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Drivers of Variance YTD

« Timing of delivery — slower capex drives lower interest expense

« Market & economic conditions - higher interest rates, fuel costs and
material prices

« Demand and activity levels — slower economic conditions reducing
demand, eg, building consents, airport and parking

« One-off events - January weather event & early vesting of Papamoa
East Interchange (PEI) to NZTA

« Accounting Standards and reporting differences - Finance lease for
90 Devonport Road, capitalisation timing, depreciation

et 0 a0 0 " 0n" 2 %" I "
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Favourable YTD results impacted by accounting treatments
for year end

« Year-to-date results are favourable to Annual Plan (AP)

« The full year forecast of surplus is unfavourable due to accounting
impacts that are not cash, and do not reflect service delivery

« Next year's Annual Plan has incorporated the favourable operational
revenue and expenditure trends

« The preparation for year end including capitalisation/depreciation has
continued to identify areas for improvement in our processes - the way
we respond to information coming through asset management,
revaluation of assets, and project planning which is reflected in
depreciation. A review of these processes is proposed for the LTP.
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9 Months (YTD) results

« Year-to-date results are favourable to Annual Plan (AP)

« Operating revenue $25.6m above AP; operating expenditure $16.6m
below AP

- $19.6m Tauriko West revenue received earlier in year than budgeted
- Rates and finance revenue $5m above AP

- Lower operating costs of $24m across stormwater, digital, planning and
transport, and other areas offsetting weather event expenditure ($2.3m)

-« Offset by higher depreciation of $6.6m (including accounting entry for
finance lease)
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Surplus and Deficit to Date and Full Year Outlook

Year to Date

« YTD Surplus before gains and losses of $52m ($25m favourable to AP). This surplus includes asset
development revenue. The balanced budget prudence measure is 107% against 98.3% YTD AP.

« The operating deficit, which excludes asset revenues, is $10.5m YTD, which is favourable to AP by
$42m.

Full Year Forecast

« Full-year Surplus before gains and losses is forecast to be $41.5m, $6.4m unfavourable to AP due to:
« |IAF revenue delay, ($15m)
+ below AP user fee revenue ($5.5m), and

» activity forecasts of expenditure for last three months particularly in Transport. There is some risk this level of
increased expenditure will not occur.

+ Forecast deficit before tax of $16.6m ($62.8m unfavourable to AP)
«  Driven primarily by early vesting of Papamoa East Interchange valued at $63m
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Forecast Full year expenditure not affecting rates
surplus

« Unbudgeted depreciation, weather events and accounting impacts add
$12.5m of costs reported, most of which is not rates funded:

« risk reserve will fund $4.4m expenditure on weather event response and recovery,
« non-cash accounting entries $3.1m recorded in depreciation and interest,

« $5m full year forecast of additional depreciation may or may not be funded
(transport 51% unfunded due to NZTA contribution).

- Rates surplus of $3.2m that has been committed to carry forward
remains within forecast
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Iltem 10.10 - Attachment 1 Page 9



City Delivery Committee meeting Attachments - Minutes 28 April 2026

Capital Expenditure

- $281m of capital expenditure delivered to 31 March 2026

 Full-year forecast spend of $405m against AP of $502m and revised budget
of $453m

« Rephasing across programmes is to be confirmed through 2026/27 Annual
Plan to be presented to Council in late May/early June.

« Civic Whare Exhibition and Museum (CWEM) project progressing ahead of AP
with bring-forward approval under Chief Executive delegation, with other
project adjustments offsetting the debt impact.

« Capitalisation of loan funded work in progress from previous years has

identified project expenditure to be written back to operating costs ($4.8m)
mostly in transportation
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Treasury and Debt

« Forecast net debt at 30 June 2026 of $1.51b ($140m below Annual Plan)
« Lower opening debt and slower capital delivery are key drivers of lower debt.

« At 31 March there is $99.6m of off-balance-sheet funding of transport projects
through IFF. Including this debt, total net debt is forecast to be $1.61b at 30 June.

+ 70% of balance sheet debt is fixed; average cost of borrowing is 3.96%

+ Final borrowing in May and June will not materially impact full year interest costs, even
if new borrowing rates increase.

» Treasury operations remain within policy.

* Annual credit review with S&P Global on 27 May
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Next Steps

« Undertake a full review of depreciation processes prior to the Long-
term Plan, including requirements of asset management, project
budgeting and capitalisation to improve budgeting and ensure
appropriate depreciation

« Continue close monitoring of operating and capital performance
« Confirm capital rephasing and carry forwards in Annual Plan

« Quarter 4 monitoring report to be presented after year end.
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KEY PERFORMANCE TARGETS

H1FY26 FORECASTED FY26 RESULT
H1FY26 YTD NET SURPLUS BEFORE TAX (UNFUNDED) FY26 FORECASTED NET SURPLUS BEFORE TAX (UNFUNDED)
S -$32,784 .
' 72,805
($33.8k or 51% ahead of budget) @ s ’
H1FY26 YTD TOTAL REVENUE ($30.7k or 73% ahead of budget)

m $ 1 6 = 5 5 m FY26 FORECASTED TOTAL REVENUE

($1.05m or 7% ahead of budget)

Frmoswe | o $31.48m

(9% ahead of target)

($1.2m or 4% ahead of budget)

H1FY26 YTD CUSTOMER SATISFACTION

% 840/ *Includes estimated Mount Hot Pools insurance proceeds
(-]

(1% behind target)
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