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CHAIRMANS LETYER FOR YEAR ENDED 30 JUNE 2007

Dear Shargholders

Az T write this letter to you the transfer of the Harbour Berths and The Ferry Assels fave just
taken place. The date of transfer was Monday 1™ of October 2007, While appreciating that this
has been a lengthy process the Directors believe that |t was necessary io ensure the
sharehoiders assets are protected into the future and the maximurn value of the shareboiders
funds reallsed,

‘The plan is thet the Britomart Station and associated assets will be transferred in the next few
ronths once the arrangements have been agreed between Auckland Chty Councli and the
Auckiand Reglonal Council

The key financial milestones were achieved In the year resulting in a group EBITDA surpius of
$735,000 on Revenues of $8,585,000. A positive operating cash flow surplus cf 1,770,000
was achieved which was satisfactory glven the circumstances we have been operating under.
Ws have enjoyed a good working relationship with Auckiand Regional Holdings regarding
project funding as the transition progressed.

The company continued to operate the Ferry Fadiilties and retalned and inlerest in the
development of the rail station network over the year conjunctlon with ARTA,

Cur relationship with ARTA has been one of co-operation given the complexity of
responsibiiities and ongoing rail development throughout the year and we thank Board
Chairmman Mark Ford for his effort in sssisting the Transition Process,

The company directly funded commercial and retail activities in the Britomart transport faclilty,
this provided a satisfactory return for beth the owners and the Region.

We have seern the completion of the Papakura Station and over bridge and Panmure Station
and the work completed on the Middiemore over bridge as part of our designsted works under
tha origina! Infrastructure Auckiand grants.

We have identified the need for restorative work on Fler 1 and 2 at the Downtown Ferry
Terming! and this work will be carried out in the near futurs with funds made availabie from
ARTA,

Birectors and Staff Contribution,

The cooperation from staff has bean excellent given the uncertainty of ownarship they along
with several contractor staf have continuad to ensurs that the responsibliities have been
arofessionally performed. On behalf of the Board end Shareholders, T would like to thank thern
far thelr continued efforts to ensure that the business obiectives have been mel In the year

Director Ross Jewell retired on the 30% of Novamber 2008, isaving George Green and myself
535 the two Directors. We heve iointly accepted the Chalrman’s role over the last year.

kucl{kand Regional Transpert Netwark Limiied

Ja-00 Oueen Seragt, Level I, Oueers Arcade, purkiand
20 Box 492, Shortiand Strest, Suckland
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Zharsholders Bupport

T wish to acknowledge the support given by Auckiand City Inn helping fadilitate the transition
orocess (This has been a lengthy process and we have found Aucikland Oty officers tu be of
assistance in expediting the changes.

For ang ot the belalf of the Board
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AUCKLAND REGIONAL TRA

AND GROUP

STATUTORY INFORMATION

Directors’ profiles as at 30 June 2007

Keenas, Ross

Creen, Geoige

Ross Kespan has en sdensive background in finence,
infrastructure, ansport end govarnance as waell as
involvement with central goverrunent and fwi issuss, Ha

hoids several directorships in the public and privais

sectors,

George Green is a chartered sccountant ard has held
various senior positions In Industry and was lead partner,
Management Consulting Services, for Price Waterhouse
from 1986, In the early 1980s Mr Green was seconded to
the Prime Minisler's Advisory Group. He ks currently a
director of several companies.
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Entries made in the interesis’ register

The following disclosures that a Board member Is a director, shareholder, officer or rusies
of arwther company, were made In the Company'’s interests’ register during the perlod

urider review,

Entity Refationship
Hess Hesnan

Southern Travel Group Limited Chairman

Allied Workforce Group Limited Chalrman
Cabletzik Group Limited Chairman
Matrowater Limited Chairman
Auickiand District Health Board Deputy Chairman
Counties Manukau District Heaith Board Deputy Chaimman
Waitemats District Health Board Deputy Chalrman
Ngal Tahu Holdings Group Director

Gaorge Green

Steepvhead Manufacturing Limited Chairman
Rapaura Vintners Limited Chairman
Morrieon Low Assogiates Limited Chairman
Moirison Low Consulting Pty Limited Chairman
Parkwood Management Limited Director

Metro Water Limited Director




Birectors’ Hemuneration

During the periad under review, the divectors received the following remuneration anc
henefits:

Total Bemuneration
Fias Eupanses

$ §
Keenan, Ross : 55,000 4,523
Graen, George 34,834 -
Jeweil, Ross {resigned 30 Novamber 2006] 19,583 -
Total directors’ fees and expenses 108,417 4,522

Use of Company Information by Directors
The Board recelved no notices during the year from Directors requesting to use Company
information recelved in their capacity as Directors, which would not otherwise be available

i them,

Sharaholding by Directors
Directors do not hold shares in the Company.

Indemnitias and Other Insurances in respect of Directors and Employess
A Directors and Officers indemnity insurance policy has been enterad into at an annual
cost of 514,150,

Recommended Dividend
No dividends have been paid or recommended during the vear. This Is consistant with the
Company’s constitution that does not contemplate such payments.

Donations
No donetions have been made during the vear,




Employess’ Remuneration

During the year, there were 1o parsons on the permanent establishment wha recelved
remunaration in excess of $100,000, Employess fall into the following salary bauids

{>%100,0005:

Band

20607

€310,001 - $120,000

$15C,0081 - $160,000

$230,001 - $240,000

Auditor's Remuneration

All fees pald to auditors as disciosed in note 1 to the finandal statermnents, are in %’espect of
audit services recelved, Audit fees for the ARTNL Group have been paid for in respect of:

Auckiand Regionatl Transport Network Limited
ARTNL Britomart Limited
ARTNL Metro Limited

ARTNL Harbour Berths Limited

2007 2006
$ $
29,565 24,255
15,000 5,922
10,000 9,922
10,000 11,025
64,565 55,124
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Structure of Auckland Regional Transport Network Limited and Group

Auckland Regional Transport Network Limited is the holding company for 8 group of companies
set up by six of the seven coundls of the region on 2 July 2001 as pert of thelr joint
commitment to improving public passenger trensport In the Auddand region. The Group has 2
key role in providing integrated passenger transport Infrastructure for the Auckiand region, The
Group comprises Aucidand Regional Transport Network Limited (CARTNL™) and s 100% owned

subsiciarias ARTHL Harbour Berths Limited "AHB™), ARTHNL Metro Limited (PAML™) and ARTNL

Britomart Limited ("ABL").

[ Artni Regionsd Tranéport Limited ‘1

{Parent management sarvicas}

E I

T i) .
&rint} Britomart Artal Metro Limited ) Artnl Harbour Berths
Limited {Rait stations operations ! {Fetry berth operations
{Brifomart management} and constructon) j and construction}

The following companies traded during the year with their primary role to act as implementers,

ARTHL - Overview role for the planning and management of Group assets, funds and
aperations, development of revenue sources from retall and related cornmercial opportuniliss,
Participation In regional planning processes refating to the integration and growth of passenger
mansport and related fand development. This Includes Haison with sharehoiders and
stekeholders on matters relevant to them, negotiation with the Crown In respect of accass o
she rall corvidor and stations, end regional passengar transport planning activities involving the
ARC, ARTA and Territorial Authorities.

AMB -~ Owns (in part), develops and manages an integrated network of ferry terminals within
the Auciiand region to facifitate a comprehensive ferry service network in accordence with the
Regional Ferry Strategy.




AML - Lepses, manages and is upgrading 38 passenger rall stations within the Auckiand region
T snsuring the provision of safe access for opeyator(s) and passengers o rall station facilities.

¥ ABE ~ Holds the lesse and contractual arrangements for access and use of the puslic ransport
related assets of the Britomart Transport Centye and precinet area. Bus aperations ars
managed through a tienagement contract, The Ceniral Post Office retall faciity and traln

terminal operations are managed through a leasa.

Shelf Companles

- Ab the 30 May 2006 Board meeting the Directors passed a speciad resolulion approving the
derepistration of ARTNL No 1 Limited, ARTNL No 2 Limited, ARTNL No 3 Limited and Rail
Access SPY Limited, The dates of the deregistration of the above campanias, by the Registrar
_ of Compariles, occurred as follows: ARTNL No 1 Limfted, ARTNL Ko 3 Limited and Rail Access
- SPY Limited 28 July 2006 and ARTNL No2 Limited on B August 2006.




AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED
AND GROUP

GOVERNANCE AND ACCOUNTABILITY STATEMENT

Role of the Board

The sharehoiders have appointed a governing Board whose responsibifities include:

s Communicating with the Councll and other stakehclders to ensure their views are
reflected In the Company's pianning

o Production of a Statement of Intent, a public and legislative document detailing
objectives and performance targets for the Company _

o Delegating responsibility for achlevement of specific objectives to the 'management
executive through the General Manager

¢ Mornitoring organisational performance towards achieving objectives

» Accounting fo shareholders on plans and progress against them

» Maintaining effective systems of internal controt

o Providing and assisting with the development of the strategic direction of the ARTNL
Group.

Board Membership
Board member’s appointment and director’s remuneration is set by the shareholders. The

Board is composed of members who have diverse skilis and experience in order to bring a
wide range of thought to bear on policy issues. Once appointed, all members are required
to act in the best interests of ARTNL. Members acknowledge that the Board must stand
unified behind its decisions; individual members have no separate governing role outside
the boardreom. Councillors and officers of owning Counclls are precluded from being
members of the Board, The Company’s constitution sets the size of the Board at not less
than two or more than seven directors.

Board Committess

‘The Board has estabiished thres stending committees fo provide a more detailed level of
focus on particiar issues. Each committee has been delegated responsibliity for
governance, that is, policy making and monitoring of the organisation’s progress toward
meating objeciives siated In policies,  Committees do not invoive themselves in
operational matters, The Board's standing committees include:
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Commitles M Uen

Finance, Audit and Risk Mansgement Commitiee  Quarterly or as required
Safety Commities Yearly or as required
Remuneration Commitiee Quarterly or as required

Shareholder Relations

The Board acknowledges s rasponsibility to keep In touch with stakeholders and, in
particular, to remain cognisant of shareholder expectations, These expectations, however,
must be balanced against the Board’s responsibiliies to get on and achieve pragmatic and
dmely results. The Board and management have met with a Shareholders Representative
Group as required during the year to provide opportunities outside of the Aﬁnuai General
Meeting and quarterly briefings to discuss matters relevant to shareholders and the future
of the ARTNL Group of Companies. The Board acts in the best interests of the Company in
a way that is transparent and shows accountability.

Subsidiaries
The ARTNL Board mirrors their responsibilities on all subsidiaries and is supported by &

corporate group within ARTNL.

Division of Responsibility between the Board and Management

A key to the efficient running of ARTNL is that there is a clear division of roles between
Board and management. The Board concentrates on setting policy and strategy then
monitors  progress toward meeting objectives,  Management is concerned with
implementing policy and strategy. The Board clearly demarcates these roles by ensuring
that the delegation of responsibility and authority to the management team s concise and

complete.

The Beard meets regularly with management to review and advise on the development of
the Company's role In establishing itseif and towards providing for a regionally integrated

nassenger ransport Infrastructure.

ARTHNL Operstions
A management feam appointad by the Buard manages the ARTNL Group of Companies.

This management tearn comprises the General Manager, managers for finance and
administration, and safety, supported by project managers with specific responsibility for
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operations and development projects for rail infrastructure, Britomart Transport facility
and ferty terminals.

The Board directs the managemeant tsam by delegating responsibility and authority for the
achievement of chjsctives through seiing policy. The Board meets regularly during each
month with members of the management team o discuss, review and develop work

necessary {o cary out the objectives of the Company.

Accountablity

The directors hold monthly meetings as a formal Board to menitor progress toward ifs
strategic objectives and to ensure that the affairs of ARTNL and its subsidiaries are being
conducted in accordance with the Board’s polides. ‘

Conflicts of Interest
The Board maintains an Interests’ Register and ensures Board members and senior
management are aware of their obligations to declare interests.

Safety and Risk Management

The Board acknowledges that it is ultimately responsible for the management of risks to
the ARTNL Group. The Board has charged the General Manager with developing and
operating a risk management programme as significant assets and operations are
required. A key activity during the year has been safety reviews of assets under the
stewardship of the ARTNL Group and the development of policy focused on this area to
ensure safe operation of assets for the benefit of all users.

The Board recognises that risks change over time &s business circumstances change and

to this end, policy and assoclated programmes are reviewed on a regular basis. The
po

Company views risk management as the responsibility of avery employee.

Legisiative Compliance

The Board acknowledges its responsibility to ensure the organisation complies with all
legislation. The Board has delegated responsibifity to the General Manager for the
development and operation of & programme to systematically identify compliance issues
and ensure &Y siaff are awere of leglsiative requirements that are particularly relevant to
thent.




Ethics

The Board has informally adopted a code of ethics and regularly monitors whether staff
maintain high standards of ethical behavicur and practice the principles of good corporate
citizenship’ in their business interaction within and outside the Company,

Monitorieg compliance with ethical standards is done through such means as monitoring
trends in compiaints and disciplinary actions; or any reporis or indications that show non-
conformance with the prindples espoused.




AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP
STATEMENT OF RESPONSIBILITY
FOR THE YEAR ENDED 30 JUNE 2007

‘The Board ang management of ARTNL accept responsibility for the preparation of the
annual Financial Statements and the judgaments used in them.

The Board and management of ARTNL accepts responsibility for establishing and

maintaining a system of Internal control deslgned to provide reasonable assurance as to

the integrity and reliability of financial and non finandlal reporting.

ki

In the oplnion of the Board and management of ARTNL the annual Finandial Statements

for the year ended 30 June 2007 fairly reflect the financlal position and operations of
ARTNL.
% i
Bnan eorge Green
Director Director
24 October 2007 24 October 2007
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AUDIT NEW ZEALAND

AUDIT REPORT

T3 THE READERS OF
AUCKLAND REGIONAL TRANSPORT NETWORK LTD AND GROUP'S
FINANCIAL BTATEMENTS AND PERFORMANGE INFORMATION
FOR THE YEAR ENDED 30 JUNE 2007

The Auditor-General s the auditor of Auckland Regional Transport Network Lid (the company) and
group. The Auditor-General has appointed me, David Walker, using the staff and resources of Audit
New Zealand, to carry out the audit of the financial statements and performance information of the
company and group, on his behalf, for the year ended 30 June 2007,

Qualified opinion — Omission of performance information because of no Statement
of intent

As stated in note 16.2 on page 30, the company and group did not have a Statement of Intent for
the period commencing 1 July 2006. Normally the Statement of Intent would outline the
performance targets and other measures by which the performance of the company and group
could be measured. Because the company and group did not have a Statement of Intent for the
period commencing 1 July 2006 the company and group has been unable to prepare performance
information that gives a tnute and fair view of its service achievements,
In our opinion, except for the matter outiined above;
" the financial statements of the company and group on pages 12 to 30:
_ comply with generally accepted accounting practice in New Zealand; and
~ give a true and fair view of
. the company and group’s financial position as at 30 June 2007; and
> the results of operations and cash flows for the year ended on that date.

- Based on our examination the company and group kept proper accounting records.

The audit was completed on 24 October 2007, and is the date at which our opinion is expressed.

“Fhe basis of the spinion i5 expleined below. In addition, we outline the responsibilities of the Board of

Directors and the Auditor, and explain our indapendence.
Basis of apinion

We caried out the audlt In accordance with the Auditor-General's Auditing Standards, which
norporate the New Zealand Audiing Standards.,

We planned and performed our audit to obtain all the information and explanations we considerad
necessary In order {0 obfaln reasonable assurance that the financial statements and performance
information did not have matesial misstetements, whether caused by fraud or error.
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Material misstatements are differences or omissions of amounts and disclosures that would affect a
readers overall understanding of the finandial siatements and performance information. We found a
material misstatement In reiation tu the omission of performance information because the company
did not produce & Statement of Intent against which the company’s performance targeis and other
measures would have been measursd,

The audit involved parforming procedures to test the information presented in the finandal
statements and serformeance information. We assassed the results of those procedures in forming our
opinion. :

Audit procedures generally Include:

P determining whether significant financial and management controls are working and can
be relied on to produce complete and accurate data; :

B verifying samples of transactions and account balances;

s performing analyses to identify anomalies in the reported data;

% reviewing significant estimates and judgements made by the Board of Directors;

n confirming year-end balances;

u determining whether accounting policies are appropriate and consistently applied; and
2 deterrnining whether ail required disclosures are adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial
statements and performance information.

We evaluated the overall adequacy of the presentation of information in the finandal statements, We
did not obtain ali the information and explanations we required to support the opinion, as explained
above.

Responsibilities of the Board of Directors and the Auditor

The Board of Directors Is responsible for preparing finandal statements in accordance with generally
accepted accounting practice in New Zealand. Those financial statements must give 2 true and fair
view of the financial position of the company and group as at 30 June 2007. They must also give a
true and fair view of the results of operations and cash flows for the year ended on that date. The
Board of Directors Is also responsible for preparing performance information that gives a true and fair
view of servica performance achievements for the year ended 30 June 2007, The Board of Directors’
responsibilities arise from the Finandal Reporting Act 1993 and the Local Government Act 2002.

We are responsibie for expressing an independent opinion on the financial statements and
performance information and reporting that opinion to you. This responsibifity arises fram section 15
of the Public Audit Act 2001 znd sertion 65 of the Local Govermnment Act 2002,

PR
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independence

When carrying out the audit we foliowed the independence requirements of the Auditor-Genaral,
which incorporate the independencs recuirements of the Institute of Chartered Accountants of
News Zealznd.

Other than the audit, we have no reletionship with or interests in the company or any of its
subsidiarias,

«',f//

il

David Walker

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

W C



AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP
STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED 30 JUNE 2007

Reporiing entily

These are the financlal stetements of Auckland Regional Transport Netwerk Limited
(ARTNL} and the ARTNL Group. The Company Is a Council Controlled Organisation,
astabiished under the provisions of the Local Government Act 2002, The Company was
incorporsted on 2 July 2001,

The financial statements of ARTNL have been prepared in accordance with the
requirements of the Companies Act 1993, the Financial Reporting Act 1993 and the Locat
Government Act 2002,

The financial statements of ARTNL and group have been prepared on the basis that the
entity and group are a going concern. Also, refer to note 15.

Measurement base
The financial statements have been prepared on a historical cost basis.

Accounting policles

The following particular accounting policies which materially affect the measurement of
financial performance and financial position have been applied:

a) Basis of Consolidation ‘

The consolidated financial ststements include the parent ARTNL and its subsidiaries
ARTNL Harbour Berths Limited {AHB]), ARTNL Metro Limited {AML) and ARTNL Britomart
Limited [ABL). ARTNL and ifs subsidiary companies’ accounts are consolidated using the
purchase method which involves adding ‘together corresponding assets, liabiiities,
revenues and expenses on g inge by line basis,

All significant inter-company {rahsactions are eliminated on consolidation.




b} Goods and Services Tax

Al items in the financial statements are exclusive of GST, with the exception of accounts
receivable and accounts pavable which are stated with GST included. Where GST is
irracovarable 2s an input tax, then it is recognised as part of the related assel or expense,

¢} Taxation

Income tax expense is charged In the Statement of Financial Performance in respect of
current yesr’s esrmings after aliowing for permanent differences. Deferred tax is
determined on & comprehensive basis using the Jiabllity method. Deferred tax assets
attributable to timing differences or tax losses are only recognised where there is virtual

certainty of realisation,

d) Accounts Recelvable
Accounts recelvable are stated at thelr expected realisable value after providing for
doubtful and uncollectable debts.

e} Investments
Investments are stated at the lower of cost and net realisable value. Any write-downs arg
recognised in the statement of financial performance.

f) Fixed Assets
All fixed assets (including work in progress) are intially recorded at cost,

g) Depreciation
Depreciation is provided on a straighi-line basis on all fixed assets, at a rate which will
write off the cost of the assets o thelr estimated residuat value over their useful lives,
The useful fives and associzted depreciation rates of major classes of assets have been
astimated as follows:

Economic life (years)

IT Hardwaers and Sofoware 33

Plant, Equipment and Appiiances 5

Furniture and Fithings 3-26
Canopies 20
Leasehold Improvements 4-25

Leased Assels 33-80

Wharf Supports 5-33
Buildings 5-67

g} Depreciation - continued Fronomic life {years)
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Station Improvements
= Amenity improvements, fine markers and
access paths 10
¥ Fencing and foothridges 30-50

Station Upgrades

s JCTY 5
= Bins, seais, bollards and signage i5
= Lighting end asphaltic concrete 20
= Landscaping 25
w  Shelters 30
s Platforms 66
h) Leases
Finance Leases

Leases that effectively transfer to the Company, substantially all the risks and benefits
incidenta! to ownership of the leased items are classified as finance leases, These are
capitalised at the Jower of the fair value of the asset or the present value of the
minimum lease payments.

The leased assets and the corresponding lease liabillties are recognised in the
Statement of Financial Position. The leased assets are depreciated over the period the
Company is expected to benefit from thelr use.

Operatimg Leases

Leases where the lessor effectively retains substantially all the risks and benefits of
ownership of the leased Items are classified as operating leases. Operating lease
expenses are recognised on a systematic basis over the period of the lease.

1} Finandal Instruments
ARTNL is party to financial instruments as part of its normal operations. These financial
instruments inciude bank accounts, short-term deposits and a term loan facility. Al

financial instruments sre recognised in the Statement of Financial Position and all

revenues and expenses in relation o finandal instruments are recognised in the Statement

of Fnancial Performance.

Except for leans, which are racorded at cost, and those items covered by separate
sccounting policy, all finandial Instruments are shown at their estimated fair value.

i3 Capltal Grants

. #
%A
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Grants recetved for the purpose of capital development are recognised as a separate line
In the Statement of Financial Performance and are identified with construction of spedific
projects o be carled out In the near fulure, Grants are recognised at the time of work
milgstone completion. Grants pending satisfaction of conditions are reported as &

contingent asset,

%} Operating Revenue

Operating revenue camprésés:

»  Operating grants

= Fees charged o ferry operators for use of terminals and wharves and rental income
from refated fand and buildings

= Access fees charged to rail and bus operators for use of the Britomart Transport
Centre station and bus precinct respectively

* Funding for operational expenditure and revenue from advertising
is recognised at the time earned.

{} Statement of Cash Flows
Cash means cash balances on hand, held in bank accounts, demand deposits and other
highly ltquid investments in which the ARTNL Group invests as part of its day-to-day cash

management.

Operating activities include cash received from all income sources of the Company and
Group and record the cash payments made for the supply of goods and services.

Jnvesting activitfes are those activitles relating to the acquisition and disposal of non-

curert assats,

FAnancing activities are those activities refating to changes in enguity and debt capital
cucture of the Company and Graup.

m) Emploves Entitlements

Employes entitlements Include provisions for annual leave and executive performance
payments. These entitiements are recognised in the Statement of Finandial Performance,
on the basis of calculations of actual entflement based on contracts, as they fall due and
orovided for In the Statement of Finandlal Position at estimated cost.
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) Comparatives
Certain comparatives with the 2006 Annual Report have been reclassified to conform with

resentation of the 2007 report.

o) Changss in Accounting Folicles
Thare ware no changes In accounting pelicles in the financial year under review, and all

noliges have been anplied on bases consistent with the prior year.

ni International Financial Reporting Standards

The ARTNL Group will adopt the New Zealand equivalents to the International Financial
Reporiing Standards from 1 July 2007
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AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP

STATEMENT OF FINANCIAL PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2007

P P S T

Mote Parent Group
2007 2006 2007 20086
4000 000 %000 £000
e fron: g acivitie

Rewvanuig fron operating acivities 859 1,640 5,585 9,451
Expencines on oparsting activitles H {1,268} {1,721 (7,850) (8,773}
Surplus J{Defici) before Interest,
Depreclation, Grants, Write-off of Assels,
Investments and Scubsidiaries and Tax

(409 {B1) 735 678
Depreciation 1 {16) {20) {175) (3,522)
Interest Expense i o) (6} () (&)
Interest Income i 268 131 364 215
Granis for Capital Projects 10,518 25,349 16,518 45,349
Write down of Investrent in Subsidlary 1 (7,500) (61,528) - .
Wite-off of Asset 1 - - {10,706)  (63,762)
Surplus/ (Deflclt) before Tax 2,554 {36,555) 729 {39,048)
Lass Tax Experse 2 (2) - (2) {40}
Net Surpius/ (Deficit) after Tax 2,556 {36,555} t 731 (35,008)
AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP
STATEMENT OF MOVEMENTS IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2007

Nota farent Group

2007 2006 2007 2006

%000 $000 sHG0o £0600
Met Surplus/ (Defidt) and Total Recognised 3 2,556 {36,555} 731 {35,008)
Revenue and Expanses for year
Totaf contributions from ovwners - {182} - (182)
Movemants in eqikby 2,556 {36,737) 731 {35,190
Equity at beginning of year 7,647 44,384 5,026 44,216
Equlty at end of year 10,203 7,647 5,757 5,026
This [s reprasented by:
Share Canits! 3 4,818 4,818 4 818 4,818
Feipined Bermings 3 5,385 2,829 938 208

10,203 7,647 5,757 5,026

The soronperying acounting polides sng notes foom part of these fipancial statements,




AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP
STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2007

Diots Patant Sronip

2007 zZDue 2007 2006
000 $000 $000 £000

Eouity

Share Capitsd 3 A 4,818 4,818 4,818 4,818

Rebalned Sarnings 3 7/ 5,385 2,829 935 208

Total Equity ' S 710,208 7,647 5,757 5,026

REPRESENTED 8Y: :

ASSETS ‘a\

Current Assels 4

Cash and Bank Balances 4 4,104 3,646 « 5,343 4,932

Prepayments & Recelvables & - 5,716 4,014 2,349 2,224

Income Tax Hefund 2 105 58 113 58
LW Investments in Subsldiaties 5 562 206 Coo -
" " Fised Assets 7 59 74 . 1,822 1,779

Toial current assels 10,546 7,598 8,627 8,993

LIABILITIES

Current [abiliijes

Payables and Accruals 8 343 351 3,870 3,967

Deferred Tox Lipbility 2 - - - -

Total currant Habllittes 343 351 3,870 3,567

NET ASSETS 10,203 7,647 5,757 5,026

The accompanying accounting policies and nofes form part of these financial statements.

WJ -

rector
24 Octobar 2007




AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP
STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2007

Note Parent Group
n07 2006 2007 2506
sbog E201 ] $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Lash svas provided foms
Opevating Incoms a6z 1,731 9,106 5,278
Interest recived 243 1331 339 220
1,125 1,862 3,445 9,458
Lash was applied fo:
SuppHers and empiyess {1,99%) (2,349 (7,93 (794
Taxation pakt {45} 76) {45} (26)
G5T refund/{pard) (45) {10} 304 (873
(2,089)  (2,380) (7.673) (7,557
Net cash inflow/ (outflow) from operating .
achvities 14 (964) (518) 1,772 1,941
E“'{. CASH FLOWS FROM INVESTING ACTIVITIES
(isposal of fixed assets - - 5 -
Cash was appled o}
purchase of fixed assels (1) 1) (10,045) (26,002}
Repayment of term loan - - - -
Investment In subsidiaries (8,156)  (22,420) - -
Met cesh (cutflow) from invesiing activities {(B,157y (22,421} (1C,540)  (26,092)
CASH FLOWS FROM FINANCING ACTIVITIES
Cash was proviged from:
Grants 9,575 24,702 - 4,579 24,752
9,57% 24,792 5,575 24,792
Cash was applied to:
Share Capital repurchase - {182) - (182}
- {182) - (182
Net cash inflow {outflow} from financing
activities 9,579 24,610 9,579 24,610
v Net (decrease)/increase in cash held B8 187 411 455
Add npening cash balsnce 3,646 1,975 4,932 4,473
Cash at epd of petiod 4,104 3,646 5,343 4,932
Represented by:
Cash en hand and at bank 4,104 3,646 5,343 4932
4,104 3,646 5,343 4,932

The accompanying acoourting polides and notes form part of these financial statements.




AUCKLAND REGIONAL TRANSPORT NETWORK LIMITED AND GROUP

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007

Nete § @ Net Surpluy
Rt surphus for the year ncdudes the Rollowlng:

After charging
Audit fees
Current year
thder provision In prior year
Birectors fess and expenses
Beprecistion
Leased Assats
" Fumitine and Fittings
IT and Computer Software
teagehold Improvements
Plant
Wharf Supports
Statlong
Canoples
Bulldings

Interest expense

Opergting lease costs

Bad debts written off/ (Recovered}

Changes in the provision for doubtful debts

Write down of investment in subsidiaries to net book value to
reflect the reduction in value from e transfer refarred to in Note

15
Artnl Metro Limited
Artal Habour Berths Uimited

Write off of Assels :
Bulldings
Fibre Optic Cable
Foothwidge
Furriture, Fiitings & Equipment
What! Suipposts
Canoples
wand

After crediting
Interes epme

Parent Group
2007 2006 2007 2006
£000 $000 $000  $00D

30 77 &5 58

114 139 114 139
- - 2 43

M 10 38 79
5 9 6 12

- - 128 106

i 1 1 4

- . - 105

- - - 814

- - - 43

- - - 316
i6 20 175 1,522
7 53 7 6
76 75 122 75
- - 2 3

- . 20 20

- 33,990 - -
7,800 27,938 ~ -
7800 61,928 - -
9,308 37,046

£93 9,352

4 2,496

104 967

597 8,208

- €19

- 4,473

10,706 63,762

268 131 364 215



Parent Group
2007 2006 2007 2006
5000 $000 3000 3000
Mole 2 ) Taxplion
Operating surpiug before Gy 4,554  (35,555) 729 (33,048)
Frime ftle Inroee tex 842 {12,068) 2480 {12,886)
ﬁ Addf{subtract} oy effect of permanent differonpes: 12,084 - 12,222
Non essexssble orants (3,471} - (3,473 -
Write down of Investment In Subsidhary 2,574 - - -
IE Non deductitie write off of gsset - - 3,533 -
interesy
Prior Year Adjustment {1} - {1} -
rg Tax losses not recognisad (16) 624
) Deferred tex asset write off 54 (303) -
Income tax expense (2) - (2 {40)
,‘. The tax expense/{benefit) is represented by:
Cument tax - - - -
Current tax - Prior Year 2 - (& -
i Defarred tax liabilty . - - -
i {2) - {2 =
Deferred Tax Liability/ (Asset)
Cpening deferred tax balanca - {55) - a0
Frior Year Adjustment - 13 - -
Movement - 42 - {40}
Tax effect of accumuiated tax lossas not recognised (59 {24) 615 (889)

No deferred tax has been recognised due to the proposed transfer of assets to Auckiand Regional Transport
Authority under section 30 of the Local Government (Auckland) Amendment Act 2004

Accumutated tax osses of $194,800 tax effect $64,000, are available to carry forward and offset against future

tax incoma.
’ Accumulated tax losses for the Group of $1,863,000, tax effect $615,000, are aveilable (o carry farward and

offsat against fubure taxable income.
Emputation Credit Acount
Baianee at the beginning of the vese 57 3% 107 43
Prior Year Adjustment - - )] -
Incoma tax payments during the year
Residant withhiolding tax 47 L3t 51 &0
Toxztiv:s (miundifpaid - - -
Iraputalion craghc - - il 5

Imgutation credits saif by IRD

Balenca 8t ond of yvear 144 97 167 i07

Al batance date the bnpuiation cradios avaiishls o shurehoiders were:
Threugh divect shareholding in the Compary 144 97 167 w7




g
|
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fctico it

Parent Group
2007 2006 2007 2006
4000 $000 3’000 $'000

fote 3 Egully

&) Share Capliel ﬁ PRy

T
Shares tsued snd balance 24 20 30 Juhe f:i,BIB) 4,818 4,818 4,818
The totai nurmber of shares in issus at 30 June 2007 wag 1,376,515} {2006: 1,3756,515) All shares camy equal voting
vights and the right o share in any surpfus on winding up mpeny. The shares do not carry any fixed dividend
rights.

b} Retalned Eamings

Accumuiated net surplus at beginning of year 2,829 39,384 " 208 39,218

Net surplus/ {deficit) for the year 2,556 {36,555 - 731 {39,010}
Accumulated net surplus at end of yesr 5,385 2,829 - 939 208

Note 4 : Cash and Bank Balances

Cash at Bank 4,104 3,646 5,343 4,932
Totat Cash and Bank Balances 4,104 3,646 5,343 4,932

The Companys cash st bank receives the same inferest rate as the money market short term deposit rate, The
weighted average effective interest rate was 6.98% (200€: 6.55%)

The Company has a $3,600,000 credit facility with the Commonwealth Bank.

.22 - Z
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Parent Group
2007 2006 2007 2006
$000 5000 $000 3000
Mote § © Prepayments and Receivables
“Frade Debtors 1,604 667 2,123 1,746
Prepayments and Acsruzls 48 4qQ 226 478
Amount owing from Subsidiadies Deferth ante 0D 4,064 3,307 - -
5,716 4,014 2,349 2,224
Note 7 : Fixed Assats
Furniture end Fittings 28 98 159 108
Less zeeumuiated depreciation {48) {37} T {53 {38)
52 61 - 90 70
IT and Computer Software &4 64 77 64
Less accumidated depreciation {58} {52} {58) {52}
& 12 18 12
Plant B 3 & 136
Less accumufated depradiation (5) (4) (5) {4)
i 1 1 132
teasehold Improvements - - 2,031 1,785
Less accumutated depreciation - - {365) (2607
- - -1,666 1,525
Buildings - - 50 41
Less accumulated depreciation - - (%) {1)
- - y 46 40 .
Total Fixed assets 58 74 1,822 1,779
Note B ; Payables and Accruais
Trade Creditors 55 139 1,458 1,693
Trade Accrusls 194 176 2,317 1,636
Provision for Employee Srtiiements
Balance at beghming of year 36 57 36 g9
Provided during the year 97 74 g6 74
Utilisation during the year {39} (85} {3%) (137}
Baiance st gr:d of yaar 94 36 83 35
Shareholder advances on worksiveams - - 2 2
343 351 3,870 3,367




Parent Group
2007 2006 2007 2006
$000 $000 5000 $S000
Nots © ; Related Party Transactions
2) intergroup tronsactions and balancss
Inchuted In Prepayments ant Rocefvalins e the foliowing amounts owing oo
Aurkiand Cliy Councht - 37 - 37
Manukeu Chy Counc - 237 - 235
ARTNL Britomart Umnited 4,064 3,306 - -
' 4,064 3,580 - 276
Inciuded In Pavables and Acovusis pre the flowing emounts owing to:
Auckland City Council g 11 9 441
Melro Water Limited - - 8 5
9 i1 17 446
b} Related party transactions
Services were provided o the foflowing related parties:
Aucidand City Coundl 306 164 306 198
Manulkay City Council - 244 2 251
Waitakere City Countil - - - i8
ARTNL Britormart Limited 1,479 1,096 - -
ARTHNL Metro Limited 448 825 - -
ARTHNI. Harbour Berths Limited 499 623 - .
. 2,732 2,552 308 467
Servicas wore provided by the foliowing refated pariiss:
Auckland City Councll 820 144 836 614
City Park Services 1 2 1 2
Manukau City Coundl! - - 145 -
Metro Water Limited - - B4 61
821 146 1,126 677

¢) Key management and directors

No directors or senior managers heve entered into related party transactions with the group. [2006: 3,250)

No refated party {rensedions have been written off or forgiven during the yaar (2006 $NIT).




Motz 10 : Commitments
Capitat

Fire Cptic Cabia Instefistion

Rait Statien Uporades Group 2

Stage I Dauble Tracking (Sttions)
Stelivns improvemenis - Rall
Station Improvements ~ PA System
Statlen security and Communicetions

Totai

Lanses

Antiipated payments vnder non-canceliabie aperating leases:

Current

Ona to twe years
Two to five years
Total

Lease of Britomart Transport Cantre

Parent Group
2007 2006 2007 2006
3000 £000 $000 $0600
- 155 850
. - iig 7492
- - - 92
. - 18
- - 274 8,452
75 75
75 - 75

ARTNL Britomart Limited is party to & Heads of Agreement with Auckland City Council. Under these
agreements Auckland City Coundl leases the Britomart Transport Centre to ARTNL Britomart
Limited for 100 years, with ARTNL Britomart Limited being responsible for the operational,
maintenance and asset renewal requirements for the Centre.

ARTNL Britomart Limited manages the bus precinct with Auckland City Council retalning its usual
responsibility for the management of the street network, However, as the issue of funding for asset
renewals had not been agreed by the Reglon when the lease was executed, a trigger clause was
included whereby either party can terminate the lease on one months notice after 31 December
2003 if asset renewal funding is not resolved. This matter remains unresolved and is being kept

under review. No change in status has been advised by either party.

Rent commitment: No rent is payabile for the first four years of the lease. Thereafter the annua!
rent is equivaient o the asset renewal funding requirement.,
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Nate 11 : Contingent Assels

ARTNL was granted funds by Infrashruciure Aucidand, which are now being administered by ARTA toward the
compietion of certaln groiects. ARTNL & sublest to 2 aumber of condiions pricr to being eligible to draw down the
grants. The oondicns to be slisfied ars:

Project Name Congiltenz Total Grant Amounts Amount
Awarded drawndown pulstanding
$000 $000 $000

Reglons) Farry Terming o Prodf of completion of work 2t 30,350 29,048 1,302
sizte of draw down of funds
arantes

Group E Ralway Stadons »  Prigr to deaw down of agreed 25,548 23,201 2,344

trancies of the grant, proof of .
solvency signed by the directors
of ARTNL or of any subsidiary
that is undertaidng the pruject is
to be pravided

»  Proof of completion of work at
date of draw down of funds
granted

Phasa COne Rall Corrldor Upgrades = Agreement and sign off by 16,630 16,289 341
[Part 1) ARTHL and the Auckiand
Regional Coundl ko an Interim
Business Plan for the delivery of
interim rait senvices within the
Auckiand regian
»  Crown providing access to the
rall corridar of the Aucikland
region
= Provision of a commitment to
the renewal of the assets
constructeg
»  Proof of completion of work at
date of draw down of funds
granter

TOTAL CONTINGENT ASSETS : 72,525 68,538 3,887

1Lis expected that all conditions will be met within the next financial year (except for the Group 1
Rallway Stations, which are expected to be completed in 2008) and that the work on the above
projects will be completed and paid for by the grants provided,

Note 12 : Contingent Liability

ARTNL Matro Limited has an equity deficit of $5.018M as at 30 June 2007, (2006: deficit
$2.901M), The considered view of the Directors of ARTNL Metro Limited is that, after making due
enquiry there is a reasonable expectation that the company and group has adequate resources to
continue operations &t existing levels for the next 12 months from the date of the financial
statements

T shareholders have undertaken o provide financial assistance to the corpany, if necessary, to
ensure that the company and group will meet its debts as they fall due. ARTNL will guarantee all
ARTNL Metro payables and other debt.

Ve




Note 13 ! Fair Value of Financial Instruments

The falr vaive of financial instruments held as short-term deposits are approximated by the
carrving amount disclosed in the Statement of Financial Position.

Interest rate risk

Interest rate risk is the risk thet the value of a financlal instrument will fluctuate due to changes In
market intersst rates, This could sarticulerly impact on the return on investments.

ARTNL end the group does not consider there is any significant exposure to interest rate risk on
thelr investments and borrowings. Interest rates on Investments and borrowings are disclosad in
note 4 and 14 respactively.

There are no interest rate option or swap agreements in place as at 30 June 2007 (2006: Nif).

Currency risk

Currency risk Is the risk that the vaiue of a financlal instrument will fluctuate due to changes in
foreign exchange rates.

ARTNL and the group have no exposure o currency risk.

Credit risk

Credit risk is the risk that a third party will default on its obligation to ARTNL and the group,
resuiting in a loss to the Companies.

Financial instruments which potentially subject the Companies to risk consist principally of bank
balances, short-term money market deposits and trade receivables.

ARTNL and group manages its exposure to credit risk. The companies invest in financial
institutions with high quality ratings and limiting the amount of funds placed with any one financial
institution at any one time,

- 28 - %




Note 14 : Reconciliation of Net Surpius to Net Operating Cash Flows

Parent Group
2007 2006 2007 2006
$000 $000 $000 3000
Net Surplus (Deficlt) affer Tax 2,556 {36,555} 731 {35,008}
Lash fows derfred FONm Bost-ppsraling sctiviies snd
ichuted in Surphis? Deflckt
Grants (10,518} {24,792} {10,518} {24,792)
Hems not imeolving cash fows
Depreciation 16 20 175 1,522
Write down investment in subsldiaries 7,800 61,928 -
Loss on disposal of fixed assets - -
Write-off of assets - 10,706 63,762
Mavement in deferred taxation - {40}
Impact of changes in working capita!
(Decrease)/increase in accounts payable (12) 131 984 2,164
{Increase)/decrease in accounts recelvable {B086) {1,250) (306) {(1,667)
Net cash flow from operating activities {964) (518) 1,772 1,941

Note 15 : Post Balance Date Events
Subsequent to year end, the shareholders of ARTNL finalised a transfer agreement relating to the

assets and businesses of two of its subsidiaries, AHBL and AML. The agreement also provides for
negotiations {in a separate transfer agreement) in respect of the transfer of the Britomart, rail
station and the terms of the Britomart Rall Station Lease from the ACC to the ARC.

Execution of the transfer agreement in its present form will result in the transfer {for no
consideration) to the ARC (or its nominee), the ACC and the MCC of substantially all of the assets
(including Kabilities and obligations relating to these assets from the date of transfer) of AHBL and

AML,

Upon the transfer of assets, the transfer agreement stipulates that the ARTNL shareholders shali
pracure the liquidation of AHBL and AML and  &s soon as possible, unless any of the companies

" are required to remaln In existence for the purposes of performing onaoing obligations in terms of

the agreement.,

The transfer agreement was signed on 3 July 2007 for seftlement to take pace on 1 October 2007.
In anticipation of setilement, the Board has considered it prudent to write down certain assets of
AHBL and AML to reflect the fact that the transfer will be for no consideration. ARTNL's
investments in AHBL and AML have been written down accordingly.

The finandal statements of ARTNL and group have been prepared on the basis that the entity and
group sre a golng concern. The Directors have reviewed budgets, projected cash flows and other
relevant material end on the basls of this revlew are confident that the entity and the group has
adequate resources to continue in operational existence for the foreseeable future.




Note 16: Breach of Law
Note 16.1: Annual reporting deadlines

Section 57 of the Local Government Act 2007 requires the Board to deliver to the shareholders,

and make avaliable to the public, its annual report within 3 months of the balance date. This
requirement was nof compiled with, This requirement was not complied with due to the uncertainty
of the date of transfer of assets to ARTA and the accepted accounting treatment to be followed
refating to the assets to be transferred.

RNote 186.2: Statement of Intent

Section 64 of the Local Government Act 2002 requires the company and group to prepare a
Statement of Intent. The company and group did not prepare a Statement of Intent for the period
1 July 2006 to 30 June 2007 due to the uncertainty surrounding the company and group’s ongoing
operatlons. It was originally anticipated that the disestablishment of the company and group
would be completed prior to the required dates to prepare and adopt the Statements of Intent
covering the period 1 July 2006 to 30 June 2007, The consequence is that the Statement of Service
Performance cannot be prepared for the current year,

During the financlal year the company and group has prepared and adopted a Staternent of Intent
covering the period 1 July 2007 to 30 June 2010,
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The Auckland Regional Transport Network Limited

Group

STATEMENT OF INTENT
FOR THE THREE YEAR PERIOD 1 JULY 2008 TO 30 JUNE 2011

1. INTROGUCTION

As required by the Local Government Act, this decument is a statement to the Sharehoiders of the
Board's intentions for the next 3 years in reiation to Auckland Regional Transport Network Limited
{ARTNL) and its subsidiaries {the Group). Subject to the following paragraph, this Statement of
intent will be reviewad and updated annually.

The Sharsholders established ARTNL on 2 July 2001 as part of their joint commitment o
impraving public passenger transport in the Auckland region. The Group comprises ARTNL and
its 100% owned subsidiaries ARTNL Harbour Berths Limited ("AHBL™). ARTNL Metro Limited
(*AML") and ARTHNL Britomart Limited ("ABL"}.

Pursuant to a Transfer Agreement relating to the assets and businesses of AHBL and AML the
assets and businesses of AHBL and AML were transferred to the Auckland Regional Transport
Authority ("ARTA") on 1 Qctober 20067,

It is recognised that the operation of the Group will continue to be impacted by the non binding
Outline Agreement which pravides for the reorganisation of the ownership and control of the ABL
assets and business. While the precise defalis of some aspects of this reorganisation are yet to be
finalised, it is fikely that ABL's assets and associated obligations will be fransferred to ARTA by
asset transfer, and the Group companies will then be wound up by way of voluntary liquidation.
Accordingly, this Statement of Intent is subject o the ongoing reorganisation of the Group and it is
possibie that many of the forecast activities of the Group detaiied in this Statement of Intent wilf
only be undertaken for a limited period. The focus of the Group will be on ensuring continuity of
-operations and on an orderly transition of the ABL. assets and operations to ARTA followed by a
managed liguidation of the Group.

This Staternent of Intent has been developed between ARTNL and its Shareholders on the basis
that the Group may hold, manage and operate rail tfransport assets. The Statement of Intent is a
public document, which sets ot the accountability relationship between the Sharehoiders and
ARTNL. It identifies the agreed objectives and performance targets for the Group against which
the Board reporis on the Group's performance to the Shareholders during the year and uitimately
to the public through its audited Annua! Report.

2. NATURE, SCOPE AND GOVERNANCE OF THE GROUP
2.1 Business purpose

Vision Statement
World class passenger franspori for 8 wortd ¢iass region,

22 Nature and Scope of Activities to be undertaken by the Group

Scope of Activities

The remaining assets of the Group {baing the assels of ABL) are likely to be transferred under an

asset fransfer agreement to ARTA and the Group companies subsequently wound up by way of

voluntary Hauidation. Accordingly, the obieciivaes and activities of the Group during the term of

this Slatement of Intent will include:

s Managing the assets of the Group and ensuring continuity of operations until completion of the
reorganisation;

» cooperating with and assisiing the Sharehoiders to implement the Outline Agreement or any
othier proposat for reargenisation or disposition of the assets of the Group. This may include

ALGK_DOCSWBASE 13w Page S of 11




entering info transactions necessary to dispose of the Group’s assets as contemplated by the
Qutline Agreement;

» cooperating with and assisting the Sharehoiders, ARC and ARTA with the orderly fransition of
management of the ARTNL Group io ARTA;
cooperating with the Sharehoiders in any voluntary liquidation of the Group; and
Performing services as may be confracted from time to time, from Shareholders or other
BOLCES.

The Statement of intent includes funclions that may devolve from a result of future changes and
the ongoing recrganisation of the Group.

2.3 Governange of the Group

it is acknowiedged thal the responsibiiities and duties of the Board as set out below will be
impacted by the ongoing reorganisation of the Group as contemplated by the Outline Agreement
or any other proposal for reorganisation or disposition of the remaining assets of the Group. The
intended reorganisation may necessitate ARTNL. board approval of formal and/or informal
relationships between the respective boards of ARTNL and ARTA which may be deemed
necessary by the ARTNL board to assist the Shareholders to achieve a well managed transition of
the operational management of the Group from the ARTNL Group to ARTA.

The business and affairs of each company making up the Group are governed under the direction
of the Board of Directors in accordance with this Statement of Intent. Certain decisions of ARTNL
and its subsidiaries require approvai of the Shareholders as set out in the Constitution. Each
company int the Group shall be operated on an independent and transparent basis.

The Board meets at least monthly to make decisions concerning the Group.

3. OB.JECTIVES AND PERFORMANCE

The Local Government Act 2002 requires that the principal objective of the Group as a council-
confrolled organisation is to:

(a) Achieve the objectives of its sharehoiders, both commercial and non-commercial (as set out in
this Statement of Intent)

{b)Be a good employer

(c) Exhibit a sense of social and environmental responsibility by having regard to the interests of
the community and by endeavouring to accommodate or encourage these when able to do so

{d} Conduct #s affairs In accordance with sound business practice.

ARTNL considers the application of ‘sound business practice’ will best enable it to deliver and
exceed its performance obiectives, in a way that best supports the Auckland region’s
passenger transport strategies.

frr acoordance with its constitution, the Group aims to operate:

» Ina manner which contribiites to and gives effect to the Auckiand Regional Growth Strategy
and the Regional Land Transport Strategy

e in & manner which is aconomically, socially, and environmentally responsible

e For the long-term benafjt of the Sharehoiders and citizens and ratepayers of the Auckland
regiosn.

AUCK DOCSEES613w" Pape 4 of 11



in carrying out the above the Group will take into account the principles of Local Government triple
bottom fine requirements. This means the Group can achieve balanced social, economic and
envircnmental suicemes including prudent fiscal responsibility and stewardship.,

Subigct 1o the impact of any reorganisation pursuant to the Qutline Agreement, the following table
oresents the Group's oblectives and performance measures and targets for the next 3 financial
years in reialion to the objectives of the Group. Each performance measure contributes to g triple
hoitom iins ouicome and is represernted by a supporting activity:

A CY_DOCSBaSE T Fw Pzge Sof 11
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4. OTHER INFORMATION REQUIRED B8Y THE LOCAL GOVERNMENT ACT 2002

4.1 Shareholders Funds

ARTNL has raised capital from Sharehoiders of $4.8 miltion {paid in full) and $19.3 million
{uncatied) to support the Grougs activities through to 2009, on the assumption that external
funding will e maximised.

Subject io the ongoing reorganisation of the Group the Group’s main source of revenue will be
from access fees, operational activities and other related sources. The Group may incur debt,
where it is commercially appropriate 0 do so in the context of the ongoing reorganisation of the
Group pursuant lo the Qutline Agreement.

The target ratio of Consolidated Sharehoiders Funds to Totel Assets for the Group shall be not less
than:

2008/09 2009710 2010/11

Shareholders Funds to Tofal Assets 20% 20% 80%

Nate

Consolidated Sharehoiders funds are defined s Issued and Paid Up Capital plus Revaluation Reserve and Retained Earnings.
Total Assets ara defined as Net book value of Current Assets, Investments and Fixed Assels as disclosed in the Group's
Cansalidated Statement of Financial Position,

provided that this target ratio may be impacted by and adjusted as a resuit of the ongoing
recrganisation of the Group pursuant to the Outline Agreement.

lssued and Paid Up Capital at 1 March 2008 was ${4,817,802].

4.2 Accounting Policies

The Local Government Act 2002 and the Financial Reporting Act 1893 require the Board to
prepare financial statements that comply with the Companies Act and Financial Reporting Act. The
{.ocal Government Act 2002 also requires the Board to report the performance targets and other
measures by which the performance of the Group can be judged in refation to i{s objectives.

The financial statements of the Group will be prepared on a historical cost basis using the going
concern assumption and will comply with the Financiai Reporting Standards and Generally
Accepted Accounting Principles.

The Group adopted the New Zealand equivalents to the International Financial Repariing
Standards from 1 July 2007.

4.3 Auditor's Responsibilities

Section 70 of the Local Government Agt 2002 requires the Office of the Contralier and Auditor-
Genera! to audit the financial statements and performance information presented by the Board and
to express an independent opinion on the financial statements and the performance information
and report its opinion to Shareholders.

4.4 Application of Surplus Funds
The abilily to make distributions is restricted by the constitutions of the Group.

4.5 Reports to Shareholders
The Board will report reguiarty to the Sharehoiders as follows:

Annual Statement of Intent - ARTNL will pravide a draft and final Statement of Intent {SOI) for
the Group in accordance with the time frames in the Local Government Act 2002.

Quarterly Management Reports - Management reports for the Group will be provided within one
month at the end of September, December, March and June quarters, including:

The unaudiied Consolidaled Statemen of Financial Position as at the end of the preceding
quarter, and the Consalidated Statemeni of Financial Performance, Consolidated Statement of
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Cash Fiows and a Consolidated Capital Expenditure Summary for the year to date and the
preceding quarter. These statements will include comparative budget data and variances.

The statitory obligation 1o provide Sharcholders with a haif-year report and annual report on
operations will be met by the management report for the December and June quarters
resnectively,

GQuarterly Briefing Meefings - The Group will meet the requirements of the Local Government
Act, the Comnanies Act and the reasonable reguirements of the Sharehoiders.

4.8 Procedure for Acquisition of Shares
in accordance with the consiifution, ARTNL and its subsidiaries may acquire their own shares.

4.7 Events Requiring Sharehoider Approval

The following events require Sharehoider approval, prior to being carried out by ARTNL or any of

its subsidiaries:

+  Final adoption of each Statement of Intent and moedification of any Statement of intent;

»  Any sale, assignment or disposition of any part of the Auckland Region Transport Corridor
which is not contemplated by an indicative Asset Management Plan;

»  Any grant of a Security Interest over any part of the Auckland Region Transport Corridor
which is not contemplated by an Indicative Funding Plan;

*  Any issue of shares, convertible securities or options;

»  Any Major Transaction or Unanimous Consent Transaction;

»  Any Substantial Transaction {not being a Major Transaction or Unanimous Consent
Transaction).

4.8 Activities For Which The Group Seeks Compensation From Any Local

Authority

The Group may:

« lease strategic passenger transport assets to any of the local authorities in the Auckland region

» manage strategic passenger transport assets on behaif of any of the local authorities in the
Auckland region

49 Directors Estimate of Commercial Value

In order to facilitate the asset transfers, assets were written off {o nil value. The Directors’ estimate
of the book value of the Sharehoiders’ investment in ARTNL at 1 March 2008 was $[5.25million]
being the equity position after reafising ARTNL's assets and paying off all amounts due.

These figures are based on unaudited financial statements. The Directors have not requisitioned
an independent valuation of the Shareholders’ investment.

410 Disposal of Assets

The Group is required to obtain Sharsholders approval for:

« the sale of any asset if its value is greater than 25% of the vaiue of the relevant company's
assets hefore the sale.

« Agreement will be sought from North Shore City Councit where the assets owned by that
councll are affected by any disposal.

4.11  Other information:
The shareholding of ARTNL, as 22 1 March 20608 was as follows:

Shareholder Holding %
Aucldand City Councli 63.65%
Manukau City Coungil 22.17%
YWaitakere City Coungll 14.18%
Total _ 106.00%

The constitution aiso gliows for other local authorities in the Auckland region to become
shareholders.
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DIRECTORY

AUCKE AND REGIONAL TRANSFORT NETWORK LIMITED (Farent), ARTNL Harbour Berths
Limited {(z 100 % subsidiary}, ARTNL Metro Limited (a 100 % owned subsidiary) ARTNL
Britomart Limited {z 100 % subsigiany.

Registered Office
Level 2 Quaeens Arcade
34-48 Ciueen Sireet
Auckiand

Postal Address
Private Box 899
Shortland Sireet
Auckland 1030

Auditors
Audit New Zealand (on behalf of the Cantroller and Auditor-General).

ALCEK DOLSas361 Sy Page 11of 11




