


































Agenda Item 9   

Financial Results for the Seven Months 

Ended 31 January 2012 

Glossary  

Auckland Council (AC) 
Auckland Transport (AT) 
Electric Multiple Unit (EMU) 
Finance and Risk Committee (FRC) 
Foreign Exchange (FX)  
Funding Assistance Rate (FAR) 
KiwiRail Group (KRG) 
New Zealand Transport Authority (NZTA) 

Executive Summary 

This report updates the Board on progress with the financial reports and forecast.  It also 

covers a request from AC that AT meets the costs of the KiwiRail FX losses paid by AC 

as part of the EMU funding agreement with the Crown. 

Recommendation 

It is recommended that the Board: 

i) Agrees to meet the costs of the KiwiRail FX losses paid by Auckland Council 
 

ii) Notes that the Crown Grant of up to $90m will be paid to AT as a Grant. 
 

Forecast 

The Forecast includes a reduction to the NZTA subsidy to reflect a lower subsidy due to 

the FAR variance model adopted by the Board.  With the over-programming 

methodology adopted by AT for the first time in 2012, the FAR variance model and 

some uncertainty at the time the original estimates were completed, we have a range of 

changes which are impacting on the level of expected funding from NZTA.  We have 

identified some risk that the subsidy from NZTA will be significantly lower than expected.  

We are getting on top of the issue and now have significant clarity on the cause of the 

changes.  We have had preliminary discussion with NZTA and we are meeting with 

them to identify the issues and discuss potential solutions.  The CFO will update the 

meeting on the implications for the forecasts and any potential remediation AT will need 

to put in place. 

There are a number of minor issues in the forecast but the major change is the expected 

$6m reduction to the Parking revenue.  

Please refer Section 7 and 7a of the January 2012 Financial Results section for the full 

quarter two forecast details.  This forecast has not been incorporated into the January 

report as we do not roll forecast information into the Statements until it has been 

accepted by the Board. 
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Report Development 

Finance have added a sample activity statement to the report, and would welcome any 

feedback on the formats.  Staff are currently working to ensure that the alternate “view” 

of the organisation reconciles to other financial information.  We are also working on a 

report that reflects the organisational structure view of the financial information.  We 

have removed the statement of cash flows due to the reconciliation difficulties with the 

capital spend.  With a significant portion of AT spend being on capital the breakdown of 

our payables into operations and capital needs to be built into the report as a note.  The 

report will be included in the February month end report. 

KiwiRail Foreign Exchange Losses 

AC have written to AT to request that AT meet the costs of the KRG FX loss which was 

included in the Agreement for EMU's.  The level of the loss is $42m and for it to be paid 

by AT will require a Board resolution.  The matter was discussed by the FRC due to the 

potential impact on the 6 month financial information for the Auckland Council Group 

half year report. 

AC’s view is that it is a cost of the EMU agreement and should reflect in AT statements 

for the purposes of transparency.  This then raises the issue of which organisation will 

get the Government Grant which was also part of the agreement.  It was anticipated 

originally that the loss would be paid from the Government Grant, and the net funding 

then applied to the capital costs of the project.  When the agreement was completed the 

Grant was not included into cashflows until 2014/15, creating a gap between payment of 

the loss and receiving the revenue.  The FRC indicated that the principle adopted should 

be that the KRG FX costs be met by the organisation that receives the Grant.  The view 

also was that the Grant should be paid to AT and therefore the KRG FX should be paid 

by AT.   

We have been working with AC to ensure that there is adequate documentation in place 

to ensure that the Grant will be paid to AT.  The agreement is silent on whether the 

Crown will pay it to AC or AT. The CFO and the FRC Chair are seeking confirmation 

from AC that any Grant paid to AC will be paid to AT as a Grant.  The current letter from 

AC states that the net benefit of the Grant will go to the benefit of AT, but does not state 

that it will be paid as a Grant.  This potentially means that the Grant will be retained by 

AC and used to repay loans raised by the AC to fund the acquisition of EMU's.  While 

this is also what AT would do with the funds it does mean that AT would have the cost of 

the loss but not the revenue as a Grant. 

AC has been asked to provide assurance that the Grant will be paid to AT, and the 

Board will be updated on progress at the Board meeting. 

The expense will impact on the Profit and Loss Statement and will increase the loss by 

$42m.  The actual funding will come from a loan and will be repaid when the Grant is 

received.  It does not impact on the costs of the project simply on where costs are met 

within the total funding package.  Our analysis and modelling to date has included the 

cost but has offset it directly against the Grant, so the cost does not impact on our net 

expected position for the EMU and depot, which was a debt of $544m. 

 
WRITTEN and  
RECOMMENDED BY 

 
Dave Foster 
Chief Financial Officer 
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