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This Statement of Intent provides an overview of the planned objectives and
activities for the Company for 2009/10. Following the Council decision to
transfer the Waterfront Project to Council from 1 July 2010 (subject to further
review in mid 2010) this Statement of Intent covers the one year period to 30
June 2010 only. Detailed objectives and activities are described more fully in the
Company’s annual Business Plan. The key performance indicators which the
Company reports on guarterly to the shareholder are attached in Appendix 1.

1. THE WELLINGTON WATERFRONT FRAMEWORK (The Framework)

Wellington Waterfront Limited is a Council Controlled Organisation (CCO)
established to implement the Wellington Waterfront Framework. The
Framework, which outlines the City’s vision for the waterfront, also includes
criteria for the development of each area of the waterfront and is the Company’s
principal guiding document.

The vision, themes, principles and objectives for the development of the
waterfront, contained within the Framework are as follows:

Vision

Wellington’s Waterfront is a special place that welcomes all people to live,
work and play in the beautiful and inspiring spaces and architecture that
connect our city to the sea and protect our heritage for future generations.

Themes, values and principles

A number of inter-linking themes reflect areas of high public interest in the
future of the waterfront. They are developed for the waterfront as a whole and
for each of the individual areas:

u  Expression of heritage and history

= Expression of Maori heritage and presence

= Sense of place for Wellingtonians

= Diversity of experience

= Sense of collective ownership and involvement
= Experience of space and openness

e Ease of access for all

®  Areas of the waterfront
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There are five distinct areas on the waterfront. Each precinct has its own
character that relates to both the built form and open spaces and reflects the
close proximity of the area to the central city:

s Kumutoto

s Queens Wharf

®  Frank Kitts Park

®  Taranaki Street Wharf
= Waitangi Park

Overall objective

The Company’s overall objective is to fully implement the high level concept plan
articulated in the Framework. In doing this the Company will:

= Develop a waterfront that is locally and internationally recognised for its
design

= Develop an attractive waterfront that is accessible, safe and caters to a
wide range of activities for locals and visitors

® Celebrate waterfront heritage, maritime activity and history, and the
city’s cultural diversity

= |ntegrate the waterfront with the adjoining city and harbour

= Complete the design, consultation, funding and planning requirements of
the waterfront development by 30 June 2010, within budget.

2. OPERATING LEGISLATION

Wellington Waterfront Limited (the ‘Company’) was established as the
implementation agency for the Waterfront Project and reports to the Council
Controlled Organisations Performance Subcommittee (CCOPS) which monitors
the ongoing operational performance of the Company against agreed targets,
project milestones and performance.

Wellington Waterfront Limited has the following main legislation / authorities
under which it must operate:

= Wellington Harbour Board and Wellington City Council Vesting and
Empowering Act 1987

= Constitution of Lambton Harbour Management Limited (now Wellington
Waterfront Limited)

= QOverview Agreement between Wellington City Council and Wellington
Waterfront Limited

u  Board of Directors’ Charter
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= The Wellington Waterfront Framework (the ‘Framework’)

The Company is appointed by the Wellington City Council {WCC) as its
implementation manager of the Lambton Harbour Development Project (the
‘Project’).

The Project is defined in the enabling legislation as meaning:

"The implementation and promotion of the concept plan and includes all
works and activities:

(a)  Within the Lambton Harbour Development Area; and

(b) Outside the Lambton Harbour Development Area in respect of land,
airspace, or subsoil used as a means of ingress or egress, plaza, terrace,
podium or for other purposes associated with or incidental to the
Lambton Harbour Development Area."

Foreshore & Seabed Act 2004

Following representations from the Company and WCC the Government has
included a special provision in the Foreshore & Seabed legislation to ensure that,
should there be any conflict between its provisions and the 1987 legislation that
established the Lambton Harbour Development Project, the 1987 legislation will
still apply. This provision ensures that there is no legal impediment to the
development of the Company’s seabed titles in line with the Framework and the
original legislation.

COMPANY ETHOS
The Company will exhibit at all times, consistent with the conduct of a successful
business, a sense of social responsibility and environmental sustainability and

have regard to the interests of the community.

The Company will strive to be a good employer at all times and has adopted
appropriate equal employment opportunity policies.

The Company acknowledges the valuable contribution the Council makes
towards the operation of the Waterfront.

The Company adopts a no surprises policy whereby Council is informed of any
significant issue thus allowing it to manage risk.
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4, NATURE AND SCOPE OF THE ACTIVITIES TO BE UNDERTAKEN

Over the one year timeframe of this Statement of Intent, the Company will
exercise its responsibility as implementation manager of the Project for
Wellington City Council.

Management services of the following types (all in relation to the Project), will
be undertaken:

= Prepare an annual business plan covering implementation tasks and
project operations. The business plan will support Council’s Waterfront
Development Plan and will be approved annually by Council and
recognises the strategies and objectives outlined in this Statement of
intent. '

= Complete an intensive planning phase that adopts an approach of
generally completing all planning requirements. By June 2010 plans will
be developed for sites 8 — 10, Shed 6, Queens Wharf, Queens Wharf
outer-T and Frank Kitts Park. Resource consents will be applied for sites 8
& 9 and Frank Kitts Park. A completed master plan for Queens Wharf will
inform a distinct plan variation. Due to the political environment within
which we operate, it is not possible to provide any definitive timing
indications around the receipt of resource consents. Our expectation is
that resource consents, even if granted, will be the subject of appeal.

= Manage day-to-day operations on the waterfront, including general
property management ie leasing, cleaning, maintenance, and security as
well as the management of the Waitangi Park market. A detailed Asset
Management Plan has been developed.

= Advise the appropriate Council committees on all aspects of waterfront
development, including budgets, development phasing, technical
information, costs, feasibility and commercial issues.

= Commission work on detailed designs based on approved performance
briefs, followed by the selection and appointment of designers.

= Market waterfront sites and properties as appropriate to get the best
return for the Council (within any constraints imposed by the
development plan). The commercial return received from these
properties is used to fund the public space expenditure on the
waterfront. This commercial return is in addition to the agreed WCC
funding.
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= Act as the contact point for anybody interested in a private development
project on the waterfront.

= Negotiate and manage contracts for the design and construction of public
space.

®  Negotiate and manage contracts and leases for all building development
sites and the refurbishment and re-use of existing buildings.

= Develop long term plans for the operation of the waterfront at the
conclusion of the Project.

= Develop plans that include extending the scope of the Company to
beyond the Lambton Harbour Development Area — eg Land Development
Agency.

= Maintain and refurbish wharves and supporting infrastructure.
The Company is responsible for ensuring that:
® |t complies with governing legislation.

= For its part, an open and effective basis for consultation and co-operation
is maintained with Council.

e The waterfront is clean, safe and well maintained.

= Council has relevant and timely advice to inform its decision-making. This
will include financial advice and will involve WWL maintaining a financial
model for the waterfront.

= The management of the business and its assets within budgetary
constraints

= Contracts entered into are appropriate to deliver the desired outcome
and reflect Council's Policy.

= Public space development projects are delivered to plan, on time and on
budget.

Specific proposals for the services to be undertaken, including the particular
public space developments and commercial developments proposed, are
included in the business plan for the Project.

Any proposed developments will be consistent with the principles laid down in
the Wellington Waterfront Framework.
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5. TRANSITIONAL ARRANGEMENTS TO WCC

On 1 July 2007 Council assumed responsibility for the maintenance of Waitangi
Park and the events facilitation on the waterfront. The Company assisted in the
smooth transfer to Council and will use this experience to plan for the final
transition.

In December 2008, following an extensive internal review of Wellington
Waterfront, Council passed the following recommendations regarding the
implementation of the next stages of the Project:

= |mplementation of the Waterfront Project is to be transferred to and
undertaken by the Council from 1 July 2010;

=  Prior to transferring functions the Council will review whether market
conditions warrant reconsideration of the preferred implementation
option; and

= The Council will review the accountability documents relating to
Wellington Waterfront Limited.

The Council currently provides WWL with $1.65 million per annum which funds
the management and governance processes.

WW.L has reviewed its governance and operational structure to better align with
the anticipated work programme. It has reduced the size of its board and staff

resulting in the management fee renegotiated to $1.2 million per annum.

In early 2009 responsibility for the overview of the financial management of the
Company was transferred to Deloitte.

During the year the Company will prepare a comprehensive transitional plan that
anticipates waterfront operations moving to Council by June 2010.
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Operational requirements handed over to Council will largely consist of the
property management of the waterfront and the Company will endeavour to
secure key personnel for transfer to Council to ensure projects are delivered to
plan. Other issues to be considered during the transition include:

s The Empowering Act and other legislative undertakings

s Assessment of the need for a separate land owning company to be
maintained

= Transfer of electronic and physical records (and institutional knowledge)

= Transfer of project management practices (including the Project
Management Manual)

»  Transfer of the Corporate Manual and Asset Management Plan

®  Staff development programmes

= Provide input into the Council's Long-Term Council Community Plan
(LTCCP) regarding ongoing management costs.

The Company has developed a comprehensive Asset Management Plan (AMP)
outlining all major assets on the waterfront. Included within the AMP is a 10
year financial summary detailing forecast maintenance. It is proposed in the
time leading up to the transition that the content of the AMP will be integrated
within Council’s asset management systems.

6. RISK MANAGEMENT

WWL is a publicly owned company and there is a considerable degree of
community interest in WWL's work — an interest that often generates
controversy. The company must attempt to balance diverse community and
commercial interests.

The following is a list of key risk areas that WWL must manage in order to
achieve its objectives:

The economic environment

Balancing financial and community demands
Public opinion

The Wellington property market

The construction market

The resource consent process

Natural catastrophes and disaster recovery
Threats to security

Managing stakeholder relationships

The political environment

RNV RAEWDNE
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These risks are reviewed on a regular basis with regards to their likelihood of
occurrence, impacts and mitigation measures. Greater detail of the risks,
probability, impact and mitigation strategies are contained in the risk matrix
within the Risk Management Policy —appended.

Currently any risks of a significant nature are advised to Council during regular
meetings between the Company and the Council’s Chief Operating Officer and at
Mayoral meetings.

Audit and Risk Assurance Processes

The Board’s Audit and Risk committee believes the issues of segregation of
duties, project management disciplines, contract / payment authorisation and
banking controls, and the regular monthly reporting of financial information to
the Board and to WCC are appropriate.

The Board’s Audit and Risk committee provides an additional level of financial
review / oversight into the internal policies and procedures operational
throughout the Company. With positive follow-up audits following on from
initial procurement (and project management) audits in recent years by the
WCC’s Risk Assurance Unit and Audit New Zealand, the development of a
comprehensive Project Management Manual, Corporate Manual, and the annual
interim and financial audits by Audit New Zealand, the Company believes an
internal audit function is not required at this stage. If there were any causes for
concerns this position may need to change.

Funding and cash flow

As a consequence of delays in receipt of commercial proceeds WWL received
approval from Council in June 2007 for temporary additional funding to fund
public space development.

Approval for temporary funding was dependent on the receipt of commercial
developments from the following projects:

Hilton hotel

Overseas Passenger Terminal (OPT)

Site 10

Sites 8 & 9

Shed 6 redevelopment

Sale of WWL's remaining 19 berths in Chaffers marina.

S o
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The Hilton hotel project on the Outer-T was overturned by the Environment
Court in 2008. It is now likely that, rather than generating income, the
development of the Outer-T will require Council funding. Funding will be
necessary for the significant cost of wharf refurbishment as well as the future
redevelopment of Shed 1.

The Environment Court decision regarding the redevelopment of the OPT is
pending. If the decision is favourable, the Company expects commercial
proceeds to flow from pre-existing contractual arrangements. It is anticipated,
however, that there will be delays in the receipt of commercial proceeds, as a
result of the current economic environment. The sale of Chaffers Marina berths
are linked with this redevelopment project.

Tenant and developer interest in sites 8, 9 and 10 and Shed 6 are not expected to
be realised within the near future.

The impacts of regulatory delays and the deteriorating economic climate have
combined to have a significant impact on the Company’s ability to deliver
planned projects. The Company does not anticipate receiving any commercial
proceeds from developments during the remaining period of its tenure and for
the two years following the transfer of activities to Council.

As a consequence, development of public space has been pared back to a bare
minimum. Essential infrastructural work such as wharf refurbishment will be
undertaken. Additional Council funding may be required to enable this work to
be completed in a timely manner.

By agreement with Council, Wellington Waterfront Limited will focus its
attention on planning for both developments and public space works. This work
will include consultation and design and then obtaining the necessary resource
consents for as many projects as is possible within the next twelve months. By
the end of June 2010 plans will be developed and resource consents applied for
for all significant projects including sites 8 & 9, Queens Wharf master planning
and Frank Kitts Park.
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At the time of completing our Strategic and Business Plan for 2009/10 in May
2009 the following table will be completed to show the Company’s forecast year
end outstanding short term advance. :

Year Temporary Repayment from Net additional
additional funding | waterfront project | funding at year-end
from Council
Sm Sm Sm
2007/08 3.90 - 3.90
2008/09 0.75 - 0.75
2009/10 4.70 - 4.70
2010/11 1.50 - 1.50
2011/12 9.75 - 9.75
Beyond 9.22 34.725 (25.505)
Total 29.82 34.725 (4.905)

As a result of the deepening economic recession (particularly as it affects the
property development market), repayments previously expected to be received
in 2009/10 and 2011/12 are now considered unlikely to occur within the next
three years.

7. GOVERNANCE

Wellington Waterfront Limited is a Council Controlled Organisation (CCO) with a
mandate to implement plans and projects, manage development contracts, and
manage day to day operations on the waterfront. The specific roles and
responsibilities of the Company are set out in section 4 above.

WW.L operates independently from, although regularly consulting with, Council.
The main role of the full Council in relation to the operation of the waterfront is
to approve ground leases where the lease term exceeds ten years.

Role of the Board of Directors

The Board is responsible to shareholders for the implementation of the Project
by participation in the setting of objectives, strategy, and key policy areas, and
the approval of key project phases and specific agreements.

The workings of the Board and its code of conduct are governed by the
Company’s constitution, the Company’s policy manual, the Company’s Overview
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Agreement with Council, the Board of Director’s Charter and the annual business
plan. These documents clearly set out those matters on which the Board can
make decisions. These include approval of annual accounts, provision of
information to shareholders, major capital projects, approval of development
contracts, and disposal of assets.

Each year the Company produces an annual business plan, and an operating
budget which are reviewed and approved by the Board. Financial statements and
individual project reports are prepared monthly and reviewed by the Board
progressively through the year to monitor management’s performance against
the budget and, previously, the three year plan.

The Board aims to ensure that all shareholders and stakeholders are informed of
all major developments affecting the project. Management meets regularly with
Council Officers to plan and discuss the progress of the Project, and reports on
progress regularly to various committees of the Council.

Information is communicated to shareholders and stakeholders in the annual
report, the half yearly Report, and the quarterly reports to the CCO Performance
Sub-Committee. The Board also facilitates input from stakeholders, and specific
interest and user groups on the various projects.

Board Membership
The Company’s Constitution sets the size of the Board at not less than four. The

Board currently comprises five directors including a Chair. Director remuneration
is set by the shareholder annually.

Name Term Expires
Michael Cashin (Chair) December 2009
David Kernohan December 2009
Mark Petersen December 2010
Councillor Ray Ahipene-Mercer October 2010
Robert Gray December 2009

Board Operations

The Board meets monthly and additionally when required. The Chief Executive
Officer attends all board meetings and is accompanied by other managers as
required.

WW.L Statement of intent: May 2009
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Conflicts of Interest

The Directors are acutely aware of their responsibility to act in the best interest
of the Project and the Company. An interests’ register is maintained and is
addressed at each formal Board meeting.

Board Committees

The Board has two formally constituted committees that focus on specific areas
of the Board’s responsibilities and special committees are appointed to deal with
specific matters from time to time. Terms of Reference for each of the two
committees have been approved by the Board.

Audit and Risk Committee

The Audit and Risk Committee oversees management’s practices, policies
and controls in protecting the Project’s and the Company’s financial position
and meeting legislative requirements. In addition the Committee ensures
the effectiveness of audit and risk management processes and liaises directly
with external auditors on matters relating to financial reporting compliance.
The purpose of the Committee is to assist the Board in discharging its
responsibilities relative to financial reporting, regulatory conformance and
risk management.

People and Performance Committee

The People and Performance Committee ensures that appropriate
remuneration and people policies, procedures and programmes are in place.
The Committee determines and assesses board performance criteria. The
Committee also reviews the terms and conditions of the Chief Executive
Officer’'s employment, and is responsible for setting the objectives and
performance targets for the Chief Executive Officer.

Board Performance

The Board conducts an annual self evaluation by way of a survey of each Board
member. The following criteria are used as a focus for discussion:

= Board preparation and attendance

e Corporate governance

& Process of board meetings

= Knowledge of the business and industry
= Engagement with management

¥ Board resource

= QOperational framework

WW.L Statement of Intent: May 2009

14




The Board’s performance is the sum of the contributions of the individual
directors, and directors are encouraged to consider their own skill sets in light of
the Board’s overall needs and discuss with the Chair whether any development
work is needed.

The Chair’s performance is similarly reviewed at the same time.

8. THE RATIO OF SHAREHOLDERS’ FUNDS TO TOTAL ASSETS, AND DEFINITION OF
THOSE TERMS

During the past year the Company advised Council of a number of factors
influencing the timing of our commercial proceeds including delays on all
redevelopments.

As a consequence of delays in receipt of commercial proceeds WWL received
approval from Council for additional funding to fund necessary public space
development and planning costs.

The Company notes the Framework requirement that, where possible,
commercial proceeds should be used to fund public space expenditure.

Shareholders funds are defined as equity ($1,000) plus accumulated profits.

Total assets are defined as current assets plus non-current assets less current
liabilities.

The ratio of Shareholders’ Funds to Total Assets is expected to be 1:1.

9. PERFORMANCE TARGETS and other measures by which the performance of the
Company may be judged in relation to its objectives

Appendix 1 sets out key performance indicators for both the Company (in
respect of its own activities) and for the Project.

10. THE ACCOUNTING POLICIES

Appendix 2 sets out the accounting policies adopted by Wellington Waterfront
Limited in the WWL Financial Statements for the year ended 30 June 2008.

Prior to the June 2009 year-end Management will be investigating the adoption
of NZ International Financial Reporting Standards (IFRS) that have been issued
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and become effective for reporting periods after 1 January 2009. These include,
but are not limited to:

= NZIAS 1 - Presentation of Financial Statements (Revised)

= NZIFRIC 15 — Agreements for the Construction of Real Estate

= NZIAS 19, 29, 36 (various disclosures), and

= NZIAS 40 — Property under construction or development for future use as
investment property.

Wellington Waterfront Limited adopted IFRS for external reporting purposes for
the accounting period commencing 1 July 2006.

11. DISTRIBUTION TO SHAREHOLDERS

The Company does not expect to make any distribution to shareholders during
the three years covered by this Statement.

12, INFORMATION TO BE PROVIDED TO THE SHAREHOLDER DURING THE PERIOD
COVERED BY THIS STATEMENT

Reports will be provided to the shareholder in accordance with the Overview
Agreement and as required by legislation. These include:

1. A copy of the monthly financial statements (including cash flows) and
commentary.

2. A quarterly report in respect of all activities in regard to the waterfront,
including all services being provided by the Company to Council.

3. Half yearly reports prepared in accordance with Section 66 of the Local
Government Act 2002.

4. Annual reports prepared in accordance with the Section 67 of the Local
Government Act 2002, and the Financial Reporting Act 1993.

The Company undertakes to provide open communications to Council, a no
surprises approach, and aims to work constructively to resolve differences while
acknowledging that operating environments may be different.

Regular (minuted) meetings are held between the Company and Council at a
mayoral level (Mayor, WCC Chief Executive Officer and Chief Operating Officer
and WWL Chair, Chair of the Audit and Risk Committee, and Chief Executive
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Officer) and operational level (WCC Chief Operating Officer, CCO Unit Portfolio
Manager, TAG representative, and WWL Chief Executive Officer).

The Company’s Statement of Intent and Council’s Waterfront Development Plan
are approved by the Strategy and Policy Committee.

The following financial and operational measures will be reported on a quarterly
basis:

= Statement of Financial Performance
s Statement of Financial Position

= Statement of Cash Flows

= Statement of Change in Equity

s Capital Expenditure

= Performance against key performance indicators as detailed in the
Business Plan.

13. ACQUIRING OF SHARES BY THE COMPANY IN ANY COMPANY OR OTHER
ORGANISATION

Acquiring of shares by the Company in any other organisation will only be carried
out by resolution of the shareholder. There are no current plans for such
acquisition.

14. ACTIVITIES FOR WHICH THE DIRECTORATE SEEKS COMPENSATION FROM ANY
LOCAL AUTHORITY

The Company has entered into an agreement with the Wellington City Council
whereby it has been appointed as implementation manager of the Project.

Compensation by way of a management fee is received for this service. This is
negotiated annually by the Company with Wellington City Council.

Wellington City Council may also elect to contribute to the cost of developing
public space on the Waterfront or to meet the operational costs of the Project.
Any such contribution will be contained within the Business Plan and recorded in
the accounts for the Project.
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15,

16.

DIRECTORATE’'S ESTIMATE OF THE COMMERCIAL VALUE OF THE
SHAREHOLDERS’ INVESTMENT IN THE COMPANY AND THE MANNER IN WHICH,
AND THE TIMES AT WHICH, THE VALUE IS TO BE REASSESSED

The Company’s share capital is $1,000. As no profits or losses and no additional
assets or liabilities are planned, the value is assessed as $1,000.

The shareholders’ investment in the Company is reassessed each year by
reference to net assets as shown in the annual audited financial statements.

OTHER MATTERS AGREED BY SHAREHOLDER AND THE BOARD

Under the terms of a Trust entered into by the Council, the Company is a bare
trustee of the land forming the Lambton Harbour Development Area.

There are no other matters relevant to the Statement of Intent that have been
agreed between Shareholder and the Board.

WWL Statement of Intent: May 2009
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Appendix 1

WELLINGTON WATERFRONT LIMITED

KEY PERFORMANCE INDICATORS
For Year ending 30" June 2010

|T(ey Performance Indicators for 2009/10 J

Oversee design development and apply for resource consent for the
development of Kumutoto sites 8 & 9in Q2

Oversee design development and apply for resource consent for the
redevelopment of Frank Kitts Park in Q3, subject to reaching agreement with the
Wellington Chinese Garden Society and Wellington Chinese sister cities

Project manage the construction of the wharewaka at Taranaki Street Wharf
with completion in Q2 2010/11

Oversee design development and the completion of further public space
developments at Taranaki St Wharf in conjunction with the wharewaka

Develop concepts, seek approvals and oversee design development for the
redevelopment of Queens Wharf, including Shed 6 and the Outer-T and prepare
a master plan that will be publicly consulted upon as part of the process of
adopting it as a variation to the district plan. Concepts to be agreed by Q2

Complete Phase 1 of the wharf refurbishment programme by Q2

Prepare transitional plans in anticipation of a transfer of responsibilities from the
Company to Wellington City Council

Financial

Capital expenditure (public space and commercial Quarterly $3.428
development expenditure)

Commercial proceeds Quarterly Nil
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Appendix 2
WELLINGTON WATERFRONT LIMITED

ACCOUNTING POLICIES
For Year ending 30" June 2009

Nature of entity

Wellington Waterfront Limited is 100% owned by Wellington City Council. It is a council-
controlled organisation as defined by Part 1, section 6 of the Local Government Act 2002
and a company incorporated under the Companies Act 1993. Wellington Waterfront
Limited manages the Wellington Waterfront Project for the Wellington City Council.

Basis of preparation

These financial statements have been prepared in accordance with New Zealand
Generally Accepted Accounting Practice (NZ GAAP). They comply with NZ International
Financial Reporting Standards (NZ IFRS) and other applicable financial reporting
standards as appropriate for public benefit entities (PBE).

Wellington Waterfront Limited is a PBE for the purposes of NZ IFRS and has elected to
take advantages of certain exemptions within the individual NZ IFRS. These exemptions
have been taken only where practicable and necessary with the intention to efficiently
and cost effectively manage the impact of the transition upon the Wellington Waterfront
Limited.

Measurement base

The accounting principles recognised as appropriate for the measurement and reporting
of financial performance and financial position on a historical cost basis are followed by
Wellington Waterfront Limited, with the exception of certain assets which are valued in
accordance with the policies stated below.

The financial statements are presented in New Zealand dollars and are rounded to the
nearest thousand.

Specific accounting policies
The following specific accounting policies which materially affect the measurement of
financial performance and the financial position have been applied.

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,
and bank overdrafts. Bank overdrafts are shown within borrowings as a current liability
in the statement of financial position.

Financial instruments

The Company is party to financial instruments as part of its normal operations. These
financial instruments include bank accounts, short term deposits, receivables and
payables. All financial instruments are recognised in the statement of financial position
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and all revenues and expenses in relation to financial instruments are recognised in the
statement of financial performance.

Revenue
Revenue is recognised when earned and is reported in the financial period to which it
relates.

Trade and Other receivables
Receivables are stated at expected realisable value after providing for doubtful and
uncollectable debts.

A provision for impairment of receivables is established when there is objective evidence
that the Company will not be able to collect all amounts due according to the original
terms of the 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.

Investments
Investments are stated at the lower of cost and net realisable value. Any decreases are
recognised in the statement of financial performance.

Investments in bank deposits are initially measured at fair value plus transaction costs.
After initial recognition investments in bank deposits are measured at amortised cost
using the effective interest method. Gains and losses when the asset is impaired or
derecognised are recognised in the statement of financial performance.

At each balance sheet date the Company assesses whether there is any objective
evidence that an investment is impaired. Any impairment losses are recognised in the
statement of financial performance.

Property, Plant and Equipment
Wellington Waterfront Limited has two classes of property, plant and equipment; motor
vehicles and office equipment. All property, plant and equipment are recorded at cost.

When an item of property, plant or equipment is disposed of, any gain or loss is
recognised in the statement of financial performance and is calculated as the difference
between the sale proceeds and the carrying value of the item.

Depreciation is provided for on a diminishing value (DV) basis at tax rates.

Motor vehicles 31.2% DV
Office and computer 9% — 60% DV
equipment

Impairment

The carrying amounts of property, plant and equipment are reviewed at least annually to
determine if there is any indication of impairment. Where an asset’s recoverable amount
is less than its carrying amount, it will be reported at its recoverable amount and an
impairment loss will be recognised. The recoverable amount is the higher of an item’s
fair value less costs to sell and value in use. Losses resulting from impairment are
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reported in the Statement of Financial Performance, unless the asset is carried at a
revalued amount in which case any impairment loss is treated as a revaluation decrease.

Leases

Wellington Waterfront Limited lease certain plant and equipment. All leases are
operating leases. Operating lease payments, where the lessors effectively retain
substantially all the risks and benefits of ownership of the lease items, are included in the
determination of the net surplus in equal instalments over the period of the lease.

Goods and Services Tax
The financial statements have been prepared exclusive of GST with the exception of
receivables and payables which are stated GST inclusive.

Taxation
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 tax is the amount of income tax payable based on the taxable profit for the
current year, plus 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.

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.

Deferred tax liabilities are generally recognised for all taxable temporary differences.
Deferred tax assets are recognised to the extent that it is probable that taxable 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.

Current tax and deferred tax is charged or credited to the statement of financial

performance, except when it relates to items charged or credited directly to equity, in
which case the tax is dealt with in equity.
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Statement of cash flows
For the purpose of the statement of cash flows, cash includes cash on hand and
deposits held with banks.

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

Investing activities are those activities relating to the acquisition and disposal of non-
current assets.

Financing activities comprise capital injections by, or repayment of capital to, Wellington
City Council.

Employee entitlements

A liability for annual leave is accrued and recognised in the statement of financial
position. The annual leave liability has been calculated on an actual entitlement basis at
current rates of pay.

Commitments

Future expenses and liabilities to be incurred on contracts that have been entered into at
balance date are disclosed as commitments to the extent that there are equally
unperformed obligations.

Contingencies
Contingent liabilities are disclosed at the point at which the contingency is evident.

Changes in accounting policies

There have been no changes in accounting policies. All accounting policies have been
applied on a consistent basis throughout the year.
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RISK MANAGEMENT POLICY

Risk Management definition
Risk management is the process of measuring, or assessing, risk and developing strategies to manage it.

Strategies include transferring the risk to another party, avoiding the risk, reducing the negative effect of
the risk, and accepting some or all of the consequences of a particular risk.

Traditional risk management focuses on risks stemming from physical or legal causes (e.g. natural
disasters or fires, accidents, death, and lawsuits).

Financial risk management, on the other hand, focuses on risks that can be managed using traded

financial instruments.

Risk Management Framework (RMF)

Key components of a RMF include:

- Identifying key strategic, operational and financial risks, and then assessing the possible effects on the
organisation

- Agreeing on and implementing appropriate responses to the identified risk

- A Framework to show that risk management processes are working effectively

- Reporting on the effectiveness of the risk management system (initially report annually to the Board)

- Making it clear that the governing body, the Board, carries ultimate responsibility for the risk
management system.

Responsibilities

There are four parties responsible for risk management:

1. WWL Board

2. WWL CEO / Management

3. Internal Audit — given the small organisational size WWL is investigating the outsourcing of the
internal audit function

4. External Auditing — Audit New Zealand is already involved in WWL completing the interim and annual
financial audit. Audit New Zealand (and WCC'’s Risk Assurance team) have recently completed an
audit on procurement procedures.




WWL Risks

The following four pages provide a summary of the key risk areas for the Company and are an extracted,
with minor modifications, from the Company’s Strategic Plan.

‘Managing Key Risks

WW.L is a publicly owned organisation with a high degree of community interest in its work —an interest
that often generates controversy. The company must attempt to balance diverse community and
commercial interests.

The following is a list of key risk areas that WWL must manage in order to achieve its objectives:

Economic environment

Balancing financial and community demands
Public opinion

The Wellington property market

The construction market

The resource consent process

Natural catastrophes and disaster recovery
Threats to security

Managing stakeholder relationships

The political environment

W N R WNE
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o

1. Economic Environment

The majority of the world’s key economies remain in the midst of recession and prospects of
improvement that began to emerge toward the end of the first quarter are brittle at best.

An April 2009 survey of financial analysts across Europe and US found a slim majority saying that the
bottom of the current global recession, seen as the worst since the Second World War, had still not been
reached. The road to recovery which is dependent on the return of financial and macro-economic
stability is not expected to commence until next year.

New Zealand’s most recent economic indicators continue to reflect challenges faced by rising
unemployment, a likely six consecutive quarters of negative growth by mid 2009 and concerns over the
government’s rising level of debt which may have negative implications for NZ’s credit rating.

On a more positive note, recent surveys show a slight improvement in business confidence, the
depreciation in the NZ dollar will provide exporters with some respite and the Reserve Bank, unlike some
of its foreign counter-parts, still has some capacity to reduce interest rates. A return to weak but
positive growth in the New Zealand economy is hoped to begin to occur toward the end of 2009.

2. Balancing Financial and Community Demands

Delivering a high quality waterfront with comparatively little cost to ratepayers is a challenge. WWL
must obtain the best commercial outcome that provides for high quality investment in public space.




Initiatives such as joint venture agreements with developers and sharing development margins are being
explored. We are also seeking to obtain high returns from some leases to subsidise uses that have high
social and amenity value but may not be commercially viable.

3. Public Opinion

Appropriately, there is a high level of interest in the waterfront development. Some groups are
intensively organised and vocal. WWL welcomes this interest, but must balance it with the interests of
the wider community to achieve the best overall outcome.

The cost of upgrading significant infrastructural assets is generally not well understood. Ageing wharf
structures and promenades are in some instances in need of major repair/replacement. Major civil
and/or structural work is expensive. WWL must meet these costs out of its ratepayer funding (515
million), supplemented by development activity. Balancing the need for development activity with the
delivery of high quality public space and infrastructure requires ongoing effective communication.

WWL uses a combination of research. Informal feedback is encouraged via the WWL website,
Waterfront Project Information Centre, feedback forms, face-to-face meetings and presentations.
Formal feedback is sought, in conjunction with WCC, through public consultation processes.

The results of this feedback and research are incorporated into strategic and business planning, the
standard, range and number of services and facilities offered on the waterfront and in designs and uses
for future developments.

4. The Wellington Property Market

The sentiment in the property market over the past twelve months has eased markedly in line with the
slowing economy, a backdrop of finance company failures and a world-wide credit crisis.

Significant features of the market over the past year include:

e Institutional property owners and listed property companies having to sell property which,
together with a general re-pricing of risk, has led to an easing of yields by 50 — 75 basis points for
prime property and upward of 100 basis points for other classes of property

e Decreasing business confidence leading to lower levels of tenant demand which in turn will
ultimately lead to increased levels of supply and falling rents

e A virtual collapse of the development market due in part to lack of available finance and
difficulties being experienced in obtaining required levels of pre-sales or tenant pre-commitment

On a more positive note, the fundamentals of the property market are much better than they were in
the last major property downturn with nowhere near the same levels of over-supply that existed in 1987
— 1992. Low deposit rates, an uncertain sharemarket, the lowest mortgage interest rates in almost a
decade and a growing supply of well priced property investment opportunities are already attracting
investors back to the market, mainly in the form of private syndications.

The commercial property market in Wellington is not expected to return to a point of equilibrium until
2011/12. However, the lag between tenant demand for new space and developer’s ability to deliver new




space to tenants dictates the need for Wellington Waterfront Limited to continue its current strategy
to use the current economic hiatus to plan and obtain resource consents for proposed future
developments on the waterfront.

5. The Construction Market

The last quarter of 2008 was the second busiest quarter ever (behind the September 2008 quarter) for
non-residential building work in New Zealand, which underlines the lag effect between the general
economy and the construction sector both in economic downturns and upswings.

The value of non-residential building work put in place rose 3.7% to $5.22 billion in the year to December
2008.

There is growing evidence indicating that short term prospects in the construction sector have slowed
but forecast to pick up again over the course of 2010 and gather pace over 2011 as economic growth
accelerates and the effects of lower borrowing costs take effect.

One of the biggest challenges to the construction sector in the meantime is retention of key personnel
and core competencies capable of being quickly deployed for the next upswing the construction and
development cycle.

The initiation of any development construction projects by WWL in the next 1 — 2 years should result in
very competitive tender prices being received.

6. Resource Consent Process

All developments are subject to resource consent and are publicly notified. Applications generally
attract wide interest and many submissions, so planning must be rigorous and detailed. Delay in gaining
consent for any development impacts on the delivery of the whole Wellington Waterfront Framework,
not just the project in question. WWL works closely with developers, consultants, WCC, and Greater
Wellington Regional Council to ensure that at each stage of a project, correct processes are followed and
adequate consultation is undertaken.

WCC's recently Proposed District Plan Variation 11 promoting the inclusion of more detailed policy
provisions and non-notification of complying applications for future building development on the
waterfront and Kumutoto (sites 8, 9 & 10) in particular, has attracted over 50 public submissions. The
hearing and appeal process to the proposed variation are likely to take place in July/August 2009.

7. Natural Catastrophes and Disaster Recovery

The effects of climate change, earthquake, tsunami, king tide (10/4/2012), storms, fire, gas or chemical
leaks, disease pandemics or other potentially catastrophic events could have a devastating impact on the
waterfront, physically and fiscally. WWL has comprehensive insurance cover that is regularly reviewed.
The company is careful to ensure all construction and operational activities on the waterfront comply
with statutory requirements, and consider the potential effects of hazards in design, construction and




operation. Hazard management and other health and safety issues are regularly reviewed and
monitored.

8. Threats to Security

WWL is part of the Port Facility Security Plan as required by the Maritime Security Act 2004. There have
been significant changes to port security that have impacted on how CentrePort runs shipping in the
Wellington waterfront area.

The waterfront could be vulnerable to acts of sabotage and violence. WWL assesses such risks as part of
its risk management planning associated with any new project and the maintenance of safety across the
waterfront in general. WWL works with the police and our own security contractor to manage
incidences if they arise.

9. Managing Stakeholder Relationships

WWL identifies and monitors relationships with its most influential stakeholders and, where necessary,
develops formal relationship management plans. These plans aim to encourage greater involvement
where the influence is positive and/or constructive, or attempt to minimise the impact of negative
influencers.

WWL'’s key stakeholders include the Wellington City Council, members of the waterfront community —
including waterfront businesses and neighbours — the general public and groups and organisations with
specific interests in city development and/or promotion.

A range of communication channels are used to engage with and update stakeholders, from regular
meetings, presentations, reports, open days, displays, the Waterfront Project Information Centre and
website.

The objectives and approaches to relationship management for each key stakeholder are applied across
all WWL work streams, ensuring every contact between WWL and its key stakeholders is constructive.

10. Political Environment

As a Council Controlled Organisation, WWL operates within the political environment of Wellington’s
local government. Political moods can fluctuate from one elected Council to the next and have the
potential to influence WCC’s policy relating to the waterfront and its governance and funding structures.

In December 2008 Council approved the recommendation that the implementation of the Waterfront
Project be transferred to and undertaken by the Council (subject to review) from 1 July 2010. The
Company will continue planning the major projects and Council will implement the projects in
accordance with its Long Term Council Community Plan.

We work transparently and endeavour to be responsive to ideas and constructive criticisms,
demonstrating a willingness to effectively engage with politicians and the public and applying rigorous
standards of project and financial management.




WWL has a commitment to maintaining effective communication with its shareholder, the Council. We
run a no surprises policy, ensuring the Council and its senior officers are informed of issues in a timely
manner. WWL regularly updates Councillors and senior Council staff via formal reporting processes, the
Strategy and Policy Committee and the CCO Performance Sub-committee.
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Wellington Waterfrantl y WA TE R F R O N T

Wellington Waterfront Limited :

Strategic Plan 2009 - 2012

including

Deliverables for 2009 — 2010




introduction

Wellington Waterfront Ltd (WWL) had a period of adjustment and consolidation throughout
the course of 2008/09. The impact of the global economic environment started to impact
directly on the Company’s operations as developer’s interest in waterfront sites was
progressively withdrawn and various commercial tenants re-appraised their space
requirements and need and capacity for change. Furthermore, the Company was the subject
of a comprehensive review undertaken and completed by its shareholder, the Wellington
City Council (WCC). This review, completed in December 2008, anticipates the ultimate
transition of the operations of the Company to Council in 2010. These external forces had a
profound impact on the Company’s ability to deliver to its mandate.

Despite the difficult environment within which the Company operates, we are delighted to
report that the Company’s efforts during the course of the year have resulted in a number of
significant achievements. In particular, these include ongoing leasing of ground floor space
and recognition of developments - both in the built environment and the delivery of public
space - in numerous national awards.

Welcome additions to the vibrancy and diversity of the waterfront are the leasing of
important and strategic spaces within the Kumutoto precinct of the waterfront. The New
Zealand Portrait Gallery now occupies Shed 11 and presents a professionally curated ever-
changing art exhibition. The adjacent Shed 13 has been leased to Mojo —one of Wellington’s
premier coffee houses. Mojo is establishing a concept within the building that is reminiscent
of the history of the building and how it has been used in the past while at the same time
presenting and reflecting contemporary culture.

Across the way in the remaining ground floor area of the Meridian Building is the
establishment of Portofino — a tried and tested Italian food offering — that like its neighbour,
Wagamama, is new to Wellington.

Further to the south, WWL was delighted to work with the quintessential Wellington Free
Ambulance, resulting in the establishment of a standby station within the Linkspan Building.
The upper level of this delightful building has remained vacant since its customs function
was no longer required. The standby station is not only a very practical use for the building
providing emergency services in a very central location, but also resonates with the
Wellington Free Ambulance’s historical associations and presence within this area of the
waterfront.

Following recognition received last year by the Company for its contribution toward
Wellington’s urban design, WWL has continued to be the recipient of a number of local and
national architectural awards. What is especially pleasing is the wide range of delivery for
which we have gained recognition. The refurbishment of a heritage building (Shed 13) was
recognised alongside the development of new spaces (Meridian Building) by the Association
of Consulting Engineers. The Wellington Civic Trust recognised Waitangi Park for its
outstanding contribution to Wellington’s public space as well as WWL's latest art installation
—Solace in the Wind — which was the People’s Choice for art across the City. Kumutoto’s
public space and the Meridian Building continued to be praised by the New Zealand Institute
of Architects and the Illumination Engineering Society.

So, what can the public of Wellington look forward to over the coming year?




WWL will be completing a wide range of work throughout 2009/10. Outputs will fall into
four general categories:

1. Planning — we will apply for resource consents for the development of sites 8 & 9
within the Kumutoto precinct as well as the re-development of Frank Kitts Park
including a Chinese Garden. We will be firming up concepts for the future
development of site 10. Long term master planning for the Queens Wharf precinct
will be developed to enable implementation over the course of the next ten years;

2. Construction — work will start on the construction of the wharewaka adjacent to
Taranaki Street Wharf. The second stage of a waterfront-wide pile refurbishment
programme will commence. The development of the Kumutoto public space
included upgrading the tug wharf and promenade; this second stage will include
urgent repairs to the southern end of the outer-T and under Taranaki Street wharf.
We will be preparing for the construction of the Overseas Passenger Terminal if the
Environment Court upholds the resource consent issued in May 2008. Regular
maintenance programmes will be implemented across the waterfront;

3. Interim uses — in light of the stalled property development environment we will be
investigating, preparing and implementing approved business cases for various areas
of the waterfront that lend themselves to alternate temporary uses; and

4. Transitioning — the Company will be preparing transition plans enabling a smooth
and seamless transfer of its operational activities and assets to the WCC at the
appropriate agreed time.

This plan has been written with a three year timeframe in mind, but with a particular focus
on what we can accomplish over the course of the next twelve months. During the
forthcoming year we will be working hard to ensure our standard of delivery remains at a
high standard, that construction of new assets and the refurbishment of infrastructural
assets continues unabated, that we plan for the future by enhancing values of our
underlying land holdings, and that we comprehensively prepare for the optimal and right
time to formally hand over the waterfront assets to the City for the continued enjoyment of
Wellingtonians.

Michael Cashin
Chairman
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Vision

Wellington’s waterfront is a special place that welcomes all people to live, work and play in
the beautiful and inspiring spaces and architecture that connect our city to the sea and
protect our heritage for future generations.

Mission |

To deliver the city’s vision for the waterfront and, in so doing, be recognised as a leading
waterfront development organisation, confident of our position, trusted by our stakeholders
and playing a leadership role as an integral part of our business.

Values

e Leadership

e Proactivity

e Professionalism

e High ethical standards
e Collaboration

Principles J

We embrace the principles outlined in the Wellington Waterfront Framework:

e  Giving expression to heritage and history, particularly Maori heritage and presence
e Providing a “Sense of place” for Wellingtonians

e Providing for a diversity of experience

o Providing a sense of collective ownership and involvement

e Providing an experience of space and openness

e Providing ease of access for all

Ownership J

Wellington Waterfront Limited (WWL) is a Council Controlled Organisation (CCO) established
to implement the Wellington Waterfront Framework. The Framework, which outlines the
City’s vision for the waterfront, also includes criteria for the development of each area of the
waterfront and is our principal guiding document.

As a CCO, and by virtue of an Overview Agreement with the Wellington City Council (WCC),
WWL complies with the WCC's reporting structure through provision of an annual business
plan, quarterly status reports, plus half yearly and annual reports.

WWL has key relationships with the WCC’s Technical Advisory Group, the CCO Performance
Sub-Committee and WCC officers, including the Urban Strategy Group and the External
Communications Unit.




WWHL’s ultimate accountability is to Wellingtonians and it demonstrates this by aiming to
operate with transparency and through a willingness to engage with the public and welcome
their feedback.

] Waterfront Boundaries

The area owned and managed by WWL (approximately 20 hectares) extends along the
seaward side of Waterloo, Customhouse and Jervois Quays and Cable Street (excluding Te
Papa). The area is divided into five precincts:

o Kumutoto - From the Waterloo on Quay Apartments (opposite the Wellington
Railway Station) to the northern end of the Fronde Harbourside Centre. The area
includes the waterfront promenade, Heritage Trail, the former Eastbourne Ferry
Terminal Building, Sheds 11 and 13, the Tug Wharf, The Loaded Hog and Meridian
Energy buildings, Kumutoto public space and development sites 8, 9 and 10.

e Queens Wharf — From the Fronde Harbourside Centre and Wharf Office Apartments
to the southern end of the TSB Bank Arena. It includes the waterfront promenade,
Heritage Trail, Writers Walk, Queens Wharf and Sails, The Bond Store (housing The
Museum of Wellington City & Sea), Plimmers Ark, New Zealand Academy of Fine
Arts, Shed 5, Shed 6, Dockside and the Queens Wharf Outer-T, including Shed 1 on
its northern arm and the Helipro helipads on the southern arm.

e Frank Kitts Park — From the southern ends of the TSB Bank Arena and Shed 6 to the
northern edge of the Taranaki Street Wharf Lagoon. The area includes the
waterfront promenade, Heritage Trail, Writers Walk, children’s playground, Frank
Kitts Park, Frank Kitts Park car park, Tanya Ashken Albatross sculpture, Paul Dibble
Fruits of the Garden sculpture, Len Lye Water Whirler, Wahine Memorial and
commemorative plaques.

o  Taranaki Street Wharf — From the Taranaki Street Wharf Lagoon and Bridge to the
Te Papa Breastworks (excluding Te Papa). Within the area are the waterfront
promenade, Heritage Trail, Writers Walk, the Wellington Rowing and Star Boating
clubs, the proposed wharewaka site, a large, sloping lawn, the Wellington Free
Ambulance Building, the NZX Centre, The Wellington Brewing Company, Circa
Theatre, the Kupe Statue, the Linkspan building, Bascule Bridge and the northern Te
Papa promenade.

e Waitangi — From the promenade between Te Papa and Chaffers Marina to Herd
Lane, Clyde Quay Wharf and Oriental Parade. The precinct comprises waterfront
and streetside promenades, Heritage Trail, Writers Walk, Waitangi Park (now
administered by the WCC), Chaffers Dock, proposed development sites 1- 4, Chaffers
Marina, the Overseas Passenger Terminal and Clyde Quay Wharf.

A map of the waterfront area managed by WWL is appended.




Strategic Objective

Our overall objective is to fully implement the high level concept plan articulated in the
WCC’'s Wellington Waterfront Framework. [n doing this we will:

e Develop a waterfront that is locally and internationally recognised for its design

o Develop an attractive waterfront that is accessible, safe and caters for a wide range
of activities for locals and visitors

o Celebrate waterfront heritage, maritime activity and history, and the city’s cultural
diversity

e Integrate the waterfront with the adjoining city and harbour

e Complete the design, consultation, funding and planning requirements of the
waterfront development within budget over a 3 year timeframe

Funding

The Wellington City Council has allocated $15 million to the development of high quality
public space on the waterfront. This funding also goes towards maintaining and
redeveloping existing infrastructure such as the promenade and various wharf structures. A
much greater proportion (approximately 75%) of the actual cost of these public works comes
from the income WWL derives through commercial arrangements it enters into with
commercial developers and investors, such as the sale of long term ground leases and
development opportunities.

As a consequence of delays in receipt of commercial proceeds WWL received approval from
Council in December 2008 for temporary additional funding to fund future planning and for
public space development.

How success will be measured

By the end of the Project, Wellington’s waterfront will have been transformed into a place
of architectural, cultural and recreational renown. The end result will be a vibrant, dynamic,
inspiring and multi-faceted waterfront that reflects the city’s heritage, its people and that
has its eye to the future.

The waterfront project is all about contributing to a better city and showcasing New
Zealand's capital. It is an opportunity to promote and open up access to our harbour, create
parks and public places, provide new commercial and living accommodation, and in doing all
of this, demonstrate excellence in urban planning and design. The city’s tourism industry
will also be bolstered through the creation of new cultural, recreational and entertainment
destinations.

The redeveloped waterfront will contain a network of public parks and open spaces. Over
12 hectares of new and improved open space (including Waitangi and Frank Kitts parks,
Kumutoto and extensive promenades) will provide both passive and active recreational
opportunities. In addition, over 36,000sqm of cultural and heritage facilities will be provided
catering to the needs of tourists and locals alike. Mixed-use, sustainable communities will
be developed, offering more than 39,000sgm of commercial office space, 240 apartments




plus 18,000sgm of retail/food and beverage facilities. Collectively these provide living,
working and playing opportunities 24 hours a day, 7 days a week.

Ultimately, WWL will be measured by its delivery of the principles and objectives clearly
outlined in the Wellington Waterfront Framework. Accordingly, we steadily work towards

the provision of:

e Adiversity of activities including maritime, commercial, entertainment, open space,
recreation, culture and heritage

e Improved access along the waterfront and between the city and the harbour

e An evolving waterfront experience that is mindful of its historic past and its future

e Urban design worthy of the waterfront setting

e A consultative process that encourages stakeholder participation

In the short-term however, success during the coming year will be determined by how well
we meet our Key Performance Indicators.

Kayakers exploring the waterfront




Key Performance Indicators for 2009/10

e Oversee design development and apply for resource consent for the development of
Kumutoto sites 8 & 9in Q2

e Oversee design development and apply for resource consent for the redevelopment
of Frank Kitts Park in Q3, subject to reaching agreement with the Wellington Chinese
Garden Society and Wellington Chinese sister cities

e Project manage the construction of the wharewaka at Taranaki Street Wharf with
completion in Q2 2010/11

e Oversee design development and the completion of further public space
developments at Taranaki St Wharf in conjunction with the wharewaka

e Develop concepts, seek approvals and oversee design development for the
redevelopment of Queens Wharf, including Shed 6 and the Outer-T and prepare a
master plan that will be publicly consulted upon as part of the process of adopting it
as a variation to the district plan. Concepts to be agreed by Q2

o Complete Phase 1 of the wharf refurbishment programme by Q2

e  Prepare transitional plans in anticipation of a transfer of responsibilities from the
Company to Wellington City Council




Operating Environment — Managing Key Risks

WWL is a publicly owned organisation with a high degree of community interest in its work —
an interest that often generates controversy. The company must attempt to balance diverse
community and commercial interests.

The following is a list of key risk areas that WWL must manage in order to achieve its
objectives: :

Economic environment

Balancing financial and community demands
Public opinion

The Wellington property market

The construction market

The resource consent process

Natural catastrophes and disaster recovery
Threats to security

. Managing stakeholder relationships

10. The political environment

CENO Y AWM

1. Economic Environment

The majority of the world’s key economies remain in the midst of recession and prospects of
improvement that began to emerge toward the end of the first quarter are brittle at best.

An April 2009 survey of financial analysts across Europe and US found a slim majority saying
that the bottom of the current global recession, seen as the worst since the Second World
War, had still not been reached. The road to recovery which is dependent on the return of
financial and macro-economic stability is not expected to commence until next year.

New Zealand’s most recent economic indicators continue to reflect challenges faced by
rising unemployment, a likely six consecutive quarters of negative growth by mid 2009 and
concerns over the government’s rising level of debt which may have negative implications
for NZ’s credit rating.

On a more positive note, recent surveys show a slight improvement in business confidence,
the depreciation in the NZ dollar will provide exporters with some respite and the Reserve
Bank, unlike some of its foreign counter-parts, still has some capacity to reduce interest
rates. A return to weak but positive growth in the New Zealand economy is hoped to begin
to occur toward the end of 2009.

2. Balancing Financial and Community Demands .
Delivering a high quality waterfront with comparatively little cost to ratepayers is a

challenge. WWL must obtain the best commercial outcome that provides for high quality
investment in public space.
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Initiatives such as joint venture agreements with developers and sharing development
margins are being explored. We are also seeking to obtain high returns from some leases to
subsidise uses that have high social and amenity value but may not be commercially viable.

3. Public Opinion

Appropriately, there is a high level of interest in the waterfront development. Some groups
are intensively organised and vocal. WWL welcomes this interest, but must balance it with
the interests of the wider community to achieve the best overall outcome.

The cost of upgrading significant infrastructural assets is generally not well understood.
Ageing wharf structures and promenades are in some instances in need of major
repair/replacement. Major civil and/or structural work is expensive. WWL must meet these
costs out of its ratepayer funding ($15 million), supplemented by development activity.
Balancing the need for development activity with the delivery of high quality public space
and infrastructure requires ongoing effective communication.

WWL uses a combination of research. Informal feedback is encouraged via the WWL
website, Waterfront Project Information Centre, feedback forms, face-to-face meetings and
presentations. Formal feedback is sought, in conjunction with WCC, through public
consultation processes.

The results of this feedback and research are incorporated into strategic and business
planning, the standard, range and number of services and facilities offered on the waterfront
and in designs and uses for future developments.

4. The Wellington Property Market

The sentiment in the property market over the past twelve months has eased markedly in
line with the slowing economy, a backdrop of finance company failures and a world-wide
credit crisis.

Significant features of the market over the past year include:

e Institutional property owners and listed property companies having to sell property
which, together with a general re-pricing of risk, has led to an easing of yields by 50
~ 75 basis points for prime property and upward of 100 basis points for other classes
of property

e Decreasing business confidence leading to lower levels of tenant demand which in
turn will ultimately lead to increased levels of supply and falling rents

e Avirtual collapse of the development market due in part to lack of available finance
and difficulties being experienced in obtaining required levels of pre-sales or tenant
pre-commitment

On a more positive note, the fundamentals of the property market are much better than
they were in the last major property downturn with nowhere near the same levels of over-
supply that existed in 1987 — 1992. Low deposit rates, an uncertain sharemarket, the lowest
mortgage interest rates in almost a decade and a growing supply of well priced property
investment opportunities are already attracting investors back to the market, mainly in the
form of private syndications.
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The commercial property market in Wellington is not expected to return to a point of
equilibrium until 2011/12. However, the lag between tenant demand for new space and
developer’s ability to deliver new space to tenants dictates the need for Wellington
Waterfront Limited to continue its current strategy to use the current economic hiatus to
plan and obtain resource consents for proposed future developments on the waterfront.

5. The Construction Market

The last quarter of 2008 was the second busiest quarter ever (behind the September 2008
quarter) for non-residential building work in New Zealand, which underlines the lag effect
between the general economy and the construction sector both in economic downturns and
upswings.

The value of non-residential building work put in place rose 3.7% to $5.22 billion in the year
to December 2008.

There is growing evidence indicating that short term prospects in the construction sector
have slowed but forecast to pick up again over the course of 2010 and gather pace over
2011 as economic growth accelerates and the effects of lower borrowing costs take effect.

One of the biggest challenges to the construction sector in the meantime is retention of key
personnel and core competencies capable of being quickly deployed for the next upswing
the construction and development cycle.

The initiation of any development construction projects by WWLin the next 1 —2 years
should result in very competitive tender prices being received.

6. Resource Consent Process

All developments are subject to resource consent and are publicly notified. Applications
generally attract wide interest and many submissions, so planning must be rigorous and
detailed. Delay in gaining consent for any development impacts on the delivery of the whole
Wellington Waterfront Framework, not just the project in question. WWL works closely with
developers, consultants, WCC, and Greater Wellington Regional Council to ensure that at
each stage of a project, correct processes are followed and adequate consultation is
undertaken.

WCC’s recently Proposed District Plan Variation 11 promoting the inclusion of more detailed
policy provisions and non-notification of complying applications for future building
development on the waterfront and Kumutoto (sites 8, 9 & 10) in particular, has attracted
over 50 public submissions. The hearing and appeal process to the proposed variation are
likely to take place in July/August 2009.
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7. Natural Catastrophes and Disaster Recovery

The effects of climate change, earthquake, tsunami, king tide (10/4/2012), storms, fire, gas
or chemical leaks, disease pandemics or other potentially catastrophic events could have a
devastating impact on the waterfront, physically and fiscally. WWL has comprehensive
insurance cover that is regularly reviewed. The company is careful to ensure all construction
and operational activities on the waterfront comply with statutory requirements, and
consider the potential effects of hazards in design, construction and operation. Hazard
management and other health and safety issues are regularly reviewed and monitored.

8. Threats to Security

WWL is part of the Port Facility Security Plan as required by the Maritime Security Act 2004.
There have been significant changes to port security that have impacted on how CentrePort
runs shipping in the Wellington waterfront area.

The waterfront could be vulnerable to acts of sabotage and violence. WWL assesses such
risks as part of its risk management planning associated with any new project and the
maintenance of safety across the waterfront in general. WWL works with the police and our
own security contractor to manage incidences if they arise. '

9. Managing Stakeholder Relationships

WWL identifies and monitors relationships with its most influential stakeholders and, where
necessary, develops formal relationship management plans. These plans aim to encourage
greater involvement where the influence is positive and/or constructive, or attempt to
minimise the impact of negative influencers.

WWL’s key stakeholders include the Wéllington City Council, members of the waterfront
community — including waterfront businesses and neighbours — the general public and
groups and organisations with specific interests in city development and/or promotion.

A range of communication channels are used to engage with and update stakeholders, from
regular meetings, presentations, reports, open days, displays, the Waterfront Project
Information Centre and website.

The objectives and approaches to relationship management for each key stakeholder are
applied across all WWL work streams, ensuring every contact between WWL and its key
stakeholders is constructive. »

10. Political Environment
As a Council Controlled Organisation, WWL operates within the political environment of
Wellington’s local government. Political moods can fluctuate from one elected Council to

the next and have the potential to influence WCC's policy relating to the waterfront and its
governance and funding structures.
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In December 2008 Council approved the recommendation that the implementation of the
Waterfront Project be transferred to and undertaken by the Council (subject to review) from
1 July 2010. The Company will continue planning the major projects and Council will
implement the projects in accordance with its Long Term Council Community Plan.

We work transparently and endeavour to be responsive to ideas and constructive criticisms,
demonstrating a willingness to effectively engage with politicians and the publicand
applying rigorous standards of project and financial management.

WWL has a commitment to maintaining effective communication with its shareholder, the
Council. We run a no surprises policy, ensuring the Council and its senior officers are
informed of issues in a timely manner. WWL regularly updates Councillors and senior Council
staff via formal reporting processes, the Strategy and Policy Committee and the CCO
Performance Sub-committee.

Len Lye — Water Whirler
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Delivering the Waterfront Framework

There are two main tasks involved in delivering the Council’s vision for the waterfront, as
elucidated in the Wellington Waterfront Framework — providing opportunities for
Wellingtonians to enjoy the waterfront’s current offerings — and the development of new
ones for the future.

The first is determined by how well the waterfront is operated and maintained, how the
diverse interests and moods of waterfront visitors and its business operators are catered for
throughout the year.

The second is achieved through the delivery of new features — either the redevelopment of
existing sites, or the creation of new buildings and open space. This includes ensuring that
designs meet the standards and expectations outlined in the Framework, improving access
between the city and the waterfront, working with developers and the public to secure the
best outcomes and liaising with other key partners to explore future development
opportunities.

WWL has broken the delivery of these two tasks into the following work streams:

e Telling the Waterfront's Stories

e Maintaining the Environment

e  Working on the Waterfront

e Design and Project Implementation

e Development Strategy

e |nvestigating Further Recreational and Cultural Opportunities

Effective and efficient delivery of these work streams is underpinned by the following range
of corporate activities and processes:

e People

e Communications

e Strategy and Planning

e Governance

e Internal Systems and Processes
e Finance

As we move towards completion of the waterfront project, it becomes increasingly
important to ensure that appropriate documentation and processes are put in place to
facilitate a smooth hand-over of responsibility for the waterfront to the WCC. These
Transitional Arrangements are addressed within the company’s Statement of Intent.

Strategic objectives have been set for each of these areas of work, along with the adoption

of an approach to the work and a range of delivery targets set for the 09/10 year — these are
more fully outlined on the following pages. ' ‘
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TELLING THE WATERFRONT'S STORIES
Strategic Objective

Tell the stories of the waterfront — from pre-colonial history through to the present day —
to preserve Wellington’s heritage now and for future generations.

A number of existing elements have gone some considerable way to meeting this objective:

The Maritime Heritage Trail, with its accompanying booklet, provides a key element in
educating visitors about waterfront heritage. WWL's website is also a source of information
about the area’s history.

A series of commemorative plaques along the Frank Kitts Park promenade provide further
points of interest, as does the placement of maritime relics; heritage cranes, anchors, buoys,
etc throughout the waterfront. Additional plaques will be added to this impressive collection
this year. With their sculptural form and relevant quotes about the city and harbour, the
Wellington Writer’'s Walk plaques tell their story in a more contemporary way.

The Museum of Wellington provides an accessible, comprehensive and intriguing
exploration of the waterfront’s role in the city’s maritime and social history. WWL has a
Memorandum of Understanding with the Museum of Wellington to assist with the
identification and development of additional programmes/opportunities to present the
waterfront’s history and stories.  Accordingly we will work with the Museum of Wellington
to explore the most effective way of promoting these existent elements via the development
of appropriate marketing collateral.

As the current major redevelopment of the waterfront approaches its conclusion it is
appropriate to archive records of the development activities and proposed schemes, for
future generations to reflect upon. During development many documents, plans,
photographs, scale models, awards and the like are created that form a rich tapestry of the
times and aspirations of our generation. We will work with conservators and the Museum of
Wellington to ensure that these records are retained in good and appropriate condition for
posterity.

Maori/tangata whenua cultural involvement is also integral to the waterfront and will be,
reflected in waterfront designs, art and place names. The imminent development of the
wharewaka will create many opportunities for presenting traditional ceremonies associated
with waterfront activities. We look forward to the new, modern vibrant society that
develops around this iconic building and will welcome iwi groups return to a prime
waterfront location.

The Approach

e Ensure that Wellington’s waterfront and maritime histories are presented so they
are easily understood, identifiable and attractive to the public

e Ensure that the history of the waterfront is appropriately acknowledged and
celebrated within all future public space developments

16




This Year’s Delivery

e [nstall two new commemorative plagues on the waterfront by Dec 2009
e Establish an archiving policy and prepare redundant records for archiving

e Upon completion of the proposed wharewaka on Taranaki Street Wharf, we will
work with the Wellington Tenths Trust to develop interpretive materials about the
wharewaka and the wider Maori history of this precinct — by 31 March 2010

P

Tom

Queens Wharf Historic Gates
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MAINTAINING THE EKVIRONMENT
Strategic Objective

To ensure the waterfront is a vibrant and attractive environment through the provision of
spaces that are safe, clean, efficient, well maintained and to support the operation of a
diverse range of businesses and activities on the waterfront.

Maintenance standards across the waterfront vary according to their development status.
Where development has been completed standards are expected to be maintained at a high
level whereas areas awaiting development, for example the Overseas Terminal and wharf,
Sheds 1 & 6 at Queens Wharf must be kept safe, clean and serviceable until they are ready
for transformation.

As development progresses there is a corresponding increase in waterfront usage. This
brings challenges in maintaining waterfront infrastructure, increased cleaning and security
requirements and a commensurate increase in cost. The use of high quality materials in the
construction of the waterfront’s public space can also make developments more expensive
in the short term but cheaper to maintain over time. It also needs to be recognised that due
to its very environment, the waterfront is generally an expensive place to maintain.

Management issues will also arise out of the changing nature of redeveloped waterfront
spaces. New developments add to and/or change traffic needs. Accordingly, WWL will
implement traffic management controls on the entrances to Taranaki Street Wharf and at
the rear of the TSB Bank Arena.

WWL maintains its assets in accordance with its Asset Management Plan (AMP). This
document contains a comprehensive description of all the assets on the waterfront and
details plans and budget provisions for optimising each assets life cycle, and expected level
of service. The plan was upgraded in 2008/9 to make it compatible with the AMP planning
procedures in use at WCC and to reflect a greater focus on the efficient use of resources that
the economic circumstances of this period demand.

WWL’'s AMP predicts regular preventive maintenance requirements and our maintenance
team is responsive to the unforeseen maintenance and damage repair issues that are

inherent in operating a high profile, active public space.

Contractors play a key role in this and WWL selects contractors with a proven ability and

expects them to operate within the standards of good commercial and professional practice.

WWL ensures all contracts with suppliers and other contractors are robust, measurable and
that they are reviewed and updated each year.

A particular focus is on Crime Prevention through Environmental Design (CPTED). The
essence of this practice is to design spaces with natural access control, natural surveillance,
and implied territoriality. All new developments are assessed for their CPTED conformance.
Existing areas are upgraded to reduce the potential for criminal activity.

WWL ensures that its operations, maintenance and development activities comply with
Health and Safety legislation and best practice.

18




Approach

e Set maintenance and cleaning levels of service according to whether the area is
developed or awaiting redevelopment, while maintaining the general waterfront
environment to a high standard

e Ensure contractors operate with appropriate regard to Health & Safety
requirements, are efficient and have the maintenance of a high quality waterfront as
a priority

e Contribute to planning of all new development projects to ensure future
maintenance and contracts are easily managed and kept to a minimum

e Anticipate and plan for future maintenance or construction needs

This Year’s Delivery

o Complete the upgrade of the Asset Management Planning system from a document
based plan to a living active database that is the heart of the planning, action and
recording of the life cycle management of WWL assets

e Undertake CPTED reviews of areas of entrapment, poor natural surveillance or
where territoriality is poor and implement improvements. On-going

o Implement and optimise new traffic control measures for the waterfront entrances

at Taranaki Street Wharf, and the Hunter Street entrance (the rear of the TSB Bank
Arena) - review quarterly

e Roll out the full planned and reactive maintenance requirements that the AMP
prescribes on time and within budget

e Complete Phase 1 of the wharf refurbishment programme by Q2

Rpaitingof d 5
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WORKING ON THE WATERFRONT
Strategic Objective

Provide a range of infrastructure and facilities that allows for the operation of a diverse
range of business and activities on the waterfront.

The range and number of businesses/organisations operating on the waterfront continues to
grow. WW.L recognises the considerable contribution each business has made to what the
waterfront has become. Similarly the events that the Wellington City Council Events team
organises have grown to a very full calendar over the summer months providing the vibrancy
and attraction the waterfront has for a wide and growing number of community sectors.
These events bring both strong positive and occasional negative impacts to Waterfront
businesses. The growing number of events, combined with the reduction in the available
space (particularly during the construction of the wharewaka) will require careful
management to balance the needs and aspirations of each group.

We will seek to add to the waterfront additional beneficial tenants similar to Wellington Free
Ambulance , Helipro and the like that add intangible qualities of security, purpose, longevity
and appropriateness for this environment. In particular the opportunity to secure a long
term tenancy for the new Police catamaran (due 2010) and the Police National Dive Squad
will be pursued.

Approach

WWL works to optimise the business environment for our tenants as well as event
organisers through communication, issues identification, negotiation and planning. As the
pressure to share the space increases we will facilitate a greater planning and
communication role. In particular we will foster the development of precinct business
communities centred on Queens Wharf and Taranaki Street Wharf to integrate their
business planning into the events programme and establish their own collaborative activities
to enhance their business opportunities on the waterfront.

We maintain regular contact with our tenants, other waterfront occupants (such as the New
Zealand Academy of Fine Arts, Museum of Wellington) and residents occupying apartments
on the waterfront.

We will also continue to carry out expeditious and fair rent reviews, lease renewals, and
manage lease expiries prior to their effective date. A programme is in place to meet all

tenants on a regular basis.

Any complaints or accidents are registered, and responded to, within 24 hours.
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This Year’s Delivery

e Establish regular planning and co-ordination group meetings for Taranaki Street
Wharf and Queens Wharf Precincts to facilitate event integration into their business
plans and establish collaborative activities that promote their areas. Ongoing.

Wellingtonians and visitors enjoying the waterfront facilities at Taranaki Street Wharf
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PESIGN AND PROJECT IMPLEMENTATION
Strategic Objective

To achieve a high standard of design and implementation of open spaces, public buildings
and commercial developments, taking into account robust urban design principles. These
include the use and amenity value of spaces and the way users interact between and
within buildings and open space developments.

WWL ensures that designs utilise high quality detailing, materials and construction methods
appropriate for the waterfront environment. We also recognise the requirement to deliver
designs that fit within approved budgets.

It is also important that designs promote diversity on the waterfront by encouraging
flexibility of use and allow for elements to be adaptable over time. Wellington’s Waterfront
is being built for the long term, not just for today’s generation.

Approach

All buildings and public spaces will enhance the waterfront environment. Key features
include:

e Distinctive design — high quality architecture and landscape design with attention to
external appearance, environmental sustainability, use of materials, appropriate
bulk and form, interior quality and functionality

e Design consistency — designs developed for each area will achieve a high level of
consistency and integration with neighbouring and surrounding areas '

e Open space — a variety of spaces will be provided and any buildings surrounding
them shall encourage activities to engage the users of those spaces. Open spaces
should be shaped with well-defined edges and appropriate connection to the water
and other places

e Promenade —develop and enhance people’s experience of the promenade,
recognising its predominantly pedestrian nature and encourage access to the water

o Connections — develop and enhance connections and integration from the
waterfront to the city

o Diversity — ensure that the designs and building use is consistent with “live, work
and play” objectives

The Technical Advisory Group (TAG) is actively involved in each project from inception. TAG
will review and critique the development of design guidelines, briefs and designs as they

evolve.

Only design consultants with a reputation for delivering to a high standard will be engaged.
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Design strategies containing guidelines and principles have been adopted for the following:

e Heritage treatment (buildings)
e Signage

o Car parking

e Traffic management

e Lighting

e Furniture

o Ground floor uses

e Universal disability charter

These strategies are included in the brief for each project as appropriate.

WW.L is a signatory to the Ministry for the Environment’s Urban Design Protocol and
implements proven principles of high quality urban design.

This Year’s Delivery

e Continue to implement project processes to ensure consultation and delivery is well
executed

o Continue to utilise design guidelines to ensure delivery of the projects is within
accepted parameters

e As a signatory to the Ministry for the Environment’s Urban Design Protocol WWL will
ensure that designs are prepared in accordance with stated best practice

Bascule Bridge — Taranaki Street Wharf
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DEVELOPMENT STRATEGY
Strategic Objective

To complete and implement plans for delivering the vision for the waterfront over the next
12-18 months.

This is an ambitious time-frame — but much of the ground work towards its achievement was
laid last year:

e  Design work has continued on Kumutoto sites 8, 9 and 10 leading up to the
application for resource consents in August 2009 as well as exploring opportunities
with potential tenants and development partners.

e Design work has continued on the Frank Kitts park redevelopment in partnership
with the Wellington Chinese Garden Society and Wellingtons Sister Cities Beijing and
Xiamen.

e Willis Bond & Co, the development company undertaking the proposed
redevelopment of the Overseas Passenger Terminal, together with WWL obtained a
resource consent which was latterly appealed to the Environment Court.

Ultimately, the development of the waterfront is WWL’s core business, so management of
these projects will be controlled by WWL taking a lead role until resource consents are in
place. Once consents are obtained, WWL will then determine the most beneficial way to
implement the plans for each site.

Approach

Developments are funded and built through judicious commercial arrangements with
developers and investors. Commercial proceeds enable the delivery of high quality public
spaces that would not be possible if WWL was solely reliant on WCC funding. To this end,
WW.L has negotiated ground leases in return for up-front payments on numerous buildings
across the waterfront, eg Shed 21, NZX, Chaffers Dock, Meridian Building

In all instances the land and improvements revert to WWL (or its successor) at the end of
each lease.

This Year’s Delivery

e Oversee design development and apply for resource consents for Kumutoto sites 8 &
9in Q2

e Oversee design development and apply for resource consent for the redevelopment
of Frank Kitts Park in Q3, subject to reaching agreement with the Wellington Chinese
Garden Society and Wellington Chinese sister cities
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Project manage the construction of the wharewaka at Taranaki Street Wharf with
completion in Q2 2010/11

Oversee design development of further public space enhancements at Taranaki St
Wharf

Develop concepts, seek approvals and oversee design development for the
redevelopment of Queens Wharf, including Shed 6 and the Outer-T and prepare a
master plan that will be publicly consulted upon as part of the process of adopting it
as a variation to the district plan. Concepts to be agreed by Q2

Artist’s impression — of sites 8 & 9
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Project Plan Table

PROJECTS

USE

STATUS

Overseas Passenger Terminal -
Clyde Quay

‘Redevelopment of the Overseas

Passenger Terminal into a complex of
residential apartments with associated
complementary ground floor uses.

Awaiting outcome of the Resource
consent appeal to the Environment
Court.

Sites 8,9 & 10

Building sites in Kumutoto, adjacent to
the Whitmore St entrance.

Resource consent applications for
sites 8 & 9 to be lodged during the 1%
quarter of the 2009/10 year.

Frank Kitts Park

To be redeveloped to provide greater
integration between the city and the
harbour and to include a Chinese
Garden

Resource consent application to be
lodged during the 2™ quarter of the
2009/10 year.

Wharewaka

The Wellington Tenths Trust proposal
(in conjunction with WCC) to construct
a wharewaka {canoe house) to house
ceremonial waka and provide a
cultural attraction for visitors.

Resource consent granted in
November 2005.

Project funding finalised.

Construction to commence 2"GI
quarter of the 2009/10 year.

Taranaki St Wharf public space

Improvement of landscaping around
Taranaki St Wharf, the lagoon, and
planted areas around the Wellington
Free Ambulance building.

Design to be developed in
conjunction with the wharewaka
project and construction to be
completed in similar timeframe

Queens Wharf/Shed 6, TSB Bank
Arena and the Outer-T

Shed 6 — Proposed redevelopment,
potentially in conjunction with TSB
Bank Arena.

TSB Bank Arena — Proposed
redevelopment of the building in
conjunction with Shed 6 and in
particular, addressing southern end
design issues.

Outer-T - Proposed redevelopment of
the building and public space.

_Public ideas competition completed

and master planning project to be
completed in the 3rd quarter of
2009/10.

Waitangi Park Sites 1 & 2

Low level building within the Waitangi
Park precinct adjacent to the Clyde
Quay Boat Harbour to contain
recreational activities on the ground
floor and upper floors if viable.

Design competition held and WDSC
approval granted in November 2005.
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PROJECTS

USE

STATUS

Waitangi Park Site 3

A four storey, mixed-use building site
on Waitangi Park to the east of
Chaffers Dock containing activities
complementary to the neighbouring
park and apartments.

Design competition held and WDSC
approval granted in November 2005.

Waitangi Park Site 4 - Transition
Building

A new four storey building to provide
cultural/recreational amenities and

" some car parking for Waitangi Park,

designed to transition from the bulk
and height of Te Papa to the Park.

Design competition held and WDSC
approval granted in November 2005.

Intermediate Uses on long term
development sites

Investigate a number of interim uses
for Site 10 and the transition site
pending development.

Initial stages of investigation.

Wharf pile repair

Repair Queens Wharf and Taranaki
Street Wharf piles and structure.

First tranche of work under Taranaki
Street Wharf to be completed by
June 2010.

Graphic illustration of proposed development for sites 8 & 9
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INVESTIGATING FURTHER RECREATIONAL AND CULTURAL OPPORTUNITIES
Strategic Objective

To provide a range of amenities and features that enhances opportunities for recreational
and cultural activities on the waterfront.

The changing economic situation will affect the way in which Wellingtonians will expect us to
manage their prime public space.

e We anticipate more participation in free or low cost events as families adopt leisure
pastimes that fit within limited budgets.

e More people will establish small sustainable crafts activity or grow produce. They
will seek market operations to connect with the Wellington population to provide an
outlet for their goods. Wellington Waterfront will provide those facilities.

e Wellington is now a major tourism centre and relies on a continual stream of new
arrivals as a contribution to our economic activity. A growing portion of this stream
come from motor-home travellers, and many of these travellers use our car-parks to
camp-out in the city. We will upgrade a proportion of our car-parks to provide a
unique central city campervan park that provides sufficient quality facilities for
travellers to remain in Wellington a few extra days.

e Active mode transportation (walking and cycling) will grow as health initiatives, low
cost leisure activities and affordable commuting options take hold. The waterfront is
the hub of most of these routes and will play an increasing role in encouraging active
transport. '

Wellington Waterfront will continue to work with other organisations, notably the
Wellington Sculpture Trust to provide locations and support the establishment of high
quality significant artworks and sculpture.

Approach
Annually, WWL staff, Directors and other stakeholders brain-storm ideas for the provision of
recreational and cultural amenities on the waterfront. These are investigated as to their

appropriateness and feasibility, as are the considerable numbers of proposals that come
from external individuals and organisations.
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This Year's Delivery

e Enhance the existing food market at Waitangi Park to provide a wider range of
locally grown produce. Improve the infrastructure and marketing so that this
market becomes the preferred site to connect the authentic growers with the
Wellington consumers. On-going incremental development.

e Provide a venue for the Wellington Creative Trust to establish The Wellington
Creative Market which will operate every Sunday. The market is intended to be a
high quality artisan designer market that will promote Wellington as the Creative
Capital of New Zealand by October 2009.

e Work with the Greater Harbour Way Coalition to establish Queens Wharf as the
heart of the “Great Harbour Way”. The GHW is being developed as a continuous
public and safe route for walkers and cyclists around the perimeter of Te
Whanganui-a-tara (Wellington Harbour) with potential connections into the wider
regional cycling and walking networks. Establishing Queens Wharf as the heart will
allow promotion of round trips that start and finish at this point.

e Assist the Wellington Sculpture Trust to install two new sculptural works. Kina by
Michael Tuffery and the second Four Plinths installation.
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Corporate Support

WWL’s focus on delivering and developing the waterfront experience is supported by
corporate activities and processes that underpin efficient and effective delivery. They are
discussed below under the following headings:

e People

e Communication

e Strategy and Planning

e (overnance

e Finance

e Internal Systems and Process
e Information Management

Wellington Free Ambulance - Linkspan Response Base
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PEOPLE
Strategic Objective

To maintain a small, high performance team that demonstrates the required capabilities,
values innovation, acts professionally and ethically and operates in an environment that
fosters delivery to the highest standards.

Approach

With a staff complement of only eight, it is imperative that we retain and attract highly
motivated and skilled people that exemplify the organisation’s values to provide optimum
delivery of the Wellington Waterfront Framework. WWL has developed and maintained a
strong team-based culture that recognises and utilises each individual’s skills and actively
promotes effective communication, co-operation and teamwork. All staff members are able
to develop professionally through a series of personal and professional training
opportunities.

The Board’s People and Performance Sub-committee ensures that appropriate remuneration
and people policies, procedures and programmes are in place.

This Year's Delivery

e Ensure all staff have Performance Agreements for the 2009/10 year — by 31 July
2009

e Complete performance appraisals with all staff on a quarterly basis
e Enable staff to implement their individual training plans — review quarterly

e Ensure all managers complete and regularly update their conflicts of interest
declarations, according to company policy — review quarterly

e Acknowledge and celebrate success —as appropriate
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COMMUNICATION
Strategic Objective

To ensure Wellingtonians share the Wellington Waterfront Framework’s vision for the
waterfront, understand how the physical features will make the vision real and support
WWL’s efforts to bring the vision into reality. f

WWL must convey strong, often visual, messages about the future waterfront to help
Wellingtonians place proposed new developments and visualise how they will enhance their
experience of the waterfront. Itis also important to remind them of the asset that already
exists and that this actually came about through a development process.

To ensure these messages are clear and well understood, WWL must tailor the content,
delivery and frequency of its communication activity to meet the needs of its various
audiences.

There are challenges to communicating effectively with Wellingtonians. These include the
cost of communicating to mass audiences through paid media, the principle within the news
media that conflict and controversy make news — positive stories generally do not, the initial
anxiety among Wellingtonians that any new proposal may compromise their enjoyment of
the current waterfront experience, the number and diversity of communities of interest and
the difficulty of communicating concepts.

Approach

WWL uses a combination of approaches to engage effectively with key stakeholders and
inform the public about waterfront development projects. It is important that WWL
continues to build confidence among Wellingtonians that we share the things they value
about the waterfront, have their interests at heart and that we have the expertise to do the
job to a high standard.

Communications in the coming year will continue to focus on keeping the wider community
abreast and further strengthening relationships with key stakeholders.

This focus translates into the following key areas of work, all of which are underpinned by
ongoing research and consultation:

e Communicating with Wellingtonians through a programme of presentations and
displays in the community, the continued enhancement of WWL's Waterfront
Project Information Centre, maintenance of its website and active engagement with
the waterfront’s various communities of interest

o Promoting to the public and fostering input into the implementation of the

waterfront’s various projects, through specific communications activities planned for
each project
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Maintaining effective relationships with key stakeholders, particularly the
Wellington City Council and the waterfront community, through a managed
programme of engagement, appropriate to each group

34




STRATEGY AND PLANNING
Strategic Objective

To have robust, transparent strategy and business plans that will allow us to plan
comprehensively, deliver efficiently and measure honestly, while retaining the flexibility to
respond to the changing environment in which we operate. ‘

WWL has developed a comprehensive three-year Strategic Plan and will continue to develop
the annual Business Plans that will see those strategies delivered. These plans are informed
by the various governing documents/frameworks we are required to operate within as well
as providing details on our activities and approach.

The Strategic Plan will continue to be regarded as a living, dynamic document and will be
amended as necessary to reflect changes in the property market and in stakeholder
expectations.

Approach

Strategy development and planning are regular activities in WWL’s business year and take
into account long, medium and short term horizons that can be reviewed and aligned to
changing circumstances. WWL ensures that the annual business plan and staff’s individual
work plans are aligned with and support delivery of the strategy.

This Year’s Delivery

e Work closely with WCC to ensure that strategies and plans support and are
supported by the city’s objectives, and meet the requirements outlined in the
Council’s Letter of Expectation

e Ensure that organisational and individual KPIs are determined prior to the beginning
of the financial year and follow the approaches and deliverables outlined in the
Strategic Plan — by 1 July 2009

e Review WWL’s current standard and methods of reporting and implement areas
identified for improvement — ongoing

e Preparation of comprehensive transitional plans to ensure a smooth handover to the
Council = June 2010
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GOVERNANCE
Strategic Objective

To provide strong, well-focused Board leadership for WWL that enables the organisation to
achieve its objectives by ethical and robust decision making at a strategic and policy level
and provide input into specific operational issues when required.

Directors are appointed by the shareholder and usually serve three year terms. This ensures
a regular turnover of Directors, bringing new views and skills to the board table. There are
five Directors on the Board.

The Board includes one Director who is also a WCC Councillor which further strengthens
liaison between WCC and WWL.

WWL's Board has the task of meeting its obligations of running a “public” company at the
same time as meeting the multi-dimensional complexities arising from being a politically
accountable Council Controlled Organisation. The Board has a commitment to timely and
effective communication and positive working relationships with WCC and its various
committees.

Approach

As with any company, the board sets the tone and exemplifies the values of the
organisation. Best practice examples provided by the Institute Of Directors have been
embraced as guidelines.

Because of the environment in which WWL operates, the Board has always played a key role
in the delivery of the company strategy.

In fostering good governance practices we are continually monitoring the separation of the
various roles and responsibilities of management, the Board, and WCC.

Relationships are fostered with our shareholder, the WCC, so that its commitment to WWL,
as its waterfront implementation manager, is reinforced, and that the value and principles
enshrined in the key governance documents continue to be recognised. These documents
are:

= Wellington Harbour Board and Wellington City Council Vesting and Empowering Act
1987 '

= Constitution of Lambton Harbour Management Limited (Wellington Waterfront Ltd)

= Qverview Agreement between WCC and Lambton Harbour Management Limited
(Wellington Waterfront Ltd)

= Property Trust Deed

= Statement of Intent

®  The Wellington Waterfront Framework

Foreshore and Seabed Act 2004
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This Year’s Delivery

o Ensure that WCC is kept fully apprised of WWL's activities through regular formal
meetings with WCC representatives - ongoing

o Work with WCC’s CCO Performance Sub-Committee to monitor Key Performance
Indicators agreed for WWL in the waterfront’s development — onhgoing

o Review Board practices and processes to maintain the distinction between
governance and management —ongoing as part of the role of WWL’s People and
Performance Committee

o Following last year's comprehensive Board self-assessment perform a follow-up
Governance Review questionnaire —July 2009

37




INTERNAL SYSTEMS AND PROCESS
Strategic Obj‘ective

To have disciplined and consistent implementation of our strategies and project plans,
comply with legislative requirements and have sound internal controls that protect assets
and operations from undetected fraud or theft.

It has become increasingly important to document, standardise and review the systems in
place for project delivery; consultation and resource consents, property maintenance, asset
management and health and safety. A comprehensive Corporate Manual assists in ensuring
that delivery in each area of the business is consistent.

This manual will also aid a smooth hand-over from WWL to the WCC on completion of the
waterfront project.

Risk management plans across each of WWL’s work-streams have also been combined
within a single Risk Management Policy. WWL has consulted with the WCC’s Risk Assurance
team to ensure all risks significant to the City Council are also identified. This Risk
Management Policy is contained within the Corporate Manual.

Approach

This objective is met through ongoing reviews and updates of WWL’s Corporate Manual
accounting procedures, information management processes and systems and staff’s
individual work plans. The meeting of legislative compliance requirements also assists in
ensuring that assets are protected and fraud or theft cannot go undetected.

This Year’s Delivery

Preparation of comprehensive transitional plan in anticipation of the eventual
handover of assets and management to WCC

e Review accounting procedures and information management processes - ongoing
e Ensure compliance with legislative requirements — ongoing
e Review WWL’s archiving system and progressively digitalise information storage. It

is anticipated this will be a separate project as part of the requirements for
transition to WCC
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FINANCE
Strategic Objective

Ensure that all development proposals are able to be funded as and when required and
that all financial reporting is in accordance with General Accepted Accounting Practices
(GAAP) '

With limited funding resources available to us from WCC, we need to ensure we prioritise
our projects, maximise financial returns from commercial developments, while at the same
time complying with various prescribed Wellington Waterfront Framework and operational
guidelines.

During 2006/07, WWL advised WCC that delays in the timing of WWL'’s receipt of some
commercial proceeds had occurred, resulting in a temporary funding shortfall in WWL's cash
flow. In June 2007 Council approved temporary additional funding to cover this shortfall
until the proceeds from the development sites have been received. This will not increase
the amount of funding of $15 million already agreed by the WCC.

In December 2008 WCC reviewed the operation of the waterfront. A detailed review was
performed on the long term financial implications for the waterfront and these were
included in the Council’s LTCCP.

As a consequence of the Hilton hotel not proceeding, the Overseas Passenger Terminal
proceeds being delayed by Environment Court appeal, and delays in other site
redevelopment due to the economic environment, our temporary funding at each year-end
has been re-assessed and is shown overleaf.

WW.L has adopted the International Financial Reporting Standards in conjunction with WCC.
Approach

To ensure the necessary funding is available to meet WWL’s and the Project’s funding
requirements at the appropriate time we continue to maintain and enhance a dynamic

financial model to manage our cash-flow.

Forecast financial statements are produced, as required by WCC and outlined in its Letter of
Expectation.

WWL also actively manages risks and insurances so that any ill-effects from occurrences are
controlled.
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This Year’s Delivery

Continuously monitor financial resources and outcomes to ensure the necessary
funding is available to meet WWL’s and the Project’s requirements at the
appropriate time

Review all financial management processes and where necessary upgrade.

Actively manage risks and insurances so that effects from occurrences are controlled
— by March 2010

In support of this Business Plan the financial statements include:

e o 0 e

@

A forecast statement of financial performance

A forecast statement of financial position

A forecast statement of cash flows

Any other forecast financial statements required by GAAP

A reconciliation of net cash flows from operating activities to the net surplus /
(deficit) in the operating statement

A statement of movement in equity or taxpayers’ funds

We are required to provide the above budgeted requirements for each quarter of 2008/09.
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) ' Financial Plan

The financial plan adheres to Council’s policy that:

1 e Revenue made on the waterfront is used to fund expenditure on the waterfront, and

o A contribution of up to $15 million to fund public space and waterfront operating
costs, plus an annual management fee, will be made in the period to the completion
of waterfront development set out in the Waterfront Framework.

e WW.L has received Council approval for short term funding to complete contracted

public space expenditure over the three years covered by this Strategic Plan. This
short term funding will be repaid as commercial proceeds are received (tbc).

Forecast WCC funding by year (excluding the Management Fee)

WCC WCC Capital WCC WCC Total
Operating Contribution Contribution Temporary WCC
Contribution TSB Bank Additional Contribution
~ Arena upgrade Funding /
(Repaying)
S million S million S million S million S million
o 2005/06 (actual) - 4.00 - - 4.00
2006/07 (actual) - 7.25 0.32 - 7.57
et 2007/08 - 3.75 1.80 3.90 9.45
j 2008/09 - - - 0.75 0.75
o 2009/10 - - - 4,70 4.70
- 2010/11 - - - 1.50 1.50
2011/12 - - 9.75 9.75
Beyond 2011/12 # - - - (20.60) (20.60)
. Total - 15.00 2.12 - 17.12

# Borrowing repaid on receipt of commercial proceeds.

Of the WCC’s capital contribution of $15m, $4.00m was drawn down in 2005/06 to enable
Stage 1 of Waitangi Park to be completed. $7.25m was drawn down in 2006/07 to enable
the commencement of the committed Kumutoto public space and in 2007/08 the balance
($3.75m) was drawn down to complete the Kumutoto public space development.

The Financial Plan also allows for the continued WCC funding of the management fee which
covers the annual operating costs (payroll, governance, IT and administration) of Wellington
Waterfront Limited. The Company proposed, as part of a restructuring of operations, to
reduce the management fee to from $1.65m to $1.2m from 1 July 2008.
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The Financial Plan includes the following schedules:
1. Schedule of Commercial Developments

Shows the forecast proceeds from commercial developments each year based on the project
plan programme. :

2. Schedule of Public Space Developments and Other Capital Expenditures

Shows the forecast expenditure on Public Space and other capital expenditure projects for
each year based on the Project Plan.

3. Funding Schedule

Shows the Wellington Waterfront Project forecast receipts and payments and the proposed
funding mechanisms and amounts.

4. Earnings Statement (Statement of Financial Performance)

The forecast annual Statement of Financial Performance.

Rental income is forecast to decline significantly over the next few years as income
generating assets are either released for long term development or are replaced by

developed public space.

Gains on the realisation of assets are now projected in years beyond 2011/12 as the long
term lease of development sites is completed.

Depreciation costs are expected to increase over the same period as public space
developments are completed.

5. Statement of Assets and Liabilities (Statement of Financial Position)

The forecast annual statement of financial position.

6. Movemenits in Equity

The forecast annual movements in the Wellington Waterfront Project’s equity.

WCC’s equity in the Wellington Waterfront Project is projected to increase from $139.9m
(June 2007) to $156.8m (June 2011).

7. Cash Funds Schedule

A detailed forecast of annual receipts and payments.
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CCO: Wellington Waterfront Project
Business Plan 2008/10

Summary of Commercial Developments

Kumutoto - Sites 8 to 10 public space

Queens Wharf - Square / Promenade / Quter - T
Hunter Street traffic control measure

Frank Kitts Park

Wharewaka

Taranaki Street Wharf (TSW)
TSW traffic control measures
OPT public space

Chaffers Marina - maintenance
Chaffers Marina - relocation
Wharf maintenance*
Kumutoto PS - WC

Minor Works

Total

2009/10 2010/11 2011112 201_2 and beypnd Total
$m $m $m $m : $m
0.000 0.000 0.000 34.725 34.725
200910 2010111 2011/12 '2012 and beyond - Total |
$m $m $m $m $m
2.000 2.000
1.250 1.250
0.500 0.500
5.000 5.000
0.373 0.373
0.440 1.000 1.440
0.100 0.100
1.500 1.500
0.250 0.250
0.400 0.400
1.415 4.521 4.070 10,006
0.400 0.400
0.200 0.100 0.100 0.400
3.428 1,350 9.621 9.220 23.618

*Note: Wharf maintenance excludes Overseas Passenger Terminal wharf structure and assumes Outer-T repaired to a minimum level only.




CCOo: W@Eﬁmg‘fz@h Waterfront Project
Business Plan 2009/10

Receipts

Operating

Proceeds from commercial developments
Total receipts

Payments

Wateriront operating costs
Public space developments
Total payments

Net cash surplus/(deficit)

Funded by:

Realisation of / (investment in) term deposits

Wellington City Council contributions - TSB Arena funding
Wellington City Council contributions - Drawdown (balance of $15M)
Wellington City Council contributions - Borrowing

Total funding

Funding from Wellington City Council
Contributions for waterfront operational costs
Contributionsfor public space developments
Total Wellington City Council Funding

2008/10 2010/11 201112 Total
$m $m $m $m
5.226 5299 4175 14.701
0.000 0.000 0.000 0.007
5.226 5.299 4175 14.7¢
6.724 5.297 4527 16.547
3.428 1.350 9.621 14.3¢
70.152 6.647 14.148 30.947
3.526 347 5.973 6.2
0.361 0.36
0.0(
0.00Y
4,700 1.500 9.750 15.950
5.061 1.500 9.750 6.3 |
0.009
4.700 1.500 9.750 15.9 1|
4.700 7.500 9.750 15.9..
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CCO: Wellington Waterfront Project

Business Plan 2009/10 $x000's
INOVEMENTSINEQUIY, = @ 2010 2011 2012
Statement of Movements in Equity .

Opening Balance 171,692 173,285 172,679

Net Profit / (Loss) after Tax (4,307) (3,308) (3,661)

Commercial Development proceeds 0 0 0

Total recognised revenues and expenses for the year (4,307) (3,306) (3,661)

Contributions from WCC

Equity Contributions for Public Space 4,700 1,500 9,750
Equity Contributions for Operations 0 0 0
Equity Contributions for Management Fee 1,200 1,200 1,200
Total WCC Equity Contributions 5,900 2,700 10,950
Equity as at 30th June 173,285 172,879 179,968




CCO: Wellington Waterfront Project

Business Plan 2009/10

Public Space Fund’
Receipts
WCC Equity Contribution / Loan Financing
TSB Arena Development - WCC Contribution
Total Receipts

Payments
Public Space Improvements
Total Paymentis
Net Transactions for Period
Brought Forward Balance
Balance at end of Period

Commercial Development Fund
Receipts

Proceeds from Commercia! Developments
Total Receipts

Payments
Commercial Development costs
Total Payments
Net Transactions for Period

Brought Forward Balance
Balance at end of Period

Operations Fund

Receipis

WCC Equity Contribution - WWL Fee
Receipts from customers

Interest Receijved

Other

Total Receipts

Payments
Operating Expenses before Int, Tax, Depcn
Working Capital Adjustments - Payables
Loan payments / interest
Total Payments

Net Transactions for Period

Brought Forward Balance
Balance at end of Period

Net Cash at end of Period

4,700 1,500 9,750
0 0 0
4,700 1,500 9,750
3,428 1,350 9,621
3,428 1,350 9,621
1,272 150 129
(7,056)]  (5,784)|  (5,634)
5784)  (5,654)] _ (5,505)
0 0 0

0 0 0

0 0 0

0 0 0

0 0 0
9,021 9,021 9,021
g,021 9,021 5,021
1,200 1,200 1,200
4,024 4,075 4,151
2 24 24
5,226 5,299 5,375
5,654 4,539 4,602
500 0 0
570 758 1,125
6,724 5,207 5,727
(1,498) 3 (352)
(1604)]  (3,102)]  (3,099)
G102 (3,009)]  (3,451)
135 288 65
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