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OF

WELLINGTON CITY COUNCIL

AGENDA
Time: 2:00 pm
Date: Thursday, 23 April 2020
Venue: Virtual meeting

MEMBERSHIP

Mayor Foster
Councillor Calvert
Councillor Condie
Councillor Day
Councillor Fitzsimons
Councillor Foon
Councillor Free (Deputy Mayor)
Councillor Matthews
Councillor O'Neill
Councillor Pannett
Councillor Paul
Councillor Rush
Councillor Sparrow
Councillor Woolf
Councillor Young

Have your say!

You can make a short presentation to the Councillors at this meeting. Please let us know by noon the working day
before the meeting. You can do this either by phoning 04-803-8334, emailing public.participation@wcc.govt.nz or
writing to Democracy Services, Wellington City Council, PO Box 2199, Wellington, giving your name, phone
number, and the issue you would like to talk about. All Council and committee meetings are livestreamed on our
YouTube page. This includes any public participation at the meeting.
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1. Meeting Conduct

1.1 Karakia

The Chairperson will open the meeting with a karakia.

Whakataka te hau ki te uru, Cease oh winds of the west
Whakataka te hau ki te tonga. and of the south

Kia makinakina ki uta, Let the bracing breezes flow,

Kia mataratara ki tai. over the land and the sea.

E hi ake ana te atakura. Let the red-tipped dawn come

He tio, he huka, he hauhd. with a sharpened edge, a touch of frost,
Tihei Mauri Ora! a promise of a glorious day

At the appropriate time, the following karakia will be read to close the meeting.

Unuhia, unuhia, unuhia ki te uru tapu nui Draw on, draw on
Kia watea, kia mama, te ngakau, te tinana, Draw on the supreme sacredness

te wairua To clear, to free the heart, the body
| te ara takatu and the spirit of mankind

Koia ra e Rongo, whakairia ake ki runga Oh Rongo, above (symbol of peace)
Kia watea, kia watea Let this all be done in unity

Ae ra, kua watea!

1.2 Apologies
The Chairperson invites notice from members of:
1. Leave of absence for future meetings of the Wellington City Council; or

2. Apologies, including apologies for lateness and early departure from the meeting,
where leave of absence has not previously been granted.

1. 3 Announcements by the Mayor

1. 4 Conflict of Interest Declarations

Members are reminded of the need to be vigilant to stand aside from decision making when
a conflict arises between their role as a member and any private or other external interest
they might have.

Page 5



Absolutely Positively
COUNCIL Wellington City Council

23 APRIL 2020 Me Heke Ki Poneke

1. 5 Confirmation of minutes

The minutes of the meeting held on 16 April 2020 will be put to the Council for confirmation.

1. 6 Items not on the Agenda
The Chairperson will give notice of items not on the agenda as follows:

Matters Requiring Urgent Attention as Determined by Resolution of the Wellington City
Council

The Chairperson shall state to the meeting.

1. The reason why the item is not on the agenda; and

2. The reason why discussion of the item cannot be delayed until a subsequent meeting.
The item may be allowed onto the agenda by resolution of the Wellington City Council.
Minor Matters relating to the General Business of the Wellington City Council

The Chairperson shall state to the meeting that the item will be discussed, but no resolution,
decision, or recommendation may be made in respect of the item except to refer it to a
subsequent meeting of the Wellington City Council for further discussion.

1. 7 Public Participation

A maximum of 60 minutes is set aside for public participation at the commencement of any
meeting of the Council or committee that is open to the public. Under Standing Order 3.23.3
a written, oral or electronic application to address the meeting setting forth the subject, is
required to be lodged with the Chief Executive by 12.00 noon of the working day prior to the
meeting concerned, and subsequently approved by the Chairperson.
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2.

General Business

FUTURE OF KARORI EVENTS CENTRE

Purpose

1.

This report asks the Council to accept the gift of the Karori Event Centre from the Karori
Community Hall Trust and to approve funds for its completion and ongoing operation
allowing it to function as a community hall and a new base for Footnote New Zealand
Dance.

Recommendation/s

That the Council:

1.
2.

10.

Receive the information.

Agree to accept the gift of the Karori Event Centre Building from the Karori Community
Hall Trust on the condition it is available for a reasonable amount of community use.

Note that this gift will be the subject of a Deed of Gift detailing the terms and
conditions required by both Council and the Trust. This will include appropriate
recognition for the generosity of the various funders and supporters who enabled this
building to be built.

Agree to bring to an end the ground lease previously granted by Council to the Karori
Community Hall Trust that permitted the building to occupy Council land.

Note that a previous resolution of Council required that the proceeds from the sale of
the St Johns Hall site offset $610k of advance funding provided by Council to the Trust
towards the build of the Karori Events Centre.

Note that as the advance to the Karori Community Hall Trust has been utilised for the
construction of the building, Council does not expect this amount to be returned as the
value is reflected in the building asset gifted to Council.

Note that the Karori Community Hall Trust will be repurposed so that it can be an
ongoing supporter of the Karori Event Centre including completing the fundraising to
allow installation of the retractable seating.

Note that officers intend to offer Footnote NZ Dance a lease to occupy the building
with a requirement to make the unused spaces available to the community.

Agree to a capital expenditure budget increase of $1.22m (GST excluded) for the
building fit-out, noting that this will be offset by any proceeds from the sale of the St
Johns site, over and above the initial $610k already committed

Agree to increase Council's operating budget by $95,000 (GST excluded) to fund the
ongoing operational costs for this building, to be partly offset by rent from the lease(s)
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11.  Note that officers will work with the Karori Community Hall Trust to project manage the
completion of the building before it is formally gifted to Council.

Background

2. The Karori Community Hall project has a 20-year history. The community hall was
wanted by the Karori community and was initially supported by the Council as part of
the 2001 Karori Town Centre Upgrade. The St Johns site, (refer to map of Karori Town
Centre) was purchased by the Council at a discounted price on the proviso it would be
used for community purposes. The cost of relocating the community hall from the St
Johns site was expensive and the Councils Community Facilities Review didn't justify
more investment in Karori. The St Johns site was later declared surplus and is now part
way through an expressions of interest process.

3. The need for a community hall continued to be the subject of debate however in 2009
it became evident to the community that the Council would not fund a new community
hall and the community took on the project and formed the Karori Community Hall
Trust (the Trust) to raise funds to build a community hall.

4. The Trust raised $1.985m and the Council agreed to contribute an additional $920,000
(comprising $610k-an advance on the St Johns site sale money plus $310k grant).

5.  Despite the fundraising efforts the Trust was unable to raise enough money for the
completion of the building and all building activity was stopped and build mothballed.

6. During the 2019 Annual plan, the Trust asked Wellington City Council (WCC) for an
additional grant of $1m. Councillors advised the Trust to work with officers to find a
way forward.

Discussion

7. Thereis a $2.4m building shell (weathertight but incomplete), funded by grants, the
Council, community and other donors. It is on Council land in the middle of the Karori
Community Facilities precinct.

8.  The building owner, the Trust, is unable to finish it and will be insolvent in around 2
years when it runs out of money to insure the building. At this point the building will
revert to Council. Accordingly, a proactive solution needs to be found.

9.  Arange of options were explored with officers and the Trust. The analysis considered
the costs of building completion along with flexibility for changing needs of the
community over time, risk and community acceptance. Some of the potential options
may have delivered lower operating costs but had significantly higher fit-out costs.
Some options were eliminated at an early stage as they failed to meet one or more of
the criteria.

10. The Trust and WCC officers agreed that the best option was to complete the building
for use as a Community Hall.
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11.  Officers have been working with Footnote New Zealand Dance (Footnote) to explore

12.

13.

14.

accommodation options as their current lease (in Cuba St) will end in December 2020.
Footnote would like to lease the building and operate it, which includes making it
available for community use — the Trust and officers support Footnote as a lease. This
will see the space fully occupied in what is normally a hard to fill time. It also provides a
great opportunity for development of more creative stream of community activity.

Footnote would pay an annual lease fee and be responsible for the building utilities
(power cleaning etc). This provides a more certain income stream for the building
thereby reducing the financial risk.

The completion of the building as a community hall and with Footnote as a tenant has
been confirmed by the Trust as being acceptable to the major funders as the building

will still be a community facility and Footnote is a not-for-profit organisation engaged
in community activities.

The Trust and Footnote (and KCC where appropriate) have agreed on the following
elements of the proposal that is now presented to Council for approval.:

1.  The Trust will gift the building to WCC for community purposes. Any change
from that will require community consultation. This will be done by way of a Deed
of Gift which will also cover bringing the existing Ground Lease to an end.

2.  The Trust will repurpose itself as a supporter of the building. They will apply
for grants to add assets to the building; the Council will accept the retractable
seating (once the fundraising is completed), subject to a building consent being
obtained and confirmation that the floor won't be adversely impacted) and the
seats will be gifted to WCC as an addition to the building.

3. Fit-out cost of $1.22m (GST excluded) to be funded by WCC. The additional
capital budget is being sought outside the Annual Plan process as the fit-out
project needs to commence as soon as possible as Footnotes lease expires on 31
December 2020, and the fitout is a 6-month project.

4. Trust to manage fit-out completion with WCC oversight. The Trust will
manage the fit-out project to complete the building, gain code compliance and
deliver the completed building to the Council. The Trust will continue with the
existing construction company, design team and project manager. Officers will
appoint a project manager to work with the Trust and their project manager to
manage the Council’s risks .

5. Operational costs - deficit of $95k per annum. WCC will own the building and
be responsible for all building costs. The draft operating budget has a year 1
deficit of $95k (GST excluded) with the costs based on a 10-year AMP and
depreciation expense. The operating cost will in part be offset by the Lease
income received from Footnote of approxametly $23,000 per annum. Footnote
curently receivies a grant from Council to pay the Lease at Cuba Street.

6. Lease of the building to Footnote
Officers will enter into a community lease of the building to Footnote and
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Footnote will take full responsibility and control of the building. Footnote will
make the building available for commuity use and is aware that they will need to
manage the utilities themselves.
Options
15.  The Council has the following options:
Option 1: Agree with officer's recommendations as outlined in this report.
Option 2: Do not agree with the recommendations and keep the status quo, i.e.
mothball the unfinished building
Next Actions
16. If recommendations are adopted the following next steps are planned:

WCC to finalise the project management arrangements with the Trust in May
2020

The Trust to have the detailed design completed and costed in May and June
2020

Any building consent amendment to be submitted in June 2020
Project fit-out commences in July 2020
Lease and Deed of Gift documents to be finalised in October 2020

Building completed and opened in December/January 2020/21

Attachments

Attachment 1. Karori Community Precinct § Page 12
Author Jenny Rains, Community Services Manager

Authoriser Paul Andrews, Chief Operating Officer (Acting)
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SUPPORTING INFORMATION

Engagement and Consultation
Not applicable

Treaty of Waitangi considerations
Not applicable

Financial implications
Not applicable

Policy and legislative implications
Not applicable

Risks / legal
Not applicable

Climate Change impact and considerations
Not applicable

Communications Plan
Not applicable

Health and Safety Impact considered
Not applicable

Item 2.1
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Council Decisions

2000 Council purchases St Johns site

2001/02 Annual plan allocates $188k to move community hall
2005 Council decides Community Hall too expensive to move

2007 SPC noted results of community facilities work and community hall provision being led
by newly formed Trust.

2007 Agreement to lease the site
2009 Grants lease of site to Trust

2015 Agreed the St Johns Hall is surplus to requirements and instructed officers to proceed
with the sale - delegated to the CE

Item 2.1, Attachment 1: Karori Community Precinct Page 13
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2016 Agreed $310,000 grant funding

$50k in 2016/17

260k in 2017/18
2016 Agreed to grant the proceeds of the sale of the St Johns Hall to the Trust- $610K (the
estimated net proceeds for the building factoring in paying transaction costs and repaying
debt).
Any release of funds was contingent on the group raising $1.3 million from non- council
sources

Note- post Kaikoura Earthquake the St Johns Hall was demolished — the site has not been
sold

May 2016 - The trust requested the release of the Council’s funding.

June 2016 The Chief Executive agreed to release the funds through a grant of $920,000 plus
GST

Late 2016 - Construction started
2017 (November) - construction of the Centre was halted due to lack of funds

2018 (Early) - Construction site closed

Page 14 Item 2.1, Attachment 1: Karori Community Precinct



Absolutely Positivel
COUNCIL Wellington City Cou);lcil
23 APR”_ 2020 Me Heke Ki Poneke

3. Committee Reports

ltem 3.1

REPORT OF THE GRANTS SUBCOMMITTEE MEETING OF 18
MARCH 2020

Members: Mayor Foster (not present — apologies accepted), Councillor Day (not
present — apologies accepted), Councillor Fitzsimons (Chair), Councillor Foon,
Councillor Matthews (Deputy Chair), Councillor Pannett, Councillor Paul (not
present — apologies accepted).

The Grants Subcommittee recommends:

BUILT HERITAGE INCENTIVE FUND ROUND 1 OF 1 2019/2020 FINANCIAL YEAR

Recommendation/s
That the Council:

1. Agree to the allocation of two grants for seismic strengthening work as follows:

Project # Project Total Project Amount Amount Amount
Cost Requested eligible for | Recommended

funding ex GST if

applicable

5 45-55 Courtenay $749,779 $260,000 $749,779 $150,000

Place ($5m total
costs)
6 75 Taranaki Street $4,092,526 $350,000 $4,092,526 $160,000

Website link to the Grants Subcommittee meeting agenda and minutes:
https://wellington.govt.nz/your-council/meetings/committees/grants-
subcommittee/2020/03/18

Attachments
Nil

Iltem 3.1 Page 15
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4. Public Excluded

Recommendation

That the Council:

1. Pursuant to the provisions of the Local Government Official Information and
Meetings Act 1987, exclude the public from the following part of the

proceedings of this meeting namely:

General subject of the
matter to be considered

4.1 Wellington International
Airport Limited
shareholder proposal

Reasons for passing this
resolution in relation to
each matter

7(2)(b)(ii)

The withholding of the
information is necessary to
protect information where
the making available of the
information would be likely
unreasonably to prejudice
the commercial position of
the person who supplied or
who is the subject of the
information.

7(2)(h)

The withholding of the
information is necessary to

enable the local authority to

carry out, without prejudice

or disadvantage, commercial

activities.

7(2)(i)
The withholding of the
information is necessary to

enable the local authority to

carry on, without prejudice
or disadvantage,
negotiations (including
commercial and industrial
negotiations).

Ground(s) under section
48(1) for the passing of
this resolution

s48(1)(a)

That the public conduct of
this item would be likely to
result in the disclosure of
information for which good
reason for withholding
would exist under Section 7.

Page 17



Absolutely Positively
COUNCIL Wellington City Council

23 APRIL 2020 Me Heke Ki Poneke

Page 18



	1.	Meeting Conduct
	1. 2	Apologies
	1. 3	Announcements by the Mayor
	1. 4	Conflict of Interest Declarations
	1. 5	Items not on the Agenda
	1. 6	Public Participation

	2.	General Business
	2.1 Future of Karori Events Centre
	Recommendation
	Attachments Included [originals available in file attachments]


	General Business
	Karori Community Precinct

	3.	Committee Reports
	3.1 Report of the Grants Subcommittee Meeting of 18 March 2020

	Committee Reports
	4.	Public Excluded
	Public Excluded
	4.1 Wellington International Airport Limited shareholder proposal
	Recommendation
	Attachments Included [originals available in file attachments]
	WIAL Proposal - Airport Report 20200414
	WIAL Proposal - K Sutton report 20200417




Karori Community Precinct

\ %
& vy ;

St John's
Site 1560m?

\ \\ s 2,5%
N

Karori Event Centre






Council Decisions

2000 Council purchases St Johns site
2001/02 Annual plan allocates $188k to move community hall
2005 Council decides Community Hall too expensive to move

2007 SPC noted results of community facilities work and community hall provision being led
by newly formed Trust.

2007 Agreement to lease the site

2009 Grants lease of site to Trust

2015 Agreed the St Johns Hall is surplus to requirements and instructed officers to proceed
with the sale - delegated to the CE

2016 Agreed $310,000 grant funding
$50k in 2016/17
260k in 2017/18





2016 Agreed to grant the proceeds of the sale of the St Johns Hall to the Trust- $610K (the
estimated net proceeds for the building factoring in paying transaction costs and repaying
debt).

Any release of funds was contingent on the group raising $1.3 million from non- council
sources

Note- post Kaikoura Earthquake the St Johns Hall was demolished — the site has not been
sold

May 2016 - The trust requested the release of the Council’s funding.

June 2016 The Chief Executive agreed to release the funds through a grant of $920,000
plus GST

Late 2016 - Construction started
2017 (November) - construction of the Centre was halted due to lack of funds

2018 (Early) - Construction site closed
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14th April 2020

Confidential and Commercially Sensitive.

Wellington International Airport Limited
Provision of Shareholder Support by Underwriting a Potential Equity Issue





Shareholder Support via Underwriting for an Equity Issue

Confidentiality & Important Information

1. This document is strictly confidential to Wellington City Council (WCC) and should not be disclosed by WCC except (a) to relevant
professional advisors, (b) as required by law or (c) with Wellington International Airport (WIA) and Infratil’'s prior written consent. Any
discussions or further information provided in relation to this will also be confidential on the same basis.

2. The information provided is also commercially sensitive, and disclosure would be likely to unreasonably prejudice the commercial
position of WIA and Infratil. Accordingly, we require that WCC notify WIA of any request made under the Local Government Official
Information and Meetings Act 1987 for its information, and consult with us as to whether the information remains commercially
sensitive at the time that the request is made.

3. By receiving and retaining this presentation you agree to be bound by the following conditions.

a. This presentation should be read subject to and in conjunction with all other material which WIA and Infratil releases to NZX
and other regulatory agencies.

b. This presentation may contain forward-looking statements and projections. These reflect current expectations, based on
reasonable assumptions. But for any number of reasons the future could be different — potentially materially different. No
warranty is given or representation as to our future financial performance or any future matter.

c. This presentation is for information purposes only. It is not an offer of securities, or a proposal or invitation to make any such
offer. It Is not investment advice or a securities recommendation, and does not take into account any person’s individual
circumstances or objectives. You should make an independent assessment of any investment in WIA or any securities in WIA.

d. To the maximum extent permitted by law, neither WIA nor Infratil will be liable (whether in tort (including negligence) or
otherwise) to any person in relation to this presentation, including any error in it.





Shareholder Support via Underwriting for an Equity Issue

Summary 1

1. Wellington International Airport Limited (WIA) has identified the need for additional bank and shareholder support for at least the
next twelve months.

Negotiations are well progressed with WIA's lenders to both increase the availability of committed funding and to ensure the terms
of that funding are consistent with WIA's updated financial forecasts.

This paper sets out the terms of shareholder support which will enable WIA to finalise agreements with its lenders.

WIA anticipates that the support of its lenders and shareholders will be co-dependent, so that Wellington City Council’s support will
be conditional on WIA also having the support of its 66% shareholder, Infratil, and its lenders.

It is on that basis that this proposal, and the other requests to lenders and Infratil have been prepared. WIA is confident, on the basis
of written notifications that such support will be forthcoming from its lenders and Infratil.

2. The requested shareholder support will take the form of an underwrite for an issue by WIA of Convertible, Redeemable, Preference
Shares (CRPS) :

a. In credit terms the CRPS would rank as non-voting equity and the underwrite would provide WIA's lenders and rating agency
with comfort as to the concrete availability of shareholder support and funding.

b. If the CPRS are issued they would provide a fixed cost funding and be redeemable for cash.
c. However, if WIA was not able to repay any CRPS, holders could collectively convert outstanding CRPS into ordinary WIA shares.

Possibly the CRPS will not be issued as issuance will only occur if WIA actually needs the funds. If air travel through Wellington
revives quickly, WIA may be able to make do without issuing CRPS. In that instance the underwrite will have done its job of
providing banks and ratings agency comfort without actually having to have been drawn.






Shareholder Support via Underwriting for an Equity Issue

Summary 2

3. WIA is seeking to have $75,757,575 of CRPS underwritten by its shareholders. Infratil has indicated a willingness to underwrite
$50,000,000, leaving $25,757,575 (34% of the total) available to WCC.

WCC may choose to take up less than its full entitlement, but if it chooses to underwrite less than $5m of the CRPS, Infratil has
indicated it would increase its underwrite so that WIA has at least $55m of underwriting.

The full amount is preferred by WIA while $55m is the maximum commitment offered by Infratil at this time.

If WCC does not take up all, or most, of its entitlement it increases the potential of WIA requiring additional support later (if the air
travel market is slow to revive).

If WIA does not receive full support from its shareholders it may change the position of WIA's lenders with regards to covenant
waivers, but this is yet to be tested.

4. The objective in preparing the terms of the proposed CRPS issue and underwrite is to create an instrument and obligation which is
fair to both WIA and its two shareholders, including in the situation where WCC chooses to not take up its full entitlement.

However, it should be recognised that if WCC does not take up its 34% entitlement this could later result in a disadvantageous
dilution depending on the price of any WIA shares issued on conversion.

5. At present the legal advisers of WIA are preparing documentation for both changes to lending agreements and the shareholder
support. It will be desirable for WCC to indicate its likely position as soon as possible so that its participation in the drafting process
can be arranged.

WIA's objective is to progress this as soon as possible:
a. Itis unlikely that arrangements with other funders will be concluded until some certainty exists about the shareholder support.

b. WIA, and its listed majority shareholder, have disclosure obligations.
c. WIA management are working to reduce outlays. Having funding certainty will help progress these initiatives.





Shareholder Support via Underwriting for an Equity Issue

Summary 3

6. There have been three recent publicly disclosed financial restructures undertake

n in the New Zealand aviation sector. They have

involved Air New Zealand, Airways Corporation, and Auckland International Airport. A brief summary of each is provided below to

give some context to WIA's proposal.

A. Government provided a $900 million convertible loan facility to Air New Zea
* No up-front fees (if no funding is drawn there is no cost to AirNZ). 7-9%

and.

0.a. interest rate on any drawn funds.

* Available for up to two years. If not repaid after 12 months the interest rate rises 1%. If not repaid in due course Government

may convert the loan into AirNZ shares although the basis of conversion
paying dividends while the loan facility is outstanding.

B. Airways Corporation $70 million equity issue to government,

C. Auckland International Airport $1.2 billion equity issue.

has not been disclosed. AirNZ is restricted from

* Shares issued at 92% of 31 December 2019 NTA. The large sum reflects “go once and go large” so AIA has sufficient funds
and equity to get through to 2022 no matter what transpires, including the forced repayment of certain of its bonds. AlA has
indicated that it has, as a consequence of undertaking the equity issue, received covenant waivers on some of its loan

facilities. AIA also cancelled its next dividend.

* Auckland Counclil is understood, due to limitations on its capacity to increase borrowing, to have not participated, diluting

ownership from 22% to 18%.

/. The underwriting proposed by WIA for convertible/redeemable equity is analogous to the arrangement agreed between Air New

Zealand and its 52% shareholder, the Government.

* Itisin the form of a backstop intended to provide the business and its lenders with comfort about shareholder support.
« If drawn it would carry a high rate of interest and be repayable like a loan (albeit treated as equity for credit purposes) and would

only convert to equity if not repaid.





Underwriting for an Equity Issue

Background 1

1. WIA is facing a severe reduction in revenue over FY2021 (the period to 31 March 2021). For at least 3 months no international traffic
Is anticipated while domestic passenger numbers are expected to be less than 5% of business as usual. The lock-down period may
last longer, especially for international services as resumption will reflect travel rules of least one country in addition to New Zealand.

2. The latest ANZ economic forecast is for GDP to shrink 17% over the June 2020 quarter and to end FY2021 8% below trend.

Ex
ca

3. W

This assumes Leve
maintained for 12

| 4 for 4 weeks followed by Level 3-2 for 8 weeks before restrictions are gradually eased. If Level 4 were to be
week, ANZ forecast a 30% reduction in economic output.

Positives for the economy are its strongly performing exports and the conservative leverage of government and corporate

sectors. Negatives
have a material im

While full removal

are the reliance on tourism and weak household balance sheets with implications that a long lock-down could
pact on the housing market, and second round negative affects.

of movement restrictions isn't likely before a vaccine becoming available, partial removal would be justified by

low rates of new infection or the advent of more efficient/faster tests which would materially help control of the virus.

nectations today are for a “V" shaped economic recovery, but this will depend on the duration of the lock-down, what loss of real

nability occurs, and

now consumers, businesses, and government respond as restrictions are removed.

A's services are prec

ominantly provided by national carrier airlines and a high proportion of its passengers are likely to come

through the recession in reasonable financial shape (e.g. because they are government workers). 85% of the Airport's traffic is
domestic and the rest is short-haul, mostly with east coast Australia.

WIA is anticipating a solid recovery to both domestic and international travel once restrictions are reduced. WIA's forecasts are
consistent with the public statements of AirNZ which indicate a 70% recovery within a year. They are probably more positive than the
"worse case” scenario that is presumed to underpin Auckland Airport's capital raise.
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Bachkground 2

4. A guiding principle of WIA's business is that investment is made in anticipation of future growth; the arrival of more traffic and larger
aircraft. This is evident in WIA's FY2021 Budget which had operating costs of $36m (~24% of revenue), interest $25m and capex $71m.

Over the last six years WIA had invested almost $400 million in its facilities, and over the next four years was forecasting investment

approaching $600 million. The aeronautical component of this $1 billion is over three quarters of the total and has been the subject of
extensive consultation with WIA's main airlines.

5.  WIA's dividend policy entails fully paying out net earnings. This has maximised cash returns for shareholders, ensured strong capital
discipline on management and has been consistent with maintenance of the BBB+ credit rating and a active capital investment
programme. In the four decades prior to 1998 (when Infratil acquired the Crown’s 66% interest in WIA) WCC received less than
$500,000 of dividends. Subsequently it has received $179 million in dividends, interest and capital returns from WIA.

6. WIA's BBB+ credit rating reflects its business and financial risks. To minimise the latter, WIA ensures its debt maturities are well spread.
As at 31 March 2020 debt of $530 million comprised $375 million of long term domestic bonds, $100 million of long term offshore
funding, $25 million of bonds maturing in June 2020, and $30 million of bank borrowing. The bonds debt maturity profile is:

FY21 $25m. FY22 $75m. FY24 $75m. FY25 $60m. FY26 $70m. FY28 $50m. FY30 $50m. FY31 $100m.

7. Travel restrictions are forecast to reduce revenue in FY2021 by ~60%. The FY2021 budget was for revenues of $142 million, comprising
$84 million from aeronautical charges, $46 million from pax related services, and $12 million from non-aero property rent.

8.  WIA's current FY2021 forecasts are for free cash flows from operations (EBITDAF minus interest) ranging from +$1m to -$31m,

depending on the duration of restrictions. In addition, WIA has $25 million of bond maturities, ~$20 million of critical capex, and a
FY2020 shareholder distribution of ~$54 million.

To accommodate these cash flows, WIA intends increasing the utilisation and amount of its bank facilities. If the banks agree the
increase from $100 million to $170 million, forecasts indicate this will provide WIA with sufficient funds to get through to May 2021.
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Convertible Redeemable Preference Shares Terms 1

Amount Convertible redeemable preference shares of up to $75,757,575 par value.
Infratil to underwrite $50 million. WCC is invited to underwrite up to $25,757,575.

WCC may choose to not take up some its entitlement. If it chooses to underwrite less than $5,000,000 of the CRPS, then
Infratil will increase its underwrite so that WIA has at least $55,000,000 underwritten.

Purpose WIA will use the underwriting commitment to enable it retain the support of its lenders. It may be drawn on to provide
funds if debt facilities prove to be insufficient to refinance maturing bonds or to meet operational requirements.

Conditions WIA will undertake:

a. To use all commercially reasonable endeavors to not issue CRPS.

b. To use all commercially reasonable endeavors to repay any CRPS which are issued as soon as possible.

c. To not make any distribution after June 2020 to shareholders except on any CRPS outstanding while the underwrite
commitment is outstanding or any CRPS are on issue (without the consent of shareholders).

d. To confirm to shareholders before they enter into the underwriting commitment that WIA has received waivers from its
lenders until at least the 30 September 2021 test date with regards to loan covenant breaches forecast at the time the

underwriting agreement is executed. In particular this is intended to address potential breaches to the earnings/interest
covenant.

Underwriting Term Underwriting commitments will expire on 30 May 2021 (WIA has $75 million of bonds maturing 15 May 2021).

Exclusivity = The underwriting of the CRPS will only be offered by WIA to its two shareholders.

If CRPS are issued, they will be transferable in the same way as shares are now (there are no restrictions on transferring
shares).
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Convertible Redeemable Preference Shares Terms 2

Priority
Voting
Calls

Dividend

Redemption

Conversion

CRPS will rank ahead of ordinary shares upon the event of liquidation, but behind all existing debit.

CPRS are to be non-voting.

WIA may make calls under the underwriting commitments from time to time, subject to a minimum of $5 million per call and
the aggregate amount of the total commitment. Calls to be prorated to the shareholders reflecting their share of the
underwrite.

The CRPS will pay an 8% p.a. fixed dividend semi-annually, on 29 March and 29 September.

Payment of the CRPS dividend will only occur as permitted under WIA's lending agreements.

CRPS may be redeemed by WIA at any time including during any extension period as described below (subject to lender
approval, solvency test, etc). The redemption value to reflect the subscribed value plus any accumulated and unpaid dividend.

If any of the CPRS have not been redeemed by the second anniversary of the date the first tranche is issued, holders will be
Invited to either provide a one year extension or to require conversion, which would be reviewed annually thereafter. The
right to convert or extend will cover all CRPS and will be decided by CRPS holders on a simple majority basis.

If converted, the CPRS will be converted into ordinary shares. The value of ordinary shares issued to effect conversion will
reflect WIA's shareholders funds per ordinary share as at immediately preceding 30 September or 31 March (as applicable) as
stated in WIA's HY or FY financial statements (shareholder funding will not include any funds provided under the CRPS).

By way of illustration, as at 30 September 2019, WIA's shareholder funds amounted to $582,773,000. With 40,155,942 shares
on issue the per share value was $14.51. Assuming no change to this figures on the date of conversion, WIA would issue
shares at a price of $14.51 to convert CRPS, with the CRPS value reflecting the subscribed value plus any accumulated and
unpaid dividend.
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Q&A 1. (Questions raised b

y WCC Management/Aduviser)

1. What happens if WCC doesn’t take up this offer?

This depends on the views of WIA's lenders and whether they would find just the Infratil support sufficient. If it wasn't sufficient, and
Infratil didn't provide a larger underwrite, it would be possible to approach other parties, but its likely their terms would be more

onerous (because they wou

ld not benefit as shareholders).

2. At present WCC owns 34% of WIA. If it doesn’t take up any CRPS and Infratil takes up $55 million and they are converted into WIA
shares, what is the likely reduction in the percentage of WIA owned by WCC?

If shareholders funds per W
approximately 31%. If share

A share remains at $14.51 at the time of conversion, WCC share of the shares on issue would fall to
nolders funds have fallen then dilution would be greater, and vice versa.

3. Why would WIA pay a full s

nareholder distribution in June 2020 if it could need an equity injection within a year?

Since 2006 WIA has had a full pay out policy which has suited both shareholders. But it has always been understood that should the
need arise, shareholders would reinvest. For instance, the potential need for additional equity was raised with both shareholders as WIA
planned for the substantial capital investment programme which, until recently, had been under development.

Both shareholders were anticipating receipt of the FY2020 distribution in June and this payment can be accommodated within the

context of the financial arrangements described in this proposal .

Is there a shareholders’ agreement between WCC and Infratil and does this matter?

There has never been a shareholders’ agreement. When the Crown was selling its stakes in Auckland, Wellington, and other airports in

the late 1990s it sold the rel

evant shareholding without the incoming shareholders being required to agree any terms with the retaining

council shareholders. The most obvious consequence is that all shareholders are free to sell shares without reference to any other

shareholder.
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Q&A 2. (Questions raised by WCC Management/Aduviser)

5. How would WIA redeem CRPS if they are issued?

While it is hoped that CRPS drawdowns are not required, if they are, sources of potential repayment funding could entail a combination
of the following.

a. WIA owns commercial and residential properties surrounding the Airport with a current valuation approaching $100 million. Some
Is required for future aeronautical use, but some was acquired because of noise/nuisance concerns. It would be practical for WIA to
sell most of this property with suitable covenants on the titles.

b. WIA is in discussion with financial advisers about subordinate debt and hybrid capital.
c. Naturally the preferred source of any repayment funding would be conventional debt.

Its worth recalling that in 1999 WIA undertook a capital repayment (Wellington City Council’s share was $18.7 million), which was
initially funding with an issue of high yielding subordinate bonds. After approximately 5 year the high-yield debt was refinanced with
conventional debt.

If WIA is required to raise additional equity over the next year, it is reasonable to assume that over time normalization of aviation
activities will allow access to lower cost sources of funding.

6. Whatis meant by compliance with loan covenants, and what are the consequences of not complying?

In its borrowing agreements WIA has granted lenders certain covenants. If a covenant is breached, the usual consequence is that WIA
will have a period to provide a remedy and if that doesn't happen the lender can demand loan repayment. WIA has a covenant which
requires that its EBITDAF are 180% of its interest cost. Over FY2020 EBITDAF were over 4x interest, which was also budgeted for FY2021.
Now for FY2021 EBITDAF and interest are forecast to be about the same, which would mean that WIA would be in breach of the
covenant.

To avoid a breach, WIA has requested that its lenders waive this covenant until 30t September 2021.
11
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Financial Forecasts 1

1. The financial forecasts show WIA's financial circumstances over the period of aviation restriction and subsequent recovery. In particular
they show WIA's requirements for debt funding and when (if it happens) any drawing on the shareholder support may occur.

2. Forecasts tend to cover Expected and Worse cases, with the forecast that is used to determine the actions taken reflecting the relevant
narty’s risk aversion and options. Auckland Airport, for instance, appears to have sized its $1.2 billion capital raise to cover every
notential contingency out to the end of 2021 (Worse Case).

WIA forecast funding and equity requirement is based on management’s Expected rather than Worse case. It seems to align with the
approach adopted by AirNZ.

The difference in risk aversion between Auckland Airport on the one hand and Wellington Airport and AirNZ on the other, is likely to be
attributable to the latter two companies capacity to have bilateral discussions with shareholders and their ability to avoid the cost and
disruption of a public capital raise.

3. The Expected Case derived by WIA management is based on their expertise and consultation with interested parties. It includes three
key decision points for each of domestic and international air travel:

 When restrictions are expected to be relaxed.
* The rate of recovery from that point.
When "normalisation” occurs.

While WIA management have applied their expertise to each of these assumptions, a situation like this has not arisen before.

12
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Financial Forecasts 2

Four scenarios have been forecast through to the end of FY2022.

d.

d.

The Base case was the FY2021 budget signed off in February.
It reflected the then expectation that Covid-19 measures
would reduce EBITDAF by about $5 million. Domestic

passengers were forecast to average 460,000 a month and
international 80,000.

The Expected lock-down case anticipates less than 10,000
domestic pax a month over April/May, rising to about 66% of
normal by March 2021. International pax are forecast to be
zero for an extended period before returning to about 61%
of normal by March 2021.

Relative to the Expected case, the Prolonged lock-down
anticipates 290,000 fewer domestic and 148,000 fewer
iInternational pax over FY2021.

Black hat is lower for longer.

In all cases, pax numbers are forecast to get back to about 85% of
normal levels by March 2022.

Revenue derived from airlines and passengers is intrinsically
Inked to passenger numbers. Rent largely relates to the airport’s
nolding of non-aeronautical property.

FY2021 Forecast

The following table gives a simplified breakdown of the key sources of
iIncome and outgoings forecast for FY2021.

On the following pages each case is shown on a monthly basis out to
the end of FY2022.

$Millions Base Expected Prolonged Black hat

Aero rev $84 $33 $27 $11

Services rev $46 $14 $11 $6

Rent $12 $10 $10 $10
Opex ($36) ($32)* ($32) ($32)
EBITDAF $106 $25 $17 ($5)
Interest ($25) ($26) ($26) ($26)
Capex ($71) ($23)* ($23) ($23)

* The opex and capexg®ecasts haygapsequently3 een reduGait)
by management actions (to $28m and $16m respectively), but the

higher figures have been left in these forecasts.
** This table does not include the FY2020 shareholder distribution.
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Traffic Forecasts 3

Management's traffic
projections from the point
restrictions are relaxed are
based on their understanding
of Wellington’s air travel
demand and supply. The views
are consistent with third party
expert opinions.

Over FY2020, Wellington’s air
services were provided:

Dom AirNZ 82%
JetStar 16%
Other 2%

Intel  AIrNZ 32%

Qantas 31%
JetStar 5%
Virgin 20%
Singapore 9%
Fiji 2%
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Traffic Forecasts 4: Quarterly Breakdown

The tables show quarterly pax forecasts annualised over the next two
years.

Pre-restrictions, WIA's annual passenger totals were 5,500,000
domestic and 1,000,000 international.

Under the Expected case:

« Domestic traffic is under 20,000 pax for April/May, lifting sharply
to over 100,000 pax in June and then rising by about 20,000 a
month thereafter through to March 2021.

* International traffic is expected to resume after 5 or 6 months.

« |If the forecast is correct, by March 2021 domestic’s annualise rate
will be 66% of normal and international’s 61%.

« Over FY2022, both types of traffic are expected to rise to about
85% of normal.

Both the Extended and Black-hat cases anticipate similar resumption
profiles, albeit with longer periods of restriction and slower rates of
pick up.

Expected Case (annualised quarterly pax numbers)

FY2021 Q1 Q2 Q3 Q4
Domestic 641,242 1,963,536 2,945,853 3,364,555
International 0 182,894 434,663 570,133

FY2022 Q1 Q2 Q3 Q4
Domestic 3,764,952 4,045,150 4,403,918 4,205,292
International 592,667 677,814 807,917 833,922
Extended Case

FY2021 Q1 Q2 Q3 Q4
Domestic 423,198 1,550,478 2,668,909 3,113,391
International 0 91,447 217,331 285,066

FY2022 Q1 Q2 Q3 Q4
Domestic 3,621,352 3,862,461 4,177,663 3,964,876
International 433,004 570,679 724,585 746,005
Black Hat Case

FY2021 Q1 Q2 Q3 Q4
Domestic 211,153 1,137,421 2,391,965 2,862,228
International 0 0 0 0

FY2022 Q1 Q2 Q3 Q4
Domestic 3,477,751 3,679,773 3,951,407 3,724,461
International 273,341 463,543 641,252 658,087
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Forecast operational and financial cash flows
result in a raising or lowering of “Other Debt”
reflecting the assumption that WIA's main
source of debt would be bond issuance.

Financial Forecasts 5: Base Case

Net cash flows & cumulative funding sources for FY21 ($ millions)

Net cash flows Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep- Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Total
Revenue 12.2 12.0 11.3 12.3 11.9 1.7 12.6 12.1 12.0 10.8 11.1 12.0 142.0
Opex (1.98) (6.65) (1.82) (1.95) (3.19) (1.86) (2.12) (7.78) (1.93) (1.96) (3.20) (2.02) (36.5)
EBITDAF 10.2 5.36 9.45 10.3 8/43 9.85 10.5 4.39 10.1 8.86 7.96 10.0 105.5
Interest (2.57) (4.26) (2.65) (1.49) (1.67) (0.38) (2.66) (4.29) (2.13) (1.49) (1.55) (0.38) (25.5)
Distributions - - (54.1) - - - - - - - - - (54.1)
Capex (4.80) (4.96) (6.33) (5.52) (545) (5.37) (6.21) (6.47) (5.87) (6.93) (6.83) (6.56) (70.9)
Total 2.85 (3.86) (53.6) 3.32" 1.83 4.10 1.61 (6.37) 2.04 0.44 (0.42) 3.06 (44.9)
Cumulative funding sources Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Increase/(Decrease)
Bank debt 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 -
Net other debt 489.1 493.0 546.6 543.3 541.5 537.3 535.7 542.1 540.0 539.6 540.0 536.9 44.9
Equity or other funding - - - - - - - - - - - - -
Total 519.1 523.0 576.6 573.3 571.5 567.3 565.7 572.1 570.0 569.6 570.0 566.9 44.9
Net cash flows & cumulative funding sources for FY22 ($ millions)

Net cash flows Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Total
Revenue 12.02 11.74 10.96 11.95 11.73 11.65 12.58 12.20 11.93 10.71 11.20 12.01 140.7
Opex (1.98) (6.65) (1.82) (1.95) (3.19) (1.86) (2.12) (7.78) (1.93) (1.96) (3.20) (2.02) (36.5)
EBITDAF 10.04 5.10 9.14 10.00 8.54 9.79 10.47 4.43 10.01 8.75 8.00 9.99 104.2
Interest (2.04) (3.37) (2.47) (1.35) (1.50) (0.48) (2.30) (4.38) (2.23) (1.59) (1.65) (0.48) (23.8)
Distributions - - (50.7) - - - - - - - - - (50.7)
Capex 4.73) (4.89) (6.24) (5.44) (5.08) (5.29) (6.12) (6.38) (5.79) (6.83) (6.73) (6.46) (70.0)
Total 3.26 (3.16) (50.3) 3.21 1.96 4.02 2.04 (6.33) 1.99 0.33 (0.38) 3.05 (40.3)
Cumulative funding sources Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Increase/(Decrease)
Bank debt 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 30.0 =
Net other debt 533.7 536.8 587.1 583.9 581.9 577.9 575.8 582.2 580.2 579.9 580.2 577.2 40.3
Equity or other funding - - - - - - - - - - - - -
Total 563.7 566.8 617.1 613.9 611.9 607.9 605.8 612.2 610.2 609.9 610.2 607.2 40.3
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Without the ability to issue bonds, it's
assumed that WIA’s net cash requirements
would be sourced from its banks or
shareholders .

Financial Forecasts 6: Expected Lock-Down

Net cash flows & cumulative funding sources for FY21 ($ millions)

Net cash flows Apr-20 May-20 Jun-20 Jul-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Total
Revenue 1.14 1.15 3.06 3.44 4.62 5.90 6.55 6.01 7.13 7.66 57.0
Opex (2.43) (6.19) (1.37) (1.49 (2.74) : (7.32) (1.47) (1.50) (2.74) (1.56) (31.9)
EBITDAF (1.29) (5.04) 1.69 1.94 1.88 3.20 4.09 (1.42) 5.08 4.50 4.39 6.09 25.1
Interest (2.57) (4.26) (2.65) (1.52) (1.7 (0.42) (2.69) (4.33) (2.18) (1.54) (1.69) (0.42) (25.8)
Distributions - - 1) - - - - - - - - - (54.1)
Capex (4.33) (1.47) (1.83) (1.59) (1.81) (1.85) (1.70) (1.97) (1.90) (1.84) (23.4)
Total (8.13) (10.8) “ (56.9) ( ) (0.41) (7.60) 1.20 1.00 0.90 3.83 (78.1)
Cumulative funding sources Apr-20 May-20 Jun-20 Jul-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Increase/(Decrease)
Net bank debt 25.1 35.8 117.5 118.7 119.2 126.8 125.6 124.6 123.7 120.0 103.0
Other debt 505.0 505.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 (25.0)
Equity or other funding - - - - - - - - - - -
Total 530.1 540.8 597.5 598.7 599.2 606.8 605.6 604.6 603.7 600.0 78.1
Net cash flows & cumulative funding sources for FY22 ($ miIIions)/

Net cash flows Apr-21 May-21 Jun-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Total
Revenue 7.81 7.79 742 8.22 8.31 9.23 9.11 9.06 8.29 8.81 9.58 101.8
Opex (1.65) (6.31) (1.49) (2.86) (1.53) (1.78) (7.44) (1.59) (1.63) (2.86) (1.69) (32.5)
EBITDAF 6.15 1.48 5.93 6.60 5.36 6.78 7.44 1.67 71.47 6.66 5.94 7.90 69.4
Interest (2.57) (4.20) (2.86) (1.57) (1.75) (0.48) (2.72) (4.30) (2.19) (1.56) (1.62) (0.48) (26.3)
Distributions - - - - - - - - - - - - -
Capex (1.32) (2.85) (3.36) (2.33) (3.69) (5.85) (4.61) (4.69) (5.82) (5.06) (41.7)
Total 2.26 2.18 0.25 3.97 1.03 (8.48) 0.67 0.41 (1.50) 2.36 1.40
Cumulative funding sources Apr-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Increase/(Decrease)
Net bank debt 117.6 164.1 163.9 159.9 158.9 167.4 166.7 166.3 167.8 165.4 45.5
Other debt 480.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 (75.0)
Equity or other funding - 28.1 28.1 28.1 28.1 28.1 28.1 28.1 28.1 28.1 28.1
Total 597.6 597.2 597.0 593.0 592.0 600.5 599.8 599.4 600.9 598.5 (1.40)

17





Underwriting for an Equity Issue

Financial Forecasts 7: Prolonged Lock-Down

Net cash flows & cumulative funding sources for FY21 ($ millions)

Net cash flows Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Total
Revenue 1.13 1.14 2.08 2.37 3.97 3.95 5.03 5.05 5.69 5.16 6.25 6.68 48.5
Opex (2.43) (6.19) (1.37) (1.49) (2.74) (1.41) (1.66) (7.32) (1.47) (1.50) (2.74) (1.56) (31.9)
EBITDAF (1.29) (5.05) 0.70 0.87 1.22 2.53 3.39 (2.25) 4.21 3.66 3.50 5.12 16.6
Interest (2.57) (4.26) (2.65) (1.52) (1.77) (0.42) (2.69) (4.33) (2.18) (1.54) (1.60) (0.43) (25.9)
Distributions - - (54.1) - - - - - - - - - (54.1)
Capex (4.33) (1.47) (1.83) (1.59) (1.54) (1.55) (1.81) (1.85) (1.70) (1.97) (1.90) (1.84) (23.4)
Total (8.13) (10.8) (57.9) (2.24) (2.02) 0.56 (1.11) (8.43) 0.33 0.15 0.00 2.85 (86.7)
Cumulative funding sources Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Increase/(Decrease)
Net bank debt 25.1 35.8 118.6 120.8 122.8 122.3 123.4 131.8 131.5 131.3 131.3 128.7 111.7
Other debt 505.0 505.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 (25.0)
Equity or other funding - - - - - - - - - - - - -
Total 530.1 540.8 598.6 600.8 602.8 602.3 603.4 611.8 611.5 611.3 611.3 608.5 86.7
Net cash flows & cumulative funding sources for FY22 ($ millions)

Net cash flows Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Total
Revenue 7.29 7.30 6.92 7.78 7.74 7.84 8.77 8.64 8.56 7.82 8.31 9.03 96.0
Opex (1.65) (6.31) (1.49) (1.62) (2.86) (1.53) (1.78) (7.44) (1.59) (1.63) (2.86) (1.69) (32.5)
EBITDAF 5.64 0.98 5.42 6.16 4.88 6.31 6.99 1.20 6.96 6.19 5.45 7.34 63.5
Interest (2.58) (4.25) (2.89) (1.59) (1.77) (0.48) (2.75) (4.38) (2.23) (1.59) (1.65) (0.48) (26.6)
Distributions - - - - - - - - - - - - -
Capex (1.32) (1.12) (0.98) (2.85) (3.36) (2.33) (3.69) (5.85) (4.61) (4.69) (5.82) (5.06) (41.7)
Total 1.74 (4.38) 1.56 1.73 (0.24) 3.50 0.55 (9.04) 0.13 (0.09) (2.02) 1.80 (4.80)
Cumulative funding sources Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Increase/(Decrease)
Net bank debt 126.7 166.0 164.4 162.7 163.0 159.5 158.9 167.9 167.8 167.9 169.9 169.5 41.0
Other debt 480.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 (75.0)
Equity or other funding - 38.3 38.3 38.3 38.3 38.3 38.3 38.3 38.3 38.3 38.8 38.8 38.8
Total 606.7 609.3 607.7 606.0 606.3 602.8 602.2 611.2 611.1 611.2 613.7 613.3 4.80
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Financial Forecasts 8: Black Hat

Net cash flows & cumulative funding sources for FY21 ($ millions)

Net cash flows Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Total
Revenue 1.27 1.28 1.24 1.45 143 143 1.46 1.45 1.43 3.82 4.86 5.97 271
Opex (2.42) (6.19) (1.39) (1.49) (2.75) (1.42) (1.64) (7.30) (1.47) (1.50) (2.76) (1.55) (31.9)
EBITDAF (1.15) (4.91) (0.14) (0.04) (1.32) 0.01 (0.18) (5.86) (0.05) 2.32 2.11 4.41 (4.80)
Interest (2.57) (4.26) (2.65) (1.52) (1.77) (0.42) (2.70) (4.34) (2.20) (1.57) (1.63) (0.46) (26.0)
Distributions - - (54.1) - - - - - - - - - (54.1)
Capex (4.33) (1.47) (1.83) (1.59) (1.54) (1.55) (1.81) (1.85) (1.70) (1.97) (1.90) (1.84) (23.4)
Total (7.99) (10.6) (58.7) (3.15) (4.57) (1.97) (4.69) (12.0) (3.95) (1.22) (1.41) 2.11 (108.2)
Cumulative funding sources Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Increase/(Decrease)
Net bank debt 25.0 35.6 119.4 122.5 127.1 129.0 133.7 145.8 149.7 150.9 152.4 150.2 133.2
Other debt 505.0 505.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 480.0 (25.0)
Equity or other funding - - - - - - - - - - - - -
Total 530.0 540.6 599.4 602.5 607.1 609.0 613.7 625.8 629.7 630.9 632.4 630.2 108.2
Net cash flows & cumulative funding sources for FY22 ($ millions)

Net cash flows Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Total
Revenue 6.66 6.80 6.40 7.80 7.77 7.81 9.19 9.05 8.96 8.18 8.70 945 96.8
Opex (1.90) (3.24) (1.77) (2.07) (3.32) (1.98) (2.35) (8.02) (2.18) (2.23) (3.48) (2.30) (34.9)
EBITDAF 4.76 3.56 4.63 5.74 4.45 5.82 6.83 1.03 6.77 5.96 5.22 7.14 61.9
Interest (2.73) (4.49) (2.91) (1.60) (1.78) (0.48) (2.78) (4.43) (2.25) (1.60) (1.66) (0.48) (27.2)
Distributions - - - - - - - - - - - - -
Capex (1.04) (0.90) (0.79) (2.18) (2.56) (1.79) (2.80) (4.40) (3.48) (3.54) (4.38) (3.82) (31.7)
Total 0.98 (1.82) 0.93 1.96 0.11 3.55 1.26 (7.80) 1.05 0.81 (0.82) 2.85 3.10
Cumulative funding sources Apr-21 May-21 Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Increase/(Decrease)
Net bank debt 149.3 165.0 164.1 162.1 162.0 158.4 157.2 165.0 163.9 163.1 164.0 161.1 10.9
Other debt 480.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 405.0 (75.0)
Equity or other funding - 61.1 61.1 61.1 61.1 61.1 61.1 61.1 61.1 61.1 61.1 61.1 61.1
Total 629.3 631.1 630.2 628.2 628.1 624.5 623.3 631.1 630.0 629.2 630.0 627.2 (3.10)
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Financial Forecasts 9: Scenario Summary

Scenario

Baseline (minimal Covid)

Expected lockdown case

Prolonged lockdown case

Black hat case

Domestic passenger
numbers

* Baseline reflects management'’s FY21
budgeted pax, same in FY22

* 58% decrease across FY21 from baseline,
23% decrease across FY22 from baseline

* 63% decrease across FY21 from baseline,
26% decrease across FY22 from baseline

* 84% decrease across FY21 from baseline,
32% decrease across FY22 from baseline

International passenger
numbers

» Baseline reflects management’s FY21
budgeted pax, same in FY22

* 70% decrease across FY21 from baseline,
27% decrease across FY22 from baseline

* 85% decrease across FY21 from baseline,
38% decrease across FY22 from baseline

* 100% decrease across FY21 from
baseline, 53% decrease across FY22 from
baseline

Property revenue

» Baseline reflects management's FY21
budget, same in FY22

» Slightly below baseline

» Slightly below baseline

» Slightly below baseline

Hotel EBITDA

« $2.5m EBITDA in FY21 and FY22

« $Om EBITDA in FY21, 80% of baseline in
FY22

« -$0.2m EBITDA in FY21, 72% of baseline
in FY22

« -$0.2m EBITDA in FY21, 64% of baseline
in FY22

Operating costs

« FY21 budget overheads of $36m,
extrapolated out in FY22

* Decreased ~16% in both FY21 and FY22.

Subsequent analysis indicates a reduction
of ~22% . Not reflected in the forecasts

e Decreased ~16% in both FY21 and FY22.
Subsequent analysis indicates greater
reductions. Not reflected in the forecasts

* Decreased~16% in both FY21 and FY22.
Subsequent analysis indicates greater
reductions.

Capex « FY21 budget capex of $71m with a « $23min FY21 and $42m in FY22. « $23m in FY21 and $42m in FY22. Capexis | * $23m in FY21 and $32m in FY22
similar amount assumed in FY22 Subsequent analysis indicates capex of now forecast to be $16m in FY21 while  Subsequent analysis indicates capex of
$16m in FY21 and a lower sum in FY22. the actual FY22 figure will depend on the | $16m in FY21 and a lower sum in FY22.
Not reflected in the forecast recovery. The lower amounts are not Not reflected in the forecasts
reflected in the forecast
Facilities * Increased debt sourced via bond « $70m increase in bank facilities to $170m. | « $170m of bank facilities, drawn to $136m |+ $170m of bank facilities drawn to $157m
Issuance $131m drawn by the end of FY21 with by the end of FY21 with the remaining by the end of FY21 with the remaining
the remaining $39m drawn in FY22 $33m drawn in FY22 $13m drawn in FY22
Equity * No equity requirements « No equity requirements in FY21, $28.1Tm |+ No equity requirements in FY21, $38.8m |+ No equity requirements in FY21, $61.1m

equity in FY22

equity in FY22

equity in FY22

The scenarios reflect forecasts undertaken earlier in the lock-down. It is now anticipated that both opex and capex will be lower over
FY2021 and FY2022. Over the next quarter WIA's business plans and financial forecasts will evolve as clarity about traffic projections
Improves. All borrowing is assumed to be occurring in compliance with loan agreement covenants.
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Commentary 1 It’s tough for aviation

WIA's situation and view about traffic resumption is consistent with AirNZ's statement: Note that their problem is with international services. WIA is
a largely domestic airport.

“We have had to cut more than 95 percent of our flights here in New Zealand and around the world. As a result, we are beginning the difficult process of
materially reducing the size of our work force this week. Before Covid-19, we had annual revenue of around $5.8 billion and made a profit of $374m in the last
financial year.

The global reduction in air travel has hit Air New Zealand hard and we are earning less than $500 million revenue annually based on the current booking
patterns. This means we are dealing with a significant reduction of over $5 billion in revenue per year.

While we are expecting at least domestic bookings to increase again once the Level 4 Alert has been lifted, the harsh reality is that most countries (including
New Zealand) will rightly take a cautious approach to opening their borders again. International tourism flows make up around two thirds of Air New Zealand'’s
revenue, which means the lack of incoming tourists also has a flow-on effect on our domestic network.

In that light, it is clear that the Air New Zealand which emerges from Covid-19 will be a much smaller and largely domestic airline with limited international
services to keep supply lines open for the foreseeable future.

Air New Zealand currently employs around 12,500 people around the world at a monthly labour cost of $110m. Given our operations will be much smaller for
some time, we will need fewer staff. We expect in a year's time, we will be at least 30 percent smaller than we are today.

The Government's recently announced wage subsidy may provide some relief which would be helpful. We are working with the Government to determine how
the subsidy can be applied in our business and in turn to the benefit of our people. The subsidy is, however, a short-term measure and doesn't right-size the
business for the future, especially when you consider that even in a year, we will be 30 percent smaller than we are today. But we are grateful that the
Government has put in place a scheme that means the cuts to the size of our workforce are not as deep as they would have needed to be without the subsidy.
The reality is that given we are expecting to be at least 30% smaller than we are today we will need to reduce the size of the workforce by up to 3500 roles.
The extent of this reduction is based on conservative assumptions and we may have to change these as the situation evolves, especially if the Level 4 Alert
goes beyond the planned 28 days or border restrictions are in place for a prolonged period.

So, this week we have begun the process of consulting about large-scale workforce reductions in our international regions. New Zealand will follow. These are
painful but necessary measures to ensure this country retains its national airline in the long term, albeit a smaller one.

| am conscious that a smaller Air New Zealand also comes with a significant impact on our suppliers, some of whom may have to reduce the size of their
workforces as well.

These are unprecedented and challenging days. However, | am confident that by taking the necessary measures now, Air New Zealand will get through
this difficult situation and one day return to serve all our destinations at home and many more around the world. “ AirNZ CEO Greg Foran 21
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Commentary 2: But its probably not the end of the world

Boston Consulting has released a useful guide to forecasting the post-restriction recovery. In essence they ask, will it be a "V*, a
‘U”, or an "L"? They are anticipating a "V". While its easy to not be so sanguine, it is worth not losing sight of the possibility.
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A company that undertakes very substantial rationalisation in anticipation of “L", will incur a large restart cost if the recovery is a
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WIA's traffic forecasts are "U”, but the goal is for the Company to retain as much flexibility as possible so as to be able to
efficiently cope with what ever form of recovery unfolds.
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Commentary 3: Boston Consulting Forecast

Boston Consulting noted that past economic shocks caused by pandemics have been "V shaped.

2003 SARS
(299 deaths in Hong Kong)

1957/58 H2ZN2
(116k deaths in U.S.)

1968 H3N2
(100k deaths in U.S.)

1918 Spanish Flu
(675k deaths in U.S.)
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Commentary 4: Boston Consulting Forecast

Why Boston Consulting consider a "V" recovery most likely for the US economy.

Drivers of US potential growth What you have to believe for COVID-19 crisis to have...

over the last 10 years (%) ..for V-shape ..for U-shape ..for L-shape
| abor input No change to labor The mortality rate is such that To permanently change the labor input
70 input growth the labor supply shifts down dimension of an economy's supply side, the
growth (one-off) virus' mortality would have to recur each year

to reduce labor supply growth (i.e. no vaccine,
and no conclusive mitigation, indefinitely)

Capital input

No change to capital Investment is delayed and not To permanently change capital input growth on
gl’DWth stock growth caught up, shifting down the supply-side, the virus would have to impair the
capital stock (one-off) credit intermediation system in a way that

perpetually depresses credit formation and
investment

Productivity No change in Opportunity for learning are To permanently change productivity growth,
productivity growth lost and knowledge atrophies would requite a) enduringly disrupt existing
growth - shifting down productivity business processes (e.g. by diverting resources
(one-off) to Covid-related mitigation activities) or b)

institutional degradation/collapse

2009-2019

Likely Plausible but not likely Possible in theory but less plausible
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SUTTON MCCARTHY LIMITED
P.O. BOX 46244, HERNE BAY, AUCKLAND 1147
TELEPHONE +64-27-442 0049
EMAIL KEITH@SUTTONMCCARTHY.CO.NZ

17 April 2020

Mr Danny McComb

Manager Economic and Commercial
Wellington City Council

Wellington

Email: Danny.McComb@wcc.govt.nz

Dear Sir
WELLINGTON INTERNATIONAL AIRPORT LIMITED
PROVISION OF SHAREHOLDER SUPPORT BY UNDERWRITING
A POTENTIAL EQUITY ISSUE
1. You have asked our advice on the attached proposed capital commitment request

from Wellington International Airport Limited (WIAL or the Company). The Proposal is
offered on a 66:34 pro rata basis to Infratil Limited (Infratil) and Wellington City Council
(wca).

2. We have no knowledge of the competing financial demands WCC presently faces, so
this analysis only addresses the narrow matter of the Proposal itself. In summary, we
believe:

e The circumstances outlined by WIAL warrant the request for shareholder support.
Arguably the amount of underwriting sought might have been larger and the period
covered by the underwriting longer but the over-arching concept of the request has
been for WIAL to try and avoid making use of the underwriting, if possible.

e The proposed mechanism is not inappropriate and will be effective in providing the
support required given that it is now a precondition to the underwriting
commitment being approved that lenders agree to grant covenant waivers until at
least 30 September 2021.

e The Proposal is in keeping with actions taken to date by other NZ aviation market
investors in response to Covid-19 revenue collapses, but is more favourable to
WIAL’s shareholders in that it provides for WCC and Infratil to still access their 2019-
20 distributions.

e The interests of WCC and Infratil are fully aligned provided WCC takes up its entire
$25,757,575 entitlement. We detail in para 16 below a range of risks and probable
losses that we believe WCC will sustain if it does not fully participate in the Proposal.
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e Assuming there are no financial constraints, WCC’s interests in this situation are
better served by participating fully in the Proposal, by virtue of:
a. avoiding dilution in its entirety
b. avoiding price conversion risks and consequential losses, and
c. the fact that WCC will extract $13.881 million ahead of it possibly having to
re-invest some or all of $25.758 million in the future.

3. In the past week we have had the opportunity to liaise with Tim Brown, Chairman of
WIAL and an executive of Infratil, concerning the proposal that Infratil and WCC underwrite
the issuance of $75,757,575 Convertible Redeemable Preference Shares (CRPS). Infratil has
confirmed its intention to accept the proposal to underwrite, not less than $50 million, nor

more than $55 million of the CRPS.

4, Over the last week various negotiated improvements have been included in the
Proposal. The improvements suggested by us and WCC management were designed to
address initial shortcomings and have been taken up by WIAL in the attached document.
We acknowledge WIAL’s assistance in this regard.

5. We highlight the intended WIAL FY2020 dividend to WCC of $13.881 million
expected to be received in June 2020. In the event that the Proposal were not to proceed, it
is extremely unlikely that the payment could be made by WIAL directors without the
support of lenders. The shareholders support of the Proposal is contingent upon lender
waivers being granted. The position of whether lenders will support the Proposal and thus
the upcoming dividend in the event that only Infratil proceeds with the Proposal is in our
view a material risk. (See para 10 below)

6. There are two significant background matters that warrant discussion which we
highlight.

WIAL does not have a written dividend policy.

7. Both shareholders have agreed since 1998 to distribute around 100% of earnings by
way of dividend, in WCC’s case, and subvention payment in the case of Infratil. This modus
operandi has provided WIAL’s shareholders greater distributions to date than would be the
case if WIAL were to have more broadly distributed shareholdings where a company cannot
so readily communicate directly and cost effectively with its shareholders.

8. Businesses usually retain a portion of their earnings to give them greater financial
flexibility. WIAL does not have such flexibility as it has implicitly relied upon its shareholders
to address any future capital needs beyond its abilities. For over 20 years the Company has
always been able to address all operational cashflow downturns, major project capital
expenditure needs or debt repayment needs from earnings, local bank, local retail or
international capital market debt sources. In parallel with the informal dividend
arrangement, and to mitigate the risk that WIAL might need to request capital injections
from its shareholders, it maintains unutilised bank facilities, committed but undrawn, to
cover unforeseen circumstances such as lumpy debt maturities or large capital expenditure
projects.
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9. The established dividend regime does not allow WIAL the opportunity to cover a
material revenue decline from its own cash resources. Additionally, lenders can call in
loans where covenants are not being met as will be the case where revenues dry up. The
Proposal indicates that WIAL will not now be able to meet its earning based covenants and
it seeks shareholder support to assist it in its negotiations with lenders who, subject to
shareholder support being forthcoming, are expected to grant waivers until at least 30
September 2021, and additional funding to allow the Company to manage its affairs on a
greatly diminished activity basis for the period through to March 2022.

10. In February WIAL declared a $54.1 million distribution, payable in June 2020. That
comprises a $13.881 million dividend payment to WCC and a subvention payment to Infratil
for the balance. The payment does not directly impact on the lenders covenant measuring,
has been budgeted for by both shareholders in their near-term forecasts and also reported
to shareholders in market updates by Infratil. The distribution relates to the year ended
31 March 2020 and also covers WIAL's tax obligations for that period (which are grouped
with Infratil).

11. Since 2009 WCC has received an average dividend payout from WIAL of 109%.

Were it to have limited its payout to 100% over the same period, WCC’s additional payout in
NPV terms today amounts to $18.6M, and if the payout ratio had likewise been, say 85%,
the excess WCC payout in today’s NPV terms would be $44.7 million. In the period 2013-
2019 WIAL’s average payout ratio was 103.9%, when Auckland International Airport
Limited’s (AIAL) average was 76.1%. The difference in dividend payments received by WCC
over the seven-year period was $24.3 million in today’s NPV terms.

12. The performance of WIAL is not at issue in the current situation and nothing herein
is intended to suggest otherwise. Accordingly, we see the Proposal not as a financial
bailout but rather the expected operation of an established practice, albeit in an exceptional
circumstance. That said, it is inevitable in the current Covid-19 environment that any
business experiencing an earnings-related impact on its covenants will face bank demands
for shareholder support almost regardless of its prior financial structure and dividend
payout history. The present bank requests appear less stringent than those required of
others at the present time, including AIAL.

WIAL does not have a shareholder agreement.

13. This has been the case since 1997 when the Government sold its shares in WIAL to
Infratil. Since then although WCC has appointed two shareholders to the WIAL board,
Infratil controls the board taking an avid interest in the management of the business,
including especially project analysis, pricing, cashflow management, tax, debt financing and
balance sheet management.

14. The fact of there being no shareholders agreement means that either party can sell

their ordinary shares without reference to the other party. However, it can be argued that
this also does not provide various minority protections. For this reason, we obtained
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agreement that the negotiated terms for any proposed CRPS issue provide that all CRPS
holders act in unison.

15. The Proposal records that the Company believes that the underwriting and
Convertible Redeemable Preference Share issuance arrangement is fair to the Company and
its shareholders. We agree with this statement but only so long as WCC takes up its
entitlement as offered in full, that is, it confirms its intention to underwrite 34% of the issue
of $75,757,575 or $25,757,575 of the CRPS. We also believe that the 8% coupon on any
CRPS issue will provide the Company sufficient incentive to avoid that expense by seeking
alternatives otherwise available - such as subordinated debt.

16. In the event that WCC does not fully participate in this proposal then there are a
number of potential ways in which it might later determine that it had been disadvantaged.
These include:

e WIAL’s presentation of the Proposal assumes that NTA is an appropriate proxy for
the value of the Company. In most normal circumstances this would not be the case
and value would be determined, more by reference to earnings, and be greater than
NTA.

e As WIAL outlines in the proposal, if the value of WIAL shares were always to be at
the same level as prevailed at 30 September 2019, when the NTA was $582,774,000,
then by Infratil subscribing for $55 million of the CRPS, it would dilute the WCC
holding from 34.0% to approximately 30.6%.

e However, if the whole of the Infratil issue of $55 million were to be drawn down in
12 months and remained outstanding for say two years during which time the
Company was precluded by lenders from paying the 8% p.a. coupon, the unpaid
dividends would compound for two years and the amount of CRPS to be converted
at that time would be $64,342,221. When conversion occurs, it is possible that as a
result of operating losses and/or impairment of WIAL’s $1.25 billion of non-financial
assets, the issue price would be significantly less than the nominal proposal above.

e [f the value of the business thereafter returns to last September’s NTA figure, WCC
would sustain an effective loss. We estimate that if operating losses are incurred
and impairments of WIAL's asset base take place over the period until when
conversion might occur, so that NTA reduces by say between 10%/20%/30% this
would give rise to lost opportunity for the WCC in the range of at least $2.4
million/$5.5 million/$9.4 million (also see the next two bullet point comments).
Issuance after such NTA reduction will mean the WCC shareholding will reduce to
30.3%/29.9%/29.4% respectively.

e Whereas semi-annually reported NTA figures after the completion of WIAL accounts
are proposed to derive the price for the conversion of CRPS to ordinary shares, the
difference between WIAL’s market value at any time and reported NTA would
represent a further unquantified loss of value by WCC, in the absence of WCC’s full
participation.

e Additionally, the fact that the published NTA figure is known for a six-month period
before being next recalculated gives Infratil a free option to select the best time to
undertake any conversion of CRPS to ordinary shares to its advantage, which again
can’t be quantified.
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17. For the above reasons, while we agree that the arrangement is fair to WCC if WCC
fully participates in the underwriting proposal, if WCC does not fully participate there are
multiple reasons why WCC will almost certainly be disadvantaged by the terms proposed.

18. Assuming WCC'’s full participation and given there is not a shareholder agreement
we sought clarity and obtained agreement from WIAL that the CPRS holders would all act in
unison to minimize the risk to WCC that Infratil, or any later holder (as the shareholders are
free to sell these instruments) might manage their holding separately from WCC. To ensure
that the formal documentation enshrines this principle, any decision to proceed with the
Proposal should be reliant upon the usual precondition that legal sign off is available.

19. Although not directly related to the Proposal, we note that the subvention payment
regime was adopted by WIAL more than a decade ago. We believe that WIAL and its
shareholders should again review the applicability of the regime in the light of reduced
interest rates, possible changed tax liabilities due to the current operating environment and
changed tax laws, whether as a result of Covid-19 or otherwise.

20. This letter contains commercially sensitive advice that you should not allow into the
public domain as it could prejudice your future commercial negotiations with WIAL and
Infratil, and WIAL's negotiations with its bankers.

If you have any questions, please do not hesitate to contact the undersigned.

Yours sincerely
Sutton McCarthy Limited

<;\{ Ut~

kG Sutton
DIRECTOR
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