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Executive Summary
This report provides commentary on the financial result for the period to 29 February 2012 and
gives an update on developments in the financial reporting.

Recommendation
It is recommended that the Board:
i).

Receive the report

Statement of Financial Performance
Three major points stand out in this statement.
1) NZTA operational subsidy is more than the forecast amount. The forecast has taken
account of the FAR variance agreement and for the year to date the revenue expected is
more than forecast. We are reviewing the phasing of the FAR variance forecast, as it was
not anticipated to have a significant effect on our operating subsidy. The forecast for the
subsidy for the year is a reduction of $16.7m. This is due to AT estimates including a
provision for subsidy which may have been able to be carried forward, as it has turned out
the funding was not able to be carried forward and so the reduction has been included in
the forecast. Staff are re-evaluating the forecast in light of the fact that we have a year to
date actual to forecast which is favourable. The CFO will update the meeting on the result
of that review.
2) Parking revenue is below forecast for the month and for year to date. With February
being a short month with a statutory holiday one would expect the revenue to be lower
than a normal length month. This does not appear to have been factored into the phasing
of the revenue for this item. With revenue from parking averaging about $270k per
working day short months like February can have quite an impact. We are reviewing the
phasing for all budgets and our accuracy on the phasing will improve as more information
and history is available to inform the splits between months.
3) Income for capital projects from NZTA is below forecast for the month and this largely
reflect the extent to which capital work has been achieved. Capital work excluding EMU
and Depot is $40m behind forecast. There is also an element of product mix change
which can impact on the subsidy. The over-programming approach used by AT is in its
infancy and the mechanism by which projects are substituted takes account of the
likelihood of NZTA subsidy, but if a project is substituted that does not have NZTA subsidy
then the capital spend availability is reduced by the amount of the subsidy that will no
longer be received. As AC have identified they will provide $395m of capital funding the
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total amount of capital work that can be done is determined by adding AC funding and
NZTA capital funding to give the capital funding envelope. This inevitably creates some
uncertainty for the organisation as capital subsidy levels are dependent on the approval of
the work by NZTA. AT continues to work closely with NZTA on subsidy and capital
projections.
Overall our operating result is going to be significantly down on budget. The reasons for this
have been covered in the past reports and are down to three major issues. NZTA Subsidy for
operations and capital will be down by at least $78m and may be more depending on the final
mix of the capital work. This will be mitigated through doing less capital work, and by the FAR
variance which will only change the timing of the subsidy between years. Other operations will
come in with a lower overall operating position but not sufficient to fill the negative operating
position from NZTA operating subsidy. Staff are working on the organisational response to that
position but examining the year to date operating expenses pro rata to a full year indicates there
is scope for the organisation to tighten its belt in response to the change in circumstances.

Activity Operating Results
Section 1a is a new section. These are waterfall charts which highlight the areas which
contribute to the variance between expected result to actual, and Budget for the full year to
forecast. These were suggested by Mr Lockey and are believed to add to the information for
the Board.

Rail
The activity is forecast to require an additional net funding requirement of $4.9m compared to
an actual position of $99k. As an activity it is reasonably on target for year to date position with
a range of offsetting variations. The variance in revenue is being analysed as it is outside our
expectation, patronage has risen and so the expectation would be that fares would be higher.
This could be an issue of product mix flowing into higher numbers but lower average fare or the
phasing of the budget, however given that the forecast is for a reduction in fare income it is
unlikely to be a phasing. The CFO will update the Board on progress made on this matter.

Bus
Year to date result is $296k variance to forecast. There are a number of minor and off-setting
movements. The most significant items in the statement are the increase in revenue from Bus
income and Operator access fees which while minor in the year to date figures are expected to
provide an additional $1.4m of income. Also service delivery costs are expected to be below
budget by $4.58m by year end. The CFO will update the Board on the reasons for this
reduction.

Other Public Transport Operations
This is the first time the reports have been produced on this basis and analysis of this function
cannot be done in isolation to the other PT activities. NZTA operating subsidy is below for the
year to date to forecast but is forecast to be $5.8m above the budget. In the total PT budget it is
noted that Rail subsidy is expected to be down by $7.2m. Staff are working to verify the match
between the spread of budgets and forecasts between the three PT components to ensure the
organisation understands the allocation and monitoring of the costs at this level.
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On-Street Parking
Revenue for the activity will be below forecast for the full year. The expenditure for the month
and year to date shows a favourable position which reflects the activity mitigating the loss of
revenue. However the forecast position reflects an increase in operating costs and a reduction
in revenue. Staff are working with the Parking operation to determine the reality of the forecast
spending in light of the year to date total spending and the reduction in infringement income.

Off-Street Parking Operations
Revenue is higher than target for the month and for the year to date. The forecast reflects that
the remainder of the year will not have increased revenue which was included in the budget
phasing. The operation is contributing $714m more to operating funds for the year to date but is
forecast to contribute $117k less for the full year.

Roading Operations
The most notable areas for this activity are the increase in the operating subsidy year to date
compared to the forecast and the favourable variance in service delivery costs. These two
variances could be due to the product mix for the service delivery as items have different
subsidy rates. This is being examined.

Other Operational Activities
This covers all parts of the operation which are not in other parts of the report. This activity
reflects the reduction in NZTA operating subsidy which was provided for at the start of the year
(referred to under point 1 above). There are a range of variances in individual lines which
reflects the uncertainty when budgets were prepared. The forecasts for the activity will be
reviewed in light of the actual results year to date.

Capital Spending
New capital spending is below forecast by $24m. The forecast reflects that the spend will be
below budget which was reported in the first AT forecast. Given the level of spending for the
eight months the average monthly spend for the organisation on new capital would need to
double the monthly average, this seem an unlikely result. However we have reviewed a number
of elements in the capital programme, in particular the land acquisition programme which has
highlighted that it would be prudent for us to do less acquisition in this year, reducing the capital
spend but not impact on the capital delivery programme.
Renewal capital expenditure is below budget for the year to date but have advised that the
programme is expected to be on target within the construction season.
EMU and Depot are behind for the month and year to date.
The capital funding table in Section 4 highlights that if our capital programme is delivered
according to the forecast AT will require more funding from AC. Staff are working to firm up our
expected capital work programme delivery which will impact on NZTA subsidy levels and the AC
funding requirement. While our forecasts reflect an additional funding requirement it is not
expected that this will eventuate.
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Report Development
A number of new reports have been added to the Financial Report, which makes it a large
document. The information contained in the reports is important information for the Board to be
aware of, however in considering the volume and scope it is suggested that some of the
information be provided on a quarterly basis rather than every month. It has been suggested
that the activity statements would be produced on a quarterly basis with more information about
performance in the activity against the SOI performance measures. Also the information on
procurement and contract statistics would be produced on a quarterly basis with more analysis
of the information and trends. This would be done on an off month for the Activity information to
allow more time to consider the information. Another suggestion has been that we should take
a “deep-dive”, which would involve a more detailed examination and report on an area of
business to provide more information and greater context about the composition of the activity.
This would be undertaken on an alternating programme of:


Quarterly report;



“Deep Dive”; and



Procurement, Receivable and Payables Statistics and Analysis.

The regular monthly report would include consist of the report on Financial performance, report
on Capital, Statement of Finance Position and Statement of Cashflow.
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