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The Directors have approved for issue the financial statements of Invercargill 

Airport Limited for the year ended 30 June 2012.

___________________________  ___________________________

AJ O’Connell     T M Foggo 

Chairman     Director

For and on behalf of the Board of Directors. 

28 September 2012

Approval by Directors
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Directors who helD office During 
the year enDeD 30 June 2012

Mr AJ O’Connell (Appointed 1 Nov 09) 

- Chairman (from 1 Nov 11)

Mr MS Cook (Appointed 19 Jul 07) 

- Chairman (1 Jan 08 to retired 31 Oct 11)

Mr TM Foggo (Appointed Nov 06)

Mr RM Walton (Appointed 1 Jan 08)

Mr J Green (Appointed 1 Nov 11)

ManageMent

Mrs C Scala - General Manager (Appointed 23 Dec 10)

registereD office

c/o Invercargill City Council 

101 Esk Street 

Invercargill 9810

 
Physical aDDress

106 Airport Avenue 

Invercargill

Phone (03) 214 0769 

Fax (03) 218 6939

Directory

Postal aDDress

PO Box 1203 

Invercargill 9840

auDitor

Audit New Zealand 

Christchurch

Bankers

Bank of New Zealand 

Invercargill

solicitors

AWS Legal 

151 Spey Street 

Invercargill 9810
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Directors’ anD officers’ inDeMnity 
insurance

The Company has insured all its Directors and 

Executive Officers against liabilities to other parties 

that may arise from their positions.

eMPloyees’ reMuneration

One employee of the Company received 

remuneration and other benefits of $100,000 or 

greater during the year.

$’000  no. of employees

120 - 130  1

auDitors’ reMuneration

Audit fees for the Company totalled $20,668.  Details 

of fees payable are contained in Note 2.

recoMMenDeD DiviDenD

Due to essential capital expenditure commitments 

the Directors are not recommending the payment 

of a dividend.

Directors’ reMuneration

invercargill airport limited  $

A J O’Connell (Chairman)  27,823

M S Cook     10,700

T M Foggo     19,270

R M Walton     19,270

J Green     12,847

There was no remuneration or other benefits paid to 

Directors during the year for any of the following: 

 • Compensation for loss of office.

 • Guarantees given by the Company for debts 

incurred by a Director.

 • Entering into a contract to do any of the above.

Directors’ interests

During the year, no Directors had an interest in 

any transaction or proposed transaction with the 

Company.

use of coMPany inforMation By 
Directors

No Director of the Company has disclosed, used or 

acted on information that would not otherwise be 

available to a Director.

shareholDing By Directors

No Director has an interest in any of the Company 

shares held, acquired or disposed of during the year.

Statutory Information
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Chairman’s Review

It’s been another challenging year for the company 

with the limited revenue streams making it difficult to 

support the infrastructure required for the company 

and provide a return to its shareholders.

Once again our financial result has been impacted 

due to the requirement for the company to revalue its 

assets using the New Zealand International Reporting 

Standards.  

Financial Results

The financial statements record an after tax loss 

of $523,000 compared to a profit of $443,000 for 

the same period last year.  These figures do include 

revaluation and impairment calculations.

The pre-tax profit for the year, before the 

impairments from the revaluation of the investment 

properties and runway is a profit of $116,000 as 

compared to $48,000 for the same period last year.

Once again we have seen a significant impact on our 

result from the revaluation of our runway, taxiway 

and apron surfaces.  This asset was reduced by 

$854,000 based on the future earnings coming from 

it.  This valuation bears no relation to the physical 

condition of the asset.

Passenger Numbers

The total number of passengers using the airport 

was 273,065, a decrease of 2.6% from the previous 

year.  Total aircraft landings were 9,392, an increase 

of 1.67%.

It is clear that current world economic conditions and 

the Christchurch earthquake have had an impact on 

passenger numbers.

Car Parking

During the year a major review of the car parking 

charges was undertaken.  This had been initiated 

from the customer survey that was undertaken last 

year highlighting a desire from the travelling public to 

have the free parking increased from 6 minutes to 10 

minutes.

The review of charges was timely as these had not 

been moved to any great degree since 2005 and it 

is now company policy that these will be reviewed 

annually.

CAA Safety and Security

Safety and security continues to be a major focus for 

the company and we are happy to report that both 

internal and external auditing processes have not 

highlighted any issues of concern.

Obstacle Limitation Survey

During the year we completed our 5 yearly Obstacle 

Limitation Survey.  This survey resulted in significant 

work being undertaken at the western end of the 

runway to remove and trim back hedges and trees.

Invercargill District Plan

Once again we have seen significant cost incurred to 

protect the operational areas of the airport.  While 

this process is both costly and lengthy, it is necessary 

to ensure the protection of the airport’s operational 

requirements.

Future Planning

A large part of the year has been consumed working 

on a long term plan for the airport assets.  This work 

has focused around the requirements for the terminal 

facilities and the maintenance requirements of the 

runway, taxiway and apron areas.

Whilst the work being undertaken is taking longer 

than expected, it is the view of the directors that 

we need to ensure we clearly understand the future 

requirements for the airport, the costs associated 

with these and ensure that the right decisions are 

made for the long term good of the company.
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The directors will be reporting to shareholders on 

this work being done as any development of any 

significance will require their support to proceed.

Customers

We would like to thank the company’s many 

customers.  This includes first and foremost the 

travelling public, Air New Zealand, Stewart Island 

Flights, Southern Wings, the helicopter companies, 

the rental car companies and the many others that 

contribute to our business by supporting us.  We 

appreciate the support and look forward to working 

with them all in the coming year.

Directorship Changes

During the year Merv Cook retired as a director 

to move to Australia.  It is appropriate that we 

acknowledge the contribution made by Merv, his 

experience and leadership of the board was a loss to 

the company.

With the resignation of Merv came the appointment 

of John Green.  I would like to formally welcome John 

to the board and we look forward to working with 

him.

Conclusion

It is essential to ensure that the company is able 

to provide facilities that are of an acceptable level 

in order to operate a successful regional airport. 

Whilst the year has been challenging in this regard, 

the board are very satisfied with the progress 

that has been made in addressing the long term 

infrastructural assets requirements.

I would like to recognise the efforts of Chloe Scala, 

her management team and staff.  Their contribution 

to the successful operation of the airport is vital and 

very much appreciated.  In addition, a thank you to 

my fellow directors who have also made a significant 

contribution during the year.

On behalf of the board, I would also like to express 

thanks to COMU (representing the government 

interest) and Invercargill City Holdings Ltd for their 

continued support and contribution to the affairs of 

the company.

For and on behalf of the board.

a J o’connell 

chairMan
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Audit Report

Independent Auditor’s Report

To the readers of
Invercargill Airport Limited’s

financial statements and performance information
for the year ended 30 June 2012

The Auditor‑General is the auditor of Invercargill Airport Limited (the company). The Auditor‑General 
has appointed me, Bede Kearney, using the staff and resources of Audit New Zealand, to carry out 
the audit of the financial statements and performance information of the company on her behalf. 

We have audited:

•	 the financial statements of the company on pages 10 to 41, that comprise the statement of 
financial position as at 30 June 2012, the statement of comprehensive income, statement 
of changes in equity and statement of cash flows for the year ended on that date and the 
notes to the financial statements that include accounting policies and other explanatory 
information; and

•	 the performance information of the company on page 42.

Opinion 

Financial statements and performance information

In our opinion:

•	 the financial statements of the company on pages 10 to 41:

	 comply with generally accepted accounting practice in New Zealand; and

	 give a true and fair view of the company’s:

•	 financial position as at 30 June 2012; and

•	 financial performance and cash flows for the year ended on that date;

•	 the performance information of the company on page 42:

	 complies with generally accepted accounting practice in New Zealand; and

	 gives a true and fair view of the achievements measured against the performance 
targets adopted for the year ended on 30 June 2012.
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Other legal requirements

In accordance with the Financial Reporting Act 1993 we report that, in our opinion, proper 
accounting records have been kept by the company as far as appears from an examination of those 
records.

Our audit was completed on 28 September 2012. This is the date at which our opinion is expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the Board of 
Directors and our responsibilities, and we explain our independence.

Basis of opinion

We carried out our audit in accordance with the Auditor‑General’s Auditing Standards, which 
incorporate the International Standards on Auditing (New Zealand). Those standards require that we 
comply with ethical requirements and plan and carry out our audit to obtain reasonable assurance 
about whether the financial statements and performance information are free from material 
misstatement. 

Material misstatements are differences or omissions of amounts and disclosures that would affect 
a reader’s overall understanding of the financial statements and performance information. If we 
had found material misstatements that were not corrected, we would have referred to them in our 
opinion.

An audit involves carrying out procedures to obtain audit evidence about the amounts and disclosures 
in the financial statements and performance information. The procedures selected depend on our 
judgement, including our assessment of risks of material misstatement of the financial statements and 
performance information whether due to fraud or error. In making those risk assessments; we consider 
internal control relevant to the preparation of the company’s financial statements and performance 
information that give a true and fair view of the matters to which they relate. We consider internal 
control in order to design audit procedures that are appropriate in the circumstances but not for the 
purpose of expressing an opinion on the effectiveness of the company’s internal control.

An audit also involves evaluating:

•	 the appropriateness of accounting policies used and whether they have been consistently 
applied;

•	 the reasonableness of the significant accounting estimates and judgements made by the 
Board of Directors;

•	 the adequacy of all disclosures in the financial statements and performance information; 
and

•	 the overall presentation of the financial statements and performance information.
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We did not examine every transaction, nor do we guarantee complete accuracy of the financial 
statements and performance information. In accordance with the Financial Reporting Act 1993, we 
report that we have obtained all the information and explanations we have required. We believe we 
have obtained sufficient and appropriate audit evidence to provide a basis for our audit opinion.

Responsibilities of the Board of Directors

The Board of Directors is responsible for preparing financial statements and performance information 
that:

•	 comply with generally accepted accounting practice in New Zealand; 

•	 give a true and fair view of the company’s financial position, financial performance and cash 
flows; and

•	 give a true and fair view of its service performance achievements.

The Board of Directors is also responsible for such internal control as it determines is necessary to 
enable the preparation of financial statements and performance information that are free from 
material misstatement, whether due to fraud or error.

The Board of Directors’ responsibilities arise from the Local Government Act 2002 and the Financial 
Reporting Act 1993.

Responsibilities of the Auditor

We are responsible for expressing an independent opinion on the financial statements and 
performance information and reporting that opinion to you based on our audit. Our responsibility 
arises from section 15 of the Public Audit Act 2001 and section 69 of the Local Government Act 2002.

Independence

When carrying out the audit, we followed the independence requirements of the Auditor‑General, which 
incorporate the independence requirements of the New Zealand Institute of Chartered Accountants.

Other than the audit, we have no relationship with or interests in the company.

Bede Kearney
Audit New Zealand
On behalf of the Auditor‑General
Christchurch, New Zealand
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rePorting entity

Invercargill Airport Limited (“the Company”) is a 

Council controlled trading organisation as defined 

in the local Government Act 2002 and is registered 

under the Companies Act 1993.  The Company is 55% 

owned by the Invercargill City Holdings Limited and 

its ultimate parent is Invercargill City Council (the 

Council).  The New Zealand Government owns the 

remaining 45% of the share capital of the Company.

The primary objective of the Company is to operate 

the Invercargill airport and associated assets.  

Accordingly, the Company has designated itself 

as a profit orientated entity for the purposes of 

New Zealand equivalents to International Financial 

Reporting Standards (“NZ IFRS”).

The financial statements of the Company are for the 

year ended 30 June 2012. The financial statements 

were authorised for issue by the Board on 28 

September 2012.

Basis of PreParation

These financial statements have been prepared 

in accordance with NZ GAAP.  They comply with 

NZ IFRS, and other applicable Financial Reporting 

Standards, as appropriate for profit orientated 

entities.

The accounting policies set out below have been 

applied consistently to all periods presented in these 

financial statements.  

The financial statements have been prepared on a 

historical cost basis, modified by the revaluation of 

runways and taxiways, and investment property.

The financial statements are presented in New 

Zealand dollars and all values are rounded to the 

nearest thousand dollars ($’000). The functional 

currency of the Company 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 and losses resulting from the 

settlement of such transactions are recognised in the 

Statement of Comprehensive Income.

Items of operating expenditure in the Statement of 

Comprehensive Income have been reclassified by 

nature of expense in the comparatives.  This has been 

done to align with the disclosure as prepared by the 

Company’s majority owner, Invercargill City Holdings 

Limited, in its group financial statements.  

revenue

Revenue is measured at the fair value of 

consideration received. 

Revenue from the rendering of services is recognised 

by reference to the stage of completion of the 

transaction at balance date, based on the actual 

service provided as a percentage of the total services 

to be provided.

Revenue from the sale of goods is measured at the 

fair value of the consideration received or receivable, 

net of returns and allowances, trade discounts and 

volume rebates.  Revenue is recognised when the 

significant risks and rewards of ownership have 

been transferred to the buyer, recovery of the 

consideration is probable, the associated costs and 

possible return of goods can be reliably estimated 

and there is no continuing management involvement 

with the goods.

Interest income is recognised using the effective 

interest method.

Statement of Accounting Policies
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Borrowing costs

Borrowing costs are recognised as an expense in the 

period in which they are incurred.

incoMe taX

Income tax expense in relation to the surplus or 

deficit for the period comprises current tax and 

deferred tax.

Current tax is the amount of income tax payable 

based on the taxable profit for the current year, plus 

any adjustments to income tax payable in respect 

of prior years.  Current tax is calculated using rates 

that have been enacted or substantively enacted by 

balance date.

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.

Deferred tax liabilities are generally recognised for all 

taxable temporary differences.  Deferred tax assets 

are recognised to the extent that it is probable that 

taxable profits will be available against which the 

deductible temporary differences or tax losses can be 

utilised.

Deferred tax is not recognised if the temporary 

difference arises from the initial recognition of 

goodwill or from the initial recognition of an asset 

and liability in a transaction that is not a business 

combination, and at the time of the transaction, 

affects neither accounting profit nor taxable profit.

Deferred tax is calculated at the tax rates that are 

expected to apply in the period when the liability 

is settled or the asset is realised, using tax rates 

that have been enacted or substantively enacted by 

balance date.

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.

oPerating leases

An operating lease is a lease that does not transfer 

substantially all the risks and rewards incidental to 

ownership of an asset.  Lease payments under an 

operating lease are recognised as an expense on a 

straight-line basis over the lease term.

cash anD cash eQuivalents

Cash and cash equivalents includes cash in hand, 

deposits held at call with banks, other short-term 

highly liquid investments with original maturities of 

three months or less, and bank overdrafts.  

Bank overdrafts are shown within borrowings in 

current liabilities in the Statement of Financial 

Position.

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.  
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A provision for impairment of receivables is 

established when there is objective evidence that the 

Company will not be able to collect all amounts due 

according to the original terms of receivables.  The 

amount of the provision is the difference between 

the asset’s carrying amount and the present value 

of estimated future cash flows, discounted using the 

effective interest method.

inventories 

Inventories (such as spare parts and other items) 

held for distribution or consumption in the provision 

of services that are not supplied on a commercial 

basis are measured at the lower of cost and current 

replacement cost.

Inventories held for use in the production of goods 

and services on a commercial basis are valued at the 

lower of cost and net realisable value.  The cost of 

purchased inventory is determined using the FIFO 

method.

The write down from cost to current replacement 

cost or net realisable value is recognised in the 

Statement of Comprehensive Income.

financial assets

Where applicable the Group classifies its investments 

in the following categories:

Financial assets at fair value through profit or 

loss, loans and receivables, held-to-maturity 

investments, and available-for-sale financial assets. 

The classification depends on the purpose for 

which the investments were acquired. Management 

determines the classification of its investments at 

initial recognition and, in the case of assets classified 

as held-to-maturity, re-evaluates this designation at 

each reporting date.

 • Financial Assets at Fair Value through Profit or 

Loss 

Financial assets at fair value through profit or 

loss are financial assets held for trading which 

are acquired principally for the purpose of selling 

in the short term with the intention of making a 

profit. Derivatives are also categorised as held for 

trading unless they are designated as hedges.

 • Loans and Receivables 

Loans and receivables are non-derivative financial 

assets with fixed or determinable payments that 

are not quoted in an active market. They arise 

when the Company provides money, goods or 

services directly to a debtor with no intention of 

selling the receivable. They are included in current 

assets, except for those with maturities greater 

than 12 months after the balance sheet date which 

are classified as non-current assets.

Loans and receivables are included in receivables 

in the Statement of Financial Position.

 • Held-to-Maturity Investments 

Held-to-maturity investments are non-derivative 

financial assets with fixed or determinable 

payments and fixed maturities that the Company’s 

management has the positive intention and ability 

to hold to maturity.
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 • Available-for-Sale Financial Assets 

Available-for-sale financial assets, comprising 

principally marketable equity securities, are 

non-derivatives that are either designated in 

this category or not classified in any of the other 

categories. They are included in non-current 

assets unless management intends to dispose of 

the investment within 12 months of the balance 

sheet date.  Non-current assets held for sale are 

measured at the lower of their carrying amount 

and fair value less costs to sell.

Available-for-sale financial assets and financial 

assets at fair value through profit and loss are 

subsequently carried at fair value. Loans and 

receivables and held-to-maturity investments 

are carried at amortised cost using the effective 

interest method. Gains or losses arising from 

changes in the fair value of the ‘financial assets 

at fair value through profit or loss’ category, 

including interest and dividend income, are 

presented in the income statement within other 

income or other expenses in the period in which 

they arise.

The Company classifies its financial assets 

(excluding derivatives) as loans and receivables.  

Loans and receivables are classified as “trade and 

other receivables” in the Statement of Financial 

Position.

 • Impairment of Financial Assets 

At each Statement of Financial Position date, 

the Company assesses whether there is any 

objective evidence that a financial asset or group 

of financial assets is impaired.  Any impairment 

losses are recognised in the Statement of 

Comprehensive Income. 

financial instruMents

 • Receivables 

Trade and other receivables are recognised 

initially at fair value. A provision for impairment 

of trade receivables is established when there 

is objective evidence that the Group will not be 

able to collect all amounts due according to the 

original terms of the receivables.

 • Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand 

and demand deposits and other short-term highly 

liquid investments that are readily convertible 

to a known amount of cash and are subject to an 

insignificant amount of risk of changes in value.

 • Trade and Other Payables 

Trade and other payables are initially measured at 

fair value, and subsequently measured at amortised 

cost using the effective interest method.

 • Borrowings 

Borrowings are recognised initially at fair value, 

net of any transaction costs incurred. Borrowings 

are subsequently stated at amortised cost; 

any differences between the proceeds (net of 

transaction costs) and the redemption value is 

recognised in the income statement over the 

period of the borrowings using the effective 

interest method.

Borrowings are classified as current liabilities 

unless the Group has an unconditional right to 

defer settlement of the liability at least 12 months 

after the balance date.
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leases

Leases where the lessor retains substantially all 

the risks and rewards of ownership are classified 

as operating leases. Payments made under 

operating leases are charged to the Statement of 

Comprehensive Income over a straight-line basis over 

the period of the lease.

ProPerty, Plant anD eQuiPMent

Property, plant and equipment is shown at cost 

or valuation, less accumulated depreciation and 

impairment losses.

Certain items of property, plant and equipment that 

had been revalued to fair value on or prior to 1 July 

2005, the date of transition to NZ IFRS are measured 

on the basis of deemed cost, being the revalued 

amount at the date of transition.  

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 the Company 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 as at the date of acquisition.

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.  

When revalued assets are sold, the amounts included 

in asset revaluation reserves in respect of those 

assets are transferred to retained earnings.

subsequent costs

Costs incurred subsequent to initial acquisition 

are capitalised only when it is probable that future 

economic benefits or service potential associated 

with the item will flow to the Company and the cost of 

the item can be measured reliably.

Depreciation

Depreciation is provided on all property, plant and 

equipment other than land, at rates that will write 

off the cost (or valuation) of the assets to their 

estimated residual values over their useful lives. 
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The useful lives and associated depreciation rates 

of major classes of assets have been estimated as 

follows: 

(a) Buildings 3% Straight Line

(b) Furniture and Fittings 9.50% - 33% Diminishing Value

(c) Plant 7.50% - 50% Diminishing Value and 10 % - 12% Straight Line

(d) Crash Fire Vehicle, other vehicles, tractors 
and mowing eqiupment

10% - 12% Diminishing Value

(e) Other Airport Assets

- Fences 
- Runway, Apron and Taxiway 
- Top Surface 
- Base-course and sub-base 
- Roads, carparks and stop banks

1.0% - 6.65% Straight Line 
3.0% Straight Line 
8.3% Straight Line 
1.0% Straight Line 
3.0 Straight Line

The residual value and useful life of an asset is 

reviewed, and adjusted if applicable, at each financial 

year end. 

revaluation

Those asset classes that are revalued are valued 

on a valuation cycle on the basis described below. 

All other asset classes are carried at depreciated 

historical cost.  The carrying values of revalued items 

are reviewed at each balance date to ensure that 

those values are not materially different to fair value.
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valuation

All assets are valued at historic cost, except the 

following:

 • Runway, Apron and Taxiway (Runway assets) 

which are revalued with sufficient regularity to 

ensure carrying value does not differ materially 

from that which would be determined as fair 

value. It is anticipated that the revaluation 

will occur every three to five years, unless 

circumstances require otherwise. For the 

purposes of financial reporting the Runway assets 

are treated as one asset. The valuation of the 

Runway assets is performed using the discounted 

cashflow methodology over the assets as a whole 

and values apportioned to each component on a 

prorate basis or on the basis of a review of the 

physical conditions of component parts.

accounting for revaluations

The Company accounts for revaluations of property, 

plant and equipment on an individual asset basis.

The results of revaluing are credited or debited to 

an asset revaluation reserve for each asset.  Where 

this results in a debit balance in the asset revaluation 

reserve, this balance is expensed in the Statement of 

Comprehensive Income. 

Any subsequent increase on revaluation that off-

sets a previous decrease in value recognised in 

the Statement of Comprehensive Income will be 

recognised first in the Statement of Comprehensive 

Income up to the amount previously expensed, and 

then credited to the revaluation reserve for that 

asset.

caPital work in Progress

Work in progress includes the cost of direct materials 

and direct labour used in putting replacement and 

new systems and plant in their present location and 

condition.  It includes accruals for the proportion of 

work completed at the end of the period.  Capital 

work in progress is not depreciated.

investMent ProPerty

Properties leased to third parties under operating 

leases are classified as investment property unless the 

property is held to meet service delivery objectives, 

rather than to earn rentals or for capital appreciation.

Investment property is measured initially at its cost, 

including transaction costs.

After initial recognition, the Company measures all 

investment property at fair value as determined 

annually by an independent valuer.

Gains or losses arising from a change in the fair 

value of investment property are recognised in the 

Statement of Comprehensive Income.

iMPairMent of non-financial 
assets

Goodwill and indefinite life intangible assets are 

not subject to amortisation but are tested annually 

for impairment.  Assets that have 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.
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The value in use for cash-generating assets is the 

present value of expected future cash flows.

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.  For revalued assets, the impairment loss is 

recognised against the revaluation reserve for that 

asset.  Where that results in a debit balance in the 

revaluation reserve, the balance is recognised in the 

Statement of Comprehensive Income.

For assets not carried at a revalued amount, the total 

impairment loss is recognised in the Statement of 

Comprehensive Income. 

The reversal of an impairment loss on a revalued 

asset is credited to the revaluation reserve.  

However, to the extent that an impairment loss for 

that asset was previously recognised in Statement 

of Comprehensive Income, a reversal of the 

impairment loss is also recognised in the Statement 

of Comprehensive Income.

For assets not carried at a revalued amount (other 

than goodwill) the reversal of an impairment loss 

is recognised in the Statement of Comprehensive 

Income.

eMPloyee Benefits

Short-Term Benefits

Employee benefits that the Company expects to 

be settled within 12 months of balance date are 

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, retiring and long service leave 

entitlements expected to be settled within 12 months, 

and sick leave.

Obligations for contributions to defined contribution 

superannuation schemes are recognised as an 

expense in the Statement of Comprehensive Income 

as incurred.

Borrowings

Borrowings are initially recognised at their fair value.  

After initial recognition, all borrowings are measured 

at amortised cost using the effective interest method.

gooDs anD services taX (gst)

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 Statement of 

Financial Position.  

The net GST paid to, or received from the IRD, 

including the GST relating to investing and financing 

activities, is classified as an operating cash flow in the 

statement of cash flows.

Commitments and contingencies are disclosed 

exclusive of GST.
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critical accounting estiMates anD 
assuMPtions

In preparing these financial statements, the Company 

has made estimates and assumptions concerning 

the future. These estimates and assumptions may 

differ from the subsequent actual results. Estimates 

and judgements are continually evaluated and are 

based on historical experience and other factors, 

including expectations or future events that are 

believed to be reasonable under the circumstances.  

The estimates, assumptions and critical judgements 

in applying accounting policies that have a significant 

risk of causing a material adjustment to the carrying 

amounts of assets and liabilities within the next 

financial year are as follows:

 • Determination of the recoverable amount of the 

runway and taxiway assets. This is discussed in 

Note 9 of these financial statements.

new stanDarDs aDoPteD

The Company is adhering to the following new 

standards and amendments to standards that are 

mandatory for the first time for the financial year 

beginning 1 July 2011; 

amendments to nZ ias 1 - Presentation of 

financial statements 

The amendments came into effect from 1 January 

2011. 

The amendments introduce a requirement to present, 

either in the statement of changes in equity or the 

notes, for each component of equity, an analysis of 

other comprehensive income by item. 

nZ ias 24 - related Party Disclosures 

The standard came into effect from 1 January 2011 

The standard simplifies the definition of a related 

party and disclosures on related transactions with 

Government. 

nZ ifrs 7 - financial instruments: Disclosures 

The standard came into effect from 1 January 2011. 

The standard change amends quantitative disclosure 

required on risks. 

financial reporting standard no.44 - new Zealand 

additional Disclosures (frs-44) 

The standard came into effect from 1 July 2011. 

The standard sets out New Zealand specific 

disclosures for entities that have adopted New 

Zealand equivalents to International Financial 

Reporting Standards (NZ IFRSs). The Standard 

supports the objective of harmonising financial 

reporting standards in Australia and New Zealand. 

amendments to new Zealand equivalents to 

international financial reporting standards to 

harmonise with international financial reporting 

standards and australian accounting standards 

(harmonisation amendments) 

The harmonisation amendments came into effect 

from 1 July 2011. 
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The Financial Reporting Standards Board (FRSB) 

issued the Harmonisation Amendments for the 

purpose of harmonising Australian and New Zealand 

standards with source IFRS’s to eliminate many of 

the differences between the standards for entities 

applying IFRS’s as adopted in Australia and New 

Zealand. 

The amendment mainly removes disclosures from 

standards that have been moved to FRS-44 and 

removes some New Zealand specific disclosures.

new stanDarDs anD 
interPretations issueD But not 
yet effective 

Standards, amendments and interpretations issued 

but not yet effective that have not been early 

adopted, and which are relevant to the Company are: 

amendments to nZ ias 1 - Presentation of 

financial statements : presentation of items of 

other comprehensive income 

The amendment comes into effect for fiscal years 

beginning on or after 1 July 2012. 

The amendment requires profit or loss and other 

comprehensive income (OCI) to be presented, either 

in a single continuous statement or in two separate 

but consecutive statements. There is little noticeable 

change from the current requirements. However, the 

format of the OCI section is required to be changed 

to separate items that might be recycled from items 

that will not be recycled. The changes do not effect 

the measurement of net profit or earnings per share; 

however, they change the way items of OCI are 

presented. 

The Company has not yet assessed the impact of the 

new standard. 

nZ ifrs 9 financial instruments will eventually 

replace nZ ias 39 financial instruments : 

recognition and Measurement

NZ IFRS 9 Phase I was issued in November 2009 and 

is effective for the financial statements issued for the 

fiscal years beginning on or after I January 2015. 

NZ IAS 39 is being replaced through the following 3 

main phases: Phase 1 Classification and Measurement, 

Phase 2 Impairment Methodology, and phase 3 

Hedge Accounting. Phase 1 on the classification 

and measurement of financial assets has been 

completed and has been published in the new 

financial instrument standard NZ IFRS 9. NZ IFRS 

9 uses a single approach to determine whether a 

financial asset is measured at amortised cost or 

fair value, replacing the many different rules in 

NZ IAS 39. The approach in NZ IFRS 9 is based on 

how an entity manages its financial instruments 

(its business model) and the contractual cash flow 

characteristics of the financial assets. The financial 

liability requirements are the same as those of NZ 

IAS 39, except for when an entity elects to designate 

a financial liability at fair value through the surplus/

deficit. 

The Company has not yet assessed the effect of the 

new standard.
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amendments to nZ ias 1 2 income taxes - 

Deferred tax : recovery of underlying assets

The amendment comes into effect for fiscal years 

beginning on or after 1 January 2012. 

These amendments update NZ IAS 12 to include: 

 • A rebuttable presumption that deferred tax on 

investment property measured using the fair 

value model in NZ IAS 40 should be determined 

on the basis that its carrying amount will be 

recovered through sale. This presumption is 

rebutted if the investment property is held 

within a business model whose objective is to 

consume substantially all of the economic benefits 

embodied in the investment property over time, 

rather than through sale. 

 • A requirement that deferred tax on non-

depreciable assets, measured using the 

revaluation model in NZ IAS 16, should always be 

measured on a sale basis. 

The amendments incorporate NZ SIC-21 Income Taxes 

— Recovery of Revalued Non-Depreciable Assets into 

NZ IAS 12 for non-depreciable assets measured using 

the revaluation model in NZ IAS 16 Property, Plant 

and Equipment. 

The Company has not yet assessed the effect of the 

new standard.

nZ ifrs 13 fair value Measurement - amendment 

The amendment comes into effect for fiscal years 

beginning on or after 1 January 2013. 

The amendment provides guidance on how fair value 

should be applied where its use is already required or 

permitted by other standards within IFRS, including a 

precise definition of fair value and a single source of 

fair value measurement and disclosure requirements 

for use across IFRS. 

The Company has not yet assessed the effect of the 

new standard.

changes in accounting Policies

Except for the new standards adopted (as described 

above) there have been no changes in accounting 

policies during the period.  All accounting policies 

have been consistently applied throughout the period 

covered by these financial statements.  
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As at June 30, 2012

Statement of Financial Position

The Statement of Accounting Policies and Notes to the Financial Statements are an integral part of, and 
should be read in conjunction with the financial statements.

 2012 2011

Note $000 $000

Assets 

Current assets 

Cash and cash equivalents 6  545  83 

Trade and other receivables 7  174  129 

Inventories  36  31 

Short term investments 8  58  397 

Total current assets  813  640 

Non-current assets 

Property, plant and equipment 9  9,371  10,610 

Investment property 10  3,900  3,900 

Construction work in progress  165  - 

Total non-current assets  13,436  14,510 

Total assets  14,249  15,150 

Liabilities

Current liabilities 

Trade and other payables 11  247  266 

Employee benefit liabilities 12  64  46 

Borrowings 13  483  389 

Total current liabilities  794  701 

Non-current liabilities 

Employee benefit liabilities 12  -  - 

Borrowings 13  6,540  6,774 

Deferred tax liability 14  628  865 

Total non-current liabilities  7,168  7,639 

Total liabilities  7,962  8,340 

Equity 

Share capital 15  3,325  3,325 

Retained earnings 15  2,962  3,485 

Total equity attributable to the equity holders of the company  6,287  6,810 
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For the year ended June 30, 2012

Statement of Comprehensive Income

The Statement of Accounting Policies and Notes to the Financial Statements are an integral part of, and 
should be read in conjunction with the financial statements.

For the year ended June 30, 2012

Statement of Changes in Equity

2012 2011

Note $000 $000

Income 

Operating revenue  2,346  2,338 

Other gains 1  168  705 

Total income  2,514  3,043 

Expenditure 

Employee expenses 3  507  589 

Depreciation and amortisation 9  520  601 

Other expenses 2  1,992  1,018 

Total operating expenditure  3,019  2,208 

Finance income 4  208  245 

Finance expenses 4  441  495 

Net finance expense (233) (250)

Operating surplus/(deficit) before tax (738)  585 

Income tax expense 5 (215)  142 

Surplus/(deficit) after tax (523)  443 

Other comprehensive income

Total other comprehensive income  -  - 

Total comprehensive income (523)  443 

2012 2011

Note $000 $000

Balance at 1 July  6,810  6,367 

Total Comprehensive Income for the year 15 (523)  443 

Distributions to Shareholders

Dividends paid/declared 15  -  - 

Balance at 30 June  6,287  6,810 
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For the year ended June 30, 2012

Statement of Cash Flows

The Statement of Accounting Policies and Notes to the Financial Statements are an integral part of, and 
should be read in conjunction with the financial statements.

2012 2011

Note $000 $000

Cash flows from operating activities

Receipts from customers  2,298  2,381 

Interest and interest subsidy received  208  245 

Depreciation subsidy received 168 -

Payments to suppliers and employees (1,669) (1,882)

Interest paid (441) (495)

Goods and services tax [net]  -  13 

Net cash from operating activities 16  564  262 

Cash flows from investing activities

Proceeds from sale of property, plant and equipment  10  - 

Proceeds from sale of short term investments  344  201 

Purchase of property, plant and equipment (312) (355)

Purchase of investment property  - (27)

Purchase of short term investments (5)  - 

Net cash from investing activities 37 (181)

Cash flows from financing activities

Proceeds from borrowings  250  - 

Repayment of borrowings (389) (519)

Net cash from financing activities (139) (519)

Net (decrease)/increase in cash, cash equivalents and bank 
overdrafts  462 (438)

Cash, cash equivalents and bank overdrafts at the beginning of the 
year  83  521 

Cash, cash equivalents and bank overdrafts at the end of the year
6  545  83 
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For the year ended June 30, 2012

Notes to the Financial Statements

1        Other gains and losses 2012 2011

$000 $000

Derecognition of term loan  168  168 

Change in fair value of investment property  -  216 

Reversal of prior impairment loss  -  321 

 168  705 

2        Other expenses (includes) 2012 2011

$000 $000

Director fees  90  85 

Net loss/(gain) on sales of property, plant and equipment  2  - 

Operating lease expenses  6  8 

Revaluation of property, plant and equipment  854  - 

Auditor’s remuneration to Audit New Zealand comprises:

·         audit of financial statements  21  21 

·         other audit-related services  -  - 

Audit remuneration to other auditors comprises

·         audit of financial statements  -  - 

·         other audit-related services  -  - 

Total auditor’s remuneration  21  21 

3         Employee expenses 2012 2011

$000 $000

Wages and salaries  507  589 

Total employee expenses  507  589 
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4         Finance income and expense 2012 2011

$000 $000

Finance Income

Interest expense subsidised by ICHL  198  212 

Interest income on bank deposits  10  33 

Total finance income  208  245 

Financial expense

Interest expense on financial liabilities measured at amortised cost  441  495 

Total financial expenses  441  495 

Net finance costs (233) (250)

5        Income tax expense in the Income Statement 2012 2011

$000 $000

Current tax expense

Current period  -  - 

Adjustment for prior periods  22  - 

Total current tax expense  22  - 

Deferred tax expense

Origination and reversal of temporary differences (205)  176 

Reduction in tax rate  - (34)

Adjustment for prior periods (32)  - 

Total deferred tax expense (237)  142 

Total income tax expense (215)  142 
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Reconciliation of effective tax rate 2012 2011

$000 $000

Profit excluding income tax (738)  585 

Tax at 28% (2011 30%) (207)  176 

Tax exempt income  -  - 

Impact of reduction in tax rates on deferred tax  - (34)

Under/(over) provided in prior periods (8)  - 

Total income tax expense (215)  142 

Effective Tax Rate 29% 24%

Imputation credits 2012 2011

$000 $000

Imputation credits available for use in subsequent periods  854  854 

6          Cash and cash equivalents 2012 2011

$000 $000

Call deposits  114  46 

Cash and cash equivalents  431  37 

Cash and cash equivalents in the statement of cash flows  545  83 
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7          Trade and other receivables 2012 2011

$000 $000

Trade receivables  174  125 

Prepayments  -  3 

Sundry debtors  -  1 

 174  129 

Less provision for impairment of receivables  -  - 

 174  129 

Movements in the provision for impairment of receivables are as follows: 

2012 2011

$000 $000

At 1 July  -  - 

Additional provisions made during the year  -  - 

Receivables written off during period  -  - 

At 30 June  -  - 

8       Short term investments 2012 2011

$000 $000

Available for sale  58  397 

Short term investments  58  397 

The effective interest rate on short-term investments in 2012 was 3.97% (2011: 4.77%).  The deposits had an average 
maturity of 180 days (2011: 91).
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9         Property, Plant and Equipment

2012 ($’000)

Cost/ 
revaluation

Accumulated 
depreciation 

and impairment 
charges

Carrying 
amount

Current year 
additions - Cost

Current year 
disposals - Cost

1 July 2011 1 July 2011 1 July 2011

Land  509  -  509  -  - 

Fencing  2,032  294  1,738  10  - 

Runways and taxiways  11,316  4,176  7,140  -  - 

Terminal and buildings  1,535  640  895  -  - 

Plant and equipment  720  566  154  65  - 

Motor vehicles  285  148  137  72  49 

Furniture and fittings  198  161  37  -  - 

Total assets  16,595  5,985  10,610  147  49 

2011 ($’000)

Cost/ 
revaluation

Accumulated 
depreciation 

and impairment 
charges

Carrying 
amount

Current year 
additions

Current year 
disposals - Cost

1 July 2010 1 July 2010 1 July 2010

Land  509  -  509  -  - 

Fencing  1,735  229  1,505  299  2 

Runways and taxiways  11,291  4,067  7,223  25  - 

Terminal and buildings  1,526  589  937  9  - 

Plant and equipment  711  526  185  16  7 

Motor vehicles  287  135  152  -  3 

Furniture and fittings  191  158  33  10  3 

Total assets  16,251  5,706  10,545  359  15 
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Current year 
disposals - 

Depreciation

Current year 
impairment 

charges

Current year 
depreciation

Revaluation 
surplus/ 
(deficit)

Cost/ 
revaluation

Accumulated 
depreciation  

and impairment 
charges

Carrying 
amount

30 June 2012 30 June 2012 30 June 2012

 -  -  -  -  509  -  509 

 -  -  65  -  2,042  359  1,683 

 -  -  340 (854)  10,462  4,516  5,946 

 -  -  49  -  1,535  689  846 

 -  -  45  -  785  611  174 

 37  -  16  -  308  127  181 

 -  -  5  -  198  166  32 

 37  -  520 (854)  15,839  6,468  9,371 

Current year 
disposals - 

Depreciation

Current year 
impairment 

charges

Current year 
depreciation

Revaluation 
surplus/ 
(deficit)

Cost/ 
revaluation

Accumulated 
depreciation  

and impairment 
charges

Carrying 
amount

30 June 2011 30 June 2011 30 June 2011

 -  -  -  -  509  -  509 

 -  -  65  -  2,032  294  1,738 

 - (321)  430  -  11,316  4,176  7,140 

 -  -  51  -  1,535  640  895 

 -  -  40  -  720  566  154 

 -  -  13  -  285  148  137 

 -  -  3  -  198  161  37 

 - (321)  601  -  16,595  5,985  10,610 
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These comments should be read in conjunction with the previous two pages.

The runway/taxiway assets of Invercargill Airport Limited were revalued to fair value using discounted cash flow 
methodology on 30 June 2012 by Ernst & Young, who is an independent valuer. This resulted in a revaluation decrease 
movement of $(854,000) deficit.

The following valuation assumptions were adopted;

- The free cash flows are based on the company’s five year business plan, and forecasts for the six to twenty one years 
based on the business plan inflationary adjusted and asset management plan information for major capital expenditure 
required for replacement over the twenty one years.  

- The free cash flows are also based on receiving funding for the major capital expenditure required over the twenty 
one years from either the shareholders or major customers.

- The corporate tax rate used is28%

- The weighted average cost of capital (WACC) used is 10.7%.

- The sustainable inflation growth adjustment used is 2%.

A fair value assessment of the Runway asset was conducted as part of the Company’s transition to NZ IFRS at 
1 July 2005.  This resulted in a significant writedown in the value of the Runway asset value at that date.  At 
each consecutive balance date since the management and directors have assessed whether the carrying value 
of the Runway asset was materially different to its fair value in completing the financial statements. For 2011 
the management and directors have reviewed the underlying assumptions and noted that these have changed 
substantially from last year’s analysis - with substantial change in the revenue streams and long term discount rate 
(10%) applying.  This assessment was reviewed by Ernst Young. On the basis of the assessment conducted for 2011, 
management and the directors have concluded that the carrying value of the Runway asset now reflected fair value.
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10          Investment Property 2012 2011

$000 $000

Balance at 1 July  3,900  3,655 

Acquisitions  -  27 

Transfer from property, plant and equipment  -  2 

Change in fair value  -  216 

Balance at 30 June  3,900  3,900 

Investment property comprises a number of commercial properties that are leased to third parties.

The Company’s investment properties are valued annually at fair value effective 30 June.  All investment properties 
were valued based on open market evidence.  The 2011 valuation was performed by Trevor Thayer, an independent 
valuer from Thayer Todd Valuations Limited. The valuer is an experienced valuer with extensive market knowledge in 
the types of investment properties owned by the Company.

11          Trade and Other Payables 2012 2011

$000 $000

Trade payables  217 (7)

Directors fees payable 6 -

Accrued expenses  5  273 

Amounts due to other related parties  4  - 

GST payable  15  - 

Total trade and other payables  247  266 

Trade and other payables are non-interest bearing and are normally settled on 30-day terms, therefore the carrying 
value of trade and other payables approximate their fair value.

12           Employee benefit liabilities 2012 2011

$000 $000

Accrued pay  23  10 

Annual leave  37  36 

Other liabilities  4  - 

 64  46 

Comprising:

Current  64  46 

Non-current  -  - 

Total employee benefit liabilities  64  46 
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13            Borrowings 2012 2011

$000 $000

Current

Secured loans (Runway Extension) – related party  168  168 

Secured loans (Runway Overlay) – related party  237  221 

Secured loans (Other) – related party  78  - 

Total current borrowings  483  389 

Non-current

Secured loans (Runway Extension) – related party  3,333  3,502 

Secured loans (Runway Overlay) – related party  3,035  3,272 

Secured loans (Other) – related party  172  - 

Total non-current borrowings  6,540  6,774 

The loans are secured by debenture over the assets of the Company.

The average interest rate on the runway extension loan is 5.37% (2011: 5.51%).  Interest has been waived until the 
commencement of international flights at the airport, however an interest cost and a subsidies revenue has been 
recognised in the accounts. The interest waiver can be changed at the discretion of the lender, Invercargill City 
Holdings Limited.

Loan repayments are made through the offset of depreciation on the runway extension through Invercargill City 
Holdings Limited.  This is currently $168,426 (2011: $168,426) per annum.  The repayment terms beyond one year are 
contingent on the commencement of scheduled international flights.

The average interest rate on the runway overlay loan is 7.0% (2011: 7.0%).  

The average interest rate on the other loan is 5.31%.  
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14          Deferred Tax Assets and Liabilities

Recognised in:

Recognised deferred tax assets and liabilities

Balance Profit or loss Equity Balance

1-Jul-11 30-Jun-12

$000 $000 $000 $000

Property, plant and equipment  1,072 (327)  -  745 

Tax losses (946)  89  - (857)

Investment property  756  -  -  756 

Trade payables and accruals (17)  1  - (16)

Total movements  865 (237)  -  628 

Recognised in:

Recognised deferred tax assets and liabilities

Balance Profit or loss Equity Balance

1-Jul-10 30-Jun-11

$000 $000 $000 $000

Property, plant and equipment  1,034  38  -  1,072 

Tax losses (1,015)  69  - (946)

Investment property  724  32  -  756 

Trade payables and accruals (20)  3  - (17)

Total movements  723  142  -  865 
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15           Equity

Attributable to equity holders of the Company

Share capital
Revaluation 

reserve
Retained 
earnings Total

$000 $000 $000 $000

Balance at 1 July 2010  3,325  -  3,042  6,367 

Surplus/(deficit) after tax  -  -  443  443 

Other comprehensive income

Distributions to Shareholders

Dividends paid/declared  -  -  -  - 

Balance at 30 June 2011  3,325  -  3,485  6,810 

Balance at 1 July 2011  3,325  -  3,485  6,810 

Surplus/(deficit) after tax  -  - (523) (523)

Other comprehensive income

Distributions to Shareholders

Dividends paid/declared  -  -  -  - 

Balance at 30 June 2012  3,325  -  2,962  6,287 

The Company has 3,324,560 ordinary shares that have been issued and fully paid.

All shares, whether called or uncalled, have equal voting rights and have no par value.



IAL ANNUAL REPORT 2012 35

16           Reconciliation of net surplus/(deficit) to net cash inflows (outflows) from operating activities

2012 2011

$000 $000

Reconciliation with reported operating surplus

Net surplus after tax (523)  443 

Add/(deduct) non-cash items:

Depreciation  520  601 

Impairment of runway  - (321)

Revaluation of runway  854  - 

Net (profit)/loss on sale of fixed assets  2  3 

Derecognition of term loan - (168)

Change in fair value of investment property  - (216)

Increase/(decrease) in deferred taxation (237)  142 

Increase/(decrease) in current years tax  22  - 

 1,161 41

Add/(less) movements in working capital:

(Increase)/decrease in receivables (48)  43 

(Increase)/decrease in inventories (5)  7 

Increase/(decrease) in accounts payable and accruals (21) (272)

(74) (222)

Net cash inflow (outflow) from operating activities  564  262 
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17           Related party transactions

The Company is 55% owned by Invercargill City Holdings Limited and its ultimate parent is the Invercargill City 
Council, Powernet Limited is also part of the Invercargill City Holdings Limited group. MS Cook (ex Chairman and 
director) was also a director of Invercargill City Holdings Limited until December 2011.

2012 2011

$000 $000

(a) Invercargill City Holdings Limited

Revenue

Provision of services  -  - 

Interest subsidy received  197  212 

Derecognition of Loan  168  168 

Revenue outstanding at balance date to the Company  -  - 

Expenditure

Provision of services  60  - 

Interest paid  441  495 

Loans repaid/(drawndown)  139 (3,532)

Expenditure outstanding at balance date by the Company  -  - 

Loans outstanding at balance date by the Company  7,023  7,163 

(b) Invercargill City Council

Revenue

Provision of services  -  - 

Outstanding at balance date to the Company  -  - 

Expenditure

Provision of services  99  39 

Outstanding at balance date by the Company  4  - 

(c) WHK

Revenue

Provision of services  -  - 

Outstanding at balance date to the Company  -  - 

Expenditure

Provision of services  11  31 

Outstanding at balance date by the Company  -  - 
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(d) AJO Management Limited

Revenue

Provision of services  -  - 

Outstanding at balance date to the Company  -  - 

Expenditure

Provision of services  28  31 

Outstanding at balance date by the Company  6  - 

(e) Powernet Limited

Revenue

Provision of services  -  - 

Outstanding at balance date to the Company  -  - 

Expenditure

Provision of services  10  18 

Outstanding at balance date by the Company  -  - 

No related party transactions have been written off or were forgiven during the 2012 year (2011: nil).

Invercargill Airport Limited purchased services from WHK, an accounting firm, in which MS Cook is a principal.  These 
services included director fees, and were supplied on normal commercial terms.

During the year Invercargill Airport Limited purchased services from AJO Management Limited, a management 
company, in which AJ O’Connell is the Director. These services included director fees, and were supplied on normal 
commercial terms.

During the year Invercargill Airport Limited purchased electrical services from PowerNet Limited, an electrical 
infrastructure company, in which RM Walton was the Chief Executive Officer until December 2011. These services 
included director fees, and were supplied on normal commercial terms. 

Key management personnel include the Directors and General Manager. Short-term employment benefits consists 
of salaries and does not include any costs for the following, post-employment benefits, other long-term benefits and 
termination benefits as they are not provided by the Company. 

Key management personnel compensation comprises: 2012 2011

$000 $000

Short term employment benefits  122  339 

Directors Fees  90  85 

For the year ended 30 June 2012, Invercargill Airport Limited made no (2011: one) severance payments to an employee 
totalling $nil (2011: $35,473).
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18          Capital commitments and operating leases 2012 2011

$000 $000

Capital commitments 

Capital expenditure contracted for at balance date but not yet incurred for 
property, plant and equipment  -  - 

Operating leases as lessor 

The Company leases its investment property under operating leases. The majority of these leases have a non-
cancellable term of 36 months. The future aggregate minimum lease payments to be collected under non-cancellable 
operating leases are as follows:

2012 2011

$000 $000

Non-cancellable operating leases as lessor

Not later than one year  260  146 

Later than one year and not later than five years  403  214 

Later than five years  162  32 

Total non-cancellable operating leases  825  392 

There are no restrictions placed on the Company by any of the leasing arrangements. 

Operating leases as lessee 

The Company leases an ATM machine under an operating lease.  The future aggregate minimum lease payments to be 
collected under non-cancellable operating leases are as follows:

2012 2011

$000 $000

Non-cancellable operating leases as lessee

Not later than one year  5  5 

Later than one year and not later than five years  3 7

Later than five years  - -

Total non-cancellable operating leases  8 12

There are no restrictions placed on the Company by any of the leasing arrangements. 
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19            Contingencies

There are no contingent liabilities or assets at 30 June 2012 (2011: Nil).

20            Events after the Balance Sheet date

There were no other significant events after balance date.

22          Financial Instruments

Financial Instruments - Risk

The Company has exposure to the following risks from its use of financial instruments:

• Credit risk

• Liquidity risk

• Market risk.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk 
management framework

The Company has a series of policies to manage the risks associated with financial instruments. The Company is risk 
averse and seeks to minimise exposure from its treasury activities. The Company has established Company approved 
Liability Management and Investment policies.  These policies do not allow any transactions that are speculative in 
nature to be entered into.

• Credit risk

Credit risk is the risk that a counterparty will default on its obligation causing the Company to incur a financial loss.  

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of cash 
and short-term investments and trade receivables. Cash and short-term investments are placed with banks with high 
credit ratings assigned by international credit-rating agencies, or other high credit quality financial institutions.

The Company has no significant concentrations of credit risk.  The Company invests funds only in deposits with 
registered banks.

• Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty raising liquid funds to meet commitments as they 
fall due.  Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding through an 
adequate amount of committed credit facilities and the ability to close out market positions.  The Company aims to 
maintain flexibility in funding by keeping committed credit lines available.

In meeting its liquidity requirements, the Company maintains a target level of investments that must mature within the 
next 12 months. 

The Company manages its borrowings in accordance with its funding and financial policies.
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The following table details the exposure to liquidity risk as at 30 June 2012:

Maturity Dates

< 1 year 1-3 years > 3 years Total

$000 $000 $000 $000

Financial Assets

Cash and cash equivalents  545  -  -  545 

Trade and other receivables  174  -  -  174 

Construction work in progress  -  165  -  165 

Short term investments  58  -  -  58 

 777  165  -  942 

Financial Liabilities

Trade and other payables  247  -  -  247 

Employee benefit liabilities  64  -  -  64 

Borrowings - secured loans  483  1,034  5,506  7,023 

 794  1,034  5,506  7,334 

The interest rates on the Company’s borrowings are disclosed in note 14. 

The following table details the exposure to liquidity risk as at 30 June 2011:

Maturity Dates

< 1 year 1-3 years > 3 years Total

$000 $000 $000 $000

Financial Assets

Cash and cash equivalents  83  -  -  83 

Trade and other receivables  129  -  -  129 

Short term investments  397  -  -  397 

 609  -  -  609 

Financial Liabilities

Trade and other payables  266  -  -  266 

Employee benefit liabilities  46  -  -  46 

Borrowings - secured loans  389  794  5,948  7,131 

 701  794  5,948  7,443 



IAL ANNUAL REPORT 2012 41

• Market risk.

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity prices 
will affect the Company’s income or the value of its holdings of financial instruments.

currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange 
rates.  The Company is not exposed to currency risk, as it does not enter into foreign currency transactions.

interest rate risk

Interest Rate Risk : Fair Value Interest Rate Risk

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market 
interest rates.

The interest rates on the Company’s secured borrowings are disclosed in note 13 and the interest rates on cash and 
cash equivalents are disclosed in note 8.

The Company has no other significant exposure to interest rate risk.

The financial assets and liabilities are exposed to interest rate risk as follows:

Financial Assets

Cash and cash equivalents 

Trade and other receivables 

Construction work in progress

Short term investments

Financial Liabilities

Trade and other payables 

Borrowings - secured loans

interest rate risk : cash flow interest rate risk

Cash flow interest rate risk is the risk that the cash flows from a financial instrument will fluctuate because of changes 
in market interest rates.  Borrowings and investments issued at variable interest rates expose the Company to cash 
flow interest rate risk.

 - sensitivity analysis on financial instruments

Short Term Investments: If interest rates on short term investments at 30 June 2012 had fluctuated by plus or minus 
0.5% at the time of the investment rate being fixed, the effect would have been to decrease/increase the surplus 
before tax by $519 as a result of higher/lower interest revenue on fixed rate investments.

Cash and cash equivalents included deposits at call which are at floating interest rates.  Sensitivity to a 0.5% 
movements in rates is immaterial as these cash deposits are very short term.
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For the year ended June 30, 2012

Statement of Service Performance

The Statement of Service Performance for Invercargill Airport Limited prepared for the year ended 30 June 2012 set 
a number of financial performance measures. The targets and the Company’s achievement, as reported under IFRS, in 
relation to those targets are set out in the following table.

Actual - IFRS Target Actual - IFRS Target

2012 2012 2011 2011

$000 $000 $000 $000

Net Profit before Tax (NPBT) (738)  9  585  56 

Interest (net finance costs) (233) (348) (250) (313)

Net Profit before Interest and tax (NPBIT) (505)  357  835  369 

Total Assets  14,249  15,886  15,150  12,452 

Percentage of Equity to Total Assets

 Equity  6,287  6,377  6,810  3,387 

 Total Assets  14,249  15,886  15,150  12,452 

 % 44.12% 40.14% 44.95% 27.20%

Operating Revenue  2,514  2,498  3,043  2,523 

Expenditure  3,019  2,140  2,208  2,154 

Results from Operating Activities (505)  358  835  369 

Net Finance Income (233) (348) (250) (313)

Operating surplus/(deficit) before tax (738)  10  585  56 

Tax (215)  -  142  - 

Retained Earnings (523)  10  443  56 

Dividend  -  -  -  - 
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