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CHAIRPERSON'S REPORT

TCAL has been operating the aquatics network for six years, and this is the third full year of directly
managing the operations and service delivery of five aquatic and leisure facilities.

The Mount Hot Pools has been a focus for the board over the past year, with the emergency works
being carried out due to leaking pipes underground. Refurbishment of the hot pools is being currently
carried out at a lower level that was planned under the redevelopment that was lost to resource
consent. This is such an iconic site and one that we are proud to have in our network.

Greerton Pools continue to provide a facility for squads, learn to swim and general public. It is currently
undergoing some much needed painting and maintenance. Clubfit at Greerton is the smaller of the
gym facilities. It is well utilised however we would like to make this facility more accessible to more

people.

Otumoetai is predominately used by Otumoetai Swim Club (OSC) and Otumoetai College 26,800 visits,
with some 21,000 visits per year by the public. Currently in the 10 year plan is the option to vest this
pool to OSC and discussions have commenced around the viability and interest in this option. Whilst
not in the 10 year plan, the board recognise that a new facility in Tauranga West will be required in the
future.

Memorial Pool is the only outdoor pool within our network. Open from October to April, this is a
fantastic location and it attracts 25,200 visits during its season. Strategically there is plenty of scope at
this facility and the board will be focusing on what we can utilise here going forward to make this a year
round facility.

Baywave attracts 275,000 aquatic user visits per year. A destination facility with the wave pool,
hydroslide, learn to swim pool and training pool. Future developments in the 10 year plan include a 2nd
hyroslide, children's water play area and movable floor in the Learn to Swim pool. The improvements
will provide additional accessibility, variety and improved lane space during peak times as well as
providing a refresh of the facility. It will also provide activities for families of all age groups.

ClubFit is a premium gym at Baywave. We are currently waiting the arrival of new cardio equipment
and this will provide additional benefits to members with the improvements in technology.

We are proud to see the achievements that the high user groups are obtaining at regional and national
level — swimming, water polo and synchronised swimming. Itis pleasing to see the rewards of the hard
work they put into their training. There is never enough water space to accommodate all the squads
and user groups and in peak the periods of seasons, we can only accommodate 50% of their
requirements at some facilities.

A new initiative this year in conjunction with Sport Bay of Plenty and Swimming NZ was schools in
pools through the go for it programme. We delivered this program to 1,400 children in 16 schools. It
involves 10 lessons for each child, monitoring their swimming ability throughout. This is set to increase
next year and is such an important skill to be taught, especially in our Region with beaches on our door
step.

Understanding the condition of our facilities is important. To this end we have completed an Asset
Management Plan and will continue to work with TCC to ensure assets are monitored and scheduled
works completed.

Warren Banks and Michael King resigned in September 2011. Michael King has been involved with
TCAL since its inception and has provided a wealth of industry knowledge to our business which was
invaluable. Warren Banks was Chairman and led the board through the difficult economic times



including the hot pools redevelopment. My appreciation and thanks to them both for their dedication
and work during their terms.

Hemi Rolleston joined the Board in April 2011 and resigned in May 2012,

Ken Paterson, TCC CEO was appointed to the board in September 2011 and remained a Director until
his sudden passing in June 2012. Ken was leading the CCO Review and was also part of the TCAL
review that commenced in January 2012. Ken showed a passion and enthusiasm to learn and
contribute to the ongoing business development of TCAL.

Councillors David Stewart, Wayne Moultrie and Larry Baldock were appointed to the Board in February
2012. They have shown a very keen interest to understand the business and their support of TCAL
and the staff has been appreciated.

The board have undertaken a review, as resolved by TCC, of the delivery of its operations and
maintenance. This has involved a Request for Proposal process and evaluating the outcomes of this
with the status quo operation as an option. This process is currently paused until the TCC CCO review
has been completed.

The board wish to acknowledge the CEOQ, Tania Delahunty and the staff of TCAL. It has been an
unsettling time throughout the review and the staff have continued to met targets, service customers
and maintain a level professionalism, loyalty and commitment to TCAL that can only come from their
passion for the industry and the organisation. Thank you.

We also wish to acknowledge the assistance and support we have received from our Shareholder,

Council staff and Elected Members. We will continue to work collaboratively together to meet the goals
and needs of our Community.
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Shirley Baker
Chairperson



CHIEF EXECUTIVE OFFICER’S REPORT

Tauranga City Aquatics Limited (TCAL) was formed in 2005 and has managed the aquatics network, on
behalf of Tauranga City Council {TCC), since 29 June 2009 after taking over from Leisure Co (LCNZ).
LCNZ was subsequently placed in liquidation on 13 July 2009. These reports represent TCAL's sixth
full year of trading.

Operations

Included in the network of Aquatic & Leisure facilities are Baywave TECT Aquatic & Leisure Centre,
Greerton Aquatic & Leisure Centre, Mount Maunganui Hot Salt Water Pools, Memorial and Otumoetai
Pools. Along with this TCAL also operate two health clubs being Clubfit Baywave and Clubfit Greerton.

User visits across the network decreased slightly from the 2010-11 year. Predominately this is the
result of the closure of the Hot Pools for emergency maintenance works, which impacted user visits by
50,000 from budgeted visits.
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TCAL continue to benchmark themselves against the industry through CERM (Centre for Education and
Recreation Management). Consistently we achieve above the industry norm, and for Baywave we

achieve above the upper quartile of the industry.

Tauranga City Aquatics Limited
CERM Results against Australasian Benchmark (survey undertaken January 2012)
Baywave | Baywave | Mount Mount | Greerton | Greerton
Actual Median Hot Hot Actual Median
Pools Pools
Actual | Median
INDICATORS: 2011/12 | 2011/12 | 2011/12 | 2011/12 | 2011/12 | 2011/12
Visits Per Square Metre 84 99 90 31 60 99
Total Visits Per Year 422,233 463,872 | 195,059 65,165 122,967 | 463,872
Surplus/(-) Subsidy Per Visit $1.01 -$0.43 $1.77 -$4.24 -$0.81 -$0.43
Secondary Spending $1.69 $0.32 $0.48 $0.62 $0.34 $0.32
Customer Satisfaction 83% 84% 87% 84% 81% 84%

The Hot Pools closure for emergency works highlighted for TCAL and its shareholder the issue of aged
facilities, many now in excess of 30 years old. TCAL is proactively working with its shareholder to
ensure all Asset Management Plan information is loaded into the appropriate systems, ensuring the
assets are monitored and scheduled works are completed.

Child Enrolments
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In 2011/12 Baywave moved to four shorter terms to match the school year increasing the number of

enrolments for that year.



TCAL Merchandise Sales
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Achievements

TCAL has continued to undertake business initiatives to increase both revenue and usage. A large
percentage of our costs are fixed and therefore increasing usage, both through off peak programmes
and offerings and new programme development, assist us in ensuring we maximize contribution to
those costs and manage the level of rates funding set by the shareholder.

Through Bayswim learn to swim, we have continued to ensure children in our community learn to swim.
On top of this, our Schools in Pools programme has attracted 830 enrolments for 2011/12 and is set to
grow in 2012/13.

Secondary spend, such as merchandise, food and beverage and creche, continue to grow and perform
well,

Financial

The audited results for the year ended 30 June 2012 show a deficit of ($230,000), (2011 $1,138,000),
after depreciation and debt servicing but before tax and asset revaluations. The rates funded
operational contribution to funding aquatics from Council remains unchanged for 2012 at $733,000
(2011 $733,000). On top of this TCAL received $2,300,000 funding for renewals type works.

A key aspect of TCAL's business performance is the commercial operations of the two health clubs. As
part of Council’s policy on commercial activities, TCAL is required to operate the health clubs in a non
subsidised manner.

With resource consent for the Hot Pools Redevelopment not approved, the work to date on design and
planning was written off to a value of $1,190,000. Grant funding from Council was received to cover this
write off,

Strategic Direction

The key strategic direction for TCAL, whilst under the CCO review process, is the delivery of year one
of the ten year Aquatics Strategy, adopted by Council in June 2012.

Once the review process has been completed in November 2012 and there is a clear strategy for
delivery of aquatics and leisure in our community, then there will be an opportunity to work with the
shareholder to develop a longer term strategic direction that is in alignment with not only the needs of
the community, but the desires and aspirations of the shareholder. In the meantime, TCAL will be
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undertaking some key projects for improved business performance and delivery on Council's strategies
and 2012/13 budget predictions:

Replacement of the Point of Sale system
Business case development for an additional hydroslide / water play area at Baywave
- Ongoing asset management replacements

TCAL will continue to provide safe, clean and fun aquatic facilities for families in our community to
enjoy.

Acknowledgments

| wish to thank each and every one of the TCAL team who work hard every day to ensure that the
facilities continue to be safe, clean, well maintained and fun for our community.

Tania Delahunty
Chief Executive Officer



STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2012

Note 201112 201112 2010/11

($000’s) ($000’s) ($000°s)

Actuals Budgets Actuals
Revenue
Operational Revenue 2 4,769 6,179 5,235
Grants 3 4,574 733 1,350
Other Revenue 4 45 40 58
Total 9,388 6,952 6,643
Expenditure
Personnel Costs 5 3,531 3,741 3,313
Other Expenditure 6 2,804 2,681 2,824
Depreciation & Amortisation 7 1,417 1,335 1,245
Gain or Loss on Disposal 1,295 114 0
Interest Paid 571 412 399
Total 9,618 8,283 7,781
Operational Surplus / (Deficit) (230) (1,331) (1,138)
Revaluation of Plant and Equipment (186) 0 0
Surplus / (Deficit) including revaluations (416) (1,331) (1,138)
Taxation Expense/(Benefit) 8a (65) 0 (313)
Net Surplus / (Deficit) for the Year (351) (1,331) (825)7
Other Comprehensive Income
Gains /(Losses) on property revaluation 3,893
Tax relating to other comprehensive income (1,081) 0
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 2,461 (1,331) (825)

The Notes and Statement of Accounting Policies form part of these Financial Statements




STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2012

Share Retained Asset Schools Total
Capital Earnings  Revaluation in pools Equity
Reserves Reserve
Balance at 1 July 2010 18,861 (4,506) 2,227 60 16,642
Net deficit for the year 0 (825) 0 0 (825)
Taxation on Equity 0 0 0 0 0
Transfers to Reserves 0 0 0 0 0
Balance at 30 June 2011 18,861 (5,331) 2,227 60 15,817
Changes in Equity for 2012
Net deficit for the year 0 (351) 0 0 (351)
Taxation on Equity 0 0 (1,081) 0 (1,081)
Building & Improvement Revaluation 0 0 3,893 0 3,893
Balance at 30 June 2012 18,861 (5,682) 5,039 60 18,278

The Notes and Statement of Accounting Policies form part of these Financial Statements
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STATEMENT OF FINANCIAL POSITION

Assets

Current Assets

Cash and Cash Equivalents
Stock on Hand

Debtors and Other Receivables
Total Current Assets

Non Current Assets

Property, Plant and Equipment
Intangible Assets — Software
Total Non Current Assets

Total Assets
Liabilities

Current Liabilities

Employee Entitlements

Trade and Other Payables

Tauranga City Council

Tauranga Energy Consumer Trust RPS
Total Current Liabilities

Non Current Borrowings

Loan from Tauranga City Council
Deferred Tax

Total Non Current Liabilities

Total Liabilities

Net Assets

Equity

Share Capital

Retained Earnings
Revaluation Reserves
Reserve — Schools in Pools

Total Equity

Q/K‘) G

DIRECTOR

2619 [0
Date

The Notes and Statement of Accounting Policies form part of these Financial Statements

AS AT 30 JUNE 2012
Note 201112 2010/11
($000’s) ($000’s)
Actuals Actuals
9 106 47
158 76
10 1,430 360
1,694 483
30,056 26,223
56 76
24 30,112 26,299
31,806 26,782
14 334 286
15 606 462
15 1101 0
15 0 4000
2,041 4,748
17 7,583 3,329
8c 3,904 2,888
11,487 10,217
13,528 10,965
18,278 15817
18 18,861 18,861
19 (5,682) (5,331)
20 5,039 2,227
21 60 60
18,278 15,817
V...JD U’\ el P
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DIRECTOR
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Date
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STATEMENT OF CASHFLOWS
FOR THE YEAR ENDED 30 JUNE 2012

Note 201112 2010/11
($000’s) ($000’s)
Actuals Actuals
Operating Activities
Cash was Provided From:
Grants 1,388 971
Other Revenue 4,669 5,023
6,057 5,994
Cash was Applied To:
Payments to Employees 3,483 3,414
Payments to Suppliers 2,931 2,629
Interest Paid 16 238
Goods and Services Tax (net) (178) 14
6,252 6,295
Net Cash from Operating Activities 13 (195) (301)
Investing Activities
Cash was Provided from
Tauranga City Council Capital Grant 2,272 432
Cash was Applied To:
Purchase of Property, Plant and Equipment (2,821) (1,606)
Net Cash from Investing (549) (1,174)
Finance Activities
Cash was Provided From:
Tauranga City Council Loans 7,149 2,881
Gain from Asset Sales 2
7,151 2,881
Cash was Applied To:
Repayment of Tauranga City Council Loans 1,794 1250
Repayment of TECT RPS 4,000
Tauranga City Council Loan Interest 554 161
Reserves — SIP
Net Cash from Financing Activities 803 1,470
Net Increase / Decrease in Cash Held 59 (5)
Add Opening Cash 9 47 52
Closing Cash and Bank 9 106 47

The GST (net) component of operating activities reflects the net GST paid and received with the
Inland Revenue Department. The GST (net) component has been presented on a net basis, as the
gross amounts do not provide meaningful information for financial statement purposes.

The Notes and Statement of Accounting Policies form part of these Financial Statements



STATEMENT OF ACCOUNTING POLICIES FOR THE YEAR ENDED 30 JUNE 2012

ENTITY STATEMENT

Tauranga City Aquatics Limited is a Council Controlled Organisation (CCO) as defined in Section 6 of
the Local Government Act 2002. The Company is wholly owned by Tauranga City Investments
Limited which is in turn, wholly owned by Tauranga City Council. The company is registered under
the Companies Act 1993 and is a reporting entity for the purposes of the Financial Reporting Act
1993.

Tauranga City Aquatics Limited was incorporated on 17 February 2005.

The primary objective of Tauranga City Aquatics Limited is to provide goods and services for the
community or social benefit, rather than making a financial return. Accordingly, Tauranga City
Aquatics Limited, as part of the Tauranga City Council group, has designated itself as a Public Benefit
Entity for the purposes of New Zealand equivalents to International Financial Reporting Standards
(NZ IFRS).

The financial statements have been prepared in accordance with NZ GAAP. They comply with New
Zealand Equivalents to International Financial Reporting Standards (NZ IFRS) and other applicable
Financial Reporting Standards, as appropriate for public benefit entities.

The financial statements of Tauranga City Aquatics Limited are for the year ended 30 June 2012. The
financial statements were authorised for issue by Tauranga City Aquatics Limited Directors on
30 August 2012.

BASIS OF PREPARATION

The financial statements of Tauranga City Aquatics Limited have been prepared in accordance with
the requirements of the Companies Act 1993, the Financial Reporting Act 1993 and the Local
Government Act 2002, which includes the requirements to comply with New Zealand generally
accepted accounting practice (GAAP).

These financial statements have been prepared in accordance with NZ GAAP. They comply with NZ
IFRS, and other applicable Financial Reporting Standards, as appropriate to public benefit entities.

The accounting notes set out below have been applied consistently to all periods presented in these
financial statements.

The measurement base adopted is that of historical cost.

The financial statements are presented in New Zealand dollars and all values are rounded to the
nearest thousand dollars ($ 000). The functional currency of Tauranga City Aquatics Limited is New
Zealand dollars.

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains or losses resulting from the
settlement of such transactions are recognised in the Statement of Comprehensive Income.



SIGNIFICANT ACCOUNTING POLICIES

REVENUE RECOGNITION

Revenue is recognised at fair value of the consideration received or receivable.
e Grants and Subsidies

Grants and Subsidies are recognised when the conditions of the grant or subsidy
have been met.
o |eases

Lease revenue is recognised on a straight line basis over the term of the lease

e Other Revenue
Products held for sale are recognised when a product is sold to the customer.

TAXATION

Income tax expense comprises both current tax and deferred tax, and is calculated using tax rates
that have been enacted or substantively enacted at balance date.

Current tax is the amount of income tax payable based in the taxable profit for the current year, plus
any adjustments to income tax payable in respect of prior years.

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of
temporary differences and unused tax losses. Temporary differences are differences between the
carrying amount of assets and liabilities in the financial statements and the corresponding tax bases
used in the computation of taxable profit.

The measurements of deferred tax reflects the tax consequences that would follow from the manner
in which Tauranga City Aquatics Limited expects to recover or settle the carrying amount of deferred
tax liabilities.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax
assets are recognised to the extent that it is probable that taxable profits will be available against
which the deductible temporary differences or tax losses can be utilised.

Deferred tax is not recognised if the temporary differences arise from the initial recognition of goodwill
or from the initial recognition of an asset and liability in a transaction that is not a business
combination and at the time of the transaction, affects neither the accounting profit nor taxable profit.

Current tax and deferred tax is charged or credited to the Statement of Comprehensive Income,
except when it relates to items charged or credited directly to equity, in which case the tax is dealt
with in equity.

BORROWING COSTS

Borrowing costs are recognised as an expense in the period in which they are incurred.
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GOODS & SERVICES TAX

All items in the financial statements are exclusive of goods and services tax (GST) with the exception
of receivables and payables, which are stated with GST included. When GST is not recoverable as
input tax, it is recognised as part of the related asset expense.

Commitments and contingencies are disclosed exclusive of GST.

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 statement of financial position.

The net GST paid to, or received from the IRD, including GST relating to investing and financing
activities, is classified as an operating cash flow in the statement of cash flows.

PROPERTY, PLANT & EQUIPMENT

Property, Plant and Equipment consist of assets including buildings, improvements, computer
equipment, office furniture/equipment and plant and equipment.

Depreciation: All assets are depreciated over their expected useful live. Depreciation is provided on
a straight line (SL) at rates calculated to allocate the asset cost less estimated residual value over the
estimated useful life.

Useful Life Depreciation Depreciation
(Years) Method Rate
Non Infrastructural Assets
Land N/A N/A 0%
Buildings 2-100 SL 1% to 50%
Improvements 2-25 SL 4% to 50%
Computer Equipment 4-5 SL 20% to 25%
Office Furniture / Equipment 8-12 SL 6.7% to 33%
Other Plant & Equipment 8-50 SL 2% to 12.5%
Vehicles 5-7 SL 14.3% to 22%

Valuation

Those asset classes that are revalued are valued on a three yearly valuation cycle on a basis
described below. All other asset classes are carried at depreciated historical cost. The carrying
values of all assets not revalued in any year are reviewed at each balance date to ensure that those
values are not materially different to fair value.

Buildings, improvements, plant and equipment were valued at fair value as determined from market-
based evidence by an independent valuer. The most recent valuations were undertaken on 1% July
2011 by Property Solutions BOP Limited and related to all buildings and improvements.

Tauranga City Aquatics Limited accounts for revaluations of Property, Plant and Equipment on a class
of asset basis.

Additions

The cost of an item of property, plant and equipment is recognised as an asset if, and only if, it is
probable that future economic benefits or service potential associated with the item will flow to
Tauranga City Aquatics Limited and the cost of the item can be measured reliably.

In most instances, an item of property, plant and equipment is recognised at its cost. Where an asset
is acquired at no cost, or for a nominal cost, it is recognised at fair value when control over the asset
is obtained.

Disposals

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount
of the asset. Gains and losses on disposals are included in the statement of comprehensive income.

14



INTANGIBLE ASSETS

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring fo use the specific software. Costs associated with computer software are recognised as an
expense when incurred.

The carrying value of an intangible asset with a finite life is amortised on a straight line basis over its
useful life. Amortisation begins when the asset is available for use and ceases at the date the asset
is derecognised. Amortisation charge for each period is recognised in the statement of financial
performance. Intangible assets capitalised to other assets are amortised at the rate of the principal
asset to which they have been capitalised.

The useful lives for associated amortisation rates of major classes of intangible assets have been
estimated as follows:

Useful Life Depreciation Depreciation
(Years) Method Rate
Computer Software 3 to 4 years SL 25% to 33%

IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

Property, plant and equipment and intangible assets are reviewed for indicators of impairment at each
balance date. When there is an indicator of impairment the asset's recoverable amount is estimated.
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.

Value in use is depreciated replacement cost for an asset where the future economic benefits or
service potential of the asset are not primarily dependant on the asset’s ability to generate net cash
inflows and where the company would, if deprived of the asset, replace its remaining future economic
benefits or service potential.

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 impairment loss is recognised in the
statement of financial performance.

LEASES

Operating lease revenue, where the lessors effectively retain substantially all the risks and benefits of
ownership of the leased item, are recognised as revenue on a straight line basis over the term of the
lease.

The assets subject to the lease are included in the statement of financial position according to the
nature of the asset. The leased assets are depreciated over the period Tauranga City Aquatics
Limited expect to benefit from their use.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short-term
highly liquid investments with original maturities of three months or less, and bank overdrafts.

DEBTORS AND OTHER RECEIVABLES

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

A provision for impairment of receivables is established when there is objective evidence that
Tauranga City Aquatics Limited will not be able to collect all amounts due according to the original
terms of the receivables. Significant financial difficulties of the debtor, probability that the debtor will
enter into bankruptcy, and default in payments are considered indicators that the receivable is
impaired. The amount of the impairment is the difference between the asset’s carrying amount and
the present value of estimated future cash flows, discounted using the original effective interest rate.
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