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Summary of Performance
The first six months of 2012-13 has shown early signs 
of recovery and growth in domestic markets. However, 
international markets continue to be a challenge for 
Airways, with heavy competition for every piece of business 
we pursue and challenges in getting reliable payment 
terms. This said, the capability of the team and business 
initiatives being developed provide exciting opportunities 
for Airways.

Airways began the year on a journey to double revenue, 
triple profitability and employ an additional 200 people 
by 2020. It is well understood that execution and delivery 
of strategy is a more difficult task than its creation, but 
good progress has been made. A key success in the 
journey so far has been the very high calibre of the senior 
management team and new directors Airways  
has attracted. 

The Board took an active role in recruiting some highly 
experienced and competent international managers. 
Russell Hulstrom, General Manager of Airways Global 
Services, joined Airways with 25 years’ experience 
and an outstanding record of international business 
development, having successfully competed for business 
all around the world, particularly in India, Europe, Russia 
and the Commonwealth of Independent States, and the 
Middle East. 

Pauline Lamb starts at Airways in early March as General 
Manager System Operator. Pauline has built a long and 
successful career at NATS in the UK, starting as a controller 
in 1983 and subsequently gaining extensive management 
experience in the Enroute, Terminal and Airport air traffic 
control environments. Her most recent role at NATS was 
Operations Director, delivering air traffic control services 
across Central and Northern England, Scotland and the 
North Atlantic. 

Pauline and Russell joined existing employee, Mark 
Loveard, Chief Financial Officer and General Manager 
Shared Services, on the executive team. We have also 
appointed 14 managers at the next level, across new and 
existing roles. During the half year they’ve had a thorough 
induction and are now fully operational. 

A major achievement was the finalising of contracts with 
both the RNZAF and Thales to provide new Navigational 
Aids at Ohakea and Whenuapai. The contracts included 
the purchase and installation of four instrument landing 
systems and two Doppler VHF Omnidirectional Radio 
Range Navigational Aids (DVORs) as well as a 15-year 
maintenance support agreement. 

The southern PBN implementation in mid-November 
was a major success and won the international Jane’s 
Aviation Operational Efficiency award. The challenge was 
to deliver safe and more efficient air traffic management in 
the extreme-terrain airspace above Queenstown. Airways 
designed and created a completely new airspace and flight 
procedure system based on Performance Based Navigation 
(PBN). Commercial aircraft movements have risen from 
4 to 12 per hour, and more than doubled even in poor 
weather conditions. 

The results of PBN have been ahead of target. The average 
monthly airborne delay in December 2012 was 406 
minutes, compared with pre-PBN delays of 2,000–2,800 
minutes. The annual fuel savings to our customers are 
between $630,000 to $950,000 and CO2 savings are 
more than two million kg a year. While these figures are 
based on just a few weeks of operation, we expect the 
benefits from PBN to continue.

Installation of the Southern Automatic Dependent 
Surveillance Broadcast (ADS-B) network commenced 
during the half year. This will provide surveillance coverage 
over Dunedin, Invercargill and Tasman Sea, west of 
Queenstown, utilising what is planned to be Airways next 
generation surveillance technology. This programme is on 
course to be commissioned in September 2013.

System Operator (including Shared Services and 
Governance) half year NOPAT (before QTE lease and 
transformation costs) was $6.9m, better than budget 
expectations of $4.9m.

Revenue from our domestic Air Navigation Service (ANS) 
of $71.3m is $0.8m below budget, due to de-scheduling 
of long-haul routes, fog and customer maintenance 
requirements.  There have also been delays in Pacific 
engineering and flight inspection projects.

In one of the company’s most critical operational roles, 
Airways recruited Head of Safety and Standards, Susan 
D’Ath Weston from a similar role at Qantas. 

Financial performance
Airways has had a strong start to the financial year with a 
Group Net Operating Profit After Tax (NOPAT) of $18.9m 
compared with $7.7m for the same period last year.  The 
increase is largely driven by a one-off transaction, being 
the early termination of Airways Cross Border Lease (QTE 
Lease).  This termination resulted in the release of deferred 
income of $18.8m and, allowing for termination costs, 
transactions and tax, resulted in an increase to NOPAT  
of $12.8m.

Group NOPAT, before the impact of the QTE lease 
termination, came to $6.1m, exceeding budgeted NOPAT 
of $1.3m due largely to timing of transformation costs  
and capital expenditure projects.  

Total operating expenses when compared to prior year 
have increased by $3.4m due largely to inflationary 
increases and one off transformation and QTE lease 
termination costs.   

Consistent with previous years, NOPAT for the six months 
to June 2013 is expected to taper off from the first half 
levels, with airline volumes weighted to the first half of the 
year and capital expenditure weighted to the second half.  

System Operator
In a positive start to the operating year, one highlight 
has been the collaborative processes around the new 
Wellington tower project. Agreement on the location and 
construction of the new control tower was reached with 
the Wellington airport company and airlines. We look 
forward to starting construction work in the 2013-14 year. 

Another successful project has seen senior Airways staff 
become part of the airport teams at Wellington Airport 
and Auckland Airport. This has greatly enhanced our 
relationship with them and enabled synergies to be 
identified, and projects to be progressed quickly and 
smoothly. We are hoping to continue this model with 
other airport companies. 

A focus on tightly managing costs and lower than planned 
depreciation have contributed to total expenses of $69.0m 
YTD (including Shared Services and Governance costs) 
coming in $2.5m favourably compared to budget.

Airways Global Services 
Airways Global Services recorded a half year loss (before 
QTE lease and transformation costs) for the first six months 
of ($0.4m) compared with a budgeted NOPAT of $0.2m. 

This unfavourable variance is largely the result of provisions 
against overdue customer debt and delays in finalising 
pipeline sales planned for in the budget. While we’re 
confident that Airways will be paid for the work we’ve 
delivered, international markets are volatile and we’re 
growing our capability to find, keep and be paid for work.

Extensive engagement with our partners Société 
Internationale de Télécommunications Aéronautiques 
(SITA) and Civil Air Navigation Services Organisation 
(CANSO) positioned Flightyield™ for launch in February  
as the easier, smarter way to manage revenue for the 
global air traffic control industry.

Airways’ training business continues to perform in a 
competitive international market. We were awarded new 
contracts for ATC training for the Saudi National Guard 
and technical training for Oman. There has also been 
an upsurge in interest in our Total Control ATC simulator 
system.

Our multi-year engagement in Oman evolved in December 
when the prime contractor responsible for building the 
new airport was replaced.  However the new contractor 
has re-engaged some of the Airways team and we have 
placed others in Kuwait in partnership with NATS UK.

Chairperson and  
Chief Executive Officer Report
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Susan Paterson 
Chairperson

Ed Sims  
Chief Executive Officer

safety Performance – Loss of separation (Los)

In the first half of the year it became clear that the spike 
in loss of separation incidents experienced in the 2011-
12 year was reducing. We are constantly vigilant, and our 
Safety Management System (SMS) Refresh strategy will 
provide future capability in contributing factors identification 
allowing us to fully understand and mitigate these types  
of issues.

The total number of Airways attributable ‘Loss of 
Separation’ events fell by 35% from the previous period. 

service Reliability: 99.84% against target of 99.95%.

While our service availability is marginally behind target, 
this is expected to improve in the second half of the  
year. Much of the variance is due to the outage of the 
CATIII Landing system in Auckland, which has now  
been stabilised.

Safety & Service Availability Performance Progress on Key Initiatives

1 Jan - 30 Jun 2012 1 Jul - 31 Dec 2012

Incident
Loss of  

Separation (LOS)
Serious LOS Total LOS

Loss of  
Separation (LOS)

Serious  
LOS

Total  
LOS

12 Mth.  
moving average

Airways  
Attributable 

21 2 23 14 1 15 19.0

Non-Airways 
Attributable

20 2 22 10 7 17 19.5

45 32 38.5

2012/13 Initiatives Progress to December 2012 Status

Airways Group

Implement the new  
business model 

All roles needed to deliver the new business model have been filled  
and the key elements of each business unit are now in place.

Complete

System Operator

Agree the 2013-16  
pricing round 

The Pricing Plan has been developed following constructive informal discussions, and formal 
consultation began on 1 February. It includes extensive meetings with industry stakeholders.

Progressing to Plan

Refresh the safety management 
programme 

A formal Safety Management System (SMS) implementation plan has been drafted to not 
only meet the future CAA rule part amendments, but also to improve the SMS maturity 
level. The SMS elements will be key reference for setting the 2013/14 Safety Management 
Plan and support the creation of a clearer picture of safety in the business.

Progressing to Plan

Launch two new services 
The first new service involving the provision of real time flight information to airports (FIDS)  
is in trial phase with a planned launch in late February 2013.

Progressing to Plan

Global Services

Implement strict investment gating 
and management process 

Global Services management team has been established. New centralised shared sales and 
marketing function defined with new Head of Sales and Marketing to start February 2013. 
Commercial programme delivery role defined and recruitment underway.

Progressing to Plan

Create a profitable  
presence in key markets 

Refining the sales and marketing function/role above was a key preliminary step. Likely to 
have presence in the busy Middle-East area by mid-2013.

Progressing to Plan

Establish an innovative investment 
origination process 

Global Services management team driving the agenda. Innovative approach taken with the 
proposed Aeronautical Information Management (AIM) joint venture business.

Progressing to Plan

Progress 3 new businesses  
in incubation 

2 businesses currently in incubation. The new Bureau Billing Service launched  
in February 2013 and development of the second new business case is currently underway.

Progressing to Plan

Shared Services

Streamline services to meet the 
different customer needs of System 
Operator and Global Services 

The Financial Management Information System replacement project was approved by 
the Board in December. The project team will commence work at the end of February 
2013, with the target go live date 1 November 2013. It will significantly improve financial 
processes across the business.

Progressing to Plan

Right first time processes 
A number of process and service enhancements have commenced and further 
improvements are planned for the second half of year.

Progressing to Plan

Refresh processes to make them 
customer focused  
and fit for purpose 

A number of process and service enhancements have commenced and further 
improvements are planned for the second half of year.

Progressing to Plan

Lead establishing the  
spirit and purpose 

The performance management process has been reviewed and a number  
of enhancements are currently being rolled out.

A People Strategy for the 2013-14 financial year is being presented to the Board’s  
Remuneration Committee in February 2013.

Progressing to Plan
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Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited

STATEMENT OF CHANGES IN EQUITY  NZ IFRSSTATEMENT OF COMPREHENSIVE INCOME   NZ IFRS

(All figures shown in tables are in $NZ thousands unless otherwise stated) (All figures shown in tables are in $NZ thousands unless otherwise stated) 

GROUP

For the period ended 31 December 2012 
Dec 2012  

Unaudited
Dec 2011 

 Unaudited
Notes

Revenue 

Service delivery 73,138 72,092

Other income 28,802 10,947 3

Finance income 22 12

101,962 83,051

Expenses

Depreciation 6,671 6,645

Amortisation 798 675

Employee remuneration 48,173 46,458

Employee related costs 1,359 1,172

Other operating expenses 14,676 13,837 3

Rental expense on operating leases 2,939 2,466

Finance expenses 1,147 1,157

75,763 72,410

Net operating profit before taxation 26,199 10,641

Taxation (7,335) (2,974)

Net operating profit after taxation 18,864 7,667

Other comprehensive income

Movement on foreign exchange cash flow hedge reserve 31 (1,314)

Movement on interest rate derivative cash flow hedge reserve 88 (825)

Deferred tax for current year on items recognised directly to equity (34) 595

Total other comprehensive income 85 (1,544)

Total comprehensive income for the year 18,949 6,123

Attributed to: 

Equity shareholders 18,949 6,123

This statement is to be read in conjunction with the Notes to the Financial Statements on pages 12-13. This statement is to be read in conjunction with the Notes to the Financial Statements on pages 12-13. 

GROUP

Contributed 
Equity

Hedge  
Reserve

Retained 
Profits Total

Balance as at 1 July 2011 41,100 (134) 3,409 44,375

Comprehensive income 

Surplus after taxation - - 7,667 7,667

Other comprehensive income 

Foreign exchange hedges recognised in: - - - -

Property, plant & equipment - (5) - (5)

Net surplus before taxation - (1,237) - (1,237)

Movement in value of: 

New foreign exchange hedges - 421 - 421

Foreign exchange hedges held throughout the year - (4) - (4)

New interest rate hedges - (148) - (148)

Interest rate hedges held throughout the year - (1,166) - (1,166)

Deferred tax - 595 - 595

Total other comprehensive income - (1,544) - (1,544)

Total comprehensive income - (1,544) 7,667 6,123

Transaction with owners 

Dividends paid - - (2,000) (2,000)

Total transactions with owners - - (2,000) (2,000)

Balance as at 31 December 2011 41,100 (1,678) 9,076 48,498

Balance as at 1 July 2012 41,100 (1,959) 7,716 46,857

Comprehensive income 

Surplus after taxation - - 18,864 18,864

Other comprehensive income 

Foreign exchange hedges recognised in: 

Property, plant & equipment - 50 - 50

Net surplus before taxation - 105 - 105

Movement in value of: 

New foreign exchange hedges - (1) - (1)

Foreign exchange hedges held throughout the year - (18) - (18)

New interest rate hedges - (3) - (3)

Interest rate hedges held throughout the year - (14) - (14)

Deferred tax - (34) - (34)

Total other comprehensive income - 85 - 85

Total comprehensive income - 85 - 18,949

Transaction with owners 

Dividends paid - - - -

Total transactions with owners - - - -

Balance as at 31 December 2012 41,100 (1,874) 26,580 65,806
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Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited

INTERIM STATEMENT OF CASH FLOWS   NZ IFRSINTERIM BALANCE SHEET NZ IFRS

(All figures shown in tables are in $NZ thousands unless otherwise stated) (All figures shown in tables are in $NZ thousands unless otherwise stated) 

GROUP

As at 31 December 2012 Dec 2012 Unaudited Dec 2011 Unaudited Jun 2012 Audited Notes

ASSETS 

Current assets

Cash and cash equivalents 5,435 8,483 5,792

Trade and other receivables 19,085 19,185 20,884

Prepayments 2,002 1,996 1,117

Derivative financial instruments 414 774 523

Total current assets 26,936 30,438 28,316

Non-current assets 

Property, plant and equipment 109,931 106,176 109,234

Intangibles 4,342 4,505 4,040

Parts inventory 1,440 1,399 1,349

Other non-current assets 84 84 84

Derivative financial instruments 16 8 23

Total non-current assets 115,813 112,172 114,730

TOTAL ASSETS 142,749 142,610 143,046

LIABILITIES 

Current liabilities 

Trade and other payables 4,515 4,366 8,299

Employee entitlements 18,331 17,978 20,488 4

Derivative financial instruments 117 415 455

Current tax liability 5,019 1,898 1,810

Deferred income - - 18,840 3

Provisions 271 - 1,035

Total current liabilities 28,253 24,657 50,927

Non-current liabilities 

Deferred tax liability 8,059 8,829 7,876

Deferred income - 20,069 - 3

Employee entitlements 8,079 7,063 7,906 4

Derivative financial instruments 2,552 2,494 2,480

Loan facility – unsecured 30,000 31,000 27,000

Total non-current liabilities 48,690 69,455 45,262

TOTAL LIABILITIES 76,943 94,112 96,189

NET ASSETS 65,806 48,498 46,857

EQUITY 

Share capital 41,100 41,100 41,100

Reserves (1,874) (1,678) (1,959)

Retained earnings 26,580 9,076 7,716

TOTAL EQUITY 65,806 48,498 46,857

This statement is to be read in conjunction with the Notes to the Financial Statements on pages 12-13. This statement is to be read in conjunction with the Notes to the Financial Statements on pages 12-13. 

GROUP

For the six months ended 31 Dec 2012 Dec 2012  
Unaudited

Dec 2011  
Unaudited

Cash flow from operating activities 

Cash was provided from:

Receipts from Customers 84,540 84,602

Interest Received 22 2

Cash was applied to:

Payments to suppliers (19,114) (21,164)

Payments to employees (54,039) (51,555)

Interest paid (1,100) (1,087)

Goods and services tax 1,387 1,766

Payment of income tax (3,944) (1,624)

Net cash flows from operating activities 7,752 10,940

Cash flows from investing activities 

Cash was provided from: 

Sale of property, plant and equipment 10 22

Cash was applied to:

Purchase of property, plant and equipment (11,119) (9,333)

Net cash flows from investing activities (11,109) (9,311)

Cash flows from financing activities 

Cash was provided from: 

Loan facility 3,000 1,000

Cash was applied to: 

Repayment of loan facility - - 

Payment of dividends - (2,000)

Net cash flows from financing activities 3,000 (1,000)

Net (decrease)/increase in cash held (357) 629

Cash at the beginning of the period 5,792 7,854

Cash at the end of the period 5,435 8,483
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Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited

NOTES TO THE FINANCIAL STATEMENTS  NZ IFRSNOTES TO THE FINANCIAL STATEMENTS  NZ IFRS

NOTE 1 REPORTING ENTITY 

Airways Corporation of New Zealand Limited is a limited liability company incorporated and domiciled in New Zealand. The address of its 
registered office is Level 26, Majestic Centre, 100 Willis St, Wellington, New Zealand. Airways Corporation of New Zealand Limited is a  
State-Owned Enterprise established under the State-Owned Enterprise Act 1986 with shares held in equal numbers by the Minister for  
State-Owned Enterprises and the Minister of Finance, on behalf of the Crown. 

These Group consolidated financial statements are for Airways Corporation of New Zealand Limited(“ACNZ”) and its wholly owned subsidiaries, 
Airways International Limited (“AIL”) and Airways Training Limited. During the period, Airways Equipment Limited, a wholly owned subsidiary, 
was amalgamated with its parent, ACNZ. All companies are registered under the Companies Act 1993. Airways refers to the “Group”: Airways 
Corporation of New Zealand, as well as its wholly owned subsidiaries. The term “Parent” refers to Airways Corporation of New Zealand Limited. 

Airways is designated as a profit-oriented entity for financial reporting purposes. 

Airways’ principal business is the provision of air traffic management services, associated aviation infrastructure services and the production and 
sale of aviation related publications within New Zealand. 

In addition to this, Airways is involved in international: 
i  Air navigation services and maintenance of systems  
ii  Consultancy  
iii  Training, and  
iv Software development, sale and implementation. 

NOTE 2 BASIS OF PREPARATION 

(A) STATEMENT OF COMPLIANCE 

These interim financial statements as at and for the six months ended 31 December 2012 have been prepared in accordance with Generally 
Accepted Accounting Practice in New Zealand and NZ IAS 34, ‘Interim Financial Reporting’. They comply with the New Zealand Equivalents 
to International Financial Reporting Standards (NZ IFRS) and other applicable Financial Reporting Standards, as appropriate for profit oriented 
entities. These Interim Financial Statements should be read in conjunction with the 2012 Annual Report. 

The financial statements have also been prepared in accordance with the requirements of the Financial Reporting Act 1993, Companies Act 
1993 and the State-Owned Enterprises Act 1986. 

(B) BASIS OF MEASUREMENT 

The principal accounting policies adopted in the preparation of the financial statements are consistent with those followed in the preparation  
of the financial statements prepared as at June 2012. 

The financial statements have been prepared on the historical cost basis as modified by the revaluation of derivative financial instruments. 

(C) FUNCTIONAL AND PRESENTATION CURRENCY 

Items included in the financial statements of each of Airways’ entities are measured using the currency of the primary economic environment 
in which it operates (‘the functional currency’). The consolidated financial statements are presented in New Zealand dollars, which is Airways’ 
functional and presentation currency and all values unless otherwise stated are rounded to the nearest thousand dollars ($’000). 

NOTE 3 OTHER INCOME AND AIRWAYS’ CROSS BORDER LEASE

Airways’ cross border lease was terminated on 25 July 2012, resulting in the recognition of the remaining $18.8 million of deferred guarantee fee revenue 
in “Other Income” in the current period. The overall impact of the termination has been to increase Net operating surplus after taxation by $12.8 million. 
From a cash flow perspective the termination has resulted in an outflow of cash with the crystallisation of tax on the deferred guarantee fee.

NOTE 4 EMPLOYEE ENTITLEMENTS

Employee entitlements (Current and Non-Current) is largely made up of annual leave, long service leave and retiring leave liabilities. Non-current 
employee entitlements have increased by $1.0 million from December 2011 due mainly to changes in discount rates used for the actuarial valuation.

NOTE 5 CAPITAL COMMITMENTS 

Airways had total capital commitments of $20.6 million as at 31 December 2012 ($13.4 million as at 31 December 2011). Airways will fund 
this programme through operating cash flow and increased debt (whilst remaining within current loan facilities and covenants).

NOTE 6 OPERATING LEASE COMMITMENTS 

Lease commitments under non-cancellable operating leases: 

(All figures shown in tables are in $NZ thousands unless otherwise stated)

These lease commitments relate to both unsigned leases under negotiation and signed leases. Management has estimated the future lease 
commitments for unsigned leases, based on the most recent negotiations. The Group leases various land, buildings, IT hardware and equipment 
under non-cancellable operating lease agreements. Lease terms are between two and twenty one years and most agreements  
are renewable at the end of the lease period. 

NOTE 7 CONTINGENT LIABILITIES 

There are no contingent liabilities in addition to those identified in the notes above (2011: Nil). 

NOTE 8 SUBSEQUENT EVENTS 

There have been no significant events occurring since balance date requiring disclosure.

NOTE 9 RECONCILIATION OF THE NET CASH FLOW FROM OPERATING ACTIVITIES TO REPORTED PROFIT

GROUP

Dec 2012 Dec 2011

Less than one year 4,169 4,142

One to two years 3,652 3,843

Two to five years 7,802 8,824

Over five years 3,439 5,362

Total Operating Lease Obligations 19,062 22,171

GROUP

For the six months ended 31 December 2012 Dec 2012 Dec 2011

Net profit after taxation 18,864 7,667

Add non cash items:

Accounting (gain)/loss on sale of fixed assets 41 (14)

Amortisation 798 675

Depreciation 6,671 6,645

Total adjustments for items not in profit impacting cash flow 7,510 7,306

Add movements in working capital items:

(Decrease) in payables* (20,063) (703)

(Increase)/decrease in receivables 1,441 (3,330)

Total adjustments for items not in profit impacting cash flow (18,622) (4,033)

Net cash inflow from operating activities 7,752 10,940

* The decrease in payables is largely the result of the early termination of Airways’ cross border lease. Refer note 3 for details.
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Airways New Zealand December 2012 Consolidated Interim Financial Statements – Unaudited

EVA KEY PERFORMANCE INDICATORS   EVA

(All figures shown in tables are in $NZ thousands unless otherwise stated) 

PARENT COMPANY

For the six months ended 31 December 2012 Dec 2012 Dec 2011

Debt & Equity Employed

Debt Employed 40,770 41,172

Equity Employed 92,245 96,028

Total Debt & Equity Employed 133,015 137,200

Charge on Operating Capital 3,434 3,835

Charge on Equity Capital 2,938 3,221

Economic Value Added (EVA) 2,286 2,351

Summary of Parameters for cost of capital 

Risk free rate – 5 yr Government Stock 2.91% 3.39%

Market risk premium 7.0% 7.0%

Company tax rate 28.0% 28.0%

Business risk factor (asset beta) 0.45 0.45

Cost of Capital 5.25% 5.59%

Cost of Equity Capital 

   Equity Risk factor (equity beta) 0.60 0.65

   Cost of equity 6.30% 6.99%

EVA Explanation: 
An explanation of EVA accounting is found in the Airways New Zealand 2012 Annual Report which is found at:  

http://www.airways.co.nz/about_Airways/corporate-publications.asp 

Consistent with the previous year, Airways’ Parent Company EVA result of $2.3m for the 6 months to December 2012 is expected to reduce in 

the second half of the financial year. Air traffic volumes are seasonally weighted to the first half of the financial year and capital expenditure is 

weighted to the second half of the year.
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