring after the balance date

During the year, Auckland Council undertook a review of the existing CCOs to determine whether there was a need for
change {o better align the CCO's activities to the goals of Council. In Juna 2015, foliowing the review and public
consultation during the 2015-2025 Long-term Plan process, the Auckland Council Governing Body resolved to
amalgarnate Waterfront Auckiand and Auckland Council Properties Limited (ACPL} into one entity, Development
Auckland Limited, to take effect from 1 September 2015.

For legal purposes, the merger will take the form of a short-form amalgamation under the Companies Act 1993.
Waterfront Auckland is to be the surviving entity and will change its name to Development Auckiand Limited on

1 September 2015. As most of the activities undertaken by ACPL are done on behalf of Auckland Council, the asses,
lizbilities and equity of ACPL as a separate company are not material and will have minimal impact on the Statement of
Financial Position of Waterfront Auckland.

34 Financial risk management

Waterfront Auckland and the group's activities expose it to a variety of financial risks: marked risk, liguidity risk and credit
risk. The Group's risk management programme focuses on the unpredictability of financial markets and seeks to minimise
potential adverse effects on the financial performance of the Group. Waterfront Auckland's treasury management is
carried out under a shared service agreement by Auckland Council. The treasury management policy incorparates a
lizbility management policy and an investment policy. These policies do not allow any fransactions that are speculative in
nature to be entered into.

i} Carrying amouni and fair value of financial assets and liabilities of the Parant

Carrying amount Fair value

2015 2014 2015 2014

$000 $000 $000 $000
Financial assets
Cash and cash equivalents 3,278 2,208 3,278 2,208
Loans and receivabigs
Debtors and other receivables 21,016 40,234 21,016 4,234
Total financial assets 24,254 42,442 24,294 42 442
Financial liabilities '
Financial liabiliies at amortised cost
Creditors and other payables 13,020 142,020 13,020 142,020
Borrowings 23,000 23,000 23,000 23,000
Total financial liabilities 36,020 165,020 36,020 165,020
Net financial assets / (liabilities) (11,726)  (122,578) (11,728} (122,578)

ii} Carrying amount and fair value of financial assats and liabilities of the Group

Carrying amount Fair value

2015 2014 2015 2014

$000 $000 $000 $0600
Financial assets
Cash and cash equivalents 5,133 5,163 5,133 5,163
Loans and receivables
Debtors and other receivables 21,016 44,234 21,016 40,234
Total financial assets 26,149 45,397 26,149 45,397
Financial Habilities
Financial ligbilities at amortised cost
Creditors and other payables 8,913 137,564 8,913 137,564
Borrowings 23,000 23,000 23,000 23,000
Total financial liabilities 31,913 160,564 ) ,?_13_ 160,564
Net financial assets / (ifabilities) (5,764)  (115,167) (5,764)  (115167)
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35 Capital management

Waterfront Auckland's capital is its equity which comprise accumulated funds. Equity is represented by net assets.
Waterfront Auckland manages its revenues, expenses, assets, liabilities and general financial dealings prudently to meet
its long term objective and in a way that promotes the current and future interests of the community. Equity is largely
managed as a by-product of managing revenues, expenses, assets, liabilities and genaral financial dealings.

Waterfront Auckland is implementing asset managernent plans for major classes of assets detailing renewal and
maintenance programmes.

Waterfront Auckland is raquired by Auckland Council to maintain an ‘equity to total assets' ratio of not less than 60%.

Parent Parent
2018 2014
$000 $000
Equity 584,323 402,161
Tolal assets 640,625 586,032
Equity to total assets 91% 89%

36 Transition to the new PBE Accounting Standards

The changes to accounting policies and disclosures caused by first time application of the new PBE Accounting
Standards are stated below. There are ne material impacts due to transition.

PBE IPSAS 1 Presentation of Financial Statements

There are minor differerces between PBE IPSAS 1 and the equivalent NZ IFRS (PBE) standard.

These differences have an effect on disclosure only. The main change in disclosure restiting from the application of PBE
IPSAS 1 is the presentation of receivables from non-exchange transactions and receivables from exchange fransactions
separately. This requirement affected the presentation of both current year and comparative recsivables figures. Refer
o notes 10 and 11 for further details.

PBE IPSAS 20 Related Party Disclosures

The new standard requires public sector PBEs o disclose only those related party transactions and balances which have
been entered into on terms other than arm'’s tength, rather than the transactions and balances that would have occurred
within a normal supplier or client/recipient relationship, on terms and conditions no more or Jess favourable than those
which the entity would have adopted if dealing with the party at arm's length in the same circumstances.

As a result the comparative figures in note 30 have been restated.

PBE |PSAS 23 Revenue from Non-exchange Transactions

The standard revenue from non-exchange transactions to be disclosed separately. Refer to note 3 for further details.
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Explanation of major variances to budget

As a CCO, Waterfront Auckland agrees its budget each year with the shareholder Auckland Coundil and
publishes the budget in the Statement of Intent. The following table shows a high level comparisen of actual
financiat performance 1o budget.

Statement of Comprehensive Revenue and Expense

Group Group
Actual Bucdget

2015 2015 Variance

$000 $000 $000 Note
Revenue
Rental and other revenue 37.531 38,401 (870) 1
Interest income 112 131 {19)
Other gains / (losses) 52,132 - 52,132 2
Total income 89,775 38,532 51,243
Expenses
Personnel 7,721 6,693 1,628 3
Depreciation and amortisation 8,973 9,008 {125)
Interast expense 1,172 2,364 (1,192} 4
Other operatigg axpenses 22,514 24,554 {2,040 5
Totzal expenditure 40,380 42,709 {2,329
Surplus / {deficit) before tax 49,395 (4,177} 53,572
Income tax (benefit} / expense (1,285) - {1,295} 2
Surplus / (deficit] after tax 50,690 {4,177) 54,867
Other comprehensive revenue and expense
Gains on revaluation of property, plant and equipmeant 6,647 - 6,647 2
Tax on revatuation gains (1,861) - {1,861) 2
Total sther comprehensive income 4,786 - 4,786
Total comprehensive income 55,476 (4,177 £9,653

Notes

. The budget does not eliminate intra-entity transactions between Waterfrant Auckland and its
subsidiaries. If these were eliminated, the budget revenue would be $2.9m Jower which would make

aclual revenue $2.1m higher than budget. Highar than budgeted operating expenditure recoveries

and unbudgeted revenue from place making activities are the main contributors to this favourabla variance.

2. Waterfront Auckland does not budget for non-cash revaluations of investment property, revaluations
of property, pfant and equipment and refated movements (n deferred tax.,

3. $0.4m of personnel costs were budgeted for in other operating expenses. Other increases were due
to positions budgeted for as contract staff {and therefore included in other operating expenses), belng filled
by employees.

4. The budget assumed that interest woutd be paid for on some of the capital expenditure funding from
Council. This funding was instead offset by amounts receivable from Aucktand Councit and no
interast was charged.

5. The budget does not eliminate intra-entity transactions between Waterfront Auckland and its
subsidiaries. If these were eliminated, the actual operating expenses would be $0.9m lower than budget.
This is primarily due to the budgeting of some parsonnel costs in other operating expanses and the
movement of contract positions 1o staff positions as described in 3. above. Other savings were offset by
costs incurred for the amalgamation as described in riote 33.
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Explanation of major variances to budget {continued)

Statement of Financial Position

Waterfront Auckland

Notes to the Financial Statements

Group Group
Actual Budget
20145 2015 Variance
$000 $006 $000 Note
Curreni Assels 25,864 27 676 (1,812) 1
Non Current Assels 616,096 568,782 47,314 2
Total Assets 641,860 596,458 45,502
Current Liabilities 14,679 23,790 (9,711) 3
Non Current Liabilities 41,471 63,502 (22,031) 4
Total Liabilities 55,550 87,282 (31,742)
Nei Assets 586,410 509,166 77,244
Net Equity 586,410 509,166 77,244
Notes

1. Lower receivables than budgeted for as inter-entity accounts with Auckland Council were settted

prior to year end.

2. Waterfront Auckiand does not budget for ravaluations of investment property or properiy, plant and
aguipment. The revaluation at 30 June 2015 increased investiment property by $52.1m.

3. Lower accruals than budgeted for due to transactions oceurring earlier than acceunted for in the budget.

4. The budget included revenue in advance for lease prepayments that were scheduled 1o occur in 2015 but

will not occur untit 2016.
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