Auckland Regional Transport Authority Annual Report for the 16 months
ended 31 October 2010

STATEMENT OF SERVICE PERFORMANCE

For the 16 months ended 31 October 2010

1 Performance Targets

The high level goals by which ARTA will measture the contribution of its own activities, and those of other agencies, to
implementing the Auckland Regional Land Transport Strategy are:

49% of motorised trips into the CBD by Passenger 32,747 PT trips 42.515PT trips

Transport 48% of motorised
trips 10 CBD
. 100 f}{fmon o boar;ji‘r"{és - an .Hu,mi T ,.58.6 m R o
///// VWZO,OOO fewer car trips each morning peak {hrough Travel 6492
Plans
6% decline in road casualties per 10,000 population, o~ 305 205
2922

" Note 1 Dependent upbn the PT Network Plan being fully funded

Note 2 Road casualty data is for the calendar years 2008 and 2009. 2008 data has been updated since the 2008/09 Annual
Report was published. 2009 data is provisional and may change during the course of 2010

" *This measture was not updated for the months from 1 July 2010 to 31 October 2010 as it is only available annually.
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11 Patronage targets

Total PT Total PT patronage 58,621,000 : 60,972,000 : 82,192,000 60,618,000 82,669,000
patronage | increases by 4%
growth
Made up of:
| Performance Measure
RTN Patronage growth on the 1,500,000 1,724,000 2,356,000 1,792,000 2,485,000
patronage - Northern Express busway
growth service
Patronage growth on the 2,709,000 2,858,000 4,044,000 2,933,000 4,106,000
Western Rail Line
Patronage growth on the 4,941,000 5,387,000 7,351,000 5,546,000 7,688,000
Southern & Eastern rail
lines
QTN & Patronage growth on all 42,482,000 43,966,000 | 59,128,000 43,303,000 -59,059,000
LCN other bus services
patronage : — - - : ; : .
growth Patronage growth on ferry 4,374,000 4,396,000 5,791,000 4,528,000 5,917,000
services
Targeted | Patronage growth on 2615000 2,641,000 3522000 2,516,000 3.414,000
services school bus services



1.2 Transport outcome measures

Lead
implementation of
the Auckland
Regional Land
Transport Strategy

Allocation of funds
through the Regional
Land Transport
Programme reflects
ARLTS allocations
(cumulative values
from 06/07)

30% of transport expenditure
is on new road construction

32% of transport expenditure 32.6% 32% 34.7%
is on road maintenance, traffic

management and road safety

34% of fransport expenditure 36.5% 34% 37.2%
is on passenger fransport

4% of transport expenditure is 2.9% 4% 3.2%

on Travel Demand
Management

*This measure was not updated for the months from 1 July 2010 to 31 October 2010 as it is only available annually.



1.3 Customer Service Targets

Cus rating % Stops | 83 91% 90% 91%
change in satisfaction scores | stops/stations and vehicles as | & Stations | Stops & Stops & Stops & Stops &
Passenger for Rapid and good, very good or excellentis : 94% Stations Stations Stations Stations
Transport Quality Transit improved despite major Vehicles 92% 95% 90% 96%
infrastructure that Networks (RTN construction works Vehicles | Vehicles Vehicles Vehicles
will enable aworld | and QTN)
class service stops/stations and
offering. vehicles
Deliver quality Overall Customer Maintain overall customer 84% Above 86% Above 87%
Passenger satisfaction scores | satisfaction above 80% 80% 80%

Transport services | for RTN, QTN and  "RTN satisfaction above 85% 85% | Above 86%  Above 87%

that meet Local Connector 85% 85%

Aucklanders' | Network (LCN). QTN satisfaction above 80% 83% Above 88% Above 88%

expectations, within | Total of Good, Very 80% 80%

available funding | good, or Excellent [ 6N catisfaction above 80% 87% | Above 83%  Above 85%
80% 80%

Customer rating of : Increase proportion of 70% 68% 70% 70% 1%

value for money of | customers who rate value for

travelling by money as good, very good or

passenger transport | excellent

in Auckland
Improve service RTN services arrive | Northern Busway services 98.6% 99% 99% 99% 99.6%
punctuality at all stations within | arrive at destination station

5 minutes of within 5 minutes of scheduled

scheduled time. time.

Western Line rail services 87.8% 85% 73.3%# 85% 84.9%
arrive at destination station -
within 5 minutes of scheduled
- time ) , , . ‘
Southern and Eastern Line rail 84.2% 85% 82.0% 85% 79.5%
services arrive at stations
within 5 minutes of scheduled
time
High frequency- Proportion of customers on. 99.6%
bus corridors offer - high frequency corridors adherence
a 15 minute or boarding services for which to 15
better service there was a wait of more ?;gléte
frequency 7am- than 15 minutes. way
7pm weekdays.
Improve Closure rates for Customer enquiries to 15,362 85% 14,259 90% 5,427
responsiveness customer MAXX and ARTA Enquiry cases resolved cases resolved cases
enquiries are resolved within received. within received. within received.
timeframes 84% timeframe 89% timeframe 78%
closed closed closed
within 10 within 10 within 10
days days days

# The Westem Rail Line suffered from severe distruption during the 12 months to June 2010 due fo the construction works required to
complete the double tracking of the Westemn Line

Note: Customer services targets were set separately for 12 month ending 30 June 2010 and 4 month ending 31 October 2010
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1.4 Cost Effectiveness Target

Enhance efficiency by Cost per Rail ~ less than $ 4.82 $4.46 $5.87 $4.89 $5.40 $4.33
directing resources to passenger per passenger
ﬁg;ﬁg; S and Bus ~ less than $ 2.12 $200 | $206 | $187  $203 | $172
by rationalising local per passenger
bus services using the Ferry — less than $1.39 $1.13 $1.37 $1.20 $1.37 $1.40
pinfiﬁBS set out in the per passenger
PT Network Plan.
Change Aucklanders' Reduction in car 12,600 fewer car trips in 5,010 5,700 7,205 7,205%
travel behaviour by trips to morning peak by 2014 =
developing, promoting . TravelWise 5,000 by 08/09.
and marketing schools Measured via surveys of
attractive transport TravelWise schools in
options. Term 4.
Reduction in 3,500 fewer car trips each 1,482 2,000 2,414 2,414*
morning peak car | moming peak by 2016.
trips to Target is 1,400 by 08/09.
TravelWise Measured by repeat
workplaces/ surveys.
tertiary
institutions

*This measure was not updated for the months from 1 July 2010 to 31 October 2010 as it is only available annually.



1.5 Targets for delivery of ARTA’s work programme

Capital  projects 77.7% 64.0% 64.0% *

implemented to: Funding Agreement are progressed fto | (Al projects) (All projects) . (All projects)

schedule and on: schedule and within agreed budgets 84.3%

budget (Controliable 87% 87%*
projects) (Controliable | (Controllable

projects) projects)

Service Service improvements included in the i Partly Achieved Partly Achieved

improvements Funding Agreement, are delivered within | Achieved. Achieved.

implemented to | agreed budgets See detailed

schedule and on ;er%(;r:aﬁ?me of

budget Action

Other  significant | Other projects included in the Funding ;| Partly Achieved Partly Achieved

projects Agreement are progressed to schedule within | Achieved. Achieved.

implemented ~ to | agreed budgets See detailed

schedule and on Eer%(;rrtaﬁ?me o

budget Action

Complete the purchase of interim diesel rolling stock to meet patronage | Refurbishment of SA 23 will be | October 2010
demand until the arrival of electric trains complete in September 2010

Complete Néw Lynn Station (part o'f‘a major project with fudding from | New Lynn Station will open | October 2010
ARC, NZTA, KiwiRail and Waitakere City Council) September 2010

Upgrade Kingsland station and improve connections to Eden Park (part | Kingsland Station will be | August 2010
of a major project with Auckland City and NZTA) completed July 2010

*This measure was not updated for the months from 1 July 2010 to 31 October 2010 as it is only available annually.

VY



1.6 Governance Measures

Build a customer
focused
organisation with
excellent
leadership
practices,
effective
teamwork and
good processes.

Achieved

Administration costs | Administration costs in Achieved Achieved
managed to budget any financial year do not
exceed the amount
approved by the ARC.
Adherence to capital | Costs in any financial | NotAchieved | Achieved Achieved
and operational ;| year do not exceed the
funding limits amounts approved by
the ARC.
Accounting policies 100% compliance as Achieved Achieved Achieved
are consistent with measured by Audit NZ
the ARC Group and annual audit.
all legal and audit
requirements are
met.
Policies, procedures 100% compliance as Achieved Achieved Achieved

and processes
consistent with New
Zealand Transport
Agency's
requirements.

measured by New
Zealand Transport
Agency annual audit.




AUCKLAND REGIONAL TRANSPORT AUTHORITY
STATEMENT OF RESPONSIBILITY
FOR 16 MONTHS ENDED 31 OCTOBER 2010

Auckland Transport, as the receiving entity of the Auckland Regional Transport Authority, is
responsible for the completion of the financial statements for the period ended 31 October

2010, and the judgements used in preparing them.

Auckland Transport confirms that the Auckland Regional Transport Authority established

and maintained a system of internal control designed to provide reasonable assurance as to

the integrity and reliability of financial reporting.

In the opinion of Auckland Transport, Auckland Regional Transport Authority’s annual
financial statements for the 16 month period ended 31 October 2010, fairly reflect the

financial performance, financial position, and service performance of the Auckland Regional

Transport Authority.

Signed on behalf of Auckland Transport by:

-
\‘/{;\t\:j’ -

Title: ¢\ our W‘,A Title: hpecTni

Date: (/2 /, Date: /(;/ﬁ/f/



AUCKLAND REGIONAL TRANSPORT AUTHORITY

STATEMENT OF ACCOUNTING POLICIES
For the 16 months ended 31 October 2010
Reporting Entity

The Auckland Regional Transport Authority (ARTA) was established on 1 bJuly 2004 by the Local
Government (Auckland) Amendment Act 2004. His a body corporate with perpetual succession.

It is also a Council Confrolled Organisation as defined by the Local Government Act 2002. The
Local Government (Auckland) Amendment Act 2004 defines the Auckland Regional Council {ARC)
is fo be treated as the sole shareholder of ARTA.

The financial statements are for the 16 months ended 31 October 2010. These financial statements
will be presented fo the Auckland Transport Board for adoption and will be supported by a letter of
Representation from the ARTA Board to the Auckiand Transport Board. The financial statements
were adopted on 16t February 2011.

Basis of Preparation

These financial statements have been prepared in accordance with section 69(2) of the Locadl
Government Act 2002, which requires the financial statements to comply with generally accepted
accounting practice (NZ GAAP).

These financial statements have been prepared in accordance with NZ GAAP. They comply with
New Zealand equivalents fo International Financial Reporting Standards (NZ IFRS), and other
applicable Financial Reporting Standards, as appropriate for public benefit entities.

ARTA is designated a Pubiic Benefit Enfity for the purposes of NZ IFRS on the basis that the primary
objective of ARTA is to provide goods or services for the community or social benefit rather than
making a financial retum.

Going Concern assumption

The Local Government (Tamaki Makaurau Reorganisation) Act 2009 that was enacted on 23 May
2009 provides for the dissolution of ARTA and all local authorities in the Auckland region on 31
Qctober 2010. Note 17 and 23 provides further details. As a consequence of the dissolution of
ARTA, the group shucture in its current form will also cease o exist. Accordingly the financial
statements have been prepared on a dissolution basis. However for reason outlined in Note 23, no
significant adjustments have been made to the financial statements because of the dissolution
basis of preparation, other than termination payments disclosed in Note 17.

Changes in Accounting Policy

The financial statements for the 16 months to 31 October 2010 have been prepared on a dissolution
basis. Previous financial statements were prepared on a going concern basis.

ARTA changed its accounting policy to revalue assets instead of being held at historical costs, both
allowed under NZIAS 16. This represents a change in accounting policy under NZ IAS 8. This
change is however specifically excluded from the disclosure requirements and retrospective
application per NZIAS 8: Changes in accounting policy.

With the exception of the change in accounting policy that is explained above, the accounting
policies set out below have been applied consistently to all periods presented in these financial
statements.
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

The authority has adopted the following revisions fo accounting standards during the financial year,
which have had only a presentational or disclosure effect:

NZ IAS 1 Presenfation of Financial Statements {Revised 2007) replaces NZ IAS 1 Presentation of
Financial Statements (Issued 2004). The revised standard requires information in financial
statements to be aggregated on the basis of shared characteristics and infroduces a statement of
comprehensive income. The statement of comprehensive income will enable readers to analyse
changes in equity resulting from nonowner changes separately from transactions with owners. The
authority has decided to prepare a single statement of comprehensive income for the 16 months
ended 315t October 2010 under the revised standard. Financial statfement information for the year
ended 30 June 2009 has been restated accordingly. ltems of other comprehensive income
presented in the statement of comprehensive income were previously recognised directly in the
statement of changes in equity.

Amendments to NZ IFRS 7 Financial instruments: Disclosures. The amendment infroduces a three-
level fair value disclosure hierarchy that distinguishes fair value measurements by the significance of
valuation inputs used. A maturity analysis of financial assefs is also required to be prepared if this
information is necessary to enable users of the financial statements to evaluate the nature and
extent of liquidity risk. The transitional provisions of the amendment do not require disclosure of
comparative information in the first year of application.

The authority does not currently hold any Financial assets at fair value except foreign exchange
contracts.

NZ IAS 24 Related Party Disclosures (revised 200%9) replaces NZ |AS 24 Related party Disclosures
(Issued 2004). The revised standard simplifies the definition of a related party, clarifying its intended
meaning and eliminafing inconsistencies from the definition. s effect will be to disclose further
information about commitments between related parties.

Standards, amendments, and interpretations that are not yet effective and have nol been early
adopted.

Standards, amendments, and interpretations issued but not yet effective that have not been early
adopted, and which are relevant fo the authority, are:

NZ IFRS 9 Financial instruments will eventually replace NZ I1AS 39 Financial Instruments: Recognition
and Measurement. NI IAS 39 is being replaced through the following 3 main phases: Phase 1
Classification and Measurement, Phase 2 Impairment Methodology, and Phase 3 Hedge

Accounting. Phase 1 on the clossification and measurement of financial assets has been

completed and has been published in the new financial instruments standard NZ IFRS 9 uses a
single approach fo determine whether a financial asset is measured at amortised cost of fair value,
replacing the many different rules in NZ IAS 39. The approach in NZ IFRS 9 is based on how an entity
manages its financial instruments (its business model) and the confractual cash flow characteristics
of the financial assets. The new standard also requires a single impairment method to be used,
replacing the many different impairment methods in NZ [AS 39. The new standard is required to be
adopted for the year ended 30 June 2014. ARTA has not yet assessed the effect of the new
standard and expects it will not be early adopted.

Measurement Base

The financial statements have been prepared on an historical cost basis, modified by the
revaluation of certain assets and liabilities as idenfified in specific policies below. The financial
statements are presented in New Zealand dollars.

Revenue Recognition

Revenue is measured at the fair value of consideration received or receivable.

ARTA receives revenue from three main sources;

’ #



AUCKLAND REGIONAL TRANSPORT AUTHORITY

- Funding from the Auckland Regional Council (ARC);
- Subsidies from the New Zealand Transport Agency (NZTA);
- Fare box recovery from public fransport users.

Auckland Regional Council Funding

ARTA is funded by its parent the ARC in order to deliver the agreed annual operational and capital
programmes. This funding is recognised as income when the expenditure it covers is incurred i.e.
on an accrual basis. ARC requires ARTA to report quarterly fo the council finance committee on
financial and non-financial performance and to comply with ARC group policies on expenditure.

New Zedaland Transport Agency Grants

ARTA receives government grants from NZTA, which funds administrafion, operatfional and capital
expenditure. Grants distributions from NZTA are recognised as income when the expenditure they
cover is incurred i.e. on an accrual basis. Sometimes there are conditions atfached to grants
provided. NITA performs a biannual audit on ARTA's processes and if they find an anomaly then
ARTA is obliged to pay the relevant funds back.

Fare Income

ARTA receives fare box revenue from certain bus and ferry and all rail services. This revenue is
recognised when the tficket is purchased.

Grant Expenditure

Non-discretionary grants are those grants that are awarded if the grant application meets the
specified criteria and are recognised as expenditure when an applicatfion that meets the specified
criteria for the grant has been received.

Discretionary grants are those grants where ARTA has no obligation to award on receipt of the
grant application and are recognised as expenditure when a successful applicant has been
nofified of ARTA's decision.

Public Equity

Equity is the shareholder's interest in the organisation and is measured as the difference between
total assets and total liabilities. Equity is disaggregated and classified into accumulated funds and
a capital grants reserve to enable clearer identification of the specified uses that the Authority
makes of its accumulated surpluses.

Financial Assels
ARTA classifies its financial assets into the following categories:
(i) Financial assets at fair value through surplus/deficit

This category has two sub-categories: financial assets held for trading, and those
designated at fair value through surplus/deficit on initial recognition. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short
term or if so designated by management. The policy of management is to designate a
financial asset if there exists the possibility it will be sold in the short term and the asset is
subject to frequent changes in fair value. Derivatives are also categorised as held for
trading unless they are designated as hedges. Assets in this category are classified as
current assets if they are either held for frading or are expected to be realised within 12
months of the balance sheet date.
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

(i) Loans and receivables

Loans and receivables are non derivative financial assets with fixed or determinable
payments that are not quoted in an active market. They arise when ARTA provides
money, goods or services directly to a debtor with no intention of selling the receivable.
They are included in current assets, except for those with maturities greater than 12
months after the balance sheet date which are classified as non-current assets.

{iii) Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income, comprising
principally marketable equity securities, are non-derivatives that are either designated in
this category or not classified in any of the other categories. They are included in non-
current assets unless management intends fo dispose of the investment within 12 months
of the balance sheet date.

Financial assets at fair value through other comprehensive income and financial assets at fair value
through surplus/deficit are subsequently caried at fair value. Loans and receivables are carried af
amortised cost using the effective interest method. Realised and unrealised gains and losses arising
from changes in the fair value of the financial assets at fair value through surplus/deficit category
are included in the surplus/deficit in the period in which they arise. Unredlised gains and losses
arising from changes in the fair value of financial assets at fair value through other comprehensive
income are recognised in other comprehensive income in the financial assets at fair value through
revaluation reserve. When securities classified as financial assefs at fair value through other
comprehensive income are sold or impaired, the accumulated fair value adjustments are included
in the statement of comprehensive income.

The fair values of quoted investments are based on current bid prices. If the market for a financial
asset is not acfive (and for unlisted securities), the Organisation establishes fair value by using
valuation techniques. These include reference to the fair values of recent arm's length
transactions, involving the same instruments or other instruments that are substantially the same,
discounted cash flow analysis, and opfion pricing models refined to reflect the issuer's specific
circumstances. :

Impairment of Financial Assets

ARTA assesses at each balance date whether there is objective evidence that a financial asset or
group of financial assets is impaired. In the case of equity securities classified as financial assets at
fair value through equity, a significant or prolonged decline in the fair value of a security below ifs
cost is considered in determining whether the security is impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss - measured as the difference between the
acquisition cost and the current fair value, less any impairment loss on that financial asset previously
recognised in surplus/deficit - is removed from equity and recognised in the surplus/deficit.
Impairment losses recognised in the surplus/deficit on equity instruments are not reversed through
the surplus/deficit.

Cash and Cash Equivalents

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short
term highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to an insignificant risk of changes in
value, and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the
balance sheet.

Accounting for Derivative Financial Instruments and Hedging Activities

ARTA uses financial instruments fo hedge exposure to foreign exchange. ARTA does not hold or
issue derivative financial instruments for tfrading purposes.
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

Derivatives are initially recognised at fair value on the date a derivative contract is entered into
and are subsequently remeasured at their fair value af each balance date.

The method of recognising the resulling gain or loss depends on whether the derivative is
designated as a hedging insfrument, and if so, the nature of the item being hedged. ARTA
designates certain derivatives as either:

- ' hedges of the fair value of recognised assets or liabilities or a firm commitment (fair value
hedge); or

- hedges of highly probably forecast transactions {cash flow hedge).

ARTA documents at the inception of the fransaction the relatfionship between hedging instruments
and hedged items, as well as its risk management objective and strategy for undertaking various
hedge fransactions. ARTA also documents its assessment, both at hedge inception and on an
ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective
in offsetting changes in fair values or cash flows of hedged items. '

The full fair value of hedging derivatives is classified as a non-current asset if the remaining maturity
of the hedged item is more than 12 months and as a current asset if the remaining maturity of the
hedged itemis less than 12 months.

- Fairvalue hedge

The gain or loss from remeasuring the hedging instrument at fair value, along with the
changes in the fair value on the hedged item aftributable to the hedged risk, is recognised
in the surplus/deficit.

- Cashflow hedge

The portion of the gain or loss on the hedging instrument that is defermined fo be an
effective hedge is recognised directly in other comprehensive income and the ineffective
portion of the gain orlass on the hedging insirument is recognised in the surplus/deficit.

if a hedge of a forecast fransaction subsequently results in the recognition of a financial asset or a
financial liability, the associated gains or losses that were recognised in other comprehensive
income will be reclassified into surplus/deficit in the same period or periods during which the asset
acquired or liability assumed affects surplus/deficit. However, if ARTA expects that all or a portion
of a loss recognised directly in equity will not be-recovered in one or more future periods, it will
reclassify into profit or loss the amount that is not expected to be recovered.

When a hedge of a forecast fransaction subsequently results in the recognition of a non-financial
asset or a non-financial liability, or a forecast transaction for a non-financial asset or non-financial
liability becomes a firm commitment for which fair value hedge accounting is applied, then the
associated gains and losses that were recognised in other comprehensive income will be included
in the initial cost or carrying amount of the asset or liability.

For cash flow hedges other than those covered above, amounts that had been recognised in
other comprehensive income will be recognised in surplus/deficit in the same periods during which
the hedged forecast transaction affects surplus/deficit (for example, when a forecast sale occurs).

If a hedging instrument expires or is sold, terminated, exercised or revoked, or it no longer meets the
criteria for hedge accouniing, the cumulative gain or loss on the hedging instrument that remains
recognised in the statement of comprehensive income from the period when the hedge was
effective will remain separately recognised in comprehensive income unfit the forecast fransaction
occurs. When the forecast fransaction is no longer expected to occur, any related cumulative
gain or loss on the hedging instrument that remains recognised in the statement of comprehensive
income from the period when the hedge was effective will be recognised in the surplus/deficit.
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

Trade and other receivables

Trade 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.

Trade receivables are due for settlement not more than 30 days from the date of recognition.

A provision for the impairment of receivables is established when there is objective evidence that
ARTA will not be able to collect all amounts due according fo the original terms of receivables. The
amount of the provision is the difference between the asset’s carrying amount and the present
value of estimated future cash flows, discounted using the effective interest method. Debts which
are known to be uncollectible are wiitten off during the period in which they are identified.

Inventories

Inventories such as spare parts, stores and finished goods are stated at the lower of cost and net
realisable value. Cost comprises direct materials, direct labour and an appropriate proportion of
variable and fixed overhead expenditure, the latter being allocated on the basis of normal
operatling capacity.

Costs are assigned to individual items of inventory on the basis of weighted average cost.

Net realisable value is the estimated seling price in the ordinary course of business, less the
estimated costs of completion (if applicable) and the estimated costs necessary to make the sale.

Property, Plant and Equipment

Property Plant and Equipment consists of operational assefs including land and improvements,
roliing stock, wharves, buildings, plant and equipment and fixtures and fittings.

Property, plant and equipment is valued at cost, less accumulated depreciation and impairment
losses except for rolling stock, railway stations and buildings, wharves and wharf structures, and land
(finance lease) which are cariied at re-valued amounts.

(a) Additions and subsequent costs

The cost of an item of property, 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
ARTA and the cost of the item can be measured reliably.

ltems of Property, Plant and Equipment are capitalised on the basis of the costs incurred to acquire,
construct and bring to use the specific physical asset. Direct costs include payments to supplier for
the acquisition or construction of an asset, employee costs and an appropriate portion of relevant
overheads. Costs that are directly associated with the acquisition and/or construction of the asset
confrolled by ARTA, and that will generate economic benefits exceeding costs beyond one year,
are recognised as Property, Plant and Equipment. These cosfs are depreciated over their
estimated useful lives (see below for useful lives per class of asset).

Costs associated with developing or maintaining Property, Plant and Equipment are recognised as
an expense as incurred.

Where a physical asset is acquired for nil or nominal consideration, the fair value of the asset
received is recognised as revenue. Subsequent costs are included in the assetfs carrying amount or
recognised as a separate asset, as appropriate, only when it is probable that future economic
benefits associated with the item will flow to the ARTA and the cost of the items can be measured
reliably.

(b) Depreciation
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

Land and assets under construction (work in progress) are not depreciated. Depreciation is
provided for other assefs on a straight line basis to write off the cost of each assef net of residual
value over ifs useful life.

The useful lives and associated depreciation rates of major classes of assefs have been estimated
as follows:

Rolling Stock : = :

ADK Carriage 6 years (16.67%)
ADL Carriage 10 years (10%)

SA/SD Carriage Exterior 15 years (6.67%)
SA/SD Carriage Interior 7.5 years (13.33%)

SX Carriages 2 - éyears (16.67 - 50%)
Locomotives {Leasehold Improvemenis) 15 years (6.67%)

Wharves, Piers and Associated Assets

Wharves and piers 10-50 years (2-10%)
Signage 3-10 years {10-33%)
Fencing 2-15 years (6.67-50%)
Railway Statfions and Associated Assets

Structures 20-50 years (2-5%)
Signage 3-10 years {10-33%)
Fencing 2-15 years (6.67-50%)
Plant, Machinery and Other Equipment

Cycle Lockers 5years (20%)
Furniture, fixtures and other equipment 5.5~ 15.5years (6.4 -18.2%)
Low value assets T year {100%)
Fibre Optic Cable 15.5 years [6.4%)

The residual values and useful lives of assetfs are reviewed, and adjusted if appropriate, at each
balance sheet date. :

{c) Disposals

Gains and losses on disposals are determined by companng proceeds with the carrying amount.
These are included in ’rhe lncome s’ro’remen‘r ’

{d} Assets Under Construction

Assets under consfruction are not depreciated. The total cost of a project is fransferred to the
relevant asset class on its completion and then depreciated.

{e) Revaluation

Rolling Stock, Wharf structures, Land (finance lease) and Railway Statfions have been revalued for
the first time, using the depreciated replacement cost method, to ensure that their carrying
amount does not differ materially from fair value, as required by the Auckland Transition Agency, in
order to align the accounfting policies for the new Auckiand Council Group post 31 October 2010.

All other asset classes are carried at depreciated historical cost. Revaluations of Rolling Stock,
Wharf structures, Land (finance lease) and Railway Stations have been accounted for on a class-of
asset basis.

Revaluafion surplus is credited to an asset revaluation reserve in equity for that class of asset and
the revaluation decrement is debited fo surplus/deficit.

Intangible Assets

15
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

i) Computer software

Acquired computer software and software licences are capitalised on the basis of the
costs incurred to acquire and bring to use the specific software. These costs are
amortised over their estimated useful lives of 3 fo 5 years.

Costs associated with developing or maintaining computer software are recognised as
an expense as-incurred. Costs that are directly associated with the production of
identifiable and unique software products controlled by ARTA, and that will generate
economic benefits exceeding costs beyond one year, are recognised as intangible
assets. Direct costs include the software development, employee costs and an
appropriate porfion of relevant overheads. Computer software development costs
recognised as assets are amortised over their estimated useful lives not exceeding three
years.

ii) Operating leases - Land

The operating leases on land are long term land leases on which stations have been
built. They are recognised in the accounts at fair value and amortised over the life of
the underlying leases.

Amortisation of Intangible Assets

The carrying value of an intangible asset with a finite life is amortised on a straight line basis over its
useful life.

Amorfisation begins when the asset is available for use and ceases at the date the asset is
derecognised. The amorfisation charge for each period is recognised in the income statement.

The useful lives and associated amortisation rate of major classes of intangible assets have been
estimated as follows:

Computer Software , . - 3years (33.3%)

Opergational Leases ‘ o - 63years (1.6%)

Impairment of Non-Financial Assets

Assets that are subject to amortisation or depreciation are reviewed for impairment whenever:

events or changes in circumstances indicate that the carrying amount may not be recoverable or
at each balance sheet datfe. 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. Where the future economic benefits of an asset
are not primarily dependent on the asset's ability to generate net cash inflows, and where ARTA
would, if deprived of the asset, replace ifs remaining future economic benefits, value in use is
determined as the depreciated replacement cost of the asset. For the purposes of assessing
impairment, assets are grouped at the lowest levels for which there are separately identifiable cash

flows.

If an asset’s camying amount exceeds its recoverable amount, the asset is impaired and the
carrying amount is wiitten down to the recoverable amount. The total impairment loss is
recognised in the surplus/deficit.

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment.

Trade and Other Payables
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

These amounts represent liabilities for goods and services provided 1o the ARTA prior fo the end of
the financial year which are unpaid. The amounts are unsecured and are usually paid within 30
days of recognition.

Employee Benefits
i) Short term benefits

Liabilities for wages and salaries, including non-monetary benefits, annual leave,
accumulating sick leave and other benefits expected to be settled within 12 months of
the reporting date are recognised and are measured at the amounts expected fo be
paid when the liabilities are setfled.

ARTA recognises a liability for sick leave to the extent that absences in the coming year
are expected to be greater than the sick leave entitlements earned in the coming year.
The amount is calculated based on the unused sick leave enfilement that can be
carried forward at balance date, to the extent that ARTA anficipates i will be used by
staff to cover those future absences.

ARTA recognises a liability and an expense for bonuses where coniractually obliged or
where there is a past practice that has created a constructive obligation.

ii) Long term benefits

Enfittements that are payable beyond 12 months, such as long service leave and
gratuities, have been calculated on an actuarial basis. The calculations are based on:

. likely future entitlements accruing to staff, based on years of service, years to
entilement, the likelihood that staff will reach the point of entilement and
confractual entilements information; and

. the present value of the estimated future cash flows. A discount rate of
4.85%, and an inflation factor of 3.5% were used. The discount rate is based
" on bank interest rates with terms to maturity similar to those of the relevant
liabilities. The inflation factor is based on the expected long-term increase in

" remuneration for employees. -

Leases

Finance Leases

A finance lease is a lease that transfers fo the lessee substantially all the risks and rewards incidental
to ownership of an assetf, whether or not fitle is eventually transferred.

At the commencement of the lease term, ARTA recognises finance leases as assets and liabilities in
the bdlance sheet at the lower of the fair value of the leased item or the present value of the
minimum lease payments.

The amount recognised as an asset is depreciated over its useful life. If there is no certainty as to
whether ARTA will obtain ownership at the end of the lease term, the asset is fully depreciated over
the shorter of the lease term and its useful life.

Operating Legses

Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the
leased items are classified as operating leases. Payments under these leases are charged as
expenses in the periods in which they are incurred.

Income Tax

17
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

ARTA is a local authority for income tax purposes but does not currently derive any income from
taxable sources, except for port related activities as defined in the Income Tax Act 2007,

Income tax expense comprises both current tax and deferred tax, and is calculated using tax rates
that have been enacted or substantively enacted by balance date.

Current fax is the amount of income tax payable based on the taxable profit for the current yeor
and any adjustments-to income-tax payable in respect of prior years.

Deferred tax is the amount of income tax payable or 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 profit.

Deferred tax liabilities are generally recognised for all faxable temporary differences. Deferred tax
assets are recognised to the extent that it is probable that faxable profits 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 profit nor taxable
profit.

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

The measurement of deferred tax reflects the tax consequences that would follow from the
manner in which the entity expects to recover or settle the carrying amount of its assets and
liabilities.

Income tax expense is charged or credited to surplus/deficit, except when it relates fo items
charged or credited directly to equity, in which case the taxis dealt with in equity.

Goods and Services Tax (GST)

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

The net amount of GST recoveroble from, or poycbie o, the Inland Revenue Department (IRD)
included as part of receivables or payables in the statement of financial position.

The net GST paid to, or received from the IRD, including the GST relating fo investing and financing
activities, is classified as an operating cash flow in the statement of cash flows.

Commitments and confingencies are disclosed exclusive of GST.
Functional and Presentation Currency and Foreign Currency Translation

The financial statements are presented in New Zealand dollars and all values are rounded to the
nearest thousand dollars ($'000). The functional currency of ARTA is New Zealand dollars.

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
seftlement of such fransactions and from the translation at year end exchange rates of monetary
assets and liabilities denominated in foreign currencies are recognised in the statement of

18
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AUCKLAND REGIONAL TRANSPORT AUTHORITY

comprehensive income, except when deferred in equily as qualifying cash flow hedges and
qualifying net investment hedges.

Translation differences on non-monetary items, such as equifies held af fair value through
surplus/deficit, are reported as part of the fair value gain or loss. Translation differences on non-
monetary items, such as equities classified as available-for-sale financial assets, are included in the
fair value reserve in equity.

Provisions

Provisions are recognised when ARTA has a present legal or constructive obligation as a result of
past events; it is more likely than not that an outflow of resources will be required to setfle the
obligation; and the amount has been reliably estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the likelihood that an oufflow will be required in
settlement is determined by considering the class of obligations as a whole. A provision is
recognised even if the likelihood of an outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the expenditures expected 1o be required fo setile
the obligation using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase in the provision due to the
passage of time is recognised as a finance cost.

Critical Accounting Estimates and Assumptions

In preparing these financial statements ARTA has made estimates and assumptions concerning the
future. These estimates and assumptions may differ from the subsequent actual results. Estimates
and judgements are confinually evaluated and are based on historical experience and other
factors, including expectations or future events that are believed to be reasonable under the
circumstances. The estimates and assumptions that have a significant risk of causing a material

adjustment to the camrying amounts of assets and liabilities within the next financial year are

discussed in the notes to the accounts.

Significant estimates have been made around the useful lives of property, plant, and equipment,
as well as the valuation of property plant and equipment. See Note 7.
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Income Statement

For the 16 months ended 31 October 2010 Actual Actual
October June
Note 2010 2009
$000 $000

Income 1
Operational grants 274253 202,322
Capital grants 105,157 73,880
Fare Revenue 39,888 22,764
Other operating revenue 5,302 4,587
Total Income 424,600 303,553

Expenditure 2
Employee benefits 16,142 11,929
Depreciation and amortisation expense 30,133 18,221
Grants and subsidies 258,695 176,755
Other expenditure 58,177 40,510
Total Operating Expenditure 363,147 247,415
Surplus before tax 61,453 56,138
Income tax (expense)/benefit 19 (2,185) (440)
Surplus after tax attributable to the authority 59,268 55,698

they fund is recorded within fixed assets in the Balance Sheet.

these financial statements.

Note: The Surplus for the 2010 year primarily represents capital grants for the year offset by the depreciation charge. Generally
Accepted Accounting Practice requires that capital grants are recognised in the year in which received. The capital expenditure

The accounting policies on pages 9 to 19 and the notes on pages 24 to 42 form part of and should be read in conjunction with,

20
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Statement of Comprehensive Income
For the 16 months ended 31 October 2010

Other Comprehensive Income
Iltems net of tax

Gain on revaluation of PPE
Net income recognised directly in equity

Profit for the year
Total comprehensive income for the year

Attributable to the Authority:

Statement Of Changes in Equity

Note

Actual Actual
October June
2010 2009
$000 $000
40,077 0
40,077 0
59,268 55,698
99,345 55,698
99,345 55,6908

AUCKLAND REGIONAL TRANSPOR

For the 16 months ended 31 October 2010 Actual Actual
October June

Note 2010 2009

$000 $000

Equity at the Beginning of the Year 265,950 210,252

Total comprehensive income for the year 99,345 55,698

Equity at the end of the Year 3 365,294 265,950

these financial statements.

The accounting policies on pages 9 to 19 and the notes on pages 24 to 42 form part of and should be read in conjunction with,
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The accounting policies on pa
these financial statements.

Balance Sheet

As at 31 October 2010 Actual Actual
October June
Note 2010 2009
$000 $000
ASSETS
Current Assets
Cash and cash equivalents 4 150 105
Debtors and other receivables 5 40,979 43,357
Loans and receivables 9 3,946 19,819
Inventories 18 5,896 5,126
Asset held in trust for NZTA 20 5,041 0
Total Current Assets 56,012 68,407
Non - Current assets
Property, Plant and Equipment 7 338,373 240,125
Loans and receivables 9 0 1,152
Intangible assets 8 23,153 22,152
Total Non - Current Assets 361,526 263,429
TOTAL ASSETS 417,539 331,836
LIABILITIES
Current Liabilities
Creditors and other payables 6 36,750 39,540
Other financial liabilities 9 6,518 19,819
Total Current Liabilities 43,268 59,359
Non - Current Liabilities
Other financial liabilities 9&10 1,416 1,152
Deferred tax 19 7,560 5,375
Total Non - Current Liabilities 8,976 6,527
TOTAL LIABILITIES 52,244 65,886
Equity
Retained Earnings 3 325,217 265,950
Fixed Assets Revaluation Reserve 3 40,077 0
TOTAL EQUITY 365,294 265,950
TOTAL LIABILITIES AND EQUITY 417,539 - 331,836

Chairman

e 1)L

0 19 and the notes on pages 24 to 42 form part cif;r—lm Id be read in conjunction with,
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Statement Of Cash Flows

For the 16 months ended 31 October 2010 Actual Actual
October June
Note 2010 2009
$000 $000

Cash Flows from Operating Activities 11

Cash was provided from:

ARC Opex Grants 130,370 101,531
ARC Capex Grants 61,266 70,771
ARC funding for |A grants vested in ARTA 17,025 7,711
NZTA Capex Grants 44,675 4,457
NZTA Opex Grants 155,505 104,750
Other Grants and Subsidies 7,163 1,350
Rail Fare Revenue 28,102 18,625
Bus Fare Revenue 11,322 4,436
Ferry Wharf Revenue 3,464 1,998
Other Sundry Operating Income -402 252

458,490 315,881
Cash was applied to:

Payments to Suppliers -316,891 -222,913
Payments to Employees -17,178 -12,724
Payments to recipients of |A granis vested in ARTA -17,025 -7,711
Purchase and Development of NZTA Asset held in Trust -5,041 0
GST -3,198 -184

-359,332  -243,532
Net Cash Flows from Operating Activities 99,157 72,349

Cash Flows from Investing Activities
Cash was applied to:

Purchase and Development of Property, Plant & Equipment (97,476)  (72,210)
Purchase and Development of Intangible Assets (1,636) (182)
Net Cash Flows from Investing Activities (99,112)  (72,392)
Net (Decrease)/Increase in Cash & Cash Equivalents Held 45 (43)
Cash & Cash Equivalents Balances at Beginning of the Year 105 148
Cash & Cash Equivalents Balances at the End of the Year 150 105

The GST (net) component of operating activities reflects the net GST paid and received from Inland Revenue Department. The
GST (net) component has been presented on a net basis , as the gross amounts do not provide meaningful information for
financial statement purposes.

Reconciliation of Net Surplus with Net Cash Flows from Operating Activities

2010 2009
$000 $000
Cash was provided from:
Net Surplus 59,265 55,698
Adjustment for items not involving cash:
Depreciation and amortisation 30,133 18,221
Revaluation decrement 9,381
Foreign exchange loss on derivatives 3,988
Loss/gain on sale of assets 258 236
Impairment of Receivables 26
Impairment of Property, Plant, & Equipment 168
Deferred Tax 2,185 440
Movements in working capital:
Decrease/(Increase) in receivables from ARC 9,913 9,587
Decrease/(Increase) in trade and other receivables (9,404) (1,907)
Decrease/(Increase) in inventory (770) (2,030)
Decrease/(Increase) in GST (3,198) (678)
Decrease/(Increase) in grants receivable from ARC 17,025 7,711
(Decrease)/Increase in trade and other payables (2,788) (7,218)
(Decrease)/Increase in grants payable (17,025) (7,711)
Net Cash from Operating Activities 99,157 72,349

The accounting policies on pages 9 to 19 and the notes on pages 24 to 42 form part of and should be read in conjunction with,
these financial statements.
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

Audit Report

To the readers of
Auckland Regional Transport Authority’s
financial statements and performance information
for the 16-month period ended 31 October 2010

The Auditor-General is the auditor of Auckland Regional Transport Authority. The
Auditor-General has appointed me, David Walker, using the staff and resources of Audit

New Zealand, to carry out the audit on her behalf. The audit covers the financial statements and
performance information included in the report of Auckland Regional Transport Authority for the
16-month period ended 31 October 2010.

Auckland Regional Transport Authority’s financial statements and performance information

have been completed by Auckland Transport pursuant to the Local Government (Tamaki
Makaurau Reorganisation) Act 2009.

Unqualified Opinion
In our opinion:

. The financial statements of Auckland Regional Transport Authority on pages 9 to 42
that are prepared on a dissolution basis:

o comply with generally accepted accounting practice in New Zealand; and
) fairly reflect:

Auckland Regional Transport Authority’s financial position as at
31 October 2010; and

the results of its operations and cash flows for the 16-month period
ended on that date.

. The performance information of Auckland Regional Transport Authority on pages 1to
7 fairly reflects the achievements measured against the performance targets adopted
for the 16-month period ended 31 October 2010.

The audit was completed on 16 February 2011, and is the date at which our opinion is
expressed.

The basis of our opinion is explained below and refers to the financial statements being
appropriately prepared on a dissolution basis due to the new local government structure for the
Auckland region from 1 November 2010. In addition, we outline the responsibilities of Auckland
Regional Transport Authority, Auckland Transport and the Auditor, and explain our
independence.
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Basis of Opinion

We carried out the audit in accordance with the Auditor-General’s Auditing Standards, which
incorporate the New Zealand Auditing Standards.

We planned and performed the audit to obtain all the information and explanations we
considered necessary in order to obtain reasonable assurance that the financial statements and
performance information did not have material misstatements, whether caused by fraud or error.

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

The audit involved performing procedures to test the information presented in the financial
statements and performance information. We assessed the results of those procedures in forming
our opinion.

Audit procedures generally include:

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

° verifying samples of transactions and account balances;
. performing analyses to identify anomalies in the reported datg;
. reviewing significant estimates and judgements made by Auckland Regional Transport

Authority and Auckland Transport;

. confirming year-end balances;
. defermining whether accounting policies are appropriate and consistently applied; and
° determining whether all 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 financial statements
and performance information. We obtained all the information and explanations we required to
support our opinion above.

The financial statements are appropriately prepared on a dissolution basis due to the new
local government structure for the Auckland region from 1 November 2010

On 1 November 2010 the Local Government (Tamaki Makaurau Reorganisation) Act 2009

dissolved Auckland Regional Transport Authority and vested its assets and liabilities in Auckland
Transport.
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In forming our opinion, we considered:

. the accounting policy on page 9 about the financial statements being prepared on a
dissolution basis; and

. the disclosures regarding the effects of dissolution in note 17 on page 40 and note
23 on page 42.

We consider the basis of preparation of the financial statements and the related disclosures to
be appropriate to Auckland Regional Transport Authority’s circumstances.

Responsibilities of Auckland Regional Transport Authority, Auckland Transport
and the Auditor

The Local Government (Tamaki Makaurau Reorganisation) Act 2009 required the report of
Auckland Regional Transport Authority for the 16 month period ended 31 October 2010 to be
prepared by Auckland Regional Transport Authority and completed by Auckland Transport.

Therefore, Auckland Transport is responsible to ensure that the report of Auckland Regional
Transport Authority includes financial statements that comply with generally accepted accounting
practice in New Zealand. The financial statements must fairly reflect the financial position of
Auckland Regional Transport Authority as at 31 October 2010. They must also fairly reflect the
results of its operations and cash flows for the 16-month period ended on that date. Auckland
Transport is also responsible for preparing performance information that fairly reflects service
performance achievements for the 16-month period ended 31 October 2010.

We are responsible for expressing an independent opinion on the financial statements and
performance information and reporting that opinion to you. This responsibility arises from
section 15 of the Public Audit Act 2001 and section 69 of the Local Government Act 2002.

Independence
When carrying out the audit we followed the independence requirements of the Auditor-General,
which incorporate the independence requirements of the New Zealand Institute of Chartered

Accountants.,

Other than the audit, and the Auditor-General being the auditor of Auckland Transport, we
have no relationship with or interests in Auckland Regional Transport Authority.

i

David Walker

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand
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Matters relating to the electronic presentation of the audited financial
statements and performance information

This audit report relates to the financial statements and performance information of the
Auckland Regional Transport Authority for the 16-month period ended 31 October 2010
included on the Auckland Transport’s website. Auckland Transport’s Board is responsible for
the maintenance and integrity of Auckland Transport’s website. We have not been engaged
to report on the integrity of the Auckland Transport’s website. We accept no responsibility for
any changes that may have occurred to the financial statements and performance information
since they were initially presented on the website.

The audit report refers only to the financial statements and performance information named
above. It does not provide an opinion on any other information which may have been
hyperlinked to or from these financial statements and performance information. If readers of
this report are concerned with the inherent risks arising from electronic data communication
they should refer to the published hard copy of the audited financial statements and
performance information as well as the related audit report dated 16 February 2011 to
confirm the information included in the audited financial statements and performance
information presented on this website.

Legislation in New Zealand governing the preparation and dissemination of financial
information may differ from legislation in other jurisdictions.

2010 CCO Website Report Disclosure ARTA.DOC




