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awke’s Bay’s-economy is thriving. Our Port
ust be able to develop to support our region.

apier Port is associated with half of
awke’s Bay’s economy and 27,000 jobhs.

awke’s Bay has a $7.5 billion annual economy. —
e
c
)
® Qur port 1s at capacity <
QS ©
Al e Bz Bl e _g D= s« e
=, 0 5,68 &=, 8y &=,
a;;r::nt:? 16 and 22;;“'”" 20’6[ ane We expect to turn away seven cruise ships next year ~ ropnsenth<
* o. cargo » CANgo volumes 16,500 visitors and $3.5 million of lost tourism spend
volumes increased are expected to
by 25% increase by 57%
e /. !
2 A [DETE! £ e
L il
\ o We are turning away Because the port is congested,
larger cargo ships ships are having to move to
More and bigger More and bigger because of limited enable other ships to enter and
cargo ships want cruise ships want wharf space exit, impacting efficiency
to come here to come here

Doing nothing will stifle growth

‘he Port needs to spend

320-$350 million over the next What do we propose?

ecade to enable it to grow and UI] tO 49% Wie need funding for our Port and we're committed to maintaining

1eet Hawke's Bay's demand for sharemarket  majority ownership. Selling shares in up to 49% of the Port will

:s services. This includes the §iie provide the funding the Port needs to grow, retain majority commin

onstruction of a new wharf. listi ng ownership, diversify risk and give Port statf and the people of Hawk
Bay the apportunity to invest directly In a key strategic asset.
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proudly owned by
e people of Hawke's Bay

he Regional Council is
ommitted to keeping it
at way

nvesting in our Port to grow Hawke's Bay

15 are genwinely good to have, and
swhke's Bay has one of them. Our region is thrvng
1d Napeer Port needs fo develop to continue to

ow Hawke's Bay

2 ora bovdog This & the beginnimg of an important

mmusely tonsatation amund the growth of pur Pt a6l our
onomy. Wa're ASANR sl b ConSider & numbar af aptans
pund how best 1o fund the growth of our Port, smcluding
tons aroend qwnersiig, contiod and pmtactmg ratepayers

¢ Port is 2 vital geore of infeastructure that enabies aur

ooy, ¥ have 3 dgnamic and hard-marking canmunity
med Port, which we all val

ue,
& challenge e sow face is how bast 1o fund our Port s

wih. The Port meeds $320-$350 million of imeest ment over
it cest decadie 1o mmabie | to grow bo kenp pace with demand
fw mhar! 1S the St sbep i Phis investment programme sot
B cost approamately $142 millisn. Construction of the new
aaet will nead tn begin in * b e ready ta use in 7

it stands

ay. the Port is coastrained 1t is already
npesied pad Yosced to torn away larger eipht wissels, The
1 EXDACTS 10 TUMN 3way SEven CTss shifl mSas nast ywaar

it greferred solubion is 8o suppart the Port 1o imvest i #s omn
welopmen! tn méet cuerint and fulure demand

vibe Yhe Part’s total capilal mquirements aver (e mest decale
tal $3120 loar, the eptions cutliosd in Hes documest
| seab to pevwide $55 & miltion & funding te the Purt, &

Sar fo significastly reduce its debt and enable @ by respme

ovesting in its fulure. The Poct &5 then ahie bo seid-fond its
gromth

1t 15 ol uncemmon 10 Majed inkoa st nad oee A5881
InvEstment in ‘waves 10 anable major mvestment to cape with
future demands. This is what is rapgening at our Port

o require

So we have same gpbions tor yiw 30 consider

The: Regions! Council has bees acimely mvestigating this ssue

Poe T boesd paart of Pwed yesirs Setoee wet S2art 1o saplofe the
aptions, the Port @oes not have cagacity to borrow ba fund this
growth without requirng sd@tional funding feomr ratepapers

ur taking debt be improdent Sevels Aay furthee bormwing from

the Regionel Council 15 fend this growth wiuld $1ss come o 3
Mrate imvesiment rsk in

oS! ba estepEpers and barthar oo
one asset

W need to consader 2 range of options be delmr a Part that
keeps growing, under tanbeeed majeily onnership

The Regicaal Coonail's predersed oplien is ta offer Shares eeugh
an (nimal Petiic OMspog (P0] in & stake in the Port of upto

49%. This will enable continued commumy ownership znd
pantead, fand the Port’s growth, and gove the pasple of Hawke's
Bay, Port s2aff and tingala whenus the opparfunity fn svesy
diractly o s o cominunty 23581, s will atsn allow the
Regional Cowncd ke better manage ivestment sisk - Cormanly
16% of the Reponal Couscil's revanue-penerating assats restin
the Port

A parnal sharemarkat fghing fas been very el4ective at the
Port of Tauranga, shich has tstved under & Similar madel &5

progosed herz - 5% g with 3 45% Nsted staks

he Port remains the region's single higgest economic enabler

ssociated with around half of the region’s economy

nd supporting about 27,000 full- and part-time johs

Thés

el 18 Port bo invest, keep dur Part in majicily comatenity

tion at Napiar Port wayld generate anosgh saney to

owaershi and relain healilly commerck! sspasune o &
Rrosng strategic asset. ‘W think it sinkes the best balance
and prtects the things that matter mast 1o the peogée of
Hawke's By

e Deliewe Thewe will b shremg kel interest o investing
ahagsde the Regianal Coenct! in our P, iciuBog fem

ltem 9

+—
C
)

S

KimiSaver peswidars kzen fo invest i |ong-tare infrastructars CC

ssats, We want ba be very cinar that the financial and valuatia
Assumptians used in this document an: conservatve in natum

A partial saremarket isfing o5 suf predemed optie Sul

wE R A sulling on thee ather aplans: & mesanty

sade to an investmest partoer, lease of Part operatioss to a
prvate sparatee. or funding the Part’s gromih through ates
Earh pphion generates Silfersnt autcnmes, byt no one oplion
safistas 3l objectives — thens 1S ng sitver hulle, |ts importsl
hat wou befl us what you think. ‘We are very ogen 1o 8l the
pptioes and new need b hear from wu

That
an ephiok. Daing rathng stuld pid jobs and fer Sconsay #
NSk, and pace an enacceptabi baiden om o children and
grandchiidran. Qur growing ecosomy puts us in the forfunate
peadtion of discassing 25 3 communily how bo imes! in oer

Fegiomal Cauncit is pranimaus that daing rothing is it

ayers. A prowing Peet
A3 1he BcomTy 204 M

Fediwe growth ami sders 056 hor
BQUALS MOE Ship VSIS, MOre Jobs
ECINOMIT BIOMtS

Thasks for taking the fime to consider the best aptions for
Hawke's Bay s tuteee, We josk furward fo wur tesdback

ey Grabam CHAR

A 4

James Palmes CE0
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ir Port tequires $320-S350 million of investment
igr the et 1D vears in arder to comtinus to suppont
if pconomnzy, enalile more and larger ships info our
gion, and 1o contine to create jobs and prowth

52 l0f of mongy — pONS can beE very sapendive 355615 M (i
signdcant amaunt of the invastment required is fue the
nstrection of 2 new whatf, which is pending msowce cressnt
praval

& Regional Councd Believes this imvestmeat must be made
110 bt of duf pesgie and fur 16g0

nding the investment thesugh: rates would regune the
tponal Cauncd o Borow the money and ¢ 1atepayers
cower thyps tosts The Port currently holds $36 6 millige
S2b! ol s unable to prodently becrow fof 3l its capital
purements withaul redecing 1S drddend 1o the

tponal Councd

Please consider
these options
carefully

Retams
operabag
contred

Dolivers
development
funding

Option A
Funding Port

ur Ports gronih

uwnership

The Regional
Council Objectives
The Reglonal Council befieves other sources
of funding are required in order 10 secure the
following ohjectives:
O 1eain majority comtmunity ownership of the Pont
o sy the imestmant the Pert requires
o peotect ratepayers from the
costs of funding this developewst
o dwesetly and de-rish the Regienal Council's
owestments to bettar probect ratepapers

O pain apasars o the fulurz Anancisd
pedormance of a growing strategic assat

Below is 3 short summary Yo show you how we
cusrently consaser 23ch option Sgainst vur objectives.

Rotans
majority

Value of
retamed
ownership

Capdal
ed for

Maintains
Council

mmCcne

investment must be mad

The Faglomal Council heliewes thet achesvng these objechives
(s s the bast interests of the Port and the people and econam
of Hawke's Bay

The Regional Council faveurs an optiom of seilng 2 stake in
fiwt Port af up o 49% throogh o sharemiarked Hosd (25 pes e
Poet of Tagganga — 45%) but IS open to other passilillities
Thecaghaut this documeant where Repanal Counced owneestip
15 refeepoced_ this alse includes thraugh the Regioeal Cogpoci
imvestment tompany [Hawks's Bay Regsoal investmemt
Campany Ld)

—

Thz sthex opticns we ars censulting on 40 this document and
weer the niat meath include selling 2 mwnanty staka in the Po cC
ta an inestment pattnes, leasing the operation of the Port to
prevate sperates 106 3 period o Time i aachpage fof 2 spdrn
fog of requiring ratepayers 1o tund the Por s grawth. No ape
ption conpletely meels dvery reguiemant 2nd thive ae R e
and cons with each, We seed to Rear whal you think

Drversifies
meestment Councs
service levels risk tebt

Ridanal
Coumeil

Impact
on rates

Senipwang woeld

development ia YES YES YES NO YES NO
rates / borrowing
Option B
UD 10 49% Port Approx, Approx. J( N
@ sharemarket YES YES YES $83m"  $239m" YES PAC YES | I MPACT
listing
- - - » &3 — .. — » . — -+
Option C
Minarity sale Appro R N
% {up ta 49% sold YES YES YES s‘;‘;m‘. $239m* YES e YES . YES
to investment e
partner}
g Option D —
Long-term fease Approx. $49m N
@ to operator (for VES o VES $366m vesidual YES YES 1M PAL i
up to 50 years) ook value

lumbers hased on medelling of & 455 sale of shares. aad on assumphons as detaed on page 15
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lapier Port history, ownership and growth forecasts

listory

apier Port has been a core enabler of
awke's Bay's economy since 1855

1875, the Napler Harbour Board Act was passad and the
iptet Hashoos Board came inte efect. The completion of the
Hial breabwat in 1886 signalled the mave of the Port frem
& Abarire Sgelt b its Lusrent ntatia

15881989, the Napeer Harbour Beard ceasid 10 éaist ax
1antity and oweership of the foet Switchad to Hewhe s Bay
wponal Councd. e 2009, Wharf £ 5t the Port was rebuilt
g with small-scale fand ceclamation

& Port remains the eegion's single biggest scomomic anahbler,

sacipted with apporeimately hatf of the region’s sconpey
s0ss Regaonal Product) and appecaimately 27, 00N Tull- 20d
Wt-time phs

Napier Port 1902

Community ownership; the
backbone of our economy

The Port has been wholly owned by the people of
Hawke's Bay through the Hawke's Bay Regional
Council since 1589

The Port mahes up 76% of the Replesal Coencil's revenos-
generating investmont assets, sof including rakes

Through its anngai Svidoad fo the Segional Council of
appeovimately $ 10 millios. depeading an performance and
e ting piaditons, the Port onlsibutes sund 207% of the
Regionsl Council's totsl anneal reveaue. This dnidend hnds
the Regionsl Council's rates bill sach pear.

he Port s heern e backbone of Hawke's

4

YRRMS, penerating pbs, kveltaods

I TR

ECOmIYy har
and growti §

Breakdown of Port
capital requirements

Strategic development
(514204 foe Wit )

$146m

Replacing susting assets

Incraasing capacity / new assets

Supporting a growing
regional economy
Hawhke's Bay's ac 7
for the year ended March 2017, and s
valued at $7.5 billion

=
=
L
-
o
3
5
o
ar
T
a
3
=
=

Tha Hawke's Bay aconomy continues to expenence sHmong and
swstamod prowth, with dwerse elements of $he local sconomy
contributmg - agricuitum, manufaciunng o8 foedise Seing
heee naary ECOROm K dereers.

Dpe 18 last b pears (0162018} cargs volumes [Beogh
1 Peet incriased ty 25%
For the poring ? i the Poet is anticipating a

STH increass in ¢

20 yiemes

Additanally. the yoteme o cruise ships wsiting the Port &
foracast bo incraasa by & third. with larger vessals mceaseg
visiting a0 already ceogested Port

Some maje assets of the Port 51e mw approacheng the end ¢
thair operational fives Operational efficiency is stariag to be
comprimnized by Peel congrrstion as vissels 2 shifted to el
pthesrs i dnd put

It b5 ot uncommeen foe 3ssebs like ports ta requing mw:sxmle
in waves 2% hey reach capacity and then mest toe he Tatun S’
The (nvestment proposed o the Put meer 12 neat decade
represants a step change in capacity 31 the Port. enabling it | q_)
vonbeie t samve 3 growing region E

While the Port requires $320-S350 million of c
total funding over the naxt decade, once its debt &)
is significantly reduced it can fully fund its future CU
growth. This includes the shility of the Port ta Fund th
new Whart 6 and subsequent capital requirements, Jud
including asset replacaments and business-as-usual <
investiment,

Cargo volumes a
forecast to increa
by a furth

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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of container vessels visiting New Zealang
the number of cruise vessels with sta
and passenger numbers visiting Napie
and forecast growth in cargo tonnag|

through the Port, including very stro
growth in 2016-201

wtziner vessel sizes on New Zealand trades Cruise ship nombers and passengers/crew

Bartin Eapress {Raglag Usye . iy

hment 1

Pegasss 3 (PRI

Pageees Bay (FAR|

B

dass

I

diss
-

Attac

Pegases Bay JPRO!

Pagase oy (PRA|

| Qﬂv)ﬂhvnvall’“!i

1
1 | 00
DOCL New Jiatand

| 3 500

L8

1000

100

e

Lgon 2.0 f-muti 4 200 :!v;n‘ hw‘i)',‘ PA0 EOM)  MOOD 0000 X : 'é _ = = = z E_j ’( .; S i
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your say

See the hack page
for how you can

*he need for
nvestment in our Port

Docamber 2017, the Port lodged msource consent
iplications with Mawke's Say Regimal Caancit whach are
wrently being considersd by Slepiasden] CommiSsionss

e Consents am reguwed 10 3w canstrection of & naw
l-metre-long wharf (Whart 6) 2long the northem edge of the
isting contaner terminal and bo dredpe 3 Barth, swing hasin
Wi Evenltuily 10 Ssepin [he Shpgeng channgd

e informatioo on this comsest application is avaidable here
VBTGP Bageerport GO N2

3w whart by
0, with a 30

0% gromth,

sction peeds fu skart in

Ll

manth constepcion Hinstabie

e propesed 350-metee length of the whart will snable larger
ip% to be accommadated and create spaca for vessels on

>roposed Wharf 6

anisting whanes, Containar ships up ta 320 metras fong witk 2
walth (Seam| of 47.& metres are espectad be berth 21 the new
wihae!, whele crulsi vessels up fo 360 melees long (Dasis Class!
CAN aisd hesth there

Due o ek ol Spate, the Port sxpects 10 Tur sway Sees

crecse ships sext war ahuch rspresents arsund $3.5 millice of
Yourism spend Dypassing Hawbe's Bay. 'With the mew mhard, the
Port coold attract up be Seven mom cruise wessels, meaning up

Vo 2sather 16500 yisibers per annum

MNapies Poet 535 rgo out ol whaet space 1o wessel & haveg bo
wadl lor & Detth, 1hes costs the shipping compasy @onsy sstd
ancourages thee to losk for other port atematmes

Napler Port has reached a tipping point.
It needs significant funds to enable the
Port to meet growing demand.

ltem 9

Proposed

Wharf 6

% barth u
; devel
Ak maalhy, with

w Lstag, o 1l C
1 DEOsancy 1of (I’

S

The Pt seisds fo invest in its tontimued #ficiency, The -
nGIekSed §i2e of vEssals 3nd moreased voluims of CeIgo (&)
eechanges inevitably sesults in increased time at baeth.

Raquests to berth from cargo vessels mom than I metres
Jang 2 being declined on 2 regular basis a3 they a6 simply +=2

g &

; fegaid

el dul

ratain wh; sading JOr% in 2013

o tng 1o pet anaad dut salely

The Wharf 6 Justification Report from
Napier Port to the Regional Council is
included in the supporting information
at hbre.govt.nz, search: #ourport.

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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Earthquakes @
Christchurch and Kaikou
extensively damaged the Po 8
of Lyttelton in Christchurcy
and CentrePort in Wellingto

nvestment risk management, limiting ratepayers’ exposure

5 wedl as funding the Port's growth requirements,
wother abjective is ta diversify imvestment risk. Put
1other way, the Regional Councll is committed to
stter profecting ratepayers through its investments

th moore Phas three-guadens of all of the Repienal Cauncds
Mmercial Investments coacentrated i the Port, atspages
e heavily 2epased to 3 single asset

& core purpose of the Reganal Council is to protect and
anape our natwal svimnmest for curent and futum
neratens

d fo enable sustainable sconssiic growth in
Iwhe's Bay It 5 not necessary 1o have 10U swnership of
& Part to debiver against these phyectives and the Regions
wncil batizves that failing to diversify its investments is
pasing ratepayers to boo mech nsk

ierently, annual dnidends from the Port make up
ipfrocimatedy 2006 of the Regaina! Council’s annual rvenue
15 dmidend hmds aaedl rafad llls and lunds ey seinces

w Jeakand 1% 2arthquake-prone. Earthguakes in Chestehureh
o Kahbota edentively domaged the Poit o4 Lattelten o
nstchurch and CentrePart in Wellington, significantly
peching aperabans

It is not sensible for the Regional
Council, on behalf of ratepayers,
to hold so many economic eggs In
one baskeot.

Any significant commercial or
environmental evont that negatively
impacted the Port id result in
immediate impacts to ratepayers,
such as the loss of dividends and a
subsequent Increase in rates.

Jo 3 natural disaster ratepayers iuld mpedt hat sthas
signibzant asssts the Regional Cosecil owas 8ol Mmatntaing
sbzh as stopbanks, pumping statmns aod ceastal pratection
systems, would alss be damaged, requinsg significant time
i maney be i

Dwming 2 part i5 inherently risky Insurng thes can be
challenging and sxpenseee. While the Port is insured lor many
reduild scensiios, s dpas st cover kas of divigends, aving
an inceae fish. by the Regional Comcil and ratepayers

As the walue of the Part Increases, so tow does the

pencentratian of the Regionad Ceancil's immstmant in 2. The
Regional Touncil’s immstment paetbslio is increasingly oof of
balance and tepossd b pdsnal sossls This 21 liomts the

tl

eetwestment af 1unds in Mgher-returmng, Snersilied asses
that coud deliver greater Hegianal Councll seivces e astic C
demands on ratepayers

A well-managed investment
portifolio should be diversified to
sproad and manage risks.

The Regional Council's preferred
option better protects ratepayers
from the risk of a single asset while
rotaining ity ship,

Attachme

Breakdown of the Regional Council's revenue-generating assets*

Now .
| 3%
5% |

s

76%

Preferred option

. HERIC {Purt] . Funds undar mansgement @. Praperty . Fommstry

“peyetue-penetating asssts that add to sClheme balances are wicloded
3 3
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he process to this point

it Poet is at a tipping point and needs a significant
niding injection o grow. W's an issue that has

®R actively considered by the Regional Council for
arty two years

There's no single yes or no decision
to be made In response to a single
question, Rathor, consideration

and discussion is required around a
range of options — all with different
potential outcomes for the Port

and Its staff, the community and
ratepayers, and the Regional Council
and the local economy.

2 process of considening b opticas has imaslved
procimately 30 meetings, presentations, reports, workshops
& the establisheent of 2 Capital Structure Review Paned

1% pant! ilooe et |2 tmes i the peeparation and

tficatsen of advece 1o the Reponal Countil. Some Cauncilrg
& staff hawe visted Aostralia to chsenve the speratsn of

15 under 2 leams model

¢ Regsinal Counced Relieves a manth of community
nsultation jm which pyery person has the right te be beard
Ihe Dest way fo reach the rght decision e how da tund

1 Part

A condensed timeline

of the Regional Council’s

process looks like this:

Napior Port Strategy Session
hasted by Regiesal Council

— Jansary 20017

Council approves formation
of Capital Strecture Review Panel
— March 2017

First mesting of Capital
Structure Review Panel
— Jumne 2017

Napier Port proseatation to Council
2018-28 Leng Term Plan Workshop

Capitsl Structere Review Decision g

Steps Paper te Councll Workshep
— November 2017

Interim Capital Structare Review
report released to public
— Docomber 2017

Some Councillors aad staff visit
Austraka 10 obsesve leased port model
— January 2018

-
“““\\\\\%mm“\\“\“

sapital Structure Review Panel

March 2017, the Regional Council appeinted
Capital Structuce Review Panel to neview how

& Regional Council funds its assets and
wratiens, imcheding the Port

& Capite! Stractote Review Panel ompnsed Caunciilers,

i rEpresentatives and injependent mambsrs. Aftor 3 year
wrk, it mepartnd hack m Ageil 2018, anakgsing a number of
tions for fundmg the Port's gromth

Yially, 1he Panel panssdered nptions and pogessimely

whittlod these down wers temn, Infurmed by this anatysis ad
its tmvn rigocpes anihyses, the Reglonal Council has disided an
the four aptons coataingd i Phis dorument

This cansultatan decument explores each of thase options

All documentation relating to the
Capital Structure Review is available
online at hbrc.govt.nz, search: #CSR

— October 2017 m'

— August 2018

\m\\m‘i“\\\\\\\\\\\\\\\\

— September 2018

ltem 9

Final Capital Structure Review roport
peesented 1o Council and roleased to public

— April 2018

Napier Poct development options
discussed at Councll Workshop

— May 2018

Napier Port Capital Raising
Opticas paper presented

= June 2018

Potential Port Transaction Approach
pager presented to Council

— July 2018

Independent Valuation Analysis
presented to Council Workshop

— August 2018

Napier Port Capital Structure and Project
Update presented to Council

Napier Port Capital Structure
Paper presented to Council

Considering all the options

Widle we v stated 3 peaderrod sption, we'm apen fo
pihers. That's the peead of consultation. Tollewing
fepsSuack trom (e community, e may dezide 1o
proceed wih an optioe other than the prefersd.

W may thosse ta combine optians or fo madify thes

Attachment 1

Wa've prepared this document on # numbes of
financay feeecasting and liming assumplisns
Ustess thase assumptions aee praven be he matenally
wiong sach Ihat we telisve we need 1o reconsult. the
Ragiona Cowcil intends te make decisions based on
Her feefbac) receved

Creating a ‘Future Fund’

Some of the options in this document release
funds to the Regional Council. The Capital
Structure Review recommends any proceeds
be invested in a long-term ‘future fund’,
Proceeds fram the diversified investment
would limit rates pressures and any surplus
returns would go into a reserve fund to
protect the Regional Council and ratepayers

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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sore we kook af indivdual pptions, we need Io ask
hy the Port o the Regional Council doesn't take on
ore debt 1o fupd the Port's sxpansion

droming, o infurting debt, IS & comaman option e many
gassations funding infrastiuctue develpment, Them ane
ma sgodcant implications with fakeg on mose debt that we
od to oederstand Befon making decisons

of the oplions canvassed in this document e concerned
th geserating lunds to reduce The Port's cormnt $36.6 million
bt 5o enabie it o St to et o s prowih

ot iebt and possitshity ta borrow

& Port rannot homow more — thioygh either haok debt o
& isSmng 0F Bands - 1o lund all of its capal sxgendilose
Jerements mithout debt reaching imprudent jeves

& Pt caerently holds debf of approsimately $86.5 millie
appraeimataly twice its EBITDA (Earmngs betore latesest
xatice. Depezciation and Amortisation], ths is 3 sensible
el of debd for an orgamisation Fhe the Port to hedd on ils
Laos:p shesd

Ihe Capital Structure Henew Panel feand in 2018:

Unkess if dowars Vs dhedf vy f

st wave o

dyesiadnt) 1 Pt adud) 08 ¢ Sud-oessiaar! Jeads

Dugwiaty prasdent o fuog 1 Nt s

g

A il deb! dlhivie dnd « lving aytuons 1o b

A STy

& deyidensd from e Poet of appreaimately $10 million par
wum dwectly enables the Reginal Councd 1o mit rates
¥s. Any reduction of dividend flow fram the Poet — for

Jorrowing, debt and rates

Doing nothing is
not an option -
the Port must be
enabled to grow

examgle, If the Port was to fund investments through nat
paying 8 divsdand — would lead b increasing rates

Ability for Poet to self-fund on an ongoing basis

With its catrent detit significantly mduced, the Part 1S sapected
te have the financeal Sexibility aad headioom te saif-fund all
of its forecast $320--$360 millios [0-year capital expenditene
pragramme, inchodeg Whart §

This will b achiewed through a combination of prudent
homawing and incieased samings 1o seovice dabt 20d continue
paying divsends to shamhders,

The ranstraction of Weast & will pnpeovk the Po s congestion
and praductivgy. it mill increase 45 capacilty to meet s cument
neads and peovide Bacihility to meet future growth as mare
vasseds visit thie Pard

The Regional Cauncil hormawing

The Regions! Cowncil could borrow mose maney b fund the
Port's geowth but. again, rstepapers would ta paying

P

urrently stands. them & not 3 bormming et

the Port o the Begional Cooncl that does not
fdiesct by impse! ralépapers

In ity 201878 Long Term Plan (LTP), the Reganal Counc

pamnmitted fo barrowmag $T0 sillian over § Sacads 16 fand 3

range of mitkcal emvironmental inibiatives, both te chean up and

futurs-proof Hawke's Bay's natural anveoesant. This is the

pare husmess of the Regiosal Council and 1here 2t pressing

neads for el wdek, JCIOSS Onw Evisivn-Pione (Rnds and

nastling, 25 wetl 33 around the regien 3 waterways

if the Regiosal Cownci! mas te borrow an additanal $86 £
mitkon to sgm ' reduce the Post's cosrant debt

Pt 10 begi

faamahle th

These would b 3 sigmificant and immediate mpact 1o

Alapayes

The imphcations s ratepsyers of e Regloeal Casocil 1aking
o additiznal detd 1o enstiz Port development are set tut 20
the following page

Reducmg fledbility for core Cownctl services

Alangsige the impact on atepayes, o the Regimal Cauncil
wis to bomew o significantly redece the Pore's debt, this wor
take Eotrowing very close fo s mits, The Regmnal Council
would have very high dabil levels 3ed wauld net hi 1he
rapacity be bomaw te fund the core tunclions of the Regienal
Cauncil if addtional resowrns was srpaatly required, such as
through respsading to a natural disaster,

The Reginal Council borrowing oo wosdd see high levels
of debt, rates fises for ratepayers and ssgaificantly redoced
feaibility 10 partorm The cors Fenctions of the Regional Caunc
that ratepayers and the peope of Hawke's Bay sapect

Managing conflicts

New Zeatand is B small coontry 18 which maiy peoph
know eazh other, ln seakag bo transfer an ownership
stake in an asset thers 15 Adways petential for conflicts
ol intéress to ange

The Regional Cowecil and its adwisces will be wgifant
areund (deatibpeng recording and 1Ren managing sy
potential ar raal coathicts of mterest associated with

any transacton o contract.

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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Attachment 1

this section, we provide some detail around each
f the four proposed options, including how they
ne up against the Regional Council’s objectives of:

securng funding for the Port’s development

Option A:

Retain full ownership and control

SE pul to the pespl

pgsmg o retain 100 swaership an

spardless of wiwether i i3 thmugh more debt or direct rates
sreases older this aptan ratepayers will b requirsd 10 fund
& Port's develapment thraugh thair rates

e anly wable may to fund the Ports groweh mith some debt
wid be fos the Regional Cauncil o barow $86 6 millian from
&Ll Goverament Funding Apency # an assumed indess!
I2 of 3.6% oves & decade The Regonal Councll woukd thes
#8 this capital to the Port, enabhing it 1o signihcantly raduce
icurment debt and begim investing with new bomosing and a
san bataece shest

& Reganal Councill would be botrewing manzy te injact
rectly oo the Port. The cost of repaying Bo ssdiions! 385 6

etain full ownership and control
201828 LTP Years

Dividend if Council reduces Port debt* 3
Long Term Plan Forecast Port Dividend' t ¥
Cost of servicing $86.6 million over 10 year term
Average cost per ratepayer

Avarage impact on rates

ssames 201578 LTP dwidend palcy urtd FY 71

Retains
operating
control

Delivers
sevelopment
funding

Option A
Funding Port
development via
rates { borrowing

YES YES

FY1R/13

22, §F% paysut et rhosaadter

Should

ratepayers pay
for the Port’s
growth through
rates?

million of Sabit over 3 facade is apgemamatety 3103 milkion. if
these was 3 hank that was o eed o laan this meney so a

J0-yeeat asis, ab sn sssumad B inlenest rate, the botal cost
would be $187 million

The cost te the eatepsyar of birroweeg an additienal $35.6
million ser the mine remaining wears af the Regional Council's
J01R-78 LTP i5 an adddional $

with & 45 7% tates increass net peac This 45 2% rates
Increase weuld came an g of Bhe B average rates (ncreass
sat qut in the Regunal Councils 201828 [TP This woulkd
increase reetape rates m 0] 5-2020 by approwimately S3%E

L

on average per rategayer

This would fake the Regional Cogecil vory chise to its manmum
debt position. IS mmgomant o note heve that if the Regonal

Council was to home to sipsaficantly reduce the Port's Sebt. @
would expect 1o receswe hegher dwidends, mhich partially ofiset

FYig2o FY2uzi FY2ua

Value of Maintams
retained

ownership

Retains
majority
ownership

Capatal
rebeased for
Ieinvestment

NO
CHANGE

full

YES NO YES

DwnEes han
w s g

FYiaial Y234

service lovels

baetewieg woukd
redire Tled ey
% teal wth

ltem 9

The option of funding
Port’s development via raf]

—

the debt Cosk and minimise Tates dmpacts. The tadds befow

reflects this growth in projected Port drvidends to the Regioed -
Coungl

e

Ever iF the Port wss o stop paying & Shidesd to the Regona E
Counc — which would again directyy irpact ralepayes — the

wowdd st meed to be further bormowing given that the new c
whart the Port pequires nesds te bepm coastruction e 2070

Mastainiag 100%, cwnership snd control il fapecting
fategayers 10 tund the Port's ziowlh IS aof the Renonad
Counci's praferred optian_ Takeg this course of sctia will
plata a very real burden on some ratopayers. |t wi further
mncanteate the fegional Councils mvestmant risk and

Attac

compramise the sbility o the Reglonal Cowneil o manage
unforeseen challenges In the futurs

FY24525 FYIvs FY26/27 FY20iee | LIP TOTA

$145m | $iS3s | $173m | $179m | $133Am

$L1.3m $il V $11 8 . $1238n ' $109.9m
} A1 3m $161 ' $23m
$ z : 41 ' $950

Diwdond palicy assumed o the 200828 3P was $10. e grown 3t 2% pa

Dwversities
Investment
rss

Imgact on
Council
tebt

4

Impact
on rates

$

Aotianial
Coonci

NO

ArongusEl
ments

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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This is the
Regional Council’s
preferred option

Should the
Regional Council

float up to 48%
of the Port on
the NZ Stock

Exchange?

ltem 9

Option B: Up to 49% public share offer

$IBIM _  SB5.6M PORT DEBY - STIMSALE — $83M PROCEEDS + $239M VALUE OF

AASRIPO: paisen T SIGMIFICANTLY REDUCED — COSTS 10 INVEST RETAINED OWNERSHIP

it Regional Councel’s pretecred option is to float a
inority stake of up to 45% in the Poct on the New
saland Stock Exchange (NZX). Private investors,
clisding Hawke's Bay residents and Post staff,
wild have the opportunity to buy and trade shares
the Port. The process by which shates would be
eated and listed on the stock axchange is called

i knitial Public Offer (PO,

& option of Soalng 3 minonly stake in & port 1% a0l few

& Port of Tawranga has thnvad under 3 simitss model, sits
counced gwnes retaiming 53%, ownership and other prwate

mstors omning 45%., Under this model the Prrt of Tawanga
& b wiry seccessiul, delnvering its counce awned and

1er privats saasstolders signilicant incneases in refurag,

The Reguoal Cauncil's preteerad option i the same a3 fr
tha Port of Tauranga, with the Ragiosal Cooncil retaiming
mapeity mmniership i the Pet

et this ophon, best market peactice wauld hiave an
jependest (man-Councd appainted| Chaw of the Board aad 3
ajanty of esdepesdant directors.

past of poy mtroductios of metemai equity into the Poet

¢ Regional Coencil mill misin gowemance oweesight. Usder
& PO aptan, the fegionsl Council will etain e ability 16
terming the make-ug of the Boaed ty voting on dimctar
pontments. The Part as 2 listed comparny will be sebjpct to
ormafion decdoseer rules and the Regianal Counca Shodd
pact the camet bevel of idermnation &5 provided ta ofhes
aremides

ubdic share offer of 45% stake in Port
t018-28 LTP Years

figures presented hare around thes opfice refate bo 3 45%
share sake - sne assumplons on page 15

Linder this option spprosmately SIET milthon of capital could
be raised. The assumed vabeation fov 8 minteity [P0 ts higher
than Sor 3 mmonty 5a% to @ Segle investor dus te higher
waluabiens Bhaky 1o be applied by equity marked poriinin
irvestory.

Hased on conservative shimates, altes 15e Poet's $86 6 million
of current dett had been sigmeficantly rrduced, and sake cists
tad been deducted. these wauld be apprasiaratsly $83 million
to meimeest With these procesds. the Regional Councl wonkd
establish & futwre dmestaent fund’ in which the capital was
'ning fencad’ and th investmenst proceeds e it weuld,
subject to matkat coeddions, moee than match the current
dividend flow from the Port

This soenans s based an 3 cansersalove assumplen thal (0%
of the Port's net proht atter tae [NPAT] IS pakd sut &5 dividends.
Ay decisions around the dividend payout ratis adter an IPO
woald nead te be taken by the new Beard of the Peet.

linder this npling 3 i$ torecast %t divdeénds plus returns
Tromi Sals proceeds would escied 201E-2R LTP Port divdend
fosacasts ty $14.3 maan oves 1 penid. Thess would sod
to 3 reserve fund wiech provedes 3 fnancial buffer agamst
patential market wolatility. Under this scenar tham sould be
% impact on rales aad &) impact pe debl

Under an NIX stwg of the Part, If the Port Boadd of Difectors
determinad bo invest further capital is the Fort's growth,

the Regwnal Councd wauld be obliged ke do the same o its
shareholding w the Port woedd be diluted by the contribwtion of

Fowis | e | e | poar | rmm | mows | Pns | e

capital from the minsrity investns

I denision to Roat 3 minnrty stake m the Por, the Regiona
Council may choess te s2il less than 49% o provde 8 majeet
omnership hofter,

One of the atiractions of sn M2X listing is that incal investars
woirld hawe an spportumsty ta take 3 deect oanership stake in
the region’s Part and shace m A5 surcess. Uoder {s pmpesa
the Regional Council would consides how 16 pripeilise 3ccess
to shares % the kcal commundy and Port staff. One of the
attractions of this aptien, 35 spposed fo the leass option (paj
14), s thist thee Regionad Council refaiss o commescial wepas:
103 prowg Steategic assel.

This option satishes ths Regions! Council's pbqective of —

dwersifying Investment fish, retaining magmnty owsarship ani 4=
costml, and providing the fusding that the Port requines. €

()]
 Why we like this option &
Floating 2 stake in the Port of up 10 43% on the local C
stock exchange Is our preferved option because:
it raisen the forids to enabile sur Port to grow
* it profects ratepapers fom falas fisss
® it diversities the Reglsnal Councils investments

Attac

it retaias majority community ownership aad cosrol
# contioues bo provide the Regional Council with 2
stako (6 a growing assol

* i emabies Pont stall snd the sl commundy to
deectly invest in our Port.

Pt | Fraiae | o ton

Long Term Plan Forecast Port Dividend* Tl g $hikdm $104m S0 5 SEEL S Bit tm $itam $tltim $1LEm ] $1308m | $1008m
T V- +- + 4- -+ +

Post Sale Dividends + Retums on Proceeds' | | $120m | $317w 1% | $iam $15m | §133m | $lde | $14Em | $1142m

Impact on income WR §LAm $1Em $ii= b L $l.2m L¥m $7 &m ‘ $14.3m

Impact on rates

wednal pedicy aayeised |8 Phe 200578 (TF wak $10 e givwe o 73 pa

Volivers

gevolopmant

funding

0 danracy an saies

retan

majority

§2.5m {
1]
|

e ol i 66 v Lok Dier caicuiatidl 88 55 e on e approe BRI ncenaed [gimat 41 75 gal o 5% whari of Pert Doadiarki i 3 GO juwen! rite,

Option B
up to 49% Port YES YES YES Approx. Approx. NO NO NO
sharemarket $83m" | $239m" YES IMPACT VES IMPACT | IMPACT
listing

wnters based or modelting of 3 45% sale of shaves, and in Fswimations x deto et w page IS
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S14T™

Rt 45% SALE: RAISED

reder this aption, up to 49% of the Port would be
d 1o an investment partner. This partner might e
single investor o¢ a group of enfities.

e Baw partner maald have ssats on the Port Boand bet
anty swnership 2nd contred of the Port would remain with

& Segional Council

1® 38k of 3 mmonty stabe would enatée the Purt's long-term

owth - peimanly through significastly reduciag the Part's
ireessk debit, snabling the Poit 10 resume svistag ia it s Yyl
th

edends tooam the Pod's pednimsncs would bé shared amsag the
w shareholders, Foc examiple, 4 3 45% stake in 1he Port was sold
angther investor. they woukd recotee 5% of the dwidends

pures presested here around this aption refate to a 45%

monty sale - 5o assumphions on page 15

ale of 45% stake in Port
1018-28 LTP Years FY18/1%
Long Term Plan Forecast Port Dividend” $1.Um
Post Sale Dividends + Returms on Proceeds'

Impact on income

Impact on rates

widbad iy aviwnd b1 D 20188 (TF wan $E00Rer oo of 15 ps

Retales
operatag
control

Doltvers
devalopment
funding

Option C
Minarity sale
(up to 49% soid
I investment
partner}

YES YES

&

Hembers based oF moletiisg of b 35% Sale ol sharss, and on 3ssamolicns a5 defaded 30 page 15,

$86.5M PORT DEBY
SIENIFICANTLY REDUCED

Should the
Regional Council
sell up to 49%
stake in the Port
to @ minority
investor?

SBM SALE -

COsTS T0 INVEST

Consarvative estimates Suppast that the sale of this stake
tould penerate approsimately $147 million M the Port's current
$R6.5 millise deb! 15 significastly reduced and costs of sale
geductad, tis miuld leree sposacimately $52 million 1o be
feHve s

With thase prozesds, the Repanal Councs would establish &
‘future investmant fund’ in which the capital was ‘ning fenced
o fareed the Bas ol & share of Part divdenids Undes this
scenarks, hased on tinancial mogelling, then wiuld be & very
madest shortfall in Counce revenue, leading o spme small
rales INCTEATEs In SOMe yeaTs

fble no suiplus funds are espectad under {hes scemari, it
Aty sueplus funds went o be genarated abave the 2018-78
LTP's dividend assumplaons They woukd be ussd 19 crate o
resarve fund 1o provide & financial hutfer against petential
market volatility

Y1970 FYav I A reir] FiIies
S0 3 $1i &m $110 &1 $ 1610 2
3418 SN T L4 18 0 o
¥ $10 2m

Yalue of Naintains
retained Council
owngrship InCOTR

Retains
majority
ownenkip

Capttal
released for
reinvestmenat

Appron.
$52m”

Approx.

VES $239m°

YES

$52M PROCEEDS

ltem 9

A minority sale is a viable option b

Option C: Sell up to 49% to an investment partner

+ $239M VALUE OF
RETAINED OWNERSHIP

The option of 2 minority sake woele diversify the Reginal
Council's derect investoent rizk papasuse and would Silate th
Jewwed of et awmedshigs o The Port. The minteily gariner Do
Alsw expact pratachion Hghts an signihcant decisions, includi
around Strategy, investments and @rector regeesentaban.

e the s8i8 wauld be of 3@ minnnty, non-<oilrailmg

wtake in the Poet, invasions wauld Ikely pay less than

for ¥ coatrollin r full walos of the Port =%

uilibiety ta he cefected (o e sabe o 5 minmwity staks to

Attachment 1

AN ITVeSL M DRI

FY2425 | FYZUMS | FY26/2Y | FY2128  LTPTOTA
fird $1Lm $104.9m

5 £ $1040 J $99.1m
80 i $0.9m)

Thha otanri 08 presedy Nt toes Sviuddted a8 55 s o the dpapean. 35000 eemived (gaowesl 3 7% il + % whare of Paef Dnvideedis o1 4 BON pawad 1idis

lmpact on Diversifies Imgact on
Council L il

|mpact

on rates

service levels

YES YES

ITEM 9 OPTION SELECTION DECISION ON THE CAPITAL RESTRUCTURE OF THE NAPIER PORT
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Should the Ragional
Council lease the
Port’s operations to
a private investor
for up to
50 years?

A lease model is a viable option b

c/

$466M _ $86.6M PORT DEBT
RAISED

pe final optsan tor considesation 1§ contracting the
weration of the Part 1o a pevate investor thiough a
ng-term [up 1o S0-year-long) operating lease.

EOpEAting Ea%s madel 1S commaor i Whes parts af ths

1wid where grvemments and kosl sutherities face the same
allenge - how to fund significant mérastroctium investment
e 1o g swntsship il ¢ ity asuets. Manyof the
15 01 fustrakia ace operated wnder this mods, ussaily undes
-85 year ases

yder an operating keass, the Regional Council would coatract
e aperation of the Port ko an opesator in eachange for an

ifrant fee, of & paymen! programae gver loee, The Port relsas
sakde owmership of the land and e 3ssets and at e
ozlusson of the leass periad the Port 33%ats are handed back
the Reginal Council of re-leased

1der this model, ihe new mvesion moeld be requinsd fo fend 3l
the Poet's imestanent in s growth in addition bo an spiron
& for the right fo run the Poat

152d a0 a0 assumptien of 3 S0-peac opeeating lease it is
visaped that the upfront 1es paid b the Repanal Couacil

1 the right fo operate the Peet could e xpprosmatedy

&5 million. ¥ the Port's currest $85 & million debt was
anificantly sedeced, thes coukd leave the Regienal Council with
iprocimatedy $366 million to reinvest

1dex thiz apbon, preceeds from the ase would be split between
¢ Ragional Cosncil and s imvestment compary (HBRIC e
1or to minimisa ta liabilities ana maximise net procesds.

D-yaar lease of Port operations

t018~-28 LTP Years
Long Yerm Plan Forecast Port Dividend*

Fotal Return on Proceeds Invested
Impact on income

Impact on rates

redond poicy anseed i 10 03528 IF was $18.00 groan ot 7R g

deve 3 J tin
lunding coutrol

Option D
Long-term lease
1o operator {for
up to 5 years)

YES NO

SIGNIFICANTLY REDUCED

Frigng

10 e

COSTS

With Ihese proceads, e Regonal Coencil would 2stablisy a
future investmeat fund’ in which the capital was ‘nng fencad’
and the investment proceeds from i would, subject to

market coadifions. exceod] the curment 201828 LTP farecast
dividend Sem the Por.

Under the conditions of 3 markes dawntun ar 3 natural disastar,
the lease sgerater would Se respossibie for reconsbruction of
the Port and the bee it bad paid b the Regional Cowecil is son-
retundable

This sgtito delivers the most capital o the Regionst Council and
retains sbsolute community oanzeship o the Port. It enatdas tte
Port's desedspment, Srvarsdias investment risk, and more than
adeguately continpes b offset the forepome dindead bissed on
cutrent assumplions

However, under & 23w mode, the Reganal Cosncil wauld

v up opeeational controd of the Port for & long time. Whde it
woukd nepetiate 3 range of conditians imo the contract with the
opesating party. the Regmnal Dovecil s concamned 1hat the (kase
ot ract would bind future countis 108 woetd be signed tor &
penod of up 1 50 wears, regardiess of the changing commerciad,
envirenmental and secial coateat,

¥ cannot anvsape mhat the raxt 50 psars will hold and the

fegiosa! Counid 1§ ] ptoul

et prind tor that ¢

aneers

P g 3 coniract bor

1

Adaitiaaally, whste the Regieea! Counce anticipates strng
domestic investor interast @ an B0, 4 would sxpect potentially
greater hewels of o shom mtecest in the lease option

| FYIaTe | FYaem | FY2NZZ 0 FR2A | FYIOM
St 7o SRR §1i 6a $10.%m $114m
54w $1S Tme $1E b $16 dm $EE. v
5 Ia 35l $5 4 $5 S $5.5m

fik opany I

retained

ownership

Approx. $49m
YES | g3ggm | resdust  YES
hoak value

Option D: Lease Port operations to a private investor

_ SI3MSALE _ $161M PROCEEDS | $205M PROCEEDS
= HBRC TO INVEST| HBRIC T0 INVEST

$49M RESIOUAL BOOK VALY

+ OF RETAINED OWNERSHIP

A dong-term lease achieves:

mactmul valpe misase

G

& heved 0f conleok by legad pantaact) and
100 onpeing swnershup of the fand and assaty

o significant capitat for Port dewelspment

a  continuabion of Regronal Caunctl inceme
{on the hasis thal saie peocids s ceiovested

o educed HSk expidune

Linder 1hes mods Mhers &5 slgament of commercial intenests.
Al padties would be concarned that the Paet theives, grows ant
activety suppeets the growth of the ragion. Howeer, 3 lease
oparatos wanld need 1 beoame i partner with the Mawke's Bay
community and sctasly demonsdrate s commelinest 100w
regios and aur valees.

The Regiona! Counce appraciates that denisins arand

het Port 3ee mace tham sial gum

fo et Poet. thar vemportands of poates wnd i
JoTiBrStp wie el i 1S 35580 A st 38 sEadicant
10 CansKE

ltem 9

+—

c

Wi 3 lease model wauld Saliver the best financial mt:qm—:‘;(

180 Reguwnal Council wasts by mfain commersial exposare to a
Rrowing strategic assed. The Regionsd Councl i alss conceme
around values sxgament and the importance of gnsunng &
car and duect connectian between tha Part, its statf, the ford
ommunity and management. & is for these reassns that an
wperating ieise is ool the Regoaal Council’s prderred option

FY2425 | Y226 | FYI8RT | P26 | LTP TOWAI
$11.3m $11 5m 11 Em ‘ b L 51089
£ 0m 3104w 317 Tn $1E0m . $150 5,
$5m $5.8m ' $59m i $ . $506m

Diversifies
Imvestmant
nk

impact on
Counci

Impact on
Councll

NO

IMPACT

YES
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LTP Amendment - How will this affect
the 2018-28 Long Term Plan(LTP)?

The 201828 LTP was adopled on 27 June 2018,
It ks avaltabie at hiwe govtnz, search: 8LTP,

The Regionul Council must consult an any amendments
to Its 2018-28 UIP.

I the Regional Coancil goes akead with what tias beea
propesed. the 2018-28 LTP weald reguire amendment

The propated amendment includes changes to the foliowing
suctsans in the 2018--28 LIP documant:

Financial Strategy (Part 5

Statewmt of Firanciaf Pasition asd Furding Irepact Statement (Part 6]
Treasury Policy (Part 1)

Reverae and Financag Policy (Part 7)

Statement of Council Controlled Organisations Poicy (Part 7)

Signdicsat Forecasting Assumptions (Pant 7)

The amendad pages frum fhese sactonm in the 2018-28 LIP are included in the
sapperting information o Whe govt =2, search Foupart,

Assumptions

The Regional Caurcil bas made the followisg ssumptions thesugbout this process,

which apply to all opfions. unkess it 18 elaar that the sssumption selates to oo o Mo

oplioas vy

o Based on pesjections and forecasts used, I Is assemed there weuld be no
requezments for further capitsl injecticns. Capital raised at 1P would s
safichent to enstie the Purt 1o tend ts strategee plan.

o Alrsssaction will net pesceed Il (he Kegional Counca's eapectaticns afe 20! mat.
The Reghenal Caurcil i fully estitled t e oc walh ansy feom sy tearsachion
far any reason proe 1o 2 ransaction being conclutded,

o All procseds raisad from the PO, minanity salo or lease, atter costs of the sale
are paid and Pert debt is rduced or cleared, a2 passed theaugh te the Regionad
Council or HERIC aad invested info 3 Futere lsvestmant Fund at 2 rabe of 5%
relura.

e Whoto s docunont referonces owanrship, ths akso includos shaves bobd by
HBRIC oo the Reghonat Courcil’s behall.

@ Expacted retuens on proceeds froart fhe s2%e, ower 3ad abowe cormmt 2018-28
LIP farecast, will be ased to create a raserve fuad fo protect the Council sgainst
mathe! volatibty As & result there ts n2 change 1o levals of service.

No adverse tan consaguences afise.

The prapesal decarnent discisses a bansaction date of 1 July 2019 The Regienal
Cauncil reserves the right bo mave this proptsed date &5 fequired in respanse o
changing canditians aad in order $o profect value

o The Regianol Council retains the sbility to estaslish the appropriste structures to
managr the transaction aad the Reganal Cowscils continaed ownership positicn
i the Port, such a3 the possibiby of creating 2ew hoiding entities or corperate
sructures as sequired

@ Far the parpose of modelfng, the Regonal Covacal has assemed a 45% stabo
i the Pt wikl be sold under Optians B and C. The actual pescentage that would
be tald ceuld be moce or hess. but is subject fo the abowe assemption abaat the
Reginal Covscil rtaining @ majority inferest m the Port.

o The grapesed draf) 201826 LTF ameniment have bees prepared on the hasis of
2 &5% stake in the Port being sald under Option B,

= The prelerred optien in thes pespesal dhacument is far the Regional Council to foat
an up o 45X, stake in the Port on the NZX. The Regiosal Council reserves the
right te move the permardags being fnated i respense te vanables, mciuding
minthet conditions. However, the Regioaal Council will not fost mare than 85% of
The Porl in order 10 pestact a magority ownership pesttion.

@ Fmancial sssumpbong used in this Socument are Based on cerrisl mformaticn
ta date. In garticular, valuations and cest of sale assumpbans ae based on an
independent review. These are estimatas based ca best isfsrmatios and cauld be
sulject to chaage.

o Alrsasaction it sebject 10 3l spplicable regutatory sgprovats, inchding NZX
faceign Irvestment and compelitios appeovals

O fan aan

To the readers of the Hawke’s Bay
Regional Council’s consultation document

Independent Auditor’s Report on the proposed
amendment of the 2018-28 Long Term Plan

i am the hasdibor-Generals appeinted sediter for the
Howie's Bay Regional Lowacil the Cosaci]

| have apdded the infrmadics in the coasultation
SRument 220u! the rogased amemiment of the
01828 Lung Term Plan |LTPY, esing the stafi and
sesaurees of Audit New Zealand. 'We compheted duf
audit on 3 October 2013

Opinion

fa my upénice

o e nkarmabon ik ihe aniuitatien decussn
about the progosed amendmieat of the LTF
prowitis an effectae bass for publc paicipation
in the Council’s decisions abaat the proposed
BEEndnen, hecause it

o fairly represeats the masons for asd
mplications of Ma proposed smendmest;
2ad

o dendilies and explaing the main ssues and
chuicas facing the Council and the regios,
sedated 10 the propesed amendment, and

o the mlmmabon asd assumptions psderdying the
intermation io the conseftation document related
11 the propasad smendment an fpascaable

Basis of opinion

Wz carmied ol car work tn 2ocordance with the
iternational Standand on Assutance Eagag
iNew leatasd) 200 [Revised) Assarance
Engagements Other Than Sedits o Risviews of
Histaricad Financis! Information. In meeting the
peauirements of 1his standaed, we logk s sccsunt
particatar slements of 130 Aediter-Ganzrals Auditing
Sandards and the Intematnnal Standsed an Asserarce
Engagements 34D0. The Esaminatica of Prospective
Finaecial lxdorimatian Mhal wee consistent with thase
reqiinaments.

W assrsend e pvidence the Cauncil has 1o suppord
the information 2ad dischesess i the consultation
dcument To select apgespriate audif procederss
wa assessad the risk of matenal misstatement and
the Council’s systems and processes apphyisg 16 15
geegaration of the proposed ameadment.

e did oot a5 part of gur aedit work, evaluate the
security and controfs meer the publicatsan of the
conselation dozument

71
/S

Stepten Lacy, hudd New ealamd

o

)
s -
e

-

Responsibilities of
the Council and auditor

The Council {5 respoesibie for

anpting all legal moueements relating to s
procadures, decisims. consetation, dischiswes
aad gther actions assotated with praparing sac
fablishing the Ccossulation documeat waethes |
grinded or phschosic form;

o bavieg SyAtems and processes in pace 1o provic
the sepporting information aad analysis the
Councdl ne2ds be be able b prepare 3 cansultath
document that mest the prposes set out in the
Locs] Goversaest het 2002 (the Act), and

©  ensuriag that amy foracast financial information
being precantid has besn prRAATEd i ACOMEMM
with generady accepted proounting practice =
New Jealand

[ am respoasibi for reparting an the conswilation
document. 2% sequired by seciion 330 of the Act §
d0 2ot wgeEss an wpinia on the merns of amy palicy
cantent of the coasuRation document

Independence
and guality control

In carrying zut our audit, we complisd with the
Muditor-Gosaral's;

o adependénie sod other stacsl requirements,
which mcorparate the sdependence and ethical
requirements of Professinal and Erhical Stands
1 (Rewvised!; and

o geality contred reyuitements, which incorparate
the quality control requiremests of Professionsl
and Ethical Standard 3 (Amanded)

In addition % thes repart oa the Counce's consultater
document g ali Rgally sequired satemal audits. we
hawe provided an asserance report of certain matten
m raspect of the Cowscils Debeatoce Trust Dend

and an agreed wgon procadures assipament reiating
03 tonfract hétmees the Council and the Accident
Campensation Compoeation These assgnmests are
compatible with thede inSependence mouotments
Other than these assignments. we have no relatansh
with or inlerests in the Countil o sy ol its
subsidianes

O betalt o the Auditor-Genesal, Wellaglon, New Tealand
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Our Port - Have your say Consultation Document

Attachment 1

ell us what you think

s lor
s lime VE your Once wa've heard from you, we will

101 the

e 1he be a past in Napler Port 1

reqce |s for a sharemarkat hsting of 8 minonty

ske in the Port, however we are committ and genuine

f
nsultation, We are open to feedback on any of the four epbions

fore we ma%e a decision

welcome all feedback from across the Hawh y Communty
from Central Hawke's Bay, 1o Napier, Hastings and Wairoa — of

est option to imvest in vaur Port and grow Haw

e

iave your say on this <
lecision for our future

1 Regional Council wants your fesdback oo four cptsons
o the best way to
nd the future of Napees Port and spread investment
ik for ratepayers

incHiding our prefermed pption

+ o] wour Feedbach by 4pm on Thursday 15 November 2018

summaty 11 3l Sutmissons will Be published on the
rwhe's Bay Repanal Counct wabsite on 28 November 2018

o wish to speak to the Regional Cauncil sbaut wour
bmasson, please rote thes and we will contact wou to
range & time fte you ko peesent. Dur hearings will be held

b December 2018

For more information

Ther: is detailed supporting information on
the Hawke's Bay Regonal Councit website:
hbre govtnz, search: fourport

Capital Structure Review
hbrc. govt.nz, seasch: fosr

Long Term Plan (LTP)
hbee govi nz, seasch; #LTP

Ablication Mumber: SO26; ISBN Number. 9788347499715

@]
RE

Online:
Gree o5 your feedBach nnline
hive govinz. search: bourpon

Filll ge auir simplé anling doem - it's sasy

Social media:

Camments made theough the Seliowing
channels will B¢ privided 10 Councillors
35 winttes teedbalk

o pur Facebook page: hbregionalcouscll
o send & text te D27 445 8290,
start your test with “ourpon

In writing:

Written submissitns can ke

emaded Lo uurplan@hbre govi.ng

o posted fo- Hawke's Bay Reglonal Conncd
Private Bag 600G, Nagier 4142

Loide Jor aur displigs at oal libranes scmss
the reglon s Regional Countit offioss in
Napier, Walpawa and Wasrna

{33 1o hbre.govi.ng for vavyliung you
nead, inctodig this copy of Our Port,
atting informatioe and be Zive us yaur
b anling

If you have any questians, dreg an emadl 1o
ourplan@hbre govingz

See us at the Shows

Hawhe's Bay ARP Show: 17-19 October
Port 3nd Regional Council statt will be at the

Pt desplay. Drogt by and hinee 1 chat

Central HB ALP Show. | 0 November
Regioead Cogocil staf hawve a font

Came sad i us bo Sad out morne

|

-

-

A

v
ﬁuw«_
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qlr‘j.a
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/?-
vl
.;\':A ]

Drop-in sessions

Come and falk 10 a3 at ane of sur Sup-io sessmns
This is your chance be spaak to staft aad Cooncillees o=
Coentral Hawke's Bay — Thursdtay 25 October, 3-6m 4=
Chac Theates Saug

i4 Nesthumbedand Strest, ‘Naipubsrau
Napier — Monday 29 Bctober, 3-Bpm

Regional Council Chambers ¢ &rin Room

Dalton Street, Napsr

Attachmen

Hastings — Tuesday 30 Dctober, 3-Spm
The Leynge, Hastings Bapbist Church
Cir Karsimy Road South aod Lyndon Road, Mas

Mavelock North - Thurstlay | November, 3-6pm
The Lantern Gallery

Haweleck North Functin Centes

30 Te Matz Road, Havelock North

Flaxmere ~ Twesday & November, 3-6pm
rlasmere Community Centre

J0 Swanssa Head, Haxmens
Wairoa - Thursday 8 November, 3-6pm

Prestenan Church {punge

SE Quesn Strest, Waeng

We need your feedback H

4pm on Thursday 15 Novembe
This includes online, ema
hand-delivered a

postal submission
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