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Michelle M oney

From: Michelle Money

Sent: Wednesday, 3 February 2010 7:31

To: * Auckland Airport’s Project Teams

CC: David Dollar; Benjamin Banker; Peter Partner; Warren Wallstreet; John Jobs
Subject:  Auckland Airport Group Strategy Presentation

Hi Team,

Our first client, Auckland Airport, is New Zealand’s largest airport handling approximately 13
million passenger movements last year accounting for over 70% of visitors entering or leaving the
country. The airport navigated through turbulent conditions over the last three years and was re-
cently voted as the 10th best airport in the world, and the best in the Australia/ Pacific region in the
2009 independent Skytrax World Airport Awards and 2009 World Travel Awards.

Auckland Airport began operations in November 1965. In 1988, the Government corporatized the
management and ownership of Auckland Airport. Initially a 50% shareholder, the Government
sold its entire shareholding in 1998 when the company was listed on the New Zealand Stock Ex-
change. Two Councilsin the region have retained their shareholding in the airport, with Auckland
City Council holding 12.75% and Manukau City Council holding 10.05%. Legislation has been
passed to merge the Councilsin the Auckland region later this year.

On 18 June 2007, the Directors of Auckland Airport announced that they were in discussions with
selected parties regarding capital restructuring opportunities including the potential acquisition of
an ownership interest in Auckland Airport. After receiving a takeover offer, the Government made
changes to tax laws which made the restructuring proposal less tax-effective. In addition, tighter
investment rules were introduced for overseas ownership of strategic assets which ultimately led to
the takeover bid’s termination.

Since being appointed CEO in 2008, Simon Moutter has unveiled a five step strategy to deliver
long-term sustainable growth to shareholders through the upcoming Rugby World Cup in 2011
being hosted in New Zealand and beyond. Several weeks ago, Auckland Airport announced the
acquisition of astrategic stake in North Queensland Airports as part of this strategy.

CEO Simon Moutter has asked us for areview of how Auckland Airport can best capitalise on ex-
isting initiatives and further ways to take Auckland Airport into its next stage of growth.

You will have ten minutes to present to Simon and the board, which will be followed by a ten-
minute question and answer session to clarify any issues. Our research team has put together some
relevant information and | have attached it to this email.

Regards,
Michelle M oney,

Senior Vice President
SY G Consulting Group
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The following has been extracted and summarised from Auckland Air-
port’s Target Company Statement 17.12.07, Annual Report 2009, corpo-
rate website and an interview with Peter Alexander, General Manager

Property (December 21, 2009)



Highlights 2009

Airport | fnnust Repart | 2009 &

Voted one of the world’s Retaill and property

top 10 airports in 2009
Skytrax Awards
Two new international

airlines won — Pacific
Blue and Jetstar

Cperanng BB up 1.8%

$280.4m

Capeal axpendiun doen 38.79%

$87.6m

Urderying proft uz 2.1%

$105.9m

Two retail bond issues in
FY09 raised $180m

mternatiomal passenpars down 1.4%

Cormesto pessangors down 1.6%

Competilicn on btrans-Tasman stimulating demand

Australian visitors
increased 7.1%

revenue up

Park & Ride venture
a success

Final dvidend of 4.45cps, bringing total dividend for the year to B2 0cps

Riecstniciured operations, Bnd resnunces manegsd prosc ey

nsifuted parformancs management sullue

Hesalth and satety performance improved

JR Duty Free joined
the airport as a second
operator

nerratioral depanunes redevskopment veel unoed way

Big investment in
scaling up air service
development
capability and activity

Succeashd Lean Sk Sigma process efficiency plo sludy complebad in
miemational arivais

New $50m international
pier opened

Anporenhicn chargs Nemass ceharmad

Air Mew Zealand fudicial revens doppsd

Arport hotal deal finalse

New border processing
technology trialled

Fenewsed commibment 1o, and inveaimsamnd in, cormemunilty
and social responsibility



Company report 2009

Our vision and purpose

Expertise in developing quality infrastruc-
ture and core operational skill-set can be
leveraged further to generate greater
value for stakeholders

Strong competencies in managing the
movement of people and goods are
transferrable to other locations and busi-
nesses with similar dynamics

Auckland Airport operation will always be
the heart of our business but we do not
want our growth to be constrained by
these geographic limits

Corporate vision is to grow beyond the
Auckland Airport operation to be the rec-
ognised market leader in creating value
from businesses centred around hubs for
large-scale movement of people and
goods eg the Novotel Auckland Airport
hotel joint venture project

But opportunities likely to be modest in
scale and must be carefully assessed.
They need to be consistent with our strat-
egy, leverage strengths, offer a clear re-
turn on investment and, most importantly,
they must not put core business at risk
Our primary business role is to play our
part in growing travel, trade and tourism
for the markets we serve.

We will do this by reflecting unique mar-
ket attributes in our brand, delivering out-
standing and welcoming customer ex-

periences, collaborating effectively with
public and private enterprises, and by de-
manding excellence in all that we do

Delivering on strategy

In 2009, we unveiled our new ‘flightpath’
and remain growth focused

Our business is characterised by long
lead times. We must continue to lay the
groundwork to build new air travel mar-
kets so we are well placed to capitalise
on the inevitable recovery in demand

In the short term, we must do all we can
to run our business more efficiently and
stimulate air travel volumes.

Long term business opportunities include
property development activities or other
businesses involved in the efficient large-
scale movement of people and goods,
such as the accommodation, freight and
logistics sectors

The nearest of these opportunities, which
we term ‘adjacencies’, would either be
within or close to the existing airport busi-
ness or boundaries. More diverse or dis-
tant opportunities, such as becoming in-
volved with a cruise ship terminal, would
be what we term ‘step-outs’.

‘Flightpath’ for growth




Growth strategy

Putting our customers first

Create a healthler commercial environment

Tightening our belts

Increase the focus on and discipline of cost efficiency and capital productivity

Making the most of what we have

Unlock the full growth potential from the core business

Looking for new opportunities
Capture growth opportunities from the closest and most promising adjacencies

Looking beyond our business today

Pursue opportunistic but carefully selected step-outs aligned to core
competencies

1
2
3
4
9



Putting our customers first

Implementing this growth strategy has meant
working with our industry partners on a range
of initiatives to boost volume, drive yield and
improve the passenger and customer experi-
ence. We have looked for ways to work with
our airline customers and other partners to de-
velop a healthier commercial environment.
That means improving our understanding of
our partners’ business models and working
towards mutually beneficial and commercially
appropriate outcomes.

‘Fighting fit’

The current downturn has made it even more
important that we have an organisation that is
‘fighting fit". This has included tighter manage-
ment of costs and deferral of non-essential
capital expenditure to ensure that we are de-
veloping infrastructure and operational capa-
bility that is fit for purpose and on time to meet
demand. We have looked internally at our re-
sources, systems and skills to ensure that we
have the right capabilities, in the right places,
to drive value and efficiencies.

This has resulted in a reallocation of resources
from engineering and construction activity to
air services development and retail yield
growth. We have restructured the manage-
ment and operations of the business around
our key revenue streams to make the most of
our assets and capabilities. While this has re-
sulted in some one-off costs, we expect to see
benefits over the medium term.

We have invested significantly in air service
development capability and activity, which has
already borne fruit this year with the winning of
two new international airlines — Jetstar and Pa-
cific Blue. We have also strengthened our rela-
tionships with potential new airlines and with
the key tourism stakeholders who can help
drive additional volume from emerging and ex-
isting tourism markets.

Lean Six Sigma process pilot study
Auckland Airport and key airport partners have
now completed a pilot study to better under-
stand passenger arrival movements, identify
bottlenecks and make the end-to-end arrival
processing experience more efficient.

We now have a programme of improvements
partially implemented, and a number of long-
term initiatives identified, including a target av-
erage of 15 minutes for arrival processing and
a target maximum of no more than 25 minutes
at any time.

We have now extended the Lean process to
include similar studies of the departures proc-
ess and of aircraft handling processes.

Making the most of what we have

Over the last five years, we have invested
over $500 million in expanding and upgrading
Auckland Airport. As a result, we have a base
of quality infrastructure assets well placed to
cater for current demand and likely growth in
the near future (with relatively limited further
investment). The immediate intention is to
unlock the full potential of our current busi-
ness. Major areas of focus include improving
the passenger and retail experience, providing
airlines and travellers with greater differentia-
tion, and driving the sustainable growth of air
services into Auckland.

Supporting many of our product development
and marketing initiatives is the powerful con-
cept of ‘good, better, best’. The most effective
way to grow market demand is to provide a
range of service and price offerings that meets
the varying needs of customers, from high-end
premium to lower-end budget solutions. The
concept is valid both with our airline customers
and for travellers. We are using this model to
push ourselves to create real choices for cus-
tomers rather than the old-fashioned ‘one size
fits all’ approach.

Looking for new opportunities

Although our primary focus will remain within
the Auckland Airport precinct, we will seek
to take advantage of new or counter-cyclical
opportunities near or beyond our core busi-
ness.

This is all about finding ways to leverage our
assets and expertise in terms of the large-
scale movement of people or goods to en-
hance shareholder value.



Industry overview

General Characteristics

The airport industry provides a range of both aeronautical and non-aeronautical services to com-
mercial and non-commercial airlines, private aircraft owners, commuter and cargo airlines and do-
mestic and international aircraft passengers

The vast mgjority of airports are essentially facilities managers, providing land and buildings for
use by airlines, retailers, freight companies and related or supporting businesses. The physical
components of airports are typically divided into “landside” areas including parking lots, public
transport stations, pick-up and drop-off areas and access roads, and “airside” areas including ter-
minals, runways, taxiways, and ramps. The degree to which an airport has developed its airside
and landside areas largely depends on its size and the profile of traffic volumes at the airport.

Airports also offer a range of support services, either directly or contracted to third parties. Airport
services are generally categorised into aeronautical and non-aeronautical services:

Aeronautical Services Non-aeronautical Services
. Air traffic control . Retail services
. Ground handling . duty-free
. loading and unloading . cafes, restaurants and bars
. refuelling . souvenir retailers
. cleaning of aircraft . Car parking
. replenishment of onboard consum- Commercial facilities
ables . office spaces for airlines, freight
. providing check-in counter services companies and other operators
. staff for transfer counters and airline o Devel opment
lounges . improvement and expansion of air-
. Aircraft parking port facilities

. Security services

Passenger volumes are considered the major driver of airport earnings. Air travel demand has
proved to be quite resilient to externa disruptions such as recession, war, terrorism and diseases.
The impact of each crisis has lasted only for a short period, after which time strong growth has re-
sumed. For example, after two years of stagnation following 2001, air travel demand increased
14% in 2004, 7% in 2005 and close to 6% in 2006. Passenger travel is not only being stimulated
by arising middle class in China and India but also by the rise of Low Cost Carriers (LCC) par-
ticularly in Europe and Asia.

Sour ces of Revenue

Landing Charges

One of the key sources of revenue for airports are the charges levied on aircraft landing on its run-
ways. In general, landing charges are based on Maximum Certified Take Off Weight (MCTOW)
of the aircraft arriving at the airport. At some airportsin Australiaand New Zealand (other than at
Auckland Airport) landing charges are charged on a per passenger basis only. This has the effect
of transferring some of the airline risks to the airport in that the airlines are only charged for the
passengers they are carrying rather than the alternative approach of charging airlines based on air-
craft weight (i.e. essentially the number and size of aircraft), irrespective of passenger load.




Airport landing charges are always under close scrutiny from the airlines and less frequently by
regulators to prevent airports from deriving monopoly profits.

Auckland Airport is currently divided, in economic terms, into two ‘tills’ - the aeronautical till
(which is subject to limited competition and therefore regulated) and the non-aeronautical till
(which is subject to open market competitive forces). Airport charges are set based on expected
flight volumes to provide a reasonable rate of return on the airports aeronautical assets. This means
in the long-run, winning new airlines and developing new routes result in zero net benefit to an
airport’s aeronautical revenue as aeronautical charges must be reduced on a per unit basis in order
to maintain the same overall rate of return.

The current regulatory regime in New Zealand can be regarded as light-handed. The airports are
required to consult with airlines when contemplating a price increase, although, in the event of a
dispute, the airport is still permitted to increase its charges. In addition, the airport must comply
with a comprehensive disclosure regime.

Passenger Revenue

Globally airports impose a broad range of arriving and departing passenger charges including pas-
senger facilitation charges, security charges, baggage handling charges and reconciliation fees and
departure fees. Accordingly, the number of passengers through each airport is ultimately a key
driver of revenue. In addition to the various aeronautical charges applied to arriving and departing
passengers, airports also derive significant retail income from travelling passengers, usualy
through claiming a percentage of sales from incumbent airport retail operations.

Source: Grant Samuel Independent Advisor’s Report on the takeover offer from Canada Pension
Plan Investment Board for Auckland Airport, December 2007 and interview with Peter Alexander,
General Manager Property (December 21, 2009)
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Media Release

Auckland Airport agreesto purchase a stakein Cairnsand Mackay Airports (extract)
Media Release 11 January 2010

Auckland International Airport Limited (Auckland Airport) today announced it has agreed to purchase from Westpac Bank a
24.55% stake in North Queensland Airports (NQA), the operator of Cairns and Mackay airports in Queensland, Australia for
A$132.8m (approximately NZ $166m).

Auckland Airport’s chairman, Tony Frankham, said, “This is a significant milestone for Auckland Airport and for our strategy to
grow beyond our core business in Auckland.

This proposed acquisition opens up exciting new opportunities to strengthen and grow air services connections with Cairns as a
stepping stone between New Zealand and the high-growth tourism markets of Asia, and enables us to leverage our world class ex-
pertise in the large scale movement of people and goods to grow shareholder value.”

Cairns Airport is Australia’s seventh busiest airport, with approximately 3.7 million passengers in the year to 30 June 2009
(compared with Auckland Airport’s 13.0 million passengers in the same period). It is the closest international airport to Asiaon
Australia’s eastern seaboard and is the gateway to Tropical North Queensland, an internationally renowned tourism region boasting
two World Heritage listed attractions; the Great Barrier Reef and the Wet Tropics Rainforests. Mackay Airport is an important re-
gional domestic airport with nearly 1 million passengersin the year to 30 June 20009.

The airport isthe main airport servicing the Bowen Basin, an important region for natural resources, which contains one of the
largest deposits of coal inthe world. Mackay Airport also benefits from its close proximity to the Whitsunday resort islands.

Auckland Airport’s chief executive, Simon Moutter, said, “Since indicating in March 2009 that we would pursue opportunistic but
carefully selected step-outs, we’ve looked at a range of opportunities to drive synergies and volume for our core business at Auck-
land. We also recognise that our most important value driver is growth in international passenger volumes. We believe that Asian
tourism markets offer the greatest opportunity for volume growth and that one of the keys to growing Asian traffic isimproved air
services connections. Driving more travel demand out of Asiawill be crucial to the future growth of both Auckland Airport and the
New Zealand tourism sector.”

“New Zealand has underperformed against Australia in gaining a share of Asian tourism, so we have decided to take a position in
the Australian market in an effort to get better connected and lift our market share. While our primary focus remains direct Asian
connections with Auckland, an important stepping-stone is to strengthen connections with other strategically located airports.”

“Cairns Airport fits the bill in terms of its location, scale, focus on Asian tourism, and market diversification opportunities. Mackay
offers additional diversified exposure to the booming Australian resources sector.”

“This is very much a case of the right deal at the right time. We’ve monitored this situation closely over the last year since privati-
sation by the Queensland Government, and we’ve now been able to take advantage of a rare opportunity to enter the Australian
airport market alongside key partners (Infrastructure Investment Fund, advised by JP Morgan Asset Management; and The Infra-
structure Fund, managed by Hastings Funds Management, the largest airports funds manager in Australia).”

NQA Chairman, Jason Zibarras, welcomed Auckland Airport as a proposed new shareholder and said his Board of Directors was
looking forward to forging a new aliance.

“As an airport operator investing in NQA, Auckland Airport will bring additional expertise. Their proposed investment is a wel-
come mark of confidence in the outlook for Cairns and Mackay,” Mr Zibarras said.

Mr Moutter said the Cairns/Mackay investment is relatively modest (around 5%) as a proportion of Auckland Airport’s total assets.
“Auckland remains our core business. Our commitment to continuing to be one of the 10 best airports in the world and developing
more air services to help grow New Zealand tourism and trade won’t be changing.”

Auckland Airport would become the only airport operator shareholder in NQA. Its shareholding arrangements would enable it to
exercise strategic and operational influence and drive benefits from joint air-services development and operational expertise shar-
ing across al three airports.

Mr Moutter added, “Cairns has been underperforming due to the decline in some key markets such as Japan. However we believe it
is poised for a strong rebound, driven by improving tourism demand, recently announced new air services, new Federal Govern-
ment initiatives to encourage foreign airlinesto fly to and beyond regional international airports such as Cairns, and more than
A$45m of committed government tourism support.”

“We believe this is a good move for Auckland Airport and New Zealand and Auckland tourism”, said Mr Moutter.
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Source: Investment in North Queensland Airports Investor Presentation — Extract (11 January 2010)
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Income statemeant
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s rereaniis 13,4558 11,784 14,233 12,644
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Gporating axpanson
Stat 24 533 e b 26,860 24,024
Rapairs and mantanance 0T 22 087 ELRE L 184648
Ratsa and insurance T8 8271 5703 5,482
Crihwwr 1F.185 1333 13410 13,232
Total operating expenses 76,194 Iy BS GRS B1,207
Drllu mling] | batorm inlaral. bnssling
anil doprecintion [Oporwting EGITDA) a75,88 42718 R0 I 421,618
Ivesamiant proparty fair vale Incraases k3.2t T4 1ED - -
Costs relating fo oenaship proposals 9,588
Total eamings before intorest, taxation and 279 G0 E2ATE 243,161 221,618
depreciation (Total EBITDA]
Depmciation A5 BT 43184 36 4 1,866
Exarnings bafore inberesd and taxnficn (EIIT) D00 L e o S5 180,523
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Profit after taxation 112558 230 Bl 105,155 105,841

Mote: S0, 5008 and 2007 have besn prepared undar KEZ IFRS and the other years ae epanied under previous WE FRS.
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Financial analysis ‘09

The following is an explanation and analysis of
the revenue change between 2008 and 2009
summarized from the Annual Report 2009.

Airfield Income

The small increase from 2008 to 2009 was pri-
marily due to a 2.5 percent increase in
MCTOW landing charges from 2008, offset by
a 1.5 percent decrease in total MCTOW vol-
umes.

Passenger services charge

The passenger services charge (PSC) is lev-
ied on international passengers 12 years old
and over. From 1 July 2008, the PSC changed
from $25.00 for each eligible departing pas-
senger to $13.00 for each eligible departing
and arriving passenger

The decrease in the PSC revenue was driven
by a decrease in international passenger
movements of 2.2 percent offset by the PSC
charge increase.

Terminal services charge

The terminal services charge (TSC) reflects

a rental for space and cost recoveries from the
airlines for international terminal operational
areas. This primarily resulted from an increase
in the applicable space in the international ter-
minal

Retail

The company earns significant revenue from
its retail concessions, including duty free and
specialty stores, foreign exchange, and food
and beverage outlets.

Retail income per international passenger
(including transits and transfers) was $14.31
in the 2009 year, compared with $13.19 in
2008. The increase primarily reflects

higher revenue from duty free operator DFS in
circumstances where DFS, as the proposed
sole duty free operator, had the ability to se-
cure the trading benefits of scale and range of
products available through that model.

The renegotiation with DFS to efficiently se-
cure space for a second operator was com-
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pleted this year and the revenues for 2010 will
be lower. This, combined with the potential im-
pact on trading from the disruption caused by
construction work in the departures area, has
resulted in market guidance for retail revenue
in 2010 to be in the range of $90 - $93 million.

Property rentals

Auckland Airport earns rental revenue from
space leased in facilities such as terminals

and cargo buildings and stand-alone invest-
ment properties.

The increase from 2008 to 2009 was largely
due to positive rent reviews and improved re-
coveries of outgoings, along with some addi-
tional rentals from properties completed in the
period.

Car parks

At 30 June 2009, the company had parking
facilities for 8,188 cars, compared with 7,967
parks at 30 June 2008. The increase in park-
ing capacity was achieved due to the creation
of the ‘Park & Ride’ car park. In an increas-
ingly competitive parking environment, the
‘Park & Ride’ facility has exceeded expecta-
tions in its first six months of operation.

Utilities and general

This category includes utilities (sale of electric-
ity, gas and water), rates recoveries from ten-
ants, transport licence fees, and other miscel-
laneous revenue items. The increase from
2008 to 2009 largely resulted from increases
in telecommunication network revenues and
higher transport licence fees for a new licence
period.

Associated company

The company partners with the United States-
based international food and beverage opera-
tor, HMS Host Inc, in a joint venture to operate
food and beverage services at the interna-
tional terminal. The decrease in revenue re-
flects the adverse impact of trading during the
construction work for the redevelopment of the
landside food and beverage area within the
first floor of the international terminal.
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Mote: 2008, 2008 and 2007 have beer pregared under NZ IFAS and the other years are reparted under pravicus NZ FAS,
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Moes: 2008, 2008 and 2007 have bean prepared under NZ IFRS and the atfer yesrs ae reporied under previous NI FRS.



Five-year
summary

Key performeance indicators Lt L] ooy 3008 2005
Finamncial performanso
Undayng operting EBITDA marin {%) TN Ta s A A
Lindarying attor-tax reburn on capial smpicyed (%) B, B LN £
Underiying sarings par sharg joams) * B4 B g7 a.44 aEs
Fimarcial pasition and gearing
Dantant + aopily [%)] a5 58, A2.1% T E= 49,
Dat A indethying ERTOA (Diperating) flbmes) 35 x5S 358 a0
Lingderdying ERMTIA inlens] e [l F42 RES 416 =Tre]
Bl Bangibls suests par s 155 157 1.52 07
Operatsng officiencise
Passengers par Gperating stafl = 4320 45 B0 43,404 3774
Uiprarting rmeenun por aveape operaiing s 5 1967 645 1,744, 10 L FE R HER
Operting revenue per pasasnger (8 b o0 2534 2512
Total retai mevenus: par riomational passenger 5 = 1318 1287 A4 134T
Car park revenun per possengor (5 23 226 a2 214
‘Underkang cpamting slaf costs‘oparating novwem.e (4} B.a% g.1% a5% BN
Capital expenditure 2006 2007 2006 206
3n 3 &y &
Airfisid 1T 02 ant 513
Inlarretiorsd lnnringl B #41 128 s
Dexrnessdic 1erminalky g prut | 4.2 11
Carparking 4.0 a5 168 13
Indrestroc s and alhar 155 120 BB a4
Propery desslopment BT 180 | Fati
Toital 14F 5 1052 ieE 1278
Passenger, aircraft and MCTOW 2008 007 SO0 20605
Passongor moyoments
Internaticna [0 HEkS b e 1 Fl (e G830
Comestc B, 7 alig G000 T 4. 6055 148 4,850 8 &
Asrarnft movements
inbarnatianal A 30 LK 28 ThG EREEL
Domasic 10457 117 e 122 140 115 e
BMCTOW (tonmas|
Intarnatcnad 4,1 20430 & DA 21 4 1EE RS 4, L] REZ
Dommgshic 4 1 561 Bl 1 B 1,506,512
Passenger and alreraft statisties 20 i) k1!
Chirgg:
Cargd tunnnge=
irnernitionsl Feight and mail 155N 142
Domestc Insgil ond mal by LR T2
Total treight and mail 1y AGE

16




THE UNIVERSITY OF AUCKLAND BUSINESS SCHOOL

CHAMPIONS TROPHY CASE COMPETITION 2010

g THE UNIVERSITY
OF AUCKLAND

BUSINESS SCHOOL

Champions Trophy Case Competition

AUCKLAND AIRPORT
MARKET RESEARCH REPORTS

Photograph: Auckland Airport Duty Free

The following has been extracted and summarised from the Boeing
Current Market Forecast 2009-2028, IATA Economic Briefing, Statistics
New Zealand and the annual report of individual Australasian air-

ports
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World air travel has grown 5.3% per year

since 1978
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Air travel growth has been met by increased
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Current Market Outlook 200592028

Oceania (Australasia)

Competitive marketplace

Mesy players continue i emer Joeanis markiots as couniries

m e region axpand air sernces agreemants, Auslialia and the
Linitad States sigred an opsan skies agresment in 2008 ard the
number of carrers Iniha rans-Pacilic markel promplly expanded,
Recert entrants inlo Austraian intermational markats inchda
saveral Middis Easl carmars, young low-cost long-haul operators
b W Australia ard Sirfeis X ard Della A Lirss, This additions)
capacily, coupled with the waordwide decine in premium dermand,
has waskensd vislds in intemational marksts, Expanding LEE
aoerations in Australia and MNew Zaaland are compressing proefits
i domasic markals as wel, Camers with low costs and minamal
pramium servicas are faring bast in the cuerent economic
arnirmnmeant, and traditional camiers are working hard

ta streaminge ther buenesses

Future potential

While today's chellenges ars considerable, the futurs posentssd

of the Coeania commescial air market s great, Adr fraved growthis
forecast 10 average 5.1 percent per vear over the next 20 years,
skghily higher than the wond average, A transpoet i fundamenis
1o fawsrizm and inteenational frade, major drivers of the region’s
economy. Mew, efficient single-aisle airplanes on order by the

regeon's airings will support continued expansion of LOC operations,

Mew mrid-size iwin-aisks airplares with increasesd range will erable
alrfines o apen more direct markets, Norih America, China and
Wickie East routes will graciaally gain rrarket share against
lcdary's dlamirant inira-Oceanid marked

Tha greates! incrameantal traffic grows B wall B bslwean

Oesards and Southaast Azia. By 2028, alr traffie in this madet
will nesarly equal fraffic within Oceania, thanks (o Tewer ar sarvice
redpations, new Tracds agreamants and Soulhsas! Azia's prirmes
incabor a2 a cormectng point to Europs. In February 2009,
ABEAMN, Austrais and New fealand signaed a frea trade agreement
that wall strangiban commencel les among 1he parlicipating
countries. Europe continues to be an important economic partner
tor the caunbries in Coaania, with strong markets for foundam,
sanices and commenial goods, reinforced by cultursl, politicel
and parson-ta-pearsan es. Maw Zealand & in ragodistions with
the Europsan Union to develop a full air services agresmeant with
all memiber slates. Mew F=aland atsa sigrad an open skiea
agreement with Canada in July 2009, which will i restrictions

o frecuienches In this mackeat,

Coaprpviggial 0005 By A FfTh) i il
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IATA ECONOMIC BRIEFING OCTOBER 2007

PASSENGER AND FREIGHT FORECASTS
2007 TO 2011
KEY POINTS

A 1ATA's lafest forecast, based upon a comprehensive survey of the aifdine industry, shows that passenger and freight
damand growth il continue 1o provide a pasitive Boost to arling revenues over the five yvears 1o 2017, However,
the profibe of growth will differ, Compared to 2006 growth fevels, infernational passengsr growth s expected o slow
slightly, domsastic passenger grorwth to improve slightly and intermational freight growth to remain at a similar leveal.

A iMemational passengsr vodume growih has passoed 113 poedk level for the curment cycle, Bub will remain stnong.
Imernational alr passenger numbers are expected o grow at an average annual growth rate (AAGR] of 5.1%
between 2007 and 2011, lowear than the average rate of 7.4% seen bebween 2002 and 2006, Demand growth will
ba weakened by slightly skower global economic growth, but will atso be boosted by the liberalisation of markets and
the emergence of new mules and senvices, Domestic passenger growlh & expected Lo pick-up shightly, bed by
strong grawth in the Chinese and Indian domestic markets, Domestic passemger numbers are forecas! to grow at an
AMGH of 5.3% betwasn 2007 and 2011, higher than the average rate of 4 4% seen batwean 2002 and 2006.

A On tha freight side, intarmaticnal air freight traffic is forecast to increase at an AAGR of 4.8%, lower than the
average growih of 6.2% seen Dobween JO0E and 2008, bul simdlar to ks 2006 growih level of 2.0%, Frelght demand
is driven by economic growih, globalisation and trade, but afso faces increased competition from other modes such
as shipping. The mast dynamic freight markats are those associated wilh economies that are bath fast-growing and
rapidly integrating oo the ghakal ecanamy

A Aidines are in a better financial position than thay ware Tive vears ago. But the challenges of the last five years have
l=ft the industry with little or no financial safety-net. The nexdt five years offer significant demand growth opportunities
for airlinas, but competition for that growin will ba sirong as new capacity increases at an increased rate. Furiher
cosl efclencias, rational capacity managament ard greater oparational flexbdity are necessary 10 fransiate the
impravements already achieved inte a stable and profitable industrny over the next five years

A The airline industry, and these forecasts, remain exposed o saveral risks, ranging from temnporary negative mpacts
ia.g. sacurty scares) o high fuel prices and slower than expected growih in the global economy. Thesa risks,

several of which are beyvond the indusinys dirget confral, mean that further valatility cannct be discounted. However,
the fundamental faciors driving grawith for both passengars and freighi rernain reasonably positive

i} International Passenger Growth and Global GDP i} International Freight Growth and Global Trade
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T a Ecamarmie Briefing
Ccicher 2007

OUTLOOK BY REGION

A Hagmnal differences |n passenger gronvth rales will largely rofieet differences in reglonal economic growth and the
strucivre of each reaional markel. The Middle East, developing econamies in Asla and, to a lesser extent, Africa will
be boosted by strong GDP growih, along with significant new capacity and new routes, Eurcpean growth will be close
to the average, though Eastern Eurcpe will 52a a more rapid axpansion. Relatively low Latin Amearican growth reflects
fowar demand growth on key markets to Morth America and within the region itseif. Morth Amearica is expected to be
the slowest grawing ragion, reflecting both mature markets and cyclically slower growth in the US econamy.

A The pattern of forecast grawth in freight traffic cosely follows expected grewth in regional economies and frade flows.
Routes finked with Asia Pacific, and China and India in particular, are forecast fo show particular strength, Middle
Eastam air freight is also expectad to show strong growth, as the region’s carmriers take advantage of the current
strong purchasing power for the region provided by high oil prices o increase capacity on existing and new routes.

Average Annual Growlh Rate (AAGR) 2007 te 2011
Fassanger Mumbers Frasght Tonnes

TOTAL DOMESTIC 5.3% -

TOTAL INTERMATIOMAL 5.1% 4.8%
Adrico 2.8% 4 8%

Asgia Pacific 5.9% 5.4%
Europe S.0% 4.3%
Latin America'Caribbean d.4% & 2%
Middia East &.8% 5.0%
Marth America 4. 2% 3.9%

GLOBAL AIR TRAFFIC SHARES IN 2011

A

Sirong growih in Asia Pacific will see iis share of global passenger fraffic increase from 23% in 2008 o 27% of the
global total of 2.75 billlon passengers in 2011, This is equivalent Io a 278 milllon increase in annual passengers within
the Asia Pacific region over the five yvears. it will have a higher share of the global market than the US domesbc
rmarkel, theugh will still be slighthy sraalier than the Morih American market as a whale,

Imternaticonal air fresght wolumas will continue to daminated by Asia Pacific, Fraight within Asia Pacific, babween Asla
Pacific and Marth America and bebtween Asia Pacific and Europe will account for 57% of the 36 millicn fonnes of
international air freight ionmes in 2011, up from 35%% in 2006. Howaver, the majority of this growlh is expected to be
on the outbound leg from Asla Pacific.

i} Global Air Passenger Shares in 2011 ii) Internaticnal Air Freight Shares in 2011
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International Air Passengers by Port
Year ended December 2007

Note: Figures are derived from a sample of arrivals and departures.

(1) The New Zealand airport is where a passenger passed through the customs clearance.

New Zealand airport® Arrivals Departures Total
(000)

Auckland 3,214.8 3,248.0 6,462.8
Hamilton 49.5 48.6 98.0
Palmerston North 35.2 354 70.6
\Wellington 298.1 297.4 595.5
Christchurch 817.2 792.8 1,610.0
Dunedin 37.7 37.3 75.1
Queenstown 29.9 28.1 58.0
Other 0.5 0.6 1.1
Total air passengers 4,482.9 4,488.2 8,971.0

Source: Statistics New Zealand

Arrivals and Departures by Sea

2005-2007
Year ended Dec Arrivals Departures Total
Cruise®®
2005 19,780 23,328 43,108
2006 29,758 31,701 61,459
2007 32,018 29,017 61,035
Other sea®
2005 5,453 5,852 11,305
2006 4,292 5,380 9,672
2007 5,198 4,615 9,813
Total sea™®
2005 25,233 29,180 54,413
2006 34,050 37,081 71,131
2007 37,216 33,632 70,848

(1) Only passengers who begin or end their cruise in New Zealand are included. Other passengers are regarded as transit

passengers and are not counted, even if they leave the ship for periods while it is in New Zealand.

(2) People belonging to a ship's or vessel's crew are excluded, unless joining or leaving the crew in New Zealand.

Note: Figures are derived from a sample of arrivals and departures.
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Overseas Cargo Unloaded by Port™'
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Airport pulls back on new runway (extract)
By Grant Bradley

29 August 2009

New Zealand Herald

NZHLD

English

(c) 2009 The New Zealand Herald

Auckland Airport is putting the brakes on building its northern runway to save $9 million this year as it forecasts a
weakening in underlying profit due to soft passenger numbers.

The company said the operating environment was "brutal" and it was not certain whether the aviation sector was
through the worst.

Chief executive Simon Moutter said he took the helm just as world markets collapsed but had finished the year in
good shape.

While the current year's forecast profit was down with passenger volumes likely to remain subdued, the prospects for
the 2011-2012 financial year were better.

"What we have indicated is that with some return to growth in passengers the outlook is very favourable."
Mouitter said the northern runway would be deferred for 12 months to allow passenger volumesto catch up.

Thefirst stage of the runway was due to be completed by 2011 but had no direct connection to providing Rugby
World Cup infrastructure as it was a narrow 1200m runway suitable only for small commuter planes.

Construction began last spring and was well ahead of schedule and theoretically could be finished on schedule if pas-
senger numbers picked up markedly against the trend.

"We must carefully ensure the additional infrastructure capacity is delivered on time to meet future tourism and trade
demand - not ahead of or behind this demand."

The company would have to spend $2 million preserving work already underway and demobilising the contractor. The
pause would also give the airport time to clarify with the Commerce Commission what val uation methodology would
apply to the runway.

The deferral for six months of some aeronautical charges for airlines would cost it $2 million.

Moutter said the company was working with several more proactive airline customers to help drive the aviation mar-
ket.

Air New Zealand, the company's biggest airline customer, and often its biggest critic, has praised the airport athough
it still has underlying issues with its cost structure.

The airline's chief executive, Rob Fyfe, said on Thursday the relationship with the airport was improving.
"In contrast to some other airports we're being treated more as a customer rather than a cow to be milked."

Moutter said although Pacific Blue and Jetstar had begun new international services during the past year, long-haul
route devel opment work took more than 18 months to show up in results.

The airport has come off afive-year intensive building programme costing $500 million but had reduced spending
over the last year to $87.5 million, which had been invested in arange of airfield, terminal, retail and property pro-
jects.

Those included completion of Pier B of the international terminal, the opening of new off-terminal parking, ongoing
work on the northern runway, and a start to first-floor redevelopment at the international terminal.

The airport saysit will pay afully imputed final dividend of 4.45¢c a share, bringing total ordinary dividendsto 8.20c a
share. Its share price finished up 1c at $1.76.
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Sitework startson new airport hotel
By Grant Bradley

489 words

30 October 2009

New Zealand Herald

NZHLD

English

(c) 2009 The New Zealand Herald

Auckland Airport hopes work on its joint venture hotel next to the International Terminal will start in December.

Preliminary site work is under way for the $80 million hotel, expected to be finished in time for the 2011 Rugby
World Cup.

At the airport company’s annual meeting chief executive Simon Moutter said the hotel was the first project in an ac-
celerated property development programme.

The airport earns around 55 per cent of income from its non-aeronautical business (including retail) and has around 50
years supply of prime commercia and industrial land available.

The hotel is a new approach to devel opment for the company, given that it will have a 20 per cent stake in the 260-
room four-star-plus property. The other partners are Tainui Group Holdings and Accor Hospitality. Traditionally the
airport has not taken a direct stake and simply charged ground rent.

Moutter said the project was conditional on financing and getting a construction bid that fitted the business case.

"They were both conditions we were confident about. We're now clear we've got a path to finance and we just wait for
construction bids."

"If we get abid that fitsinside the envelope we'll be all go.”
Chairman Tony Frankham said the company was on track for an after-tax profit of between $93 million and $100 mil-
lion in the 2009/10 financial year. "Forecasting is difficult when global travel demand conditions are unstable and pas-

senger volume growth remains uncertain.”

For the first three months of this financial year international movements were up 1.2 per cent to 1.6 million and do-
mestic passenger movements up by 5.1 per cent to 1.5 million.

Frankham said the company would continue to remain "fully engaged" with the Commerce Commission consultation
process that is working towards a new information disclosure regime at Auckland, Wellington and Christchurch air-
ports.

Any regulatory regime covering what the company can charge in landing fees needed to take into account the airport's
role as atourist gateway.

Frankham said that for every million passengers arriving, $2.5 billion was pumped into the New Zealand economy.

"We do not wish to become mired in debates among economists and lawyers and risk losing sight of the bigger prize;
that is, our potential to contribute to a recovery from recession by stimulating trade and tourism."

In response to questions about access to the airport, Frankham said he shared the frustration of fellow commuters.

"I find the transport from the airport to the city most infuriating as more often than not | leave the airport at five
o'clock and get clogged up and take an hour and a half to reach the city."

Auckland Airport shares closed down 1c at $1.97.

25



Digital fast-track for travel

By Kara Segedin

257 words

4 December 2009

New Zealand Herald

NZHLD

English

(c) 2009 The New Zealand Herald

Transtasman travel has become alot easier with the introduction of the SmartGate system at Auckland Airport.
Prime Minister John Key became the first person to sign in with the new technology yesterday.

Customs NZ deputy controller John Secker said the opening of Auckland's SmartGate was the biggest development in
border processing in 20 years.

Passengers with Australian or New Zealand electronic passports can now fast-track into the country by using a new
automated system.

Travellers scan their passports at a kiosk, answer questions using a touch screen and are issued with aticket.
At the gate, a camera scans the passenger's face using biometric facial recognition technology.
If there is a match with the image stored in the passport, the gate opens.

It is hoped the system will make arriving at Auckland Airport a more pleasant and rapid experience, and improve se-
curity.

Auckland Airport chief executive Simon Moutter said the SmartGate gave travellers more choice and control.

“*Making international travel easier will help grow international tourism and trade which will help in New Zealand's
economic recovery."

Mr Key said the system was now only for New Zealand and Australian passport holders, but it would eventually be
available for all passengers.

There were also plansto introduce the technology to other airports.

““In my view, tourism is going to be the largest export earner New Zealand has," he said. “"In the years ahead, we are
going to see more people travelling to New Zealand."
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Capital gains new businesslounge for airborne masses
By Grant Bradley

251 words

11 December 2009
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(c) 2009 The New Zealand Herald

Wellington Airport will next week open a business lounge for one-off use by the masses - for a price.

Its new "Wild at Heart Lounge" overlooking the Tarmac will open on Tuesday, with admission costing $19 over the
next three months.

It will then go up to $25 athough subscription options will then become available.

Up to 85 travellers will be able to graze on a selection of light food changed throughout the day and " boutique-style
wines and beer with alocal flavour where possible”, a spokeswoman said.

Besides food and drink it will have newspapers, magazines, Wi-Fi and office facilities as well as showers.

The lounge will be popular with Pacific Blue and Jetstar business travellers who are not members of the Koru Club
run by Air New Zealand. Koru Club individual charges, including ajoining fee, are listed at $745 for individuals and
$595 for corporates.

Wellington Airport chief executive Steve Fitzgerald said the new lounge could be used as a place to meet guests and
colleagues.

"CEOs and CFOs of Wellington businesses and organisations have told me that they would like to see alounge facility

available for all businesstravel, supporting company policies of 'best fare of the day'," he said.

The lounge is on the second level of the main terminal. A spokeswoman said although the lounge was tailored espe-
cialy to meet business travellers needs, it would be open to anyone, including children.
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More passengers help Akl Airport profit outlook
11 December 2009

New Zealand Herald

NZHLD

English

(c) 2009 The New Zealand Herald

Auckland Airport is expecting 2010 net profit to be at the high end of its previously announced range, between about
$93 million and $100m, mainly due to improving passenger numbers.

Total international and domestic passenger numbers for the first five months of the 2010 financial year had been ahead
of its previous planning assumptions, the company said today.

The improved passenger volumes had been seen consistently in the past three months, providing confidence in the
sustainability of the improvement.

But the passenger benefits had been partially offset by landing charges running lower than originally assumed as air-
lines reduced the average size of aircraft, Auckland Airport said.

The company also said that despite encouraging signals of returning stability and confidence in the aviation sector, it
had decided to hold landing fees at current levels for another two months.

Aeronautical charges had been due to rise from last July, with international and domestic landing fees dueto rise 2.5
per cent and the passenger service charge (PSC) paid by international passengers due to rise from $13.00 to $13.50.

But due to challenging conditions in the industry, international landing fees were discounted by about 5 per cent and
domestic landing fees were left unchanged, although the rise in the PSC was implemented.

Today, the airport said it would revert to the 2009/10 pricing schedule from March 1.

- NZPA
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Morethan awharf needed to encourage cr uise ships (extract)
11 January 2010

New Zealand Herald

NZHLD

English

(c) 2010 The New Zealand Herald

For 17 days last year, up to 2000 passengers got off their luxury liner and stepped onto a wharf with atin shed and
little in the way of basic services.

Welcome to New Zealand and Auckland's Queen's Wharf - party central for the Rugby World Cup if you are talking
to Prime Minister John Key, or a poor excuse for a second cruise ship terminal for the country's largest and most im-
portant cruise port if you are talking to cruise industry lobbyist Craig Harris.

"It's one of our mgjor concerns at the moment. Would we treat people at an airport like we treat cruise passengers? We
are light years apart.”

Harris who manages cruise ship port calls through his business McKay shipping and is chief executive of cruise mar-
keting group Cruise New Zealand, says the cruise business has grown phenomenally but supporting infrastructureis

struggling to keep up.

In the 1996/97 cruise season fewer than 20,000 people visited New Zealand by cruise ship. By 2008/09 it had grow to
arecord 116,000.

This season the numbers are expected to be down to 105,000 as the result of one liner delaying its cruises until next
year as aresult of the economic recession.

But Harris says next season - which starts in October this year - will be another record breaker with cruise visitors
expected to top 130,000 people.

Harris says the number of cruise passengersis growing worldwide. In New Zealand, the mgjor growth has been driven
by more Australians wanting to travel by cruise ships.

The recession had caused atravel division with American and European travellers pulling out of cruises and Aussies
increasing in numbers.

Australian cruise passengers have grown from 26,000 to 42,000 in the last year alone.

"We are getting more and more ships coming from Australia and visiting New Zealand," says Carnival public relations
manager Anthony Fisk.

Rather than hindering business, Fisk says the recession has helped the cruise industry continue to grow.

"People like the inclusive nature of it, as well as safety and the ability to wake up in a new destination each day."
And now things are picking up again Fisk does not see that changing. "We see cruising will keep on growing."
But with the growth has also come challenges to keep up.

"The challenge for New Zealand is to ensure there is enough infrastructure put in place and to give an experience that
will make people want to return.”

Fisk said there was a marked difference in the facilities available for cruise ships throughout the country. "Some are
just basic wooden wharfs while others are designed for cargo drop-offs, not passengers.”

But there had been some improvements.
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Airport forges Cairnslink

683 words
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JENNY KEOWN

AUCKLAND International Airport (AlA) aimsto attract more Australian and Asian low-cost airlinesto grab alarger
dlice of the Asian tourist market through taking aa $166 million, 24.5 per cent stake in North Queensland Airports
(NQA).

But analysts say questions remain about whether the purchase of a stake in the firm that runs Cairns and Mackay air-
ports would deliver on the AlA'saims.

The deal will be funded via debt and equity for settlement tomorrow conditional on NQA's financier approvals.

AlA chief executive Simon Moutter said yesterday that the deal would enable it to work with Cairns as a strategic
stepping stone to strengthen air connections between Asiaand New Zealand. The airport's position on the NQA board
would allow it to present "beefed-up proposalsto airlines’, such as promoting Cairns and Auckland as dual tourist
destinations for Asia, he said.

"New-entrant airlines don't really know much about the market, and want to know if they can fill their planes. Airports
are often in discussions with each other about routes but it's often fragmented.

"Some of these airlines are huge businesses by New Zealand standards and have airports around the world pitching to
them. Y ou've got to do a better job of it and make it easy for them, because we're not the easiest destination to get to,"
Mr Moutter said.

It would cause a small amount of earnings per share dilution, ahead of an expected rebound in international passenger
numbers, he said. But it would be "strongly value accretive', he said, offering an equity return of about 15 per cent,
with an 11 per cent cost of capital.

Within five years, the potential benefitsto AIA are estimated to be 100,000 passengers annually, delivering earnings
before interest tax, depreciation and amortisation of up to $2.3m a year and over $100m to the economy annually.

But First NZ Capital analyst Rob Bode said whether AIA's deal would attract more international low-cost airlinesto
New Zealand was unclear. "Any earnings dilution will be quickly made up if it can add to its case to attract low-cost
carriersto New Zealand. But whether that can be substantiated is an unknown."

AlA's shares closed yesterday off 6¢ at $2.02.

Mr Bode put the fall down to uncertainty about how long earnings would be adversely affected because of the pur-
chase.

Mr Moutter said the deal was a modest-sized investment, and represented 5 per cent of AIA's assets.
He acknowledged there were different views on how much influence AlA would be able to wield, but estimated
"meaningful benefits' within 18-24 months.

"That's the sort of time it takes to build a relationship with airlines and open new routes.”

AlA planned to communicate clearer objectivesin a month once it's had discussions with other investorsin NQA, he
said.

Mr Moutter said it was confident in the "turn-around story" at Cairns Airport, the gateway to tropical North Queen-
dand, including Great Barrier Reef and Wet Tropics Rainforest. The airport's international passenger volumes fell
from 1m ayear in 2007 to 500,000 in the 2010 financial year, but were expected to rebound from an increase in Asian
inbound tourism.

The airport has a new long-term strategic agreement with Asia- focused Jetstar and the Australian Federal Government
has announced tourism and airline support packages.

Mackay Airport was an access point for the Bowen Basin, one of the world's largest coal -mining areas. Standard
Poor's said yesterday AlA's acquisition reduced its capacity to undertake further "step out” opportunities at its A - rat-
ing in the short term.
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