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Partnership Wellington Trust

1 The Status of the Trust

Partnership Wellington Trust Incorporated (trading as Positively Wellington Tourism) is
incorporated under the Charitable Trust Act 1957 and is a not for profit organisation. It is currently
responsible for the following activities:

e Marketing Wellington as a visitor destination domestically and internationally
e Marketing downtown Wellington to Wellingtonians and visitors
e Operating the Wellington i-SITE Visitor Centre

The Trust has a strong city focus in all its activities, largely due to funding sources. Its international
marketing programme has a strong regional focus.

The Trust is a Regional Tourism Organisation. By virtue of this status it is closely connected with
most government and non government organisations and private sector organisations related to the
tourism sector.

1.1 The Vision and Mission

Positively Wellington Tourism (PWT) launched the “Wellington Tourism Strategy 2015” in
December 2008.

The Wellington Tourism Strategy provides both a link to the national tourism strategy (“New
Zealand Tourism Strategy 2015”) and a broader strategic framework for the Wellington Cruise
Strategy, Wellington Events Strategy and Long-haul Air Connectivity Strategy.

The interconnectivity of these strategies is high and the progression of each depends on each of the
others.

e Tourism Strategy — PWT is now one year into the implementation of this strategy. The
action points noted in the strategy are part of the daily activities of PWT and the actions for
10/11 are detailed in this document

e Cruise — The cruise terminal facility at CentrePort has been developed to an international
standard and has recently received acknowledgement of such from the cruise industry. The
development of transport services between the city and the port by PWT, together with an
increased focus on providing visitor information services, means that cruise visitors to
Wellington are increasingly satisfied and buying more.

e Events — PWT provides essential support services to the activities of the Wellington City
Council events office. Together we ensure that the outcomes described in the Wellington
Events strategy are delivered. The involvement of the Chair and CEO in funding and
developing key events further supports this.

e Long Haul Air Connectivity Strategy — PWT continues to work closely with Wellington
International Airport Limited (WIAL) and Wellington City Council to create demand for
Wellington, and to work with airlines to develop the business case to initiate improved
trans-Tasman, and other short and long haul air links e.g. with ports in Australia and
between Wellington and a port in Asia.

The PWT Vision

Wellington will be the coolest urban destination in Australasia, ranking alongside the most
internationally recognisable cities in the world.



Wellington will have a range of tourism products and experiences that will “demand” that visitors
stay longer and do more.

Wellington will be marketed to New Zealand and the world as a high value destination. Through
use of a wide range of media channels and innovative activities the “‘Wellington’ message will reach
far and wide.

Wellington’s visitor experience will be second-to-none and create positive advocates for the city.

PWT’s Guiding Principles

e Wellington’s tourism sector takes a leading role in the growth and sustainable development of
Wellington’s economy

e Collaboration between Wellington’s tourism stakeholders is unrivalled anywhere in Australasia

e Wellington boasts unparalleled destination management, collaboration and implementation

e Wellington strives to be the most innovative marketing destination in Australasia

PWT’s Goal

To deliver actual international visitor expenditure growth of 5% each year.
1.2 Objectives of the Trust

The Trust Deed outlines:

The principal object of the Trust shall be to market and add value to Wellington and to achieve
sustainable economic growth for the benefit of the public of Wellington.

In carrying out the principal object, the Trust shall also have the following additional objects:

e Maximise the city’s share of regional consumer spending through strategic campaigns
promoting the city throughout New Zealand and overseas as a destination for shopping, leisure,
entertainment and events.

e Enhance the profile of city tourism and retail businesses; promote strategic alliances and
private sector partnerships.

e Improve recognition of Wellington and give support to the Wellington region as a key and
desirable visitor destination.

e Drive the co-ordination of marketing initiatives appropriate to the objects of the Trust.

e Ensure marketing initiatives are focused on increasing the sustainability of Wellington’s
commercial sector.

e Recognise and promote community focused initiatives.

e Enter into funding agreements and other contracts that are necessary or desirable to achieve the
objects of the Trust.

e Generally to do all acts, matters and things that the Trustees consider necessary or conducive to
further or attain the principal and additional objects of the Trust set out above.

The Trust’s objectives shall be carried out to benefit people in Wellington. The Trustees may carry
out activities outside Wellington to promote the Trust or the Trust assets, but only if they believe
that such activities will be for the ultimate benefit of people in Wellington.



2 Governance

Partnership Wellington Trust is a Council Controlled Organisation. It was settled in 1995 by
Wellington City Council.

2.1 Role of the Board

The Trustees are responsible for setting the strategic direction for the Trust, and approving the
Statement of Intent and Annual Business Plan. The Board monitors organisational performance and
ensures the ongoing viability of the organisation is maintained.

The Board delegates the day to day operation of the Trust to the CEO and the Management Team,
who report monthly to the Board.

As part of the ongoing relationship with Wellington City Council, the Chair and CEO meet with the
Mayor and CEO of Council on a regular basis and the CEO meets regularly with Officers of the
Council Controlled Organisations Unit and other Council Management when appropriate. The Chair
and CEO attend the Monitoring Sub Committee as required.

2.2 Board Membership (as at 30 June 2010)

Member Term expires
Glenys Coughlan (Chair) 31 December 2012
Peter Monk 31 December 2011
Ruth Pretty 31 December 2012
Jo Coughlan 31 October 2010
Kim Wicksteed 31 December 2011
John Milford 31 December 2011
Mike O’Donnell 31 December 2010

2.3 Board Operations

The Board will aim to meet best practice governance standards. The Board will meet no less than
11 times per year and in addition to the Audit, Finance and Risk sub committee the Trust has
recently established a Remuneration sub committee. Other sub committees will be established as
required.

A review of Trustee performance has been commissioned (and will be undertaken annually). This
will be completed through the New Zealand Institute of Directors’ formal assessment process and
will be based on a Chair and Full Board Review, including input from the CEO.

2.4 Audit, Finance and Risk Sub Committee

The Audit, Finance and Risk Sub Committee meet at least twice a year to prepare and review audit
matters, confirm budgets and review ongoing financial performance. This Committee reviews and
recommends the Annual Report and Audit to the Board.

2.5 The Remuneration Sub Committee

The Remuneration Sub Committee meets at least twice a year. It reviews and recommends
executive remuneration to the Board and provides advice on developing strategies for succession
planning, organisation development etc.



3.2
3.2.1

3.2.2

3.2.3

3.24

3.2.5

The Nature and Scope of the Activities to be Undertaken
Background and Operating Environment

The Trust has a diverse range of operating activities and operates in most key areas of the
tourism sector. It is reliant on financial support from Wellington City Council, partnership
funding with commercial organisations and joint ventures with Tourism New Zealand
provided for by the Ministry of Tourism. The Trust also operates the Wellington i-SITE
and, in joint venture with Destination Marlborough, the Interislander i-SITE. The Trust
competes with other city priorities for funding and is publicly and privately accountable for
its expenditure.

By entering into commercial partnerships with central government agencies, other
territorial local authorities, commercial partners in the tourism and hospitality sectors and
through our sales activity at the Wellington city i-SITE and Interislander i-SITE, PWT
leverages the investment Wellington City Council makes such that WCC funds now make
up 47.3% of annual turnover.

The Main Activities of the Trust (in alphabetical order)

Australia Marketing

. Marketing Wellington at both consumer and trade levels in the Australian market
and maximising the opportunity to leverage Wellington City Council’s investment in this
market through working with strategic partners such as Tourism New Zealand,
neighbouring regions, WIAL, airlines and local industry partners who have shared
objectives.

. Ensuring better connectivity with Australia by encouraging increased air capacity,
new route development and competition.

Communications

. Leveraging marketing activity and key city messages by way of an active
communications plan which reinforces the marketing activities of PWT through all types
of media in New Zealand and beyond.

Convention Bureau

. Marketing Wellington as a leading conference and convention destination to the
New Zealand and Australian markets, maximising the opportunity provided by Council’s
investment in facilities and services dedicated to this purpose.

Downtown Marketing

. Delivering campaigns to help ensure downtown Wellington remains vibrant as a
place to visit for locals and visitors.

. Sharing information about new and exciting city centre activities through utilisation
of our KNOW Wellington databases.

Event Marketing and Development

. Support event development and add value to the event programme with targeted
marketing and promotions support.

. Working closely with Wellington City Council on event development and jointly
establishing and applying criteria to further develop the city’s understanding of the
economic, social and other benefits of events.

. Provide support and services to key event organisations (such as NZI Sevens and
Montana World of WearableArt™ Awards Show, Te Papa Tongarewa and promote new
events such as Wellington On a Plate).



3.2.6

3.2.7

3.2.8

3.2.9

3.2.10

3.2.11

3.2.12

3.2.13

3.2.14

International Marketing

. Marketing Wellington as a compelling visitor destination in target long haul markets,
notably the UK, Europe, the USA and increasingly in Asia.

. Ensuring better connectivity in long haul markets by working on the development of
long haul air services.

. Coordinating the international marketing activities of those attractions in which
Wellington City Council have invested and from which a stated outcome is that
international visitors will be attracted to buy tickets/access to those attractions in order to
support the commercial performance of these attractions and assist in Council’s vision of
Wellington being a vibrant and internationally competitive city.

I-SITE Visitor Centre

. Operating an i-SITE Visitor Centre in the city is a core function and this function has
recently been extended to providing an i-SITE service onboard the Interislander vessel
Kaitaki. The purpose of providing these services is to motivate visitors to stay longer and
do more whilst in Wellington, leaving our city with the greatest of experiences.

. Provide i-SITE visitor services in other parts of Wellington city, particular in respect
of information provision for the growing number of cruise ship visitors.

Leadership
. Leading Wellington’s tourism industry growth and development in an innovative and
vibrant way. Developing and defining industry strategy is central to this leadership activity.

New Zealand Marketing

. Delivering targeted marketing programmes and campaigns to the New Zealand
market which maintain the city’s position as the premier urban destination in New Zealand,
working with the Wellington City Council’s Event team and the key visitor attractions in
Wellington.

Online Tourism Distribution

. Ensuring that Wellington has a high profile and highly effective online
tourism presence both to New Zealanders and international travellers, with maximum
ability to convert consumer interest into purchasing Wellington visitor experiences.

Product Development

. Supporting the development of new tourism attractions and the development of new
and existing tourism businesses and services through provision of information, networks
and advice.

Partnership/Relationships

. Maintaining a strong private/public sector funding approach to the Trust’s work and
through developing i-SITE income, partnership and joint venture programmes maintain
Wellington City Council’s investment as being no more than 50% of PWT’s income

. Maintaining strong relationships with relevant public and private sector interests,
most notably Wellington City Council and its subsidiary organisations/Trusts/CCOs etc.

Research
. Ensuring Wellington’s tourism dataset and information base is consistent with
industry practice in order to properly inform marketing and product development decision-
making both for the Trust and as an information source for other agencies and private
enterprise.

Rugby World Cup 2011
. Support Wellington City Council in the delivery and management of marketing,
media and visitor services for the Rugby World Cup 2011 (RWC2011) taking into
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1)

2)

3)

4)

consideration the needs, requirements and restrictions imposed by stakeholder groups both
from within the city and beyond.

. Planning activities in the international travel market and trade training in the 2010/11
year which align with and leverage the opportunities provided to Wellington through
hosting teams and games during RWC2011 and capturing a legacy value beyond.

3.3 Future Direction of Tourism — Strategic Goals

In the following sections of the PWT Statement of Intent we outline the risks and opportunities that
we see for Wellington as a visitor destination.

As an organisation, PWT takes risk management seriously and we have incorporated risk
assessment protocols in both our governance and management processes. We also believe it is
vitally important to target development opportunities that will help to secure the future of
Wellington as a vibrant and viable visitor destination. Sometimes this involves a degree of
“managed” risk.

PWT has set some significant goals for 2010/11 and beyond. These goals take into account the
immediate and long term potential of tourism; they are both sensitive to the current environment
and cognisant of tourism’s future potential.

3.3.1  The Trust has the following strategic goals for 2010/11.:

Investing in Australia: PWT will continue work commenced in 2009/10 to increase the
recognition and desirability of Wellington as a visitor destination in the Australian market. To
achieve this, PWT will work with industry and regional partners to maintain (and where possible
grow) adequate funding levels and develop new partnerships so that we can make a credible impact
in the Australian marketplace, securing and growing our share of Australian visitors/spend in
regards to leisure, convention, business, and friends and family visitation.

I-SITE Redevelopment: PWT is investigating redevelopment options for the existing Civic Square
i-SITE to ensure that the core i-SITE deliverables are in place before the start of RWC2011. There
are a number of drivers for change. We are committed to delivering a step-change in the experience
provided at the Wellington i-SITE (and any remote sites that we own/operate). Our vision is to go
beyond our advertising promise and inspire visitors to our city to stay longer, do more and leave
with the very best experiences.

a) Short term Development: it is the intention of the Trust to make a significant investment in
the Wellington City i-SITE in the 2010/11 year (this investment will be from the reserves of
the Trust and a contribution from the i-SITE’s operational performance.

b) Medium/Long term Development: the Trust will continue to consider options for moving
the facility onto the Wellington waterfront while being aware that finding a new space that
is affordable (for the City) and functional (for visitors) is a challenge and needs to be part of
wider strategic planning issues for the city.

Leveraging partnerships: PWT will maximise the productivity of the investment made by
Wellington City Council in the marketing and sales activities of its core visitor attractions by
working with the existing Council Controlled Organisations and other agencies/organisations to
bring together a series of world class visitor experiences. In 2009/10 $ 2.35m of the Trust’s
expenditure was in direct partnership with city events and attractions which the city either “own” or
in which it has a substantial investment interest. This will be at least maintained in 2010/11.

The Domestic Market: The domestic market is our engine market and PWT will maintain
Wellington’s position as the most desirable New Zealand urban destination for a short-break
market. New Zealanders understand what Wellington is about; PWT will offer the domestic market
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5)

6)
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8)

9)

“more reasons to visit more regularly” through effective marketing activity, with continued focus on
event marketing

International Icon: PWT will utilise online marketing activities to educate the world about
Wellington and increase its desirability as a business and leisure visitor destination. These activities
will expose a global audience to the Wellington proposition and will reflect Wellington’s goal of
becoming the coolest urban destination in Australasia, ranking alongside the most internationally
recognisable cities in the world. In 2010/11 we will further develop the new RWC2011 Wellington
portal, our Wellington mobile guide and the visual identity of our website.

Event Mecca: PWT through strategic development activity and marketing support to Wellington
City Council Events team will play a lead role in the development of more events throughout the
year to appeal to a variety of target audiences.

Economic Driver: PWT will seek to extend the economic impact of tourism by attracting visitors
from sectors that currently do not incorporate Wellington in their itinerary. A specific action will be
to find ways to assist Positively Wellington Waterfront in marketing the new Waterfront
Motorhome Park and by closely aligning activity in Asia with that of agents working in the
independent travel market.

Outstanding Venues and Facilities: PWT will work with the convention and events sector to
consider how the requirements of each can be met in Wellington both to maintain growth in the
current environment and to work with the ambitions of both sectors to deliver a “Vector’ style arena
with convention facilities for these activities in the future.

Environmental Leadership: PWT will continue its leadership role for the tourism sector in
Wellington by continually advocating for the consideration of sustainable tourism practices both
across the sector and in individual businesses. In 2010/11 PWT will undergo Qualmark business
and Enviro accreditation in order to benchmark its own activities against tourism industry standards
and thus create a platform for future improvement. The Wellington i-SITE has achieved
accreditation during 2009/10 and an Enviro-Silver rating within this accreditation.

3.4  Alignment with Council Outcomes

The table below outlines where the Trust’s objectives are most closely aligned with Wellington City
Council’s objectives. PWT and the WCC share strong common goals:

e Creating a compelling “sense of place”.

e Ensuring the city is better connected with airline services.

e Protecting the city’s leadership in the event area.

e Contributing to the city’s cultural wellbeing.

The Trust will work closely with Wellington City Council to deliver on city objectives. The Trust
acknowledges its role as a partner of Wellington City Council in delivering on the City’s wider
economic and city development programme.

Partnership and Commitment

The Trust will work closely with Wellington City Council, other Councils, Grow Wellington and
other agencies on the development of the Wellington Regional Strategy to maximise opportunities
for the tourism sector.

Where appropriate the Trust will adopt a regional approach in our work programmes. This will be
done on the basis that it makes economic and commercial sense for our core funding partner (WCC
and the Downtown Levy payers).

| WCC STRATEGY | OUTCOME |




FRAMEWORK

Economic Development
Strategy

PWT Supports the
Strategy Approach in the
WCC Long Term Council
Community Plan (WCC
LTCCP)

PWT focuses on the
priorities of the WCC
LTCCP

PWT shares goals and
KPIs with the WCC
LTCCP

The outcomes sought in the Wellington City Council Long Term
Council Community Plan are a key driver of PWT activity:

(extracts from Wellington City Long Term Community Plan —
Economic Development ‘Strategy at a Glance”)

NogakrwdpE

Stronger Sense of Place

More Compact

More Eventful

More Entrepreneurial and Innovative

Better Connected

More Competitive

Maximising the opportunities provided by RWC2011

“Support high quality events and promote tourism and
vibrant retail sector.”

“Celebrates creativity and innovation in the business sector.”
“Improve the city’s connection to the rest of the world.”
“Supports downtown Wellington as the centre of the
region’s retail and service economy.”

“Take a regional approach to economic development
through the Wellington Regional Strategy and Grow
Wellington.”

“Maintaining Wellington’s reputation as a vibrant, creative
and eventful place — particularly maximising the economic
return from our events development fund.”
“Working  with  others to  sustain
service/creative industries and workforce.
maintaining our investment in tourism...”

Wellington’s
This includes

“When visitor numbers and lengths of stay continue to
increase; when the major events we support return more than
20:1 on the Council’s investment.”

“When direct flights to Asia can be accessed out of
Wellington”

These activities and PWT’s core work programmes align with Wellington City Council’s Economic
Development Strategy and contribute to a number of desired community outcomes as set out in the

2010 LTCCP:

WCC STRATEGY
FRAMEWORK

OUTCOME

PWT shares goals and
KPIs with the WCC
LTCCP that deliver
‘Community Outcomes’

“Wellington will promote the sustainable management of the
environment and support increased opportunities for the
exercise of Kaitiakitanga.”

“Wellington will protect and showcase its natural landforms
and indigenous ecosystems.”

“Wellington as New Zealand’s capital city will house and
engage effectively with central government, embassies and
corporates.”
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o “Wellington will have an increasing diversity of vibrant,
internationally competitive businesses and industries of all
sizes, and sustainable employment opportunities.”

o “Wellington will be a prime tourist and conference
destination, with diverse and changing attractions that fit and
highlight Wellington’s best features.”

o “Wellington will be recognised as New Zealand’s arts and
cultural capital, encouraging visual and performing arts.”

o “Wellington will have venues that suit a range of events and
the needs of the city.”

e “Links by land, air and sea will meet the needs of the people
and enterprises.”

o “Wellington will have clear directional signage.”

e “Wellingtonians will be actively involved in their
communities and work with others to make things happen.”

(extracts from Wellington City Long Term Community Plan -
Economic Development ‘Community Outcomes’)

3.5  Organisational Health and Capability

Organisationally, the Trust is in a sound position. However it is reliant on funding support from
Wellington City Council and other income such as private sector partnership funding and other
grants and sponsorships.

In 2009/10 the Trust’s turnover has been derived from four key sources;
Wellington City Council grant (48.7%)

Operation of the Wellington i-SITE and www.WellingtonNZ.com (27.9%)
Partner income from the Wellington tourism industry (13.6%)

Central Government funding (new in 2009/10) (8.9%)

In this year we have secured new funding both from industry and agencies other than WCC; as we
start our i-SITE activities on board the Interislander vessel Kaitaki we look forward to new revenue
from this venture too.

The increased support received from Wellington City Council in 2009/10 has enabled the Trust to
increase funding from other partner agencies and the tourism sector (including new Central
Government funding) by $ 1,073,662. This is a significant gain over the previous financial year and
we are pursuing a further gain in the new financial year.

Reducing Core Funding will put Outcomes at Risk

The current economic environment has put pressure on both public and private sector funding. We
can continue to expect increased competitor activity as other Regional Tourism Organisations
(RTOs) compete for a bigger share of both the domestic and Australian markets to compensate for
the decline in long-haul markets. They all look with jealously to Wellington’s events programme;
we should not underestimate how aggressive they may be in competing for these properties.

Maintaining the Trust’s funding base and mix is fundamental to sustaining the operational viability
of the Trust and any reduction in funding or substantial change in the funding mix would result in a
consequent reduction in service levels, changes in core capabilities or a reduction in the scale and
impact of our marketing programmes. Everything we do delivers direct and indirect benefits to the
downtown marketing fund ratepayer, as well as the wider community.
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Should Wellington City Council consider reducing PWT’s funding by 5% this would have serious
implications in regards to the outputs of the organisation, the ability of PWT to raise funds from the
private sector and other none rate-payer funded agencies and corporations, and the growth of
tourism as a fundamental key economic driver for the city. The thriving tourism sector allows
Wellington residents to enjoy events, attractions, the arts and a hospitality sector that is out of all
proportion to the city’s population.

The reduced investment would have to be taken from our domestic marketing activities. Whilst this
is the cornerstone of our work and that which attracts hotel sector investment if funding were to be
removed from any other area of activity, such activities would effectively be stopped altogether.
Wellington cannot afford to be absent from marketing Online, in Australia, in the convention
business sector, in Long Haul markets (such as Europe and North America where high spending,
long staying visitors arrive from or Asia from where future international airline connectivity will be
driven) or in the promotion of the iconic events which we are so proud to host.

Reducing Wellington’s signature brand campaign work by 35% at this time carry’s significant risk
as New Zealand prepares for Rugby World Cup and our competitor regions focus highly on tourism
marketing activity in a national climate which is highly supportive of tourism and events as
economic drivers.

Wellington’s successful growth as a visitor destination since the foundation of the Trust has been
grounded on the cooperative arrangement between City Council and private enterprise, this has
enabled the Trust to carry out a greater range of activities increasing visitation from a broader set of
markets than any other comparable body in New Zealand. Any reduction of funding from a
stakeholder organisation challenges the ability of the Trust to maintain these activities successfully.

2010/11 Deliverables
Below we set out the key deliverables of the Trust and the background of how they integrate to
deliver a compelling commercial result to the city and to the downtown marketing fund ratepayer:

e Domestic Performance: PWT’s domestic marketing campaign and media activities
continue to be the bedrock of the continued growth of our tourism sector. Our approach is
founded upon the promotion of iconic events, the development of secondary events that are
special to Wellington, and the promotion of the retail, café/restaurant and arts scene. This
activity heavily promotes the events and establishments in which Wellington City Council
has a substantial investment, as well as those organisations such as the New Zealand
Symphony Orchestra that form the creative backdrop to Wellington’s position as the arts
and creative capital.

e Online Advantage: PWT’s online marketing activity has seen and continues to see
substantial growth in the number of people accessing information and booking Wellington
accommodation and activities at www.WellingtonNZ.com; this website for visitors and
prospective visitors to Wellington now enjoys very nearly three times as many visitors as
any other New Zealand regional destination website. Our mobile web guide is also
exceeding visitation targets and is been used again and again by the same visitors as they
explore our city, with many events planned and independent travellers expected; it will be a
vital tool for the city at the time of RWC2011.

e Offshore action: PWT’s activities offshore can be divided into three parts.

0 Assault Australia
In Australia, leveraging Council’s investment through working with central government and
strategic regional partners, we are now able to market Wellington directly to the consumer
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and have begun to share the story of our city in that country which will raise its profile and
reputation as a destination substantially.

o0 Looking East
In Asia working with WIAL we look to grow the profile of Wellington and are able to place
the city as a must-see part of the growing number of independent travellers’ itineraries.

0 Our Core Markets
In Europe and North America the investments the city has made in cultural and natural
attractions are of high interest to the consumer; our work here is all about making sure that
the travel trade, guide book writers and media always recommend that these high spending
travellers spend longer exploring Wellington.

e Meet Me in Wellington: Wellington continues to hold its own as a convention destination
despite its facilities being poor relative to other Australasian destinations. Working together
with the Wellington Convention Centre, Te Papa, Wellington Regional Stadium and
industry, our successful sales efforts through our Wellington Convention Bureau focuses on
other city attributes and attractions that can create a great convention event. The bureau
provides an independent source of knowledge and assistance for convention planners that is
highly respected and pulls all these jigsaw pieces together. We will in this year look to the
outcomes delivered by the recent ‘venues review’ to guide our working with these venues
even more closely to improve the sales result for Wellington.

e | See our i-SITE: Our i-SITE operation continues to operate to a neutral cost position but
we have increased service levels by opening on public holidays, operating a cruise bus
shuttle service between the port and the city and providing i-SITE staff on Brandon
Street/Lambton Quay to help visitors make the most of their time in Wellington on cruise
ship days. We have also commenced operation of an i-SITE aboard the Interislander vessel
Kaitaki; this boat carries 70% of tourists crossing the Cook Strait and provides our team
with the opportunity to make sure visitors enter Wellington with the best possible
knowledge. Importantly we can also enjoy this new revenue stream as travellers book their
accommaodation in the city, including our new Waterfront Motorhome Park.

e The Whole is Greater than ...: Together these investments and activities that the Trust
undertakes on behalf of the city ensure that the Wellington message is heard across New
Zealand and, increasingly, the world beyond.

Our ability to work in a coordinated fashion across all of the city’s public and private investments is
the envy of every other region in New Zealand and the investment made by the private sector and
the Councils of neighbouring districts and regions is unmatched in New Zealand. During 2010/11
PWT will demonstrate this in many ways, there are three particular areas of activity that highlight
this coordinated approach.

e PWT and the Karori Sanctuary Trust (KST) have a Memorandum of Understanding (MoU)
in place through which the management of each organisation with the support of their
respective boards:

0 Write their sales and marketing activity plans together to ensure that the investment
made in each is leveraged by the activity of the other.

0 Meet at least bi-monthly to review the ongoing delivery of those sales and marketing
activity plans

0 Adjust the sales and marketing activity plan to maximise the impact of such
activities and take tactical opportunities to grow visitation that will arise from time to
time.

e Similarly PWT has a MoU in place with Carter Observatory which embodies the same
process and function as that enjoyed with KST.
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e During 2009/10 PWT has worked hard to bring investment to Wellington from a private
sector partner to link the various visitor attractions of Wellington together. InterCity Group
(ICG) will in September 2010 start a “Hop-on, Hop-off’ visitor transport experience. This
new product will offer visitors stops in close proximity to councils key investments in
tourism infrastructure:

Wellington i-SITE visitor centre

Te Papa

St James Theatre & Courtenay Place

NZ Cricket Museum and the Basin Reserve

Wellington Zoo

The National War Memorial

Wellington Cable Car

Wellington Cable Car Museum

Carter Observatory

Wellington Botanical Gardens

Zealandia — The Karori Sanctuary Experience

Wellington Museum

Lambton Quay

Wellington Waterfront
ICG’s substantial worldwide marketing activities will promote all of these attractions. The
service will provide easy and enjoyable access to all Wellington’s attractions at a price that
is affordable to domestic and international visitors.

Of course the Trust also must invest in its people and support structures to ensure the legacy that
has been created is continued into the future:

e The Trust’s ability to retain and enhance the development of its staff is central to its
organisational health. The Trust has enjoyed a year of high stability in its staff and the
Wellington industry is highly trusting of the chief executive and the senior leadership team
and their ability to in partnership constantly move the sector forward in our city and region.

e As marketing and development programmes grow, so does the Trust’s need to maintain a
solid administrative and infrastructural support base. Maintaining IT networks and
databases are critical to the organisation’s health and capability.

e We continue to carry out and advocate for better regional tourism research so that we can
make better decisions about our activities and offer the best advice regarding tourism
investment opportunities in Wellington.

Any reduction in the core funding of PWT would challenge this position and would mean that more
funding would be required to each individual organisation / establishment / event in the city to
market their activity and this would happen in an uncoordinated fashion.

3.6  Risk Management and Mitigation

The major risks that the Trust faces and a summary of key mitigation strategies are presented
below. The Trust maintains an active Risk Register that is reviewed at every Board Meeting.

3.6.1 Financial Risk
3.6.1.1 Limited funding

The Trust seeks to protect, grow and diversify its funding base to ensure that it can continue to
make a positive contribution to the achievement of Wellington City’s strategic objectives.
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Risks include the failure of funding to keep pace with increased costs of staff and marketing
inflation and the cost of service delivery. As noted above the global economic crisis and New
Zealand’s economic recession will put further pressure on funding sources.

PWT receives no annual inflation adjustments as part of its funding. In real terms, its market reach
and ability to pay competitive salaries is reducing.

Mitigation measures we employ:

o Review all funding options/methods available to the Trust.

e Maximise funding diversity.

e Continually review the return on investment of all marketing initiatives and assess those
initiatives against new opportunities to ensure the best outcomes are delivered to all
stakeholders.

e Seek annual CPI inflation adjustments with funding, particularly in key areas of the
organisation, notably salaries.

3.6.1.2 Limited financial flexibility

The Trust employs prudent financial controls to match expenditure with income. The Trust retains
a small cash reserve to provide for any variations in funding streams or changes in the timing of
project expenditure.

The relatively low cash reserves position puts some constraints on financial flexibility. While this
ensures that the Trust works closely with Wellington City Council on funding issues, it also
provides little scope for the Trust to manage changing working capital demands or other financial
pressures.

The Trust is planning to operate on a breakeven basis after depreciation in the 2010/11 year. The
Trust will retain a cash reserve to a maximum of $250,000 for extraneous ‘one off’ events or
emergencies such as the loss of private sector funding.

Mitigation measures we employ:
o Regular dialogue with marketing partners and partner organisations/ agencies.
e Rigorous cost management.
o Monthly Revenue / Expense forecasting.
e Budgets for each operational area are written on a per project basis, enabling return on
investment analysis to be carried out to determine the effectiveness of individual actions
within the annual activities of the Trust.

3.6.1.3 Private sector partnerships

The Trust has well established funding partnerships with a range of private sector operators. This
enables a far higher level of marketing activity than could be sustained by Council funding alone.
This demands a high level of commercial accountability in addition to demonstrating the broader
economic returns to Council. An example of this commercial accountability would be when a
partner in a particular programme is provided with a breakdown of the activities carried out be the
Trust that have assisted that individual partnership. This might take the form of, for example, a lead
generation report to a convention bureau partner.

The loss of private sector partnership funding is a risk. A significant share of revenue is derived
from this source. External influences outside the Trust’s control can result in a change of direction
for some private sector partners, as can changes in key personnel thus reducing funding for
Positively Wellington Tourism marketing activity. Strategic development of partnerships means
that the Trust now benefits from partnerships with around 80 commercial organisations. These
partnerships ensure that the Trust is working for the development of Wellington as a destination
whilst working with the commercial realities of the visitor industry.
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Mitigation measures we employ:
o Close and proactive partnership management.
e Developing relationships that are more than *“one deep” with partner organisations.
e Ensuring campaigns and programmes remain relevant to private sector partners and
deliver commercial returns.
e Continuing to innovate with our marketing programmes and provide independent
tracking measures with commercial return (e.g. Book-It).

3.6.1.4 Funding for the future

To ensure that the Trust is able to meet its Council and partner commitments, the Trust undertook a
comprehensive review of all marketing activities and cost centres in 2007/08.

Based on this review, the Trust made some changes to its marketing programmes and identified
some areas in the marketing mix that had been subject to significant underinvestment.

The Trust’s investment in online marketing was one such area and this placed Wellington in a
position of competitive risk.

As a result of this review, PWT was in 2008 granted an additional $ 624,000 per annum to enable
the City to better compete in the online marketing space.

An ongoing ‘risk area” for the Trust is the extent to which PWT’s online activities extend into a
purely commercial space and PWT ends up as a direct competitor to other commercial operators
that do not have the benefits of public sector funding.

Mitigation measures we employ:
e PWT will continue to work with Wellington City Council in relation to any potential
Issues.
e PWT does not exist to make a profit and any income generated via participation in the
online marketing space is reinvested in core marketing activity.

In the 2008/09 year we recognised the significant risk presented by:
e Falling visitor numbers to Wellington from long-haul international markets.
e The lack of visibility of Wellington in the Australian market as a short break/convention
destination.

As a result of this, PWT was in 2009 granted an additional grant by Council of up to $1,000,000 per
annum dependent upon co-investment from central government and other partners. PWT
successfully lobbied government to change the focus of Tourism New Zealand activities in
Australia and to bring about targeted joint venture funding to Regional Tourism Organisations. As
a result of these investments, PWT has secured further funding contributions from other wider
regional strategic partners (Venture Taranaki, Destination Wairarapa, Hutt City Council and
Destination Marlborough), local commercial partners (Wellington International Airport,
Interislander and Te Papa) and airlines (Pacific Blue and Air New Zealand).

This new investment is being utilised to significantly increase consumer awareness in Australia of
Wellington as a destination and to convert this awareness to actual travel through tactical activity
with airlines and other industry partners. A full list of the KPI’s attached to this funding stream is
included in our business which we report upon quarterly to the Council Controlled Organisations
Performance Subcommittee

3.6.1.5 Significant Risk for 2010/11

Regional competition
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Last year the Trust identified a market risk that now has the potential to challenge Wellington’s
position as the most desirable urban destination in New Zealand and our aspiration to become the
coolest urban destination in Australasia.

Historically both Christchurch and Auckland have as destinations not been able to create the
public/private structures in regards to creating a brand, a calendar of events and vibrancy in their
city to challenge Wellington’s position.

As the Auckland region transitions to a ‘super-city’ with effectively a single level of local
government there is the potential for coordinated and well resourced activities which will threaten
Wellington’s position.

Mitigation measures we will continue to employ with even greater focus:

e Work together with City Council and event/arts organisations to maintain and grow the
excellence and vibrancy of Wellington’s events.

e Continued high level of collaboration with the city’s organisations that are tourism
attractions to ensure that marketing expenditure is highly leveraged and that the
experiences offered retain the high level of excellence with which Wellington is
associated.

e Continued emphasis on strong strategic relationships with tourism/economic
development departments of neighbouring Territorial Local Authorities and their
elected/executive representatives.

e Work with Wellington City Council and city institutions to create even greater
consistency and penetration of Wellington’s brand, brand values and the stories they
tell.

e Close partnership management with existing funding partners.

o Closely monitor the activity of those regions with greatest potential to challenge our
position.

o Keep our funders aware of significantly increased levels of funding made available to
competitor regions.

3.6.2 Capability Risk
3.6.2.1 Core capability and staff retention

PWT is committed to attracting and retaining great talent and as noted above recent changes in the
executive team have been well supported. The core capability of PWT is retained in a small number
of key positions and competition for talented staff is intensifying. Paying competitive salaries is
key; managing staff retention and keeping staff turnover at a healthy level is a priority for PWT.

Mitigation measures we employ:

e Ensuring an effective succession planning system is in place.

e Ensuring salary levels and benefits within core management team are competitive as
possible in the market.

e Ensuring staff feel appreciated and rewarded in their roles by developing a strong team
culture.

e Ensuring information systems and operating procedures are maintained and documented
to minimise the impact of core staff leaving.

e Salary remuneration programme operating so as to ensure market competitiveness.

e Remuneration sub committee of the Board.

3.6.2.2 Advocates for Wellington

The Trust has been able to develop a number of effective national and international partnerships.
From time-to-time the organisation may be forced to take different positions on certain issues
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involving financial partners. This could bring us into conflict with our partners; e.g. being asked to
comment on tourism or aviation issues where partners have conflicting objectives.

Mitigation measures we employ:

e Ensuring partnership management responsibilities are shared throughout the
organisation and lie with more than one or two staff — meaning marketing and advocacy
issues can be separated to some degree.

e Ensuring the Board and Wellington City Council clearly understand the risks associated
with taking different views to our partners on specific issues.

e Maintaining a strong and consistent position that reflects that Positively Wellington
Tourism exists to serve the “big picture” interests of Wellington.

3.6.3 Market Risk
3.6.3.1 Commissionable products

Growing Wellington’s product offering and enhancing the value of the visitor experience is
fundamental to attracting increased visitor spend. While Wellington doesn’t have the “must
see/must do” commercial attractions of other destinations, we do have a very strong and
commissionable accommodation base; the commission that wholesalers and others enjoy from
Wellington is better than they would enjoy in other New Zealand destinations.

While developing new attractions is challenging, the opportunity exists to better connect current
offerings to create new visitor experiences (e.g. ZEALANDIA and the Zoo, or Carter, Wellington
Museums Trust and Te Papa) by marketing, packaging and ticketing collectively. It is our plan that
the groundwork that we have carried out in the 2009/10 year will come to fruition in October 2010.

PWT remains enthusiastic about being more actively involved in the product development process
and in connecting product offerings/experiences. We are actively working with Wellington’s
leading attractions to create “value add” visitor experiences. This includes closer collaboration with
the likes of *ZEALANDIA: The Karori Sanctuary Experience’ and Carter Observatory. During
2010/11 the investment we have made in enhancing our website event pages will allow PWT to
further manage its marketing activities to support a wider set of events that take place in Wellington
city throughout the year.

In particular regards to ‘“ZEALANDIA The Karori Sanctuary Experience’, PWT will engage under
its Memorandum of Understanding both at a strategic and operational level to ensure efficiency,
skills, coordinated media buying and partnership leveraging are maximised in order to make the
most of the opportunity for the Karori Sanctuary Trust to deliver visitor number forecasts.

PWT is also working with Grow Wellington in the food, wine and cuisine space and planning is
well underway for the second year of ‘Wellington On a Plate’, a showcase of the best of regional
produce in a broad cross-section of restaurants, cafés and events across the city and region. This
year the marketing and media activity will extend beyond the Wellington region to other parts of
New Zealand and Australia. This partnership with Grow Wellington allows that organisation to
pursue its goal of enhancing the export capability of Wellington region producers whilst PWT
utilises the event to build Wellington’s reputation as New Zealand’s ‘Cuisine Capital” and to focus
activity at a time of year when tourism and visitor activity has traditionally been low.

Mitigation measures we employ:
e Identify new product development opportunities based on “joining the dots” such as a
‘City Explorer Passport’.
e Secure resources to grow, develop and market new experiences.
o Closely align development activity with Wellington Regional Strategy and Wellington
City Council.
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e Assist private investors who have interest in bringing new tourism
businesses/experiences to our city.

o Work with partners, events and investors to continually create new reasons to visit
Wellington.

3.6.3.2 Aiir access and transportation links

Air access is critical to growth. PWT has adopted a “high level” view of this. Direct long-haul air
connectivity is a WIAL, City and Grow Wellington goal and PWT supports this. PWT also supports
the protection and growth of trans-Tasman air capacity and the possibility of long-haul indirect
services.

Mitigation measures we employ:

e Maintain active working relationships with all airlines that operate to and from
Wellington, and support their marketing programmes at a tactical level.

e Maintain active working relationships with all airlines that operate to and from New
Zealand.

e Retain ongoing contact with WIAL to understand their business objectives and support
those objectives as appropriate.

e Work closely with WIAL to together support new routes and increased frequency of
departures from all ports into Wellington.

e Maintain close working relationships with other national transportation providers — rail,
coach, ferry etc; if Wellington is capacity constrained in aviation terms then we need
other ways of channelling travellers to and through our destination.

o Continue to seek regional funding to take advantage of long haul flight opportunity.

3.6.3.3 Convention/Event facilities

Large purpose-built convention and event centre facilities that compete effectively with other
regions are required. The convention market alone is worth in excess of $100m per annum to
Wellington. There are growing market risks around Wellington’s existing convention centre
facilities being uncompetitive.

There are also direct linkages between attracting additional air services and creating a business
environment that will attract investment in new visitor products and services, and the development
of convention facilities.

Mitigation measures we employ:
o Continue to review and assess the case for new convention/event facilities.
o Identify opportunities for developing new convention/event facilities.
e Promote city attributes and attractions that can create a great convention event
regardless of core event capacity.

3.6.3.4 Event Marketing

Events have played a vital role in developing Wellington’s brand. The capital boasts a high calibre
event programme, including the New Zealand International Arts Festival, the NZI Sevens and the
Montana World of WearableArt™ Awards Show. These three events contribute a combined total
of $36.8 million to the Wellington economy per annum. PWT directly invests $680,000 marketing
these and other events domestically.

PWT’s event marketing programme has strong links to Wellington City Council’s Events Strategy.
Council invests significantly in event development. PWT complements this investment by
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promoting and marketing a wide range of events through both targeted and generic marketing
activity. PWT is heavily involved in the decision-making process relating to events and has
supported the establishment of the Event Development Fund and its growth over the years. A
strong spirit of cooperation exists in this area and PWT has a strong commitment to marketing
events that are receiving development support.

Increasingly PWT is finding it more challenging to increase or widen marketing activity in the
event area within existing financial resources. Given Wellington’s leadership position in the event
area, PWT is concerned that any reduction in competitiveness in this area could have negative
impacts on the city’s event programme and the economic gains made from it.

Mitigation measures we employ:
e In the short term we can adjust media schedules within the New Zealand Marketing
Campaign to free up additional resource for event marketing.
e Seek additional funding or sponsorship to enable an increase in activity.

3.6.3.5 Support infrastructure

The Regional Visitor Monitor is indicating that support infrastructure such as signage, parking and
campervan facilities are not meeting market expectations and demand. If not done well, these
issues can impact on overall visitor satisfaction. If satisfaction is not at high levels then it could
have implications on visitor growth and stay in the medium to longer term.

Facilities and arrival experiences for the increasing number of cruise visitors is also a risk, although
much has been achieved through the summer season of 2009/10 through the ongoing provision of
shuttle bus services by PWT and WCC between the port and city, and locating of staff in the
Brandon Street/Lambton Quay area. As we look forward to RWC2011 these matters become of
urgent importance.

Mitigation measures we employ:
e Advocate for visitor signage policies.
e Advocate and facilitate the development of appropriate parking and public toilet
facilities for visitors.
e Advocate and support the development of better cruise visitor transport to and from the
Aotea Terminal.
e Work with Cruise NZ, Centre Port and WCC in development of long term solution.

3.6.3.6 I-SITE Visitor Centre
The Wellington i-SITE Visitor Centre is operated by PWT.

We believe the current i-SITE experience does not fully align with Wellington city’s overall market
position as a creative and innovative city, and that there is risk that the many independent travellers
who will arrive in our city for RWC2011 will not be inspired to stay and make the most of their
time with us.

The Trust has previously indicated to Council that there are other locations which may be
significantly more favourable to its current location. As a result, PWT has been looking at either
relocating the centre close on the Wellington waterfront.

Mitigation measures we employ:
e We are actively reviewing the i-SITE visitor model and location to better reflect
Wellington’s sense of place and to upgrade the overall visitor experience
e Consider various investment options (from within the Trust’s funds) in the 2010/11 year
to ensure the visitor experience in the i-SITE in Wellington is second to none in New
Zealand by the opening of RWC2011.
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o Work with Wellington City Council, Wellington Waterfront and Te Papa on relevant
development options that will better meet the requirements of developing the
Wellington visitor experience in the future.

3.6.3.7 Environmental and sustainability issues

Environmental and sustainability issues continue to become increasingly important to us all as
individuals, organisations and communities. These issues create particular challenges in the tourism
sector. Issues surrounding global warming, sustainability and tourism’s impact on it will grow. The
industry will need to embrace these market shifts and ensure that it has strategies in place to deal
with issues such as carbon emissions. Collaborating with Wellington City Council and other
affiliated organisations on these issues will be critical to ensuring a collective response on these
issues.

Mitigation measures we employ:

o Understand key issues and impacts and monitor developments.

e Integrate issues and responses to them into strategies and plans.

e In 2010/11 we will undergo Qualmark-Enviro accreditation assessment and this will
provide us with a tourism industry standard benchmark against which to grade our
performance in future years.

o ldentify areas in which Wellington can take a leadership role.

e In 2010/11 PWT will, alongside Wellington City Council, look to ways in which it can
manage its activities in order to minimise the cost impact of the introduction of an
Emissions Trading Scheme at some point in the near future.

3.6.3.8 External factors

External economic factors and other macro events - e.g. fuel prices - can have a major influence on
visitor numbers. Such events could seriously impact on the tourism sector and have a significant
impact on the Trust’s ability to generate revenue from its i-SITE (which operates to a cost-neutral
position) and private sector partners. Softening of international visitor demand may have impacts on
commercial partnerships. This will need close attention.

Mitigation measures we employ:

o Keep up to date with global/macro issues and their likely impact on New Zealand and
Wellington tourism. Keep the wider industry and Wellington City Council informed as
appropriate.

o Keep partners informed of global issues and the likely impacts on the market.

3.6.3.9 Internal Audit Function

Positively Wellington Tourism respect that Wellington City Council may request an internal audit
function as required.

3.7 Council Relationship Principles

The Trust will provide quarterly reports in the agreed format to the Monitoring Sub Committee on
the agreed dates and present its Summary Business Plan along with the Strategic Plan and
Statement of Intent on agreed dates.

The Trust’s Annual Report and audited accounts will be supplied to the Wellington City Council
within 60 days of the end of the financial year.
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The principles governing the relationship with Wellington City Council as its primary stakeholder
will include:

e Operating on a “no surprises” basis, with open and full disclosure of information as
required.

o Early advice to Wellington City Council in the event of any situation that may be
potentially contentious in nature.

o Disclosing any significant transactions that are planned within the Trust’s Business
Plan.

Financial and operating measures will be reported on a quarterly basis including the following:

Statement of Financial Performance

Statement of Financial Position

Statement of Cashflows

Statement of Movement in Equity

Forecast for Statement of Financial Performance

Capital Expenditure

Progress against operational KPIs as detailed in the Business Plan

3.8 Future Direction of Tourism

Wellington tourism has been through over 10 years of positive growth. In 1999, it is estimated that
the industry contributed $679* million per annum to Wellington’s economy. In 2006, the industry
was worth $1.22 billion to the Wellington regional economy. Projections indicate that this will be
nearly $2° billion per annum by 2013.

The outlook for tourism is still looking incredibly positive in that tourism will continue to be a key
part of the New Zealand economy; the industry in Wellington needs to ensure that it is playing its
part in planning for its future.

PWT updated the Wellington Tourism Strategy in December 2008 and this document now forms
the basis of forward planning within Wellington’s tourism sector. With good planning and
investment, PWT believes the growth in Wellington’s tourism sector can be continued, even in the
more turbulent economic environment of today.

! Tourism Forecasts 2007-2013, Ministry of Tourism
2 Tourism Forecasts 2007-2013, Ministry of Tourism
® Tourism Forecasts 2007-2013, Ministry of Tourism
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4 Measuring Performance*

2010/11

Organisational

Maintain Wellington City Council funding as less than 50% of total income.

Maintain overhead costs as less than 13% of total activity costs.

Australia Sales and Marketing

Recognition of Wellington as a visitor destination in targeted regions of Australia has risen over base line research carried out by Tourism NZ in February
2010.

Increase Australian visitor arrivals over 2009/10 levels by 7%

Airline capacity maintained at least at 2008/09 levels and negotiations advanced to grow capacity further

Convention Bureau Sales and
Marketing

5% increase in leads/referrals generated to Convention Bureau partners relative to 2009/10

Maintain Wellington's C&l market share within the New Zealand market

Downtown Marketing

Downtown weekend visitation increased by 2% relative to 2009/10

Increase reach of KNOW e-news (including social media channels) to Wellington Residents from 11.3% of residents to 16.7% (30,000)

International

Increase International visitor room nights by 2% relative to 2009/10

Maintain Wellington's market share of international visitors to NZ relative to 2009/10

New Zealand and Event
Marketing

Domestic visitor nights in Wellington city increased by 2% relative to 2009/10

Weekend rooms sold in partner hotels increased by 2% relative to 2009/10

Online and IT

20% growth in visitors to WellingtonNZ.com relative to 2009/10

Generate $730K of bookings through WellingtonNZ.com

Product Development

Support investment groups in completing feasibility studies for product developments

Maintain Memorandum'’s of Understanding with Karori Sanctuary Trust and Carter Observatory, to assist with the preparation of their business plans and
monitoring activity in respect of those business plans.

Rugby World Cup

Promote Wellington in key markets for the city in respect of RWC 2011 notably South Africa, UK, France and Australia

Throughout 2010/11 to work with Wellington City Council in particular respect to communications to achieve a high level of engagement with stakeholders
across the city in preparation for the tournament in 2011.

i-SITE Visitor Centre

Increase Revenue by 3% relative to 2009/10

Increase proportion of sales to Wellington product by 10% relative to 2009/10

Visitors to the i-SITE maintained at least 2008/09 levels

* These constitute our top-line key deliverables for each area of activity we undertake. For a detailed list of performance indicators please refer to
our business plan for 2010/11 where these are noted and then reported upon to council through CCOPS on a quarterly basis.
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5 Staff

5.1 Marketing Office

Staffing levels at the Marketing Office will be maintained at 21-22 FTEs.
52 i-SITE

Staffing levels at the i-SITE will be approximately 9 - 11 FTEs with seasonal adjustments to deal
with seasonal demand. At peak season the i-SITE could expect to have between 15 - 20 individual
staff employed to cover high consumer demand periods and extended trading hours.
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6 Trust Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in
these budgets.

The accrual basis of accounting has been used unless otherwise stated. These results are presented
in New Zealand dollars and are compliant with NZIFRS.

6.1 Availability of Future Funding

The Trust is reliant on Wellington City Council for a large part of its income and operates under a
Funding Deed with the Council. The Funding Deed is for a period of 3 years and is extended
annually for a further year.

If the Trust were unable to continue in operational existence for the foreseeable future, adjustments
may have to be made to reflect the fact that assets may need to be realised other than at the amounts
stated in the Balance Sheet. In addition, the Trust may have to provide for further liabilities that
might arise, and to reclassify fixed assets as current assets.

6.2 Ratio of Total Assets: Liabilities
Debt will not be raised to finance operating expenses.
The Trust has a policy for the ratio of total assets to total liabilities of 1.2:1.

Total assets include all fixed and current assets. Total liabilities include all current and term
liabilities of the Trust.

6.3 Activities for which Compensation from Council is sought
The Trust is seeking a core operational funding grant of:

e $ 5,940,000 which includes $26,000 (Civic Square subsidy) in the 2010/11 financial
year.

6.4 Revenue Recognition
Revenue is measured at fair value of the consideration received.

The Trust received grants and funding which is recognised as revenue upon entitlement as
conditions, if any, pertaining to eligible expenditure have been fulfilled.

Revenue from rendering of services is recognised by reference to the stage of completion of the
transaction at balance date.

Interest income is recognised using the effective interest rate method.

Revenue from the sale of goods is recognised when the entity has transferred to the buyer the
significant risks and rewards of ownership of the goods.

6.5 Expenses

Expenses are recognised when the goods or services have been received on an accrual basis.

6.6 Taxation

The Trust does not currently enjoy charitable status provided by the Inland Revenue as such the

Trust is liable to pay Income Tax as a Council Controlled Organisation. The Trust is not exempt
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from indirect tax legislation such as Goods and Services Tax, PAYE or ACC and therefore is
required to comply with these regulations.

6.7 Good and Services Tax (GST)

All items in the financial statements are exclusive of GST, with the exception of receivables and
payables, which are stated as GST inclusive. Where GST is not recoverable as an input tax, it is
recognised as part of the related asset or expense.

We note that GST will rise to 15% on 1 October 2010. As a not for profit organisation this will
have little or no impact on our activity. Our product sales at the i-SITE’s will reflect individual
operators policy in regards to changes. We have confirmed that our cashier software system
supplier will update software in a timely manner. We will assist tourism operators to make the
appropriate decisions regarding their business by sharing information about how the GST changes
is being tackled in other parts of New Zealand.

6.8 Financial Instruments

Partnership Wellington Trust Inc. classifies its financial assets and financial liabilities according to
the purpose for which the investments were acquired. Management determines the classification of
its investments at initial recognition and re-evaluates this designation at every reporting date.

6.9 Impairment of Financial Assets

At balance date the Trust assesses whether there is any objective evidence that a financial asset or
group of financial assets are impaired. Any impairment losses are recognised in the profit and loss.

6.10 Non Derivative Financial Instruments

Financial assets
Loans and receivables comprise cash and cash equivalents and trade and other receivables.

Trade and other receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise when Partnership Wellington Trust Inc. provides
money, goods or services directly to a debtor with no intention of trading the receivable.

Trade and other receivables are recognised initially at fair value plus transaction costs and
subsequently measured at amortised cost using the effective interest rate method. Fair value is
estimated as the present value of future cash flows, discounted at the market rate of interest at the
reporting date for loans of a similar maturity and credit risk.

Trade and other receivables issued with duration less than 12 months are recognised at their
nominal value. Allowances for estimated irrecoverable amounts are recognised when there is
objective evidence that the asset is impaired.

Cash and cash equivalents comprise cash balances and call deposits with up to 3 months maturity
from the date of acquisition. These are recorded at their nominal value

Financial liabilities

Financial liabilities comprise trade and other payables and borrowings. Financial liabilities with
duration more than 12 months are recognised initially at fair value less transaction costs and
subsequently measured at amortised cost using the effective interest rate method. Amortisation is
recognised in the Profit and Loss as is any gain or loss when the liability is de-recognised. Financial
liabilities entered into with duration less than 12 months are recognised at their nominal value.

6.11 Inventory
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Inventories held for distribution or consumption are recorded at the lower of cost (determined on a
first in- first out basis) or current replacement cost. This valuation includes allowances for slow
moving and obsolete stock.

6.12 Trade and Other Receivables

Trade and other receivables are initially measured at fair value and subsequently measured at
amortised cost using the effective interest method less any provision for impairment.

A provision for impairment of receivables is established when there is objective evidence the Trust
will not be able to collect all amounts due. The amount of the provision is the difference between
the assets’ carrying value and the present value of the estimated discounted future cash flows.

6.13 Property, Plant and Equipment

Recognition

Property, plant and equipment consist of Leasehold Improvements, Computer Equipment and
Furniture and Fittings. Expenditure is capitalised as property, plant and equipment when it creates a
new asset or increases the economic benefits over the total life of an existing asset. Costs that do not
meet the criteria for capitalisation are expensed.

Measurement
Property, plant and equipment is recorded at historical cost or valuation.

The initial cost of property, plant and equipment includes the purchase consideration, and those
costs that are directly attributable to bringing the asset into the location and condition necessary for
its intended purpose. Borrowing costs are not capitalised. Subsequent expenditure that extends or
expands the asset’s service potential is capitalised.

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 reported in the Profit and Loss, unless the asset is
carried at a revalued amount in which case any impairment loss is treated as a revaluation decrease.

Disposal
Realised gains and losses arising from the disposal of property, plant and equipment are recognised
in the Profit and Loss in the period in which the transaction occurs.

Depreciation

Depreciation is provided on all property, plant and equipment. Depreciation is calculated on a
straight line basis, to allocate the cost or value of the asset (less any residual value) over its useful
life. The estimated useful lives of the major classes of property, plant and equipment are as follows:

Leasehold Improvements 20%
Office Equipment 20-33%
Furniture & Fittings 33%
Computers 33%

Intangible Assets

Intangible assets comprise computer software and website development costs, which have a finite
life and are initially recorded at cost less any amortisation and impairment losses. Amortisation is
charged to the Profit and Loss on a straight-line basis over the useful life of the asset. Typically, the
estimated useful lives of these assets are as follows:
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Computer Software 3-5 years
Website 3 years

Realised gains and losses arising from disposal of intangible assets are recognised in the Profit and
Loss in the period in which the transaction occurs. Intangible assets are reviewed at least annually
to determine if there is any indication of impairment. Where an intangible 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. Losses resulting from impairment are reported in the Profit and
Loss.

6.14 Employee Benefits

A provision for employee benefits (holiday leave) is recognised as a liability when benefits are
earned but not paid.

6.15 Holiday Leave

Holiday leave (annual leave) is calculated on an actual entitlement basis at the greater of the
average or current hourly earnings in accordance with sections 16(2) & 16(4) of the Holidays Act
2003.

6.16  Payables and Provisions

The Trust recognises a provision for future expenditure of uncertain amount or timing when there is
a present obligation as a result of a past event, it is probable that expenditure will be incurred to
settle the obligation and can be estimated reliably.

Provisions are measured at the present value of the expenditure expected to settle the obligation
discounted.

6.17 Contingent Assets and Liabilities

Contingent liabilities are disclosed if the possibility that they will crystallise is not remote.
Contingent assets are disclosed if it is probable that the benefits will be realised.

6.18 Equity

Equity is measured as the difference between total assets and total liabilities.
The components of equity are accumulated funds and retained earnings.

6.19 Leases

Leases where the lessor effectively retains substantially all the risks and rewards of ownership of
the leased items are classified as operating leases. Payments made under these leases are expensed
in the Profit and Loss in the period in which they are incurred. Payments made under operating
leases are recognised in the Profit and Loss on a straight-line basis over the term of the lease.

6.20 Statement of Cash Flows

The statement of cash flows has been prepared using the direct approach subject to the netting of
certain cash flows.

Operating activities include cash received from all income sources of Partnership Wellington Trust
Inc. and record the cash payments made for the supply of goods and services. Investing activities
relate to the acquisition and disposal of assets. Financing activities relate to activities that change
the equity and debt capital structure of Partnership Wellington Trust Inc.
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6.21 Distribution to Settlor

Partnership Wellington Trust does not make a distribution to the Settlor.

Glenys Coughlan

Chair

Partnership Wellington Trust
(On behalf of Trustees)

Appendix
Financial Budgets 2010/11 to 2012/13
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Estimate EARNINGS STATEMENT Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-12 30-Jun-13
Revenue
3,014,105 [Trading Income 550,335 990,950 1,215,700 567,500 3,324,485 3,390,975 3,458,794
5,440,000 WCC Grants 1,765,000 1,235,000 1,735,000 1,235,000 5,970,000 5,970,000 5,970,000
Other Grants -
Sponsorships and Donations -
96,135 |Investment Income 34,000 23,300 28,800 13,900 100,000 95,000 98,000
1,659,947 |Other Income 1,278,612 261,913 1,312,848 316,183 3,169,556 3,201,252 3,201,252
10,210,187 [Total Revenue 3,627,947 2,511,163 4,292,348 2,132,583 12,564,041 12,657,226 12,728,046
Expenditure
2,224,122 |Employee Costs 598,659 654,912 666,021 655,263 2,574,855 2,652,101 2,731,664
7,849,404 |Other Operating Expenses 2,310,273 2,328,206 2,506,098 2,691,833 9,836,410 9,795,126 9,796,382
161,302 |Depreciation 46,673 53,335 52,680 52,380 205,068 210,000 200,000
Interest - - - - - - -
10,234,828 [Total Expenditure 2,955,605 3,036,453 3,224,799 3,399,476 12,616,333 12,657,227 12,728,046
- 24,641 |Net Surplus/(Deficit) before Taxation 672,342 525,290 1,067,549 1,266,893 |- 52,292 0 0
Taxation Expense - - - - - - -

- 24,641 |Net Surplus/(Deficit) 672,342 525,290 1,067,549 1,266,893 |- 52,292 0 0
- 0 |Operating Margin 0 0 0 1]- 0 0 0
Estimate STATEMENT OF FINANCIAL POSITION As at As at As at As at As at As at
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-12 30-Jun-13

Shareholder/Trust Funds
525,890 |Share Capital/Settled Funds 501,249 1,173,591 648,301 1,715,850 448,957 448,957
Revaluation Reserves
Restricted Funds
- 24,641 |Retained Earnings 672,342 525,290 1,067,549 1,266,893 - -
501,249 |Total Shareholder/Trust Funds 1,173,591 648,301 1,715,850 448,957 448,957 448,957
Current Assets
610,000 |Cash and Bank 2,492,532 900,000 2,732,052 320,000 348,555 358,555
170,000 |Accounts Receivable 120,000 170,000 240,000 170,000 250,000 255,000
821 |Other Current Assets 1,000 1,000 1,000 1,000 1,000 1,000
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780,821 |Total Current Assets 2,613,532 1,071,000 2,973,052 491,000 599,555 614,555
Investments
Deposits on Call
Other Investments
- |Total Investments - - - - - -
Non-Current Assets
114,000 |Fixed Assets 159,563 155,126 150,689 146,252 125,252 103,252
157,000 |Other Non-current Assets 440,388 420,978 402,783 384,933 366,072 407,106
271,000 | Total Non-current Assets 599,951 576,104 553,472 531,185 491,324 510,358
1,051,821 |Total Assets 3,213,483 1,647,104 3,526,524 1,022,185 1,090,879 1,124,913
Current Liabilities
341,773 [Accounts Payable and Accruals 626,892 796,803 409,674 343,228 498,922 528,956
118,799 |Provisions 97,000 121,000 85,000 100,000 80,000 82,000
90,000 |Other Current Liabilities (Incl. Income in Advance) 1,316,000 81,000 1,316,000 130,000 63,000 65,000
550,572 |Total Current Liabilities 2,039,892 998,803 1,810,674 573,228 641,922 675,956
Non-Current Liabilities
Loans - WCC
Loans - Other
Other Non-Current Liabilities
Total Non-Current Liabilities - - - - - -
501,249 |Net Assets 1,173,591 648,301 1,715,850 448,957 448,957 448,957
1.4 |Current Ratio 1.3 1.1 1.6 0.9 0.9 0.9
48%|Equity Ratio 37% 39% 49% 44% 41% 40%
Check 0 0 0 0 0 0
Estimate STATEMENT OF CASH FLOWS Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-11 30-Jun-13
Cash provided from:
3,014,105 |Trading Receipts 550,335 990,950 1,215,700 567,500 3,324,485 3,390,975 3,458,794
5,440,000 WCC Grants 1,765,000 1,235,000 1,735,000 1,235,000 5,970,000 5,970,000 5,970,000
Other Grants 0
Sponsorships and Donations 0
96,135 |Investment Income 34,000 23,300 28,800 13,900 100,000 95,000 98,000
1,659,947 |Other Income 1,278,612 261,913 1,312,848 316,183 3,169,556 3,201,252 3,201,252
10,210,187 3,627,947 2,511,163 4,292,348 2,132,583 12,564,041 12,657,226 12,728,046
Cash applied to:
2,224,122 |Payments to Employees 598,659 654,912 666,021 655,263 2,574,855 2,652,101 2,731,664
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Other

7,628,507 [Payments to Suppliers 2,389,349 2,328,206 2,506,098 2,691,833 9,915,486 9,883,571 9,893,382
Net GST Cashflow -
Other Operating Costs -
Interest Paid - - - - -
9,852,629 2,988,008 2,983,118 3,172,119 3,347,096 12,490,341 12,535,672 12,625,046
357,558 Total Operating Cash Flow 639,939 (471,955) 1,120,229 (1,214,513) 73,700 121555 103,000
Investing Cash Flow
Cash provided from:
Sale of Fixed Assets
0|Other
0 0 0 0 0 0 0 0
Cash applied to:
188,682 |Purchase of Fixed Assets 363,700 0 0 0 363,700 93,000 93,000
Other
188,682 363,700 0 0 0 363,700 93,000 93,000
(188,682) | Total Investing Cash Flow (363,700) 0 0 0 (363,700) (93,000) (93,000)
Estimate STATEMENT OF CASH FLOWS (CONT) Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-12 30-Jun-13
Financing Cash Flow
Cash provided from:
Drawdown of Loans
Other
0 0 0 0 0 0 0 0
Cash applied to:
Repayment of Loans
Other
0 0 0 0 0 0 0 0
0|Total Financing Cash Flow 0 0 0 0 0 0 0
168,876 |Net Increase/(Decrease) in Cash Held 276,239 (471,955) 1,120,229 (1,214,513) (290,000) 28,555 10,000
441,124 |Opening Cash Equivalents 610,000 886,239 414,284 1,534,513 610,000 320,000 348,555
610,000|Closing Cash Equivalents 886,239 414,284 1,534,513 320,000 320,000 348,555 358,555
Estimate CASH FLOW RECONCILIATION Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-12 30-Jun-13
(24,641) |Operating Surplus/(Deficit) for the Year 672,342 (525,290) 1,067,549 (1,266,893) (52,292) 0 0
Add Non Cash Items
161,302 Depreciation 46,673 53,335 52,680 52,380 205,068 210,000 200,000
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136,661 719,015 (471,955) 1,120,229 (1,214,513) 152,776 210,000 200,000
Movements in Working Capital
0](Increase)/Decrease in Receivables 50,000 (50,000) (70,000) 70,000 0 (80,000) (5,000)
(Increase)/Decrease in Other Current Assets (179) 0 0 0 (179) 0 0
(200,000) [ Increase/(Decrease) in Accounts Payable 285,119 169,911 (387,129) (66,446) 1,455 155,694 30,034
(400,000) [ Increase/(Decrease) in Other Current Liabilities 1,204,201 (1,211,000) 1,199,000 (1,171,000) 21,201 (87,000) 4,000
(600,000) 1,539,141 (1,091,089) 741,871 (1,167,446) 22,477 (11,306) 29,034
Net Gain/(Loss) on Sale:
Fixed Assets 0 0 0 0 0 0 0
Investments 0
0 0 0 0 0 0 0 0
(463,339) [Net Cash Flow from Operations 2,258,156 (1,563,044) 1,862,100 (2,381,959) 175,253 198,694 229,034
Estimate STATEMENT OF MOVEMENT IN TRUST FUNDS Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-12 30-Jun-13
525,890 Trust Funds at beginning of Year 501,249 1,173,591 648,301 1,715,850 501,249 448,957 448,957
24,641 Net Surplus / Deficit - current year 672,342 525,290 1,067,549 - 1,266,893 - 52,292 0 0
501,249 Trust Funds at end of Year 1,173,591 648,301 1,715,850 448,957 448,957 448,957 448,957
Represented by:
501,249 Trust- General Operations 1,173,591 648,301 1,715,850 448,957 448,957 448,957 448,957
Estimate CAPITAL EXPENDITURE Qtr to Qtr to Qtr to Qtr to Total YE Total YE Total YE
30-Jun-10 30-Sep-10 31-Dec-10 31-Mar-11 30-Jun-11 30-Jun-11 30-Jun-12 30-Jun-13
- Property Improvements 50,000 - - - 50,000
166,682 Computer Equipment / Intangibles 25,000 - 25,000 73,000 73,000
22,000 Furniture and Fittings 288,700 - 288,700 20,000 20,000
188,682 Capital Expenditure 363,700 - - - 363,700 93,000 93,000
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Wellington City Council (“the Settlor”, St James Theatre Charitable Trust)
PO Box 2199
WELLINGTON

Dear Councillors

St James Theatre Charitable Trust —SOI 2010/2011

The last eighteen months have been difficult because of the global financial crisis.
However the Trust has managed to continue to provide a broad range of high quality
shows at both Theatres ranging from traditional opera, ballet, drama and musicals, both
international and New Zealand, through to contemporary bands, community shows,
comedy, and Church services. The Trust again achieved its mission of “Keeping the two
historic theatres as viable working theatres, delivering high quality experiences (shows) to
Wellingtonians and visitors and contributing to the Council’s outcomes including Stronger
Sense of Place, More Eventful, More Inclusive and More Actively Engaged”.

Vital to the Trust’'s success is its relationship with its hirers, both overseas and local, to
attract shows to Wellington. The Director Programming travelled to the UK to meet with
the Royal Shakespeare Company, Sadlers Wells, the Ambassadors Theatre Group and
attend the Edinburgh Festival. The DP also visited promoters in Australia. This not only
keeps the St James brand international but also assists with the reputation of Wellington
as the Arts Capital.

The result of the financially challenging times was a big reduction in the amount of shows
being brought to the theatres. The Trust presented 2 own shows to fill gaps in the
booking calendar. The Terracotta Warriors exhibition and “Push” starring Sylvie Guillem.
Both shows were successful. The Terracotta Warriors was attended by over 19,000
people and “Push” was an artistic success in collaboration with Sadlers Wells, the Sydney
Opera House and the Edge. The St James Theatre and Wellington remain known on the
global theatre scene.

The success of the Terracotta Warriors Exhibition assisted the total number of
performances, which was better than the KPI (272 against the KPI of 223) and once other
events in both Theatres are added the total was 499. In terms of the community using the
facilities this is very positive and still does not take into account the free Art exhibitions
and the daily patronage of the Jimmy Café and the Café at the Opera House. Once this is
taken into account we continue to host over 220,000 visits a year.

Before depreciation the operating deficit for 08/09 was $(42) k of which $31k is for the
marketing of Slava‘s Snow Show in 09/10 but has to be recognised as an 08/09 expense
because of accounting practice. An actual operating deficit of $11k was an excellent
result given the financial situation. With the Trust unable to fund its depreciation, funding
capital renewals remain a challenge. The St James and the Council teams are working
together on the Asset Management Plan having completed a condition assessment for
both properties.

The theatres maintained their established high level of reputation with hirers due to the
skilled and dedicated technical (backstage) workforce. The Trust continued to be a
leader in the industry with regard to OSH and the application of the theatre industry’s
Guide to Safe Working Practices.

The lack of cash through sponsorship continues to be a reality, especially without a
principle partner since 2007. The Trust has put a lot of effort into exploring other Arts
Partnership (sponsorship) options and is grateful to the NZCT for their invaluable
assistance.

28 April 2010 2



Food and Beverage plays a vital in the cash flow and profitability of the Trust. Jimmy’s
has continued to grow in popularity and provides excellent community access to the
Theatre on dark days as well as being financially important. The Café at the Opera House
kept the “lights on” daily but has been leased out as it was not making a net profit. The
Opera House being open brings life into the link between Courtenay Place and Manners
Mall. The tenants, Pollux, open every day of the week.

Corporate events are still having a tough time because of the economy with many
companies and Government departments being forced to drastically control spending.
Much of our corporate business comes through meetings, dinners and cocktail parties
associated with the larger conferences, as a result when the Convention Centre and the
Hotels experience a downturn so do the Theatres.

The number of permanent employees was reduced through the year and positions
continue to remain vacant whilst the cash position remains weak. It is a testament to the
team that everyone has picked up the extra work load and remained positive.

One of the most fun highlights of the year was the joy of just under 5,000 children on
stage at the St James enjoying the dinosaurs from Capital E’'s “The Petting Zoo”.
Audience development does not get much better than so many primary school age
children being able to say that they have been on stage.

The Trust remains committed to our mission of “Entertaining Wellington” by meaningful
engagement with the evolving community and our belief in the social and economic value
of Wellington’s reputation as the Arts Capital of New Zealand. In 2009 we were voted
Wellington’s favourite theatre by the readers of the Capital Times. It was also heartening
that in a ticketing survey of concert venues in the five largest metropolitan cities the St
James was ranked third and the Opera House ranked sixth for overall customer
satisfaction.

The development of Jimmy’s as an entertainment and event venue continue with the
installation of acoustic baffles, thanks to the Pelorus Trust. The cabaret season also
helped with the reputation of Courtenay Place as the party zone for Wellington. Hosting
the players after party following the NZI 7’s in 2009 was fun.

For the year 2010/2011 the Business Plan will focus on six key areas:
Show Business

Food and Beverage and Other Income

Theatre Support

Trust and Other Assets

Preparation for RWC 2011

Climate Change and the ETS legislation

Yours sincerely

Chris Parkin
Chair
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Name of Organisation

St James Theatre Charitable Trust
PO Box 9132

Wellington

The St James Theatre Charitable Trust is a Registered Charitable Trust established by the
Wellington City Council. The Trust has provision for the appointment of up to nine Trustees.

The current Trustees are:

Chris Parkin (Chair) Stephanie Cook
Roger Miller Sam Knowles
Pele Walker Derek Fry

(Note: Trustees are also
Directors of St James
Theatre Ltd)

Stephen Whittington is a
Director of St James
Theatre Ltd

Contacts

Chris Parkin — Chair

Phone: 04 802 8903 Fax: 04 802 8939
Craig Goodall — Chief Executive

PO Box 9132

Wellington

Phone: 04 802 6923 Fax: 04 802 4030
Paul Abbott — Chief Financial Officer

PO Box 9132

Wellington

Phone: 04 802 6914 Fax: 04 802 4030
Auditors

PricewaterhouseCoopers (on behalf of the Auditor General)

Solicitors
Buddle Findlay
Morrison Kent

Bankers
ANZ Banking Group
125 Victoria Street, Wellington

Founding Sponsors
Wellington City Council; Lotteries Grants Board; Wellington Community Trust
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1.2

The Status of the Trust

The St James Theatre Charitable Trust is a registered charitable trust under the Charitable Trust
Act 1957. The Trust is currently responsible for the following facilities:

e St James Theatre
e The Opera House

Mission Statement
The Trust’'s Mission Statement reflects the current long-term role of the Trust, which is:

To provide a world class theatre experience to Wellingtonians and visitors, as well as to local
and international theatre hirers, at the St James Theatre and the Opera House and in doing so to
be a major contributor to the

positioning of Wellington as an affordable, internationally competitive City

In order to satisfy the Mission the Trust works to:

¢ achieve the financial viability and overall success of both theatres.

e preserve the heritage aspects of both buildings.

e provide a broad range of high quality patron and hirer services to enhance and make viable
the total theatre experience.

¢ maintain a highly skilled and dedicated staff.

e give leadership in the adoption of best and safe practice in the industry.

e continually broaden and grow the audience base and attractions for current and future
generations.

In short the Trust works to achieve its logo tag line of “Entertaining Wellington”.

The above mission statement is further underpinned by the Trust’s objectives, which are stated in
the Trust Deed between the St James Theatre Charitable Trust and the Wellington City Council.

Objectives

The Trust’s objectives and direction are largely defined by its Trust Deed (1998) and by
subsequent agreements with the Settlor, particularly in relation to the acquisition of the Opera
House.

The objectives for which the St James Theatre Charitable Trust was established are:

(a) To acquire and preserve the St James Theatre in recognition of its value to the citizens of
Wellington as an historic building.

(b) To manage, promote, refurbish and administer the St James Theatre as a venue for the
live performance of cultural and artistic events so as to promote an appreciation of the
arts in Wellington and to enter into management agreements and other contracts that are
necessary or desirable for that purpose.




2.1

2.2

2.3

(c) To acquire any land or other assets where the Trustees determine that such land or other
assets are to be used as part of the facilities of the St James Theatre or in connection
with its management and operation.

(d) Generally to sponsor, support and promote performing arts, and the preservation of
historic buildings, in Wellington, but only if the primary objects in (a) (b) and (c) above are,
in the complete discretion of the Trustees, being served.

(e) Generally to do all acts, matters and things that the Trustees consider necessary or
conducive to further or attain the other objects of the Trust set out above.

Governance
The St James Theatre Charitable Trust is a Council Controlled Organisation. It was established in
1993 by the Wellington City Council to manage and administer the St James Theatre.

Role of the Board

The Board is responsible for the ongoing viability of the organisation and that the Trust meets its
annual Business Plan. The Board achieves this through the monthly monitoring of KPIs and the
financial results of the organisation.

Board Membership
The current structure of the St James Theatre Charitable Trust is a Board of Trustees whose
members’ terms are for a maximum of six consecutive years. There are currently five members.

They are:

Chris Parkin (Chair) 31 December 2012
Stephanie Cook (Council appointee) 31 October 2010*
Pele Walker 31 December 2010*
Roger Miller 31 December 2011
Sam Knowles 31 December 2012
Derek Fry 30 June 2010*

* Reappointable in relation to the WCC 6 yrs policy.

There is one Company Director of the St James Theatre Ltd, being Stephen Whittington, who is
not a Trustee.

Council policy in appointing members is to spread the terms to ensure continuity of knowledge is
retained within the Board. The Board meets monthly except for December. They are all non-
executive board members with the Chief Executive Officer attending all board meetings and the
Chief Financial Officer attending all Audit & Risk Sub-Committee meetings.

Board Operations

The Board is responsible for governance and the strategic direction of the business and
delegates the day-to-day operational responsibilities to the CEO (and management team), who
reports monthly to the Board.

The Board operates three formal Sub-Committees and other ad hoc committees as required.
The three formal Sub-Committees are the Audit & Risk Sub-Committee, HR Sub-Committee and
Property Sub-Committee.

The Trust is also the sole shareholder of St James Theatre Ltd, which operates the two venues.
Directors of St James Theatre Ltd are the above Trustees plus Stephen Whittington.
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2.6

3.1

3.2

Audit & Risk Sub-Committee

The Audit & Risk Sub-Committee meets quarterly, reviews financial performance, monitors
compliance issues and initiates reviews of key departmental performance. The Sub- Committee
considers any Theatre business proposal where the Trust would be involved at a higher risk level
than merely a hirer of the Theatres.

Human Resources Sub-Committee
The Human Resources Sub-Committee meets from time to time to establish HR Policy and to
assist when a senior appointment is being made.

Property Sub-Committee
The Property Sub-Committee meets as required considering major property maintenance or
development issues.

The Nature and Scope of the Activities to be Undertaken

The Trust will:

e continue to manage and develop the St James Theatre and the Opera House, delivering high
quality experiences, events and programmes for the residents of Wellington and national and
international visitors;

e proactively seek to develop new initiatives that link to its role as a key provider of performing
arts venues within Wellington;

e work with other organisations with a strategic fit to find ways where it can assist them with
their aims to both parties mutual advantage;

o further develop and broaden the range of programmes with an aim to reach continually wider
audiences;

¢ develop national and international relationships that benefit the venues by partnering with
other institutions;

e support the marketing initiatives of Positively Wellington Tourism to ensure a balanced
programme of events and exhibitions that will enhance the overall visitor experience to
Wellington;

e continue to form close links and partnerships with private sector entities who are interested in
the performing arts;

e work with others in the arts and heritage sector to promote opportunities for joint events;
e continue to form links with the wider Wellington community, including the education sector.

Background and Operating Environment

The Trust operates in the arts, entertainment and culture sector. It earns income from hirers,
‘Own Shows’, food & beverage sales, tenancies, grants and sponsorship. It acts in a dynamic
and marginal market with competition from other activities competing for patron’s time and
discretionary dollar.

Strategic Direction

It is clear that the opportunity for the Trust to increase its income from traditional show business
activities is limited by the desire by promoters to bring shows into Wellington. As a ‘theatre for
hire’ the St James Theatre and Opera House had been well utilised, for the size of the
population, until the deterioration of the economy. The Trust believes that its pricing structure is
already above that of most similar New Zealand theatres, most of which enjoy the benefit of
subsidies or funding, and therefore can only be increased marginally without detriment. The
exception to this would be where significant gaps appear in the programme schedule and then
only if the Trust is satisfied that the risk can be sufficiently quantified to avoid more than a minor
effect on the Trust’s resources. This occurred in the latter half of 2008-09 and in July 2009-10
with the Terracotta Warriors, PUSH starring Sylvie Guillem and Slava’s Snowshow, all artistic



3.3

and financial successes (they broke even or returned a profit). In an effort to improve its financial
performance the Trust is focusing strategically on several areas.

The Trust has been working closely with the Council on ways to maximise the opportunities
presented by Rugby World Cup 2011, guaranteeing that visitors have an enjoyable time in our
city and that we maximise the ongoing legacy of visitor experience improvements.

The Trust is aware of the significance of Climate Change and takes all practical steps within its
financial ability to assist with waste minimization and prepare for future Emissions Trading
Scheme Legislation.

Asset Performance

The Trust increased its revenue from non show business sources in 2008-09 and continued to
perform well in through the recession by focusing on increasing revenue where possible from
tenancies, food and beverage, car parks and recoveries. In 2009-10 the areas where revenue
decreased was in venue hire by promoters and event hirers because of the global financial crisis.
The Trust has continued to improve the performance of its café operations whilst maintaining
control for the Theatre operations. The operating result for 2008-09 before depreciation was very
close to break even, a great result given the economic situation.

A 2009 ticketing survey of concert goers in the 5 largest metropolitan cities in New Zealand
ranked the St James 3™ and the Opera House 6" for overall patron satisfaction.

Asset Utilization
All existing leases and tenancies with third parties have been reviewed and increased where
appropriate.

Projects are ongoing to make more use of Jimmy’s as an entertainment venue. With the
improvement in the acoustic quality live bands and community groups are now able to perform in
the Jimmy. A number of New Zealand promoters have expressed interest. The Trust has looked
at more innovative ways to maximize the revenue from the first floor gallery after the success of
the Terracotta Warriors by holding a very successful Cabaret season at the end of 2009. Further
shows are also planned as well as planning under way for another exhibition in 2011.

Non-business Income Raising

This covers the area of sponsorship, naming rights and any other sources of funding. The Trust
is very grateful for the support shown by the New Zealand Community Trust in a very difficult
Sponsorship market. The Pelorus Trust has also been generous with the grant for the acoustic
baffles in the Jimmy.

The Trust will continue to look for sponsorship and apply for grants as this is a vital source of
revenue for the preservation of both Theatres. The St James will celebrate its centenary in 2012
and the Opera House in 2014.

Alignment with Council outcomes and KPIs

The Trust will provide quarterly reports, in the mutually agreed format, to the Council Controlled
Organisation Performance Sub-Committee on the agreed dates. The Trust's Key Performance
Indicators are outlined in Appendix B.

The Trust’'s Annual Report and audited accounts will be supplied to the Wellington City Council
as per the Local Government Act 2002 S67.

The Trust shall provide an Annual Business Plan by the end of May 2010.

The Trust shall advise the Council, as far as it is able, of any events or intentions planned which



are likely to arouse significant public interest upon which the Council may wish to respond

quickly.

The Settlor and the Board of Trustees may agree to report on other matters that can arise from

time to time.
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Increasing attendance numbers and types of attendees will continue to be a major focus.

Attendance

Attendance numbers at performances have been steadily increasing from 72,000 in 1998 to an
average of 170 - 180,000 each year since the Trust’s inception in 1998.

Added to this are those who attend the cafes, food and beverage events, conferences, meetings,
social functions, art exhibitions, open days and school tours, all of which continue to increase,
and are now estimated at over 50,000 people per annum measured by the people served in the
Jimmy and those counted at the events described. This takes the total visitors through both

venues to over 220,000 per annum.




3.4

Wider Community
Since 2000 the Trust has been committed to audience development and to encouraging visitation
by a wide range of people to both theatres.

Since the Audience Development funding from Council ended in 2006 the Trust has, at its own
cost, continued this work through various methods including schools and tour programmes and

proactively encouraging community groups including Maori, Polynesian and Asian communities
(not just arts groups) to use the facilities.

Of note is the increase in the number of performances for, and attendees from, the wider
community in particular for young people such as Kia Ora Khalid. This has been because of
active programming to attract comedy, music, new NZ music, hip hop, Kapa Haka, Polyfest,
Maori, Polynesian, Indian, Thai, Indonesian, Chinese and African performances, entertainment
for children (approx. 5,000 children onstage with The Petting Zoo in early 2009 for example),
dance schools and community groups such as body builders, yoga and churches.

The majority of these events do not register through traditional marketing means i.e. newspaper,
mainstream radio or TV advertising. They are accessed through targeted means including email
marketing, internet sites, blog sites, txt and other ‘viral marketing’ methods. Therefore, in many
cases, they attract specific groups of people and are below the radar of the general public.

The Capital Times voted the St James as the people’s favourite Theatre for 2009.

Organisational Health and Capability

The Trust has a small and dedicated team. It is vital to have the right people. The stability of key
management personnel, in a traditionally high turnover industry, is a strong indicator of the
success of the Trust’s ongoing work in recruitment and retention.

The economic climate made 2008-09 a financially challenging year. The Trust was overdrawn for
only 2 days, an excellent result given the lack of funding and an indication of the tight financial
controls in place such as the reduction in fte’s and property costs for example. 2009-10 will also
be challenging but happily the programme is very busy.

The Trust is making every effort to maximise opportunities through its relationships with the
Council Events Team and the Wellington Convention Centre. This has been done by support and
regular and transparent communication around performance programming, events and in
marketing Wellington through the Convention Bureau (PWT).

There is a difficulty in applying for event funding from the Council Event Funding in that the
funding appears to be largely pre committed whereas the Trust’s requirements are often only
known a few weeks in advance. The Trust approached the Council for a general fund of $200k
for 2009-10 without success because of the financial constraints already imposed on Council.
The Council has helped with marketing funding for Slava’s Snowshow and with insurance costs
for which the Trust is grateful.

The Trust has also assisted Zealandia (café), Downstage (staffing), and the City Gallery (staffing)
in 2009-10. It is a positive for Wellington that the WCC CCO’S and theatres all work closely
together.
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3.6

4.1

Risk Management

Own Show Risk

In an effort to minimize dark (none rented) days, the Trust proactively searches for shows and
events available for outright purchase or forms of joint venture. This can involve significant
financial risk which is managed by the Audit & Risk Sub-Committee under Delegated Authority.
The Trust has in place a set of procedures which ensure that financial risks remain within
bearable limits. In the current economic climate the Trust will not be able to purchase shows or
events without significant levels of sponsorship or external funding.

Asset Risk

In its 11 year history, the Trust has only occasionally achieved sufficient profitability to provide
fully for depreciation however it has been able to provide for all maintenance requirements. This
position is well known by the Settlor from earlier reports and discussions. With respect to major
asset maintenance and replacement, The Trust is pleased to see that the matter of the
responsibility of long term maintenance will be addressed by the Council during the 2010/11
Annual Plan deliberations.

Refer Appendix A for further details on how the Trust manages its risks.

Liquidity Risk

In anticipation of tight liquidity the Trust has arranged the necessary credit facility with its Bank.
The facility is for a total of $1 million between the Trust and the Company.

Council Relationship Principles

The Trust will provide quarterly reports in the mutually agreed format to the Council’s Council
Controlled Organisation Performance Sub-Committee on the agreed dates and present its
Business Plan and Statement of Intent on mutually agreed dates.

The Trust’'s Annual Report and audited accounts will be supplied to the Wellington City Council
within 90 days of the end of the financial year.

The principles governing the relationship with Wellington City Council as its Settlor will include:

e Ensuring that the Council is fully apprised of any significant deviations from the budgeted
cash flows.

e Adhering to Clause 6.1(b) of the Trust Deed in regard to any overdraft or loan.

e Early advice to the Wellington City Council in the event of any major situation that is
potentially contentious in nature.

¢ Disclosing any significant transactions that are planned within the Trusts Business Plan.
As part of the Trust’s relationship with the Wellington City Council, the Chair and the CEO of the
Trust meet regularly with the Mayor and CEO of the Council and, as required, with the Council’s

Council Controlled Organisation Performance Sub-Committee and officers.

The CEO and the CFO meets regularly with the Portfolio Manager Council Controlled
Organisations.

Measuring Performance

Key Performance Indicators
Both the St James Theatre and the Opera House have KPlIs that relate directly to their activities.



5.1

These KPIs, targets for the 2010/2011 fiscal year and the source of monitoring and confirmation,
are described in Appendix B.

Financial Information

Trust Accounting Policies

The financial statements of the Trust and Group are prepared in accordance with the
requirements of the Local Government Act 2002, which includes the requirement to comply with
New Zealand Generally Accepted Accounting Practice (NZ GAAP). They comply with NZ IFRS,
and other applicable Financial Reporting Standards, as appropriate for public benefit entities.

The particular accounting policies, which materially affect the measurement of in relation to the
Balance Sheet and Income Statement, are as follows:

Grants received are recognised in the Income Statement when the requirements under the grant
agreement have been met. Any grants for which the requirements under the grant agreement
have not been completed are carried as liabilities until the conditions have been fulfilled.
Sponsorship is recognised immediately, as the benefit has been accrued to the other party upon
payment of the sponsorship. The Trustees must exercise their judgment when recognising grant
income to determine if conditions of the grant contract have been satisfied. This judgment will be
based on the facts and circumstances that are evident for each grant contract.

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.

Trade and other receivables are initially measured at fair value and subsequently measured at
amortised cost using the effective interest method, less any provision for doubtful debts.

Inventories held for sale on a commercial basis are valued at the lower of cost and net realisable
value. The cost of the inventory is determined using the first-in first-out method.

Property, plant and equipment is shown at cost, less accumulated depreciation and impairment
losses. Depreciation is provided on a straight-line basis on all property, plant and equipment at
rates that will write off the cost of the assets to their estimated residual values over their useful
lives. The residual value and useful life of an asset is reviewed, and adjusted if applicable, at
each financial year end.

The depreciation rates adopted are as follows:

Buildings 1% - 2%
Building fit-out, Plant & Equipment 4% - 80%
Technological Equipment 6.6% - 36%
Furniture & fittings 7.8% to 18.6%
Uniforms 80%

Computer software licenses are amortised on a straight-line basis over their estimated useful life
of 3 years. Amortisation begins when the asset is available for use and ceases at the date that
the asset is disposed of or has a net book value of zero. The amortisation charge for each period
is recognised in the Income Statement.

Assets with a finite useful life are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment loss is



recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an asset’s fair value less costs to sell and value in use.
If an asset’s carrying amount exceeds its recoverable amount, the asset is impaired and the
carrying amount is written down to the recoverable amount. The total impairment loss is
recognised in the Income Statement.

Short-term benefits; short term employee benefits are those that the Trust and Group expects to
be settled within 12 months of balance date measured at nominal values based on accrued
entitlements at current rates of pay. These include salaries and wages accrued up to balance
date, annual leave earned to, but not yet taken at balance date and sick leave.

Borrowings are initially recognised at their fair value. After initial recognition, all borrowings are
measured at amortised cost using the effective interest method.

All items in the financial statements are stated exclusive of GST, except for receivables and
payables, which are stated on a GST inclusive basis. Where GST is not recoverable as input tax
then it is recognised as part of the related asset or expense. The net amount of GST recoverable
from, or payable to, the Inland Revenue Department (IRD) is included as part of receivables or
payables in the Balance Sheet. Commitments and contingencies are disclosed exclusive of
GST.

The income tax expense recognised for the year is based on the accounting surplus, adjusted for
permanent differences between accounting and tax rules. At 31 March 2010, the Trust carried
forward a loss for tax purposes of $4,286,924.

Total equity is made up of the Settlement on Trust and Accumulated Retained Earnings. St
James Theatre is a Trust in perpetuity, and the monies settled can not be recalled and are not
repayable on demand or in the future. Therefore the monies settled are in effect equity have
been accounted for as equity.

5.2 Activities for which Compensation from Council is Sought
As outlined in section 3.5 the Trust last year apprised and received agreement from Council that,
where replacement or refurbishment of major assets is concerned, the Trust will have to look to
its Settlor or its bank (supported by the Settlor) for funding. A long term Asset Maintenance Plan
is being developed with Council officers as already noted.

5.3 Contingent Liabilities
There are no contingent liabilities for the Trust and Group (2009: nil).

5.4 Distribution to Settlor
The St James Theatre Charitable Trust does not make any distributions to the Settlor.

5.5 Board’s Estimate of the book value of the Trust
The current book value of the land and buildings at cost is $ 14,363,003 (30/06/2009)

Signed

ChnsParkm ..................................................

Chair



Appendix A

St James Theatre Charitable Trust Risk Profile (Mitigating factors will be in the Business Plan)

Risk Event/Area

Business risk

VH

Financial - Cashflow

Comment

Financial - Profitability

A risk of overdraft from mid-January and likely to
remain in and out of o/d until end of June.

Financial - Growth

Holding steady - forecasting breakeven operating
profit for financial year. Subject to change if
promoters pull out of shows.

Customer - Satisfaction

In current climate, unrealistic to expect more than
current revenue levels.

Customer - Service Delivery

Surveys in café have shown very high levels. Difficult
to objectively measure in other areas but appears
high through ticketing surveys.

Human Resources

High standard maintained.

Regulatory - WCC

Some areas stretched with non-replacement of staff.
Need to be mindful of workloads.

Strategic - Business Structure

Reports being completed in timely fashion.

Competition from Auckland

Future of Trust structure is uncertain with ongoing
WCC review. Outcome of venues report to be
discussed by Steering Group in February 2010.

Asset Management Plan

The Edge in Auckland receives significant Council
funding. Risk of promoters not coming to Wellington.
Programming continues to work collaboratively with
them.

Pressure from WCC to maintain assets. Likely to be
funded by WCC.




Market risk L

VH

Economic forecast

Is likely to have affect on financial performance until
at least June 2011.

Interest rate risk \

Loan interest rate is fixed. Starting to pay interest on
current account.

Liquidity and funding

Liquidity is poor and funding opportunities few.
Continued tight control over expenses is necessary

Operational Risk

Internal Fraud

Duplicate authorisation required for all transactions.
Received unqualified audit report for 08/09.

External Fraud

Low risk of external fraud affecting business

< |2 |=<

Employment Practices and Safety

Being managed to expectations

Customers, products and business
practices

Changing economic climate means we need be
flexible with events and adopt innovative approaches
to generating revenue e.g. Jimmy,
Exhibitions,Cabaret season

Physical damage to assets

St James & Opera House buildings now covered
under WCC insurance. Lower premiums but higher
deductibles than previous year

Business disruption and system failure

Daily backup performed. Work closely with IT provider
LANtech for any IT issues.

Risk magnitude: L=Low M=Medium H=High VH=Very High E=Extreme



Appendix B Key Performance Indicators St James Theatre Charitable Trust 2010/2011

Dimension | Measure Effect | Frequency Target Target Target
@i 2009/10 2010/11 Change | 2010/11 | Change
measure
Mega / Macro / Control / Agreed Agreed | Proposed by Proposed by
Micro influence last CCO this WCC this year
year year

Mega % of Wellingtonians and New I Annual
Zealanders who say that
Wellington is the Arts Capital of
New Zealand
% of Wellingtonians and New I Annual
Zealanders who agree that
Wellington has a culturally rich
and diverse scene
Have you been to see a Show at I Annual May 2008: Yes
the St James or the Opera WCC RSS OH = 26%,Yes
House in the last 12 months? SJT = 30%, Yes

Both = 16%,
Neither = 60%
How do you rate the overall I Annual May 2008: SJT -
experience at the St James or WCC RSS Good = 47%,
the Opera House if you have Very Good =
been to see a Show in the last 49%(VG was
12 months? 61% in 06/07);
OH — G = 52%,
VG =37%

Macro Non-financial
Number of Performances
- St James C Quarterly 76 - 86 - - -
- Opera House C Quarterly 84 - 108 - - -
Number of Non Performance
Events
-St James C Quarterly 210 200
-Opera House C Quarterly 60 50
Total number of days Utilisation
- St James C Quarterly 286 - 290 - - -




- Opera House

Quarterly

144

160

The Jimmy Bar — days open

300

290

Micro

Non-financial

Financial

To try and not go overdrawn

Total Assets: Liabilities

13:1

13:1

Current Ratio

1:1

0.5:1
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INTRODUCTION

This Statement of Intent has been prepared by Wellington Cable Car Limited (WCCL), as
required by the Local Government Act 2002 for a Council Controlled Trading Organisation
(CCTO).

WCCL was established in 1991 as a CCTO by Wellington City Council, to:

a) Own, maintain and operate the Wellington Cable Car system from passenger
fare income (i.e. without public passenger transport subsidies); and

b) Own and maintain the Wellington trolley bus overhead wire network in order
that it can be utilised to provide trolley bus services, as specified in a contract
between the Greater Wellington Regional Council (GWRC) and its nominated
bus company. WCCL’s maintenance of the trolley bus overhead network is
met by payments from GWRC.

PURPOSE OF STATEMENT OF INTENT

The purpose of a Statement of Intent (SOI) is to publicly state the activities and intentions
of WCCL for the period encompassed by the SOI. It provides Wellington City Council
(WCCQC), as the shareholder, with the opportunity to influence the direction of the company.
The SOl also provides a basis for accountability of the Directors of WCCL to the
shareholder, for the performance of the company.

This SOI sets out the objectives and performance targets for WCCL for the twelve months
to 30 June 2011, and describes the nature and scope of the activities to be undertaken by
WCCL to achieve its objectives and performance targets.

BOARD STRUCTURE AND FUNCTION

The Board of Directors comprises three members. All are appointed by WCC for varying
first terms of one to three years. According to WCC policy there is a maximum length of
service of six years.

The Chairman is appointed by WCC.

The Board is currently meeting bi-monthly.



RESPONSIBILITIES OF THE DIRECTORS

The responsibilities of the directors include:

Exercising prudence and skill in their governance of the company, and to
act in accordance with the requirements of the Companies Act 1993 and all
other relevant legislation in the execution of their duties;

Managing WCCL to meet:
The objectives of WCCL’s Board,;
General objectives of WCC for WCCL as expressed from time to time;

Monitoring and addressing policy, solvency and statutory matters of the
company;

Monitoring all of the company’s activities and ensuring the company acts in
accordance with its stated objectives.

DELEGATED FUNCTIONS

The Board of Directors delegates the day to day management of the company to the
Management team, who are required to act in accordance with the Board’s approved
delegations policy.

PRIMARY BUSINESS ACTIVITIES OF WCCL — NATURE AND SCOPE

The primary business activities of WCCL are:

a) Maintain and operate the Wellington Cable Car system to meet the needs of
local commuters and other users from within New Zealand and internationally,
financed from passenger fare income and any additional revenue developed
from increasing WCCL'’s tourism related activity;

b) Maintain the trolley bus overhead wire network funded via a contract with
GWRC;

¢) Maintain WCCL's pole network funded via a contract with GWRC and pole user
charges from utilities using WCCL'’s poles to support their networks;

d) Undertake other contracts related to network modifications and services, on a
commercial basis.



THE OBJECTIVES OF WCCL’S BOARD

Effective management of the primary business activities of WCCL;

Safety in order to meet statutory requirements and to provide the appropriate
levels of service reliability:

Ensuring the ongoing safe and efficient operation of the Cable Car system;

Ensuring the ongoing safe and efficient operation of the Trolley Bus Overhead
Network;

Customer service standards such that the cable car business is enhanced and
meets or exceeds standards measured through ratepayer surveys conducted by
WCC;

Effective management of WCCL'’s transition from a Public Benefit Entity to a Profit
Oriented Entity;

Earn an appropriate rate of return on the pole assets through revenue from the
pole users (GWRC and utilities);

Ensure that the trolley bus overhead network costs are not subsidised by other
activities of WCCL;

Ensure that the company’s risk profile is appropriate, through review of the Risk
and Vulnerability schedule prepared by management. This schedule identifies
risks and their impacts, and the actions necessary to mitigate or control the risks;

The routine management reports to the Board of Directors will continue to identify
issues which impact on the companies risk profile;

The company’s management of risk will be reviewed and reported upon by the
Auditor on an annual basis.

External resources will be deployed to supplement the skills that are held by
Directors, management and staff;

Practice environmental responsibility with respect to the company'’s activities, by
considering the effects of its activities on climate change, waste minimisation and
carbon costs, and planning and implementing practical responses;

Ensure that specific matters raised by WCC in its Letter of Expectations for
2010/11 are appropriately planned and implemented:

1. Improve cable car users’ experience in the Kelburn precinct:

a. Repair or upgrade of the Kelburn Terminal;



THE OBJECTIVES OF WCCL’S BOARD (CONTINUED)

b. Revitalise coordination with other stakeholders in the Kelburn
precinct;

2. Cable Car Service is RWC 2011 ready:

a. RWC theming and related displays and activities at cable car
terminals at Lambton Quay and Kelburn;

b. Participation in RWC themed activities in the Kelburn precinct;

c. Maintenance on the cable cars and facilities to be programmed to
minimise disruption during RWC 2011,

3. Continue cooperative relationships with stakeholders in provision of the
trolley bus service to optimise reliability and performance of the service, by
WCCL implementing the initiatives required of it;

4. Maintenance and installation work on the trolley bus overhead network to
be programmed to minimise disruption during RWC 2011,

5. The conservation of the environment is considered in all plans for activities
of WCCL.

GENERAL OBJECTIVES OF WCC FOR WCCL

In its Letter of Expectations dated 29 January 2010, WCC has noted its general
objectives for WCCL. The following table records the activities that WCCL will
undertake to meet WCC's general objectives for WCCL.



Table of General Objectives of WCC for WCCL

WCC General Objectives WCCL Activities to meet WCC’s General Objectives

i) Have a partnership a) The company will communicate with the Shareholder on a regular basis
approach with WCC and particularly after Board meetings.
other CCOs

(b) The company will co-operate with other CCO'’s in developing future packages
and enhancements for tourism related activities, including planning for Rugby
World Cup 2011.

(ii) Have a regional focus, The company’s Marketing Plan will include attracting visitors from other regions of
where this is appropriate | New Zealand and internationally.

(iii) Appropriately The company includes WCC logos on marketing material and
acknowledge the communications where appropriate
contribution of WCC

(iv) Achieve maximum (a) The company will manage the operation of the cable car within the
effectiveness and timetable to maximise the throughput of passengers without detracting from
efficiency of, and the overall experience of visitors to the facility.
concentrated focus on,
service delivery b) The company will manage the cable car assets through its Cable Car

Asset Management Plan, anticipating potential obsolescence and failure
modes with the objective of having zero breakdowns.

¢) The company will train cable car staff to ensure that breakdowns due to
operator error are minimised.

d) The company will manage the maintenance of the trolley bus overhead
network through its Trolley Bus Overhead Network Asset Management Plan,




with the objective of minimising breakdowns and facilitating an effective
trolley bus service, as required by the GWRC and the trolley bus operator.

€) Monitoring overseas developments in equipment and techniques and
adopting as appropriate.

Table of General Objectives of WCC for WCCL

WCC General Objectives

WCCL Activities to meet WCC’s General Objectives

(v) To operate at breakeven
or better after
depreciation expense,
enabling the payment of a
dividend to the
shareholder of 60% of net
profit after tax

(a) The company will continue to develop areas other sources of income
arising from the ownership and management of its assets;

e providing third party services on a commercial basis,

e establishing pole user charges from all parties utilising WCCL's pole
assets;

(b) The company will use reasonable endeavours, (working within GWRC
processes and in consultation with WCC) to seek adequate contract
payments from the Greater Wellington Regional Council to cover the trolley
bus overhead expenditure necessary to provide adequate asset
maintenance;

(c) The company will set revenue targets for the cable car operation to cover
the operation and maintenance expenditure.







RISK MANAGEMENT

The company’s Risk Management Policy is that risk is assessed on at least an annual
basis and documented in the Risk and Vulnerability Schedule, under the following
categories of risk:

a) Financial

b) Disaster Recovery and Systems backup
c¢) Assets and their Management

d) Personnel Management

e) Statutory Risks

f) Commercial Risks

In each category all aspects of the business are considered and the level of risk assessed
and mitigation actions determined as appropriate. The Board of Directors considers Risk
and Vulnerability issues as they arise, updates the Risk and Vulnerability Schedule as
required, and formally reviews the Schedule annually.

As the nature of the business involves electrical and mechanical equipment, as well as
involving passenger transport, day to day business involves frequent assessments of the
risks.

PROCEDURE FOR SHARE ACQUISITIONS, PURCHASE/SALE OF ASSETS

The Company will only issue shares acquire shares in other companies or
become a partner with any other business with the express permission of WCC.

The Company will fully investigate and report to WCC any proposal to enter into
partnerships or to sell any buildings or other significant assets before
commitments are entered into.
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PERFORMANCE TARGETS AND OTHER MEASURES FOR 2010/11

CABLE CAR SERVICE PERFORMANCE MEASURES

Performance indicator Measure Target/Result
Cable car vehicles, track, Approval by NZTA to be | Timely approval
tunnels, bridges, buildings | obtained by February received
and equipment are each year.

maintained to required
safety standards

Cable Car service reliability | Percentage reliability Greater than 99%
Cable Car Service has Qualmark endorsement | Qualmark

Qualmark endorsement to | applied for. endorsement obtained
confirm that the Cable Car by financial year end

Service meets established
tourism standards

TROLLEY BUS OVERHEAD NETWORK SERVICE PERFORMANCE
MEASURES

Performance indicator Measure Target/Result

Inspection, maintenance Number of network Nil failures

and repair of trolley bus failures due to

overhead network are inadequate

carried out to provide maintenance

appropriate levels of

reliability

Trolley Bus Overhead Draft Asset Draft Annual AMP

Network Draft Asset Management Plan 2011/12 prepared by

Management Plan completion 31 August 2010

prepared

Trolley Bus Network Poles | Pole replacements Completed in

identified in AMP 2010/11 completion accordance with the

as requiring urgent and programme

critical replacement are

programmed for

replacement

Overhead components Component programme | Replacement

replacement or repairs completion completed in
accordance with the
programme
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Performance indicator

Measure

Target/Result

WCCL pole occupants
have formal contracts and
appropriate pole user
charges are being paid.

Number of contracts
current

All recent users have
current contracts.

All “Existing Works”
users have contracts
signed by 30 June
2012.

GWRC funding agreement
being complied with.

Number of breaches of
agreement

Nil breaches by WCCL

Performance requirements
in the GWRC Trolley Bus
Overhead funding
agreement are met.

GWRC Contract
payments received

Other Contract
Requirements

Paid in accordance with
agreed funding levels

No complaints from
GWRC

ALL OF WCCL ACTIVITIES PERFORMANCE MEASURES

Performance indicator

Measure

Target/Result

Compliance with
appropriate regulations
and statutes

Number of adverse
comments from the
relevant regulatory
authorities.

Nil adverse comments

Budgetary requirements
approved by the WCCL
Board are met

Degree of variance from
budget

Within 10% or Board
approved variance

Board delegations are
adhered to

Board and management
approvals of
commitments and
expenditure

All approvals of
expenditure and
commitments are in
accordance with
delegations policy

Company Risks and
Vulnerabilities are
maintained at an
acceptable limit and
identified in the Risk and
Vulnerability register.

Number of Risk and
Vulnerabilities not
identified, and where
possible, mitigated to an
acceptable limit

Nil Risks and
Vulnerabilities not
identified

Nil Risks and
Vulnerabilities not
mitigated to acceptable
limit
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CABLE CAR PATRONAGE

TRIPS PAID BY MULTI-TRIP CONCESSION TICKET

2010/11 First Second Third Quarter | Fourth Quarter Full Year
Quarter Quarter
Passenger 93,700 74,100 94,600 88,500 350,900
trips
TRIPS PAID BY CASH (SINGLE OR RETURN)
2010/11 First Second Third Quarter | Fourth Quarter Full Year
Quarter Quarter
Passenger 154,500 215,600 267,700 157,300 795,100
trips
ALL PASSENGER TRIPS
2010/11 First Quarter | Second Quarter | Third Quarter Fourth Full Year
Quarter
Passenger 248,200 289,700 362,300 245,800 1,146,000
trips
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WELLINGTON RESIDENTS SATISFACTION SURVEY:

The annual survey conducted by WCC asks the questions below:

Question

Target

Have you used the cable car in the last 12
months?

30% of respondents
have used cable car

How do you rate the standard and
operational reliability of the cable car
(Good/Very good)

95% of respondents with
some knowledge of the
cable car rate it
Good/Very good
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DIVIDEND POLICY

The company will pay the shareholder a dividend payment which is 60% of Net Profit
after tax subject to consultation and the agreement of the shareholder with respect to
any retained earnings to meet the cost of capital development programmes.

INFORMATION PROVIDED TO THE SHAREHOLDER

Reports will be provided to the shareholder as required by legislation and as mutually
agreed.

These include:

a) Detalils relating to any proposal by the company to diversify the range or scope of
activities beyond those described in this Statement of Intent.

b) A quarterly report in respect of all activities of the company that will include comment
on the performance of the Cable Car passenger service and the maintenance of the
trolley bus overhead network.

c¢) Half yearly reports prepared in accordance with Local Government Act 2002.

d) An annual report and audited financial statement as required by the Financial
Reporting Act 1993 and clause 67 of the Local Government Act 2002.

e) Advice, as far as practicable, of any events or activities planned which are likely to
arouse significant public interest upon which the shareholder may wish to respond
quickly.

The information set out above will be provided at regular times as agreed with the
Council’'s Monitoring Subcommittee.

ACTIVITIES FOR WHICH COMPENSATION IS SOUGHT

1. The company will pursue to the greatest practicable extent the funding from the
GWRC needed to maintain the trolley bus overhead network.

2. The cable car operation will be funded from fares and any enhanced tourism
activities. The other activities of WCCL will not subsidise the trolley bus overhead
operation.

However, should the shareholder require the company to undertake obligations or
services which cannot be covered by the funding from these sources, the company will
seek compensation from WCC to restore an adequate level of income to meet the
business’s requirements.



LONG TERM COUNCIL COMMUNITY PLAN

The activities of WCCL which support outcomes sought by the LTCCP are summarised
in the following four tables:

16



Long Term Community Outcomes - Urban Development

Contributions By WCCL

Wellington's traffic will flow smoothly through and around the
city and its suburbs

The company will maintain the trolleybus overhead wiring system to a

safe and reliable standard.

The company will operate the Cable Car as an efficient, reliable and

safe transport service.

Wellington's transport system will be accessible and
affordable for all,

The company will enhance its viability and income base by continuing to
identify business opportunities which utilise the company's assets and
expertise and, as a result, enhance the commercial attractiveness of the

company.

The company will operate successfully and within the Board's approved

annual budget

The company will ensure that all available funds are used efficiently by
minimising the shareholders' direct investment and maximising the
shareholders' value in the company.

Wellington will be pedestrian and cyclist friendly"

<~

\
o

The company will promote walking as an activity to be undertaken in

conjunction with cable car rides

The company as a policy will allow cycles to be carried on the cable car
subject to the comfort of other passengers being unaffected.
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Long Term Community Outcomes - Transport Strategy

Contributions By WCCL

Wellington's transport system will be designed meet the needs
of its people efficiently and sustainable

The company will operate the Cable Car as an efficient, reliable and

safe transport service.

The company will maintain the trolleybus overhead wiring system to a

Wellington's traffic will flow smoothly through and around the

safe and reliable standard.

city and its suburbs

The company will enhance its viability and income base by continuing to
identify business opportunities which utilise the company's assets and
expertise and, as a result, enhance the commercial attractiveness of the

company.

Wellington's transport system will be accessible and

The company will operate successfully and within the Board's approved

z

annual budget

affordable for all,

The company will ensure that all available funds are used efficiently by
minimising the shareholders' direct in