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$1,090,365 NET
PROFIT

INTERNATIONAL
SERVICES
WITHDRAWN

REVENUE $5,180,895
DOWN 7%

508,780 PASSENGERS
DOWN 6%

DOMESTIC UP 2%

FOR THE YEAR ENDED 30 JUNE 2008

The year-end result of $1,090,365 is satisfactory considering the challenges
faced by the company during the year and the progress that has been achieved on
a number of fronts.

The announcement by Air New Zealand in September that the Freedom Air brand
would be withdrawn from 30 March 2008 and not replaced at Palmerston North
was extremely disappointing.

Although Australian-based airline, Ozjet planned to replace the Brisbane and
Sydney sectors, changes in their company ownership prevented the service getting
started.

We believe the market for trans-Tasman services centred on Palmerston North
remains and that ultimately this will be pursued by another airline. The aviation
sector is adjusting to unprecedented increases in fuel costs over recent months.
Combined with negative sentiment from the economy in general, this is giving
rise to uncertainty for airline decisions. The case for operating point to point
based on Palmerston North©s central location is not necessarily prejudiced by this
pressure.

The company is proactively seeking out opportunities to re-establish the services,
however at the time of reporting there is no commitment from any airline.

Despite growth in non-aeronautical income, revenue (exclusive of capital
contributions) at $5,180,895 is down 7% on last year and this is largely attributable
to reduced international services through the year, and ultimately the loss of those
services for the last quarter. International seat capacity was down 53% on average
for the year while domestic capacity increased 4%.

Overall passenger numbers were down 6% for the year, made up of a 46% reduction
in international passengers (43,116) over the previous year and a 2% increase in
domestic passengers (465,664). Load factors on the international services were
excellent, averaging over 93% for the year for the larger Brisbane sector and 75%
on the Sydney sector.
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% OVERSEAS
VISITORS
INCREASED

EBITDA $2,863,797

AFTER-TAX SURPLUS
10% BELOW SOI

CAPITAL WORKS
DEFERRED

PROGRESS ON KEY
PROJECTS

DESIGNATION OF
LAND FOR RESA AND
FUTURE RUNWAY
COMPLETED

PROGRESS MADE
ON AIRPORT DRIVE

EASTERN RESA
COMPLETE

DISTRICT PLAN
CHANGE FOR LAND
EXCHANGE AND
RAIL IN PROGRESS

The proportion of short-term overseas visitors on the international sectors
continued to increase through the year, averaging 39% of the passengers served
during the year.

Earnings (exclusive of capital contributions) before interest, tax and depreciation
(EBITDA) of $2,863,797 are down 12% on the previous year and 7% below the
Statement of Intent budget.

The net after-tax surplus of $1,090,365 is 25% below last years result and 18%
below the Statement of Intent budget.

The company©s development programme and operating environment has been
reviewed as a result of the loss of international services. As a consequence 74%
of previously planned capital works budgeted at $3.74m have been deferred in the
course of the year.

This adjustment has been taken into account in the Statement of Intent that has
been put in place for the 2008/09 year.

Signi®cant progress has however been maintained on a number of key projects
that are strategically important for the airport to re-establish international services
and grow the company®©s business.

Following court-assisted mediation in early December 2007, all appeals to the
company®©s designation of land for runway End Safety Area (RESA) and future runway
extension at the western end of the runway have been resolved and ®nalised with

a Consent Order issued by the Environment Court.

With the exception of Milson Line road reserve, all of the land within the designation

at the western end of the runway has now been secured, with the ®nal purchase
due for settlement in July 2008. Construction of RESA at the western end of the

runway is dependent upon the closure of Milson Line.

The Palmerston North City Council, as the road contolling authority, has noti®ed its
intention to stop part of Milson Line under the Local Government Act, and a hearing has
been completed. An Environment Court hearing of olgctions in March 2008 has been
adjourned to enable the affected roading authorities to provide further information.

In anticipation that linking Airport Drive through to Railway Road may be required
as a pre-requisite to stopping Milson Line, as embraced in a memorandum of
understanding between the affected roading authorities, the company made
signi®cant progress on construction during the year. Further work has however been
deferred until ®nalised conditions relating to stopping Milson Line are known.

A 145metre RESA has been completed at the eastern end of the runway.

The company, in conjunction with the Palmerston Noth City Council, has lodged a
District Plan change to rezone land that has been agreed for exchange between the
parties. This will enable rail access to the airport and neighbouring industrial land from
the main trunk railway line. The hearing before anindependent commissioner has
been adjourned until July 2008 to enable further acoustic evidence to be provided.
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DESIGNATION OF
LAND TO NORTH
PROGRESSED

LIGHT AIRCRAFT
APRON EXTENDED

PRE-PAY CARPARK
CARDS

REVALUATIONS

AIR SPACE
SAFETY REVIEW
UNDERTAKEN

COMPLIANCE
ACHIEVED

AIR NZ PLANS
IMPROVED
CUSTOMER SERVICE

DOMESTIC SECURITY
UNDER REVIEW

A decision is currently awaited on a Notice of Requirement designating contiguous
land on the northern side of the airport, bounded by Setters Line and Richardsons
Line, for future airport purposes.

A signi®cant extension has been added to the sealed light aircraft parking apron
in the vicinity of the aero club. This re ects a sustained period of growth in pilot
training based at Palmerston North. The work has included lime stabilisation of
a substantial area of the adjacent grass so that more is available for local and
itinerant aircraft without being weather-dependent.

Pre-pay electronic cards have been introduced for frequent users of the airport
carpark as part of on-going improvements in customer service.

The company®©s land and buildings were revalued during the previous ®nancial year.
The market has not moved suf®ciently to warrant re-valuation during the past year,
the only movement in asset values being at cost.

The Civil Aviation Authority has conducted an air space safety review, the ®rst of
a series planned to be undertaken around New Zealand. Draft recommendations
which focus on improving safety during periods when air traf®c control is not
operational are currently being considered. Air traf®c control operates for all
scheduled commercial passenger services.

Palmerston North International Airport has been maintained and operated in
accordance with all regulatory obligations. Very satisfactory independent safety
and security audits have been received from the Civil Aviation Authority.

Air New Zealand introduced a self-check-in kiosk for domestic “ights to ease
queuing at peak periods. Planning is in progress to implement a range of new
processes to enhance the service for Air New Zealand customers. Where possible
these will be integrated with other airport services to provide a more convenient
experience, particularly for regular travelers.

The Airways Corporation of NZ completed a refurbishment of the exterior of the
Control Tower during the year.

Security requirements for domestic “ights are being reviewed by the Government
following an attempted hijacking between Blenheim and Christchurch in February
2008. This could have signi®cant cost implications for all domestic airports
depending upon the standards adopted.
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CUSTOMER FOCUS

PARTLY PAID
SHARES CALLED UP

4.3CENT DIVIDEND

DIRECTORS
APPOINTMENTS

APPRECIATION

Qualmark quality endorsement of the airport was renewed during the year following
independent assessment. A customer satisfaction survey commissioned during
the year indicates that 91% of airport visitors are satis®ed, with a signi®cant
increase in the number who are ©very satis®ed© compared with the previous survey
in 2005.

The 35 cent uncalled balance of the 5,800,000 partly paid shares was called up
during the year in anticipation of progress in the ®rst stage of maintaining and
developing runway capacity. Commencement of subsequent stages will be subject
to the business case being updated and shareholder approval. All shares issued
are now fully paid.

A dividend of 4.3 cents per dollar of paid up capital (exclusive of premium on
issue) as at 30 June 2008, has been authorised by the Board in respect of the
2007/2008 ®nancial year. This equates to a distribution of $395,385.

Mr. Gerard Gillespie was appointed as a director during the year, and Messrs
Rodney Wong and Ormond Stock were re-appointed as directors.

Mr. Derek Walker and Dr Gordon Cruden retire by rotation at the forthcoming
annual general meeting in accordance with the constitution, and both are available
for re-appointment.

The signi®cant role of the company©s suppliers and customers in achieving a
successful result is appreciated. We wish to welcome Gerard Gillespie to the Board
and again acknowledge and thank the directors and staff of the company for their
effort and commitment throughout the year.

DEREK WALKER GARRY GOODMAN
CHAIRMAN CHIEF EXECUTIVE OFFICER
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FOR THE YEAR ENDED 30 JUNE 2008

The Directors have pleasure in presenting to shareholders the Annual Report and audited ®nancial statements
of Palmerston North Airport Limited for the year ended 30 June 2008. This report and the audited ®nancial
statements are dated 21 August 2008 and can not be emended for any reason without the board's approval.

Palmerston North Airport Limited is a "Council-Controlled Trading Organisation' pursuant to the Local Government
Act 2002.

PRINCIPAL ACTIVITIES
The principal activities of the Company during the year were:

To provide airport facilities and services to airlines and airport users (both commercial and non-commercial)
through the ownership and operation of Palmerston North International Airport.

OWNERSHIP
Palmerston North Airport Limited is a Public Limited Liability Company incorporated and registered under the
Companies Act 1993 and is 100% owned by the Palmerston North City Council.

RESULTS FOR THE YEAR ENDED 30 JUNE 2008
The operating surplus before taxation for the year was $1,611,329.

The net operating surplus after taxation and extraordinary items for the year was $1,090,365.

COMPANY'S AFFAIRS

The Directors regard the state of the Company's affairs to be satisfactory. Details of the year under review
are included in the joint Chairman's and Chief Executive Of®cer's Report and the statutory accounts of the
Company published herewith.

DIRECTORS

In accordance with the Constitution, Messrs Walker and Cruden will retire by rotation at the forthcoming annual
general meeting.
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DIRECTORS REMUNERATION
The amount of $66,250 per annum in 2008 and $60,340 per annum in 2007, was paid, or due and payable,
to members of the Board as authorised by the shareholders as follows:-

Gross Amount 2008 Gross Amount 2007

Walker D N 22,500 19,000
Wong R J 13,125 12,750
Stock OB 13,125 12,750
Cruden G N 13,125 12,750
ColeMC - 3,090
Gillespie G F 4,375 -

66,250 60,340

No other remuneration or bene®ts other than normal reimbursement of expenses has been paid or given to
Directors.

DIRECTORS INDEMNITY AND INSURANCE
The Company is responsible for the payment of the directors' indemnity insurance premiums.
ENTRIES IN THE INTERESTS REGISTER

DIRECTORS INTERESTS
As at 30 June 2008, the Directors have declared general disclosures of interest in the following entities:

Dr G N Cruden

Interest Nature of Interest Relationship Palmerston
North Airport Ltd (PNAL)

Councillor Palmerston North City Council Shareholder & Supplier
Director High View Holding Ltd None

Mr. O B Stock

Interest Nature of Interest Relationship to PNAL
Director Whanganui District Health Board None

Director Steel Pencil Ltd None

Shareholder Steel Pencil Ltd None

Director Steel Pencil Global Ltd None

Shareholder Steel Pencil Global Ltd None

Director Aorangi Hospital Ltd. None

Director Steel Pencil Philippines Ltd. None

Director Mid Central District Health Board None
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Mr. D N Walker
Interest

Director
Shareholder
Trustee
Director
Shareholder
Director
Shareholder
Consultant
Director
Director
Director
Director
Director

Mr. R J Wong
Interest

Director

Shareholder
Shareholder
Shareholder
Shareholder
Shareholder

Joint Managing Director

Director
Shareholder
Director
Director
Director

Director
Chairman
Trustee
Director

Mr. G F Gillespie
Interest

Director
Shareholder
Director
Shareholder

All Directors have interest in the Directors and Of®cers Liability Insurance Policy.

Nature of Interest

Elmira Consulting Ltd

Elmira Consulting Ltd
Manawatu Life Education Trust
Third Bearing Ltd

Third Bearing Ltd

TBL Investments Ltd

TBL Investments Ltd
Palmerston North City Council

The Bio Commerce Centre Ltd. & Subsidiaries

NZ Wind Farms Ltd & Subsidiaries
Quotable Value Ltd.

Manawatu Healthy Homes Ltd
Speirs Group Ltd.

Nature of Interest

Stargate Investments Ltd

Stargate Investments Ltd

Auckland International Airport

Air New Zealand

Ports of Tauranga

Infratil NZ Ltd

John N Couchman Limited

Visual Footprints Ltd

Visual Footprints Ltd

FreightGate Ltd

NZ Corporate Alliance Programme Ltd
New Zealand Institute for Crop &
Food Research Limited

Gracelinc Limited

Speirs Nutritional Ltd

Carncot School

Michael.l. YEE Medical Services Ltd

Nature of Interest

EziBuy
EziBuy

Just Kids Ltd
Max Fashions

Relationship to PNAL

None
None
None
None
None
None
None

Shareholder & Supplier

None
None
None
None
Customer

Relationship to PNAL

None
None
None
None
None
None
Customer/Supplier
Supplier
Supplier
Subsidiary
None
Customer

None

Customer
None
None

Relationship to PNAL

Customer

Customer
None
None

Details of transactions made during the year are given in note 20 of the Notes to the Financial Statements.
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USE OF COMPANY INFORMATION BY DIRECTORS
There were no notices from Directors of the Company requesting to use company information received in their
capacity as Directors that would not otherwise have been available to them.

SHAREHOLDING BY DIRECTORS
During the year there were no shareholding transactions involving the directors.

REMUNERATION OF EMPLOYEES
The number of employees, who are not directors, whose total remuneration and bene®ts exceeded $100,000
in the ®nancial year were:

2008 2007
$100,001 - $110,000 1
$110,001 - $120,000 1
$150,001 - $160,000 1
$190,001 - $200,000 1

AUDITORS
As provided for by Section 70 of the Local Government Act 2002, Audit New Zealand, on behalf of the Auditor
General, is hereby re-appointed as Auditor to the Company.

Auditors remuneration of $43,964 (GST exclusive) for the 2008 annual audit is re ected in the ®nancial
statements as due and payable. This amount includes $8,000 for NZ IFRS audit.

Page 9



AUDIT NEW ZEALAND

AUDIT REPORT

TO THE READERS OF
PALMERSTON NORTH AIRPORT LIMITED AND GROUP'S
FINANCIAL STATEMENTS AND STATEMENT OF SERVICE PERRMANCE

FOR THE YEAR ENDED 30 JUNE 2008

The Auditor-General is the auditor of Palmerston North Airport Limited (the company) and group. The Auditor-
General has appointed me, Bede Kearney, using the staff and resources of Audit New Zealand, to carry out
the audit of the ®nancial statements and statement of service performance of the company and group on his
behalf, for the year ended 30 June 2008.

UNQUALIFIED OPINION

In our opinion:
UEE /..iEw™>"V >«EAI>Ii“i"TAEeVEI..iEVe“«>"PE>"E}AeO«E® " E«>}IAELIEIeET
- comply with generally accepted accounting practice in New Zealand; and
- give a true and fair view of;
- the company and group's ®nancial position as at 30 June 2008; and
- the results of operations and cash “ows for the year ended on that date.
UEE /..iEAI>1i“i"1EcevEAIAU ViE«iAvee A >\ ktm B « I HE@OE} " DEAESEIA OIE>""Ev>
the achievements measured against the performance targets adopted for the year ended 30 June 2008.
UEE >Ai'E®"ExOAEIY>“"">1"e"El..iIEVe“«>"PE>""E}A®O«EZi«lIE«cA®«IiAE>VVee

The audit was completed on 21 August 2008, and 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 the Auditor, and explain our independence.

BASIS OF OPINION

We carried out the audit in accordance with the Auditor-General's Auditing Standards, which incorporate the
New Zealand Auditing Standards.

We planned and performed the audit to obtain all the information and explanations we considered necessary in
order to obtain reasonable assurance that the ®nancial statements and statement of service performance did
not have material misstatements, whether caused by fraud or error.

Material misstatements are differences or omissions of amounts and disclosures that would affect a reader's
overall understanding of the ®nancial statements and statement of service performance. If we had found

material misstatements that were not corrected, we would have referred to them in our opinion.

The audit involved performing procedures to test the information presented in the ®nancial statements and
statement of service performance. We assessed the results of those procedures in forming our opinion.
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Audit procedures generally include:
UEE CiliA*""""}EU...il...iIAEA"}""WV>"TEW ™ >"V ">«E>""E“>">}i“i"IEVe " TAc<AE>AI
produce complete and accurate data;

UEE UiA"VP " "}EA>“«+iAE®VEIA>"A>VI"@e"AE>"E>VV®eO"IEL>>"ViALE

UEE «iAvaeA“ "}E>">«PAIAEI®E" iI"I"VPE>"“>«"iAE""El...iEAi«eAlI"E >1> &

UEE Ai0O iU "}EA"}""wWV>"IEiAI"“>TiIAE>""E«O }i“i"IAE“> iELPEI..iE ce>A EceVE

UEE Ve "wA“ "}EPi>Afi" EL>>"ViAAE

UEE CiliA“""""}EU ...il...iAE>VV@EO"I""}E«e* "V IiAE>AIiE>««A®r«A">IiE>"EVae",

UEE CiliA“""""}EU..il..i1AE>esEW >V >«EAI>Ii“i"IE>"EAI>Ii“i"iIEeVEAIAU"V
adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of the ®nancial statements and
statement of service performance.

We evaluated the overall adequacy of the presentatbn of information in the ®nancial statements and statement of
service performance. We obtained all the informatian and explanations we required to support our opinon above.

RESPONSIBILITIES OF THE BOARD OF DIRECTORS AND TH®EJDITOR

The Board of Directors is responsible for preparing the ®nancial statements in accordance with generally
accepted accounting practice in New Zealand. The ®nancial statements must give a true and fair view of the
®nancial position of the company and group as at 30 June 2008 and the results of operations and cash ows
for the year ended on that date. The Board of Directors is also responsible for preparing the statement of
service performance that gives a true and fair view of service performance achievements for the year ended
30 June 2008. The Board of Directors' responsibilities arise from the Financial Reporting Act 1993 and the
Local Government Act 2002.

We are responsible for expressing an independent opinion on the ®nancial statements and statement of service
performance and reporting that opinion to you. This responsibility arises from section 15 of the Public Audit Act
2001 and section 70 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 Institute of Chartered Accountants of New Zealand.
Other than the audit, we have no relationship with or interests in the company or any of its subsidiaries.

Bede Kearney

Audit New Zealand

On behalf of the Auditor-General
Palmerston North, New Zealand

The accompanying accounting policies and notes form part of and are to be read in conjunction with these
®nancial statements.
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Matters relating to the electronic presentation of the
audited financial statements

This audit report relates to the financial statements of the Palmerston North
Airport and group for the year ended 30 June 2008 included on the Palmerston
North International Airport website. The Company is responsible for the
maintenance and integrity of the Palmerston North International Airport website.
We have not been engaged to report on the integrity of the Palmerston North
International Airport web site. We accept no responsibility for any changes that
may have occurred to the financial statements since they were initially presented
on the web site.

We have not been engaged to report on any other electronic versions of the
Palmerston North Airport Ltd and group’s financial statements, and accept no
responsibility for any changes that may have occurred to electronic versions of
the financial statements published on other websites and/or published by other
electronic means.

The audit report refers only to the financial statements named above. It does not
provide an opinion on any other information which may have been hyperlinked
to/from these financial statements. If readers of this report are concerned with the
inherent risks arising from electronic data communication they should refer to the
published hard copy of the audited financial statements and related report on the
audit completed 21 August 2008 to confirm the information included in the
audited financial statements presented on this web site.

Legislation in New Zealand governing the preparation and dissemination of
financial statements may differ from legislation in other jurisdictions.

Audit New Zealand
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UEE /...iE ;¢“«>"P%AE-I1>1i“i"1EevE ®A«eA>IiE "1i"1E"AE >1i'E O"iEO4acC"
UEE /...iE ®@“«>"PE..>AE>"E""TiAIAIE""E Ai"}..1 >1iE "“"1i"]E>EU..ee+PExU"IiE
formed and may be used for the management of non-operational property.

UEE /..iEA>I"®eEeVEVe A" ">li'EA..>Ai..ces iAAEVO " AEieEici><E>AAIIAE.
revaluations of land and buildings.

UEE *>+“iAAle"E ®Al..E "1iIA">1"e">+E "A«eAIE..>AELIi"E*“>""I>""i E>AE>"E""Ii
to Civil Aviation Rule Part 139 and has achieved satisfactory audits during the review period.

UEE +¢EelL+"}>1"cc"AEO " iAEI...iE,iAOAVIE >">}i“i"1E VIE>"EI..iE "ATA"VIE*.:
Manawatu District Councils have been met.

COMPANY OBJECTIVE:. !/&O1&23l&"456/52&,427&8/5&,1925: '&%1<&=1:

PERFORMANCE MEASURES:
12 months to 30 June 2008

Target Actual

1. Ratio of net surplus before interest/tax/ 5% 5.5%
revaluations to total assets inclusive of revaluations

2. Ratio of net surplus after interest/tax/ to consolidated 3% 3.5%
shareholders' funds inclusive of revaluation reserve

3. Interest coverage ratio of net surplus before 2.2 35
interest and tax to interest

4. Tangible net worth (total tangible assets after * $20 million $31.5 million
revaluations less total liabilities)

5. Customer satisfaction level, periodically * 90% 91% are either 2Quite satis®ed®
measured by customer survey or @Very satis®ed®+ Customer

Satisfaction Survey November 07
6. Total passenger throughput during the 2007/2008 year 570,000 508,780

Tangible net worth is signi®cantly higher than target as a result of land and building revaluation. The decision
to revalue the land and buildings was made after the Statement of Intents was issued.

Passenger throughput is lower than target following the loss of international service.
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FOR THE YEAR ENDED 30 JUNE 2008

Note

REVENUE 4

OPERATING EXPENSES
Operations and Maintenance:
Border Control and Air®eld Services
Other Operating Expenses
TOTAL OPERATIONS AND MAINTENANCE

Administration:
Audit Fees N 5
Bad Debts Written Off
Changes in doubtful debt provision
Directors© Fees
Employee Expenses 6
General Administration
TOTAL ADMINISTRATION:

TOTAL OPERATING EXPENSES
Operating Surplus before interest, depreciation & t axation
Finance Costs & Depreciation:
Term Loan Interest
Depreciation 7
TOTAL FINANCE COSTS & DEPRECIATION:
Operating Surplus before taxation & Capital Contrib ution
Capital Contribution
Operating surplus before taxation

Taxation Expense on operating surplus 8

NET SURPLUS AFTER TAXATION

30-Jun-08 30-Jun-07
12 Months 12 Months
Audited Audited
$ $
5,180,895 5,598,303
451,302 443,015
808,746 709,619
1,260,048 1,152,634
43,964 33,120
448 69,495
(393) (36,704)
66,250 60,340
629,111 638,783
317,670 421,626
1,057,050 1,186,660
2,317,098 2,339,294
2,863,797 3,259,009
635,976 667,621
616,492 571,228
1,252,468 1,238,849
1,611,329 2,020,160
98,589
1,709,918 2,020,160
619,553 571,707
1,090,365 1,448,453

The accompanying accounting policies and notes form part of aRd are to be read in conjunction with these

®nancial statements.

For and on behalf of the Board of Directors

At

DEREK N WALKER
CHAIRMAN
Date 21 August 2008

GORDON N CRUDEN
DIRECTOR
Date 21 August 2008

The accompanying accounting policies and notes form part of and are to be read in conjunction with these

®nancial statements.
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FOR THE YEAR ENDED 30 JUNE 2008

EQUITY AT THE BEGINNING OF THE YEAR

Paid up Capital
Asset Revaluation
Net surplus for the year

Total recognised revenues and expenses for the year

Distribution to shareholders during the year
Total distributions / contributions for the year

EQUITY AT THE END OF THE YEAR

16(d)

30-Jun-08 30-Jun-07
Audited Audited
$ $
28,879,424 22,067,331
2,030,000 -
- 5,822,200
1,090,365 1,448,453
3,120,365 7,270,653
501,550 458,560
501,550 458,560
31,498,239 28,879,424

The accompanying accounting policies and notes form part of and are to be read in conjunction with these

®nancial statements.
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CURRENT ASSETS
Cash and Cash Equivalents
Trade accounts receivable
Inventory
Sundry receivables and prepayments
Asset for current tax
TOTAL CURRENT ASSETS

Less: CURRENT LIABILITIES
Income in advance
Trade accounts payable
Other creditors
Employee bene®t liabilities
Current Portion of borrowings
TOTAL CURRENT LIABILITIES

WORKING CAPITAL

Add: NON CURRENT ASSETS
Property, Plant & Equipment
TOTAL NON CURRENT ASSETS

Less: NON CURRENT LIABILITIES
Deferred tax liability
Borrowings

TOTAL NON CURRENT LIABILITIES

NET ASSETS
Represented by:

SHAREHOLDERS® EQUITY

Paid in Capital
Retained earnings
Asset revaluation reserve
TOTAL SHAREHOLDERS® EQUITY

For and on behalf of the Board

At

Derek Walker
Chairman
Date 21 August 2008

The accompanying accounting policies and notes form part of and are to be read in conjunction with these

®nancial statements.

AS AT 30 JUNE 2008

Note

10
11

12

13
14

15
14

16(a)
16(b)
16(d)

Gordon Cruden
Director
Date 21 August 2008
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30-Jun-08 30-Jun-07
Audited Audited
$ $
2,597,047 625,820
293,336 343,921
1,918 4,669
30,590 22,401
29,325 67,877
2,952,216 1,064,688
130,799 125,948
127,394 181,959
222,690 135,860
61,395 63,646
300,000 1,000,000
842,278 1,507,413
2,109,938 (442,725)
38,104,522 37,643,346
38,104,522 37,643,346
1,266,221 1,271,197
7,450,000 7,050,000
8,716,221 8,321,197
31,498,239 28,879,424
9,380,400 7,350,400
16,295,639 15,706,824
5,822,200 5,822,200
31,498,239 28,879,424
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FOR THE YEAR ENDED 30 JUNE 2008

Note 30-Jun-08 30-Jun-07
Audited Audited
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:
Receipts from Customers 5,055,151 5,537,687
Net GST movement 20,277 -
Interest Received 181,180 137,843
5,256,608 5,675,530
Cash was disbursed to:
Payment to Suppliers 2,402,621 2,369,643
Net GST movement - 41,630
Payment Of Tax 496,155 606,879
Interest Payments 635,976 667,621
3,534,752 3,685,773
Net cash flows from operating activities 17 1,721,856 1,989,757
CASH FLOWS FROM INVESTING ACTIVITIES
Capital Contribution for construction of asset 98,589
Cash was applied to:
Purchase Of Fixed Assets 1,077,668 2,338,132
Net cash “ow from investing activities (979,079) (2,338,132)
CASH FLOW FROM FINANCING ACTIVITIES
Cash was provided from:
Share Issue 2,030,000 -
Borrowing 2,200,000 -
Cash was applied to:
Repayment of borrowings 2,500,000 750,000
Payment Of Dividends 16(c) 501,550 458,560
Net cash from financing activities 1,228,450 (1,208,560)
Net increase/(decrease) in cash, cash 1,971,227 (1,556,935)
equivalents and bank overdrafts
Cash, cash equivalents and bank overdrafts 625,820 2,182,755
at the beginning of the year
Cash, cash equivalents and bank overdrafts 9 2,597,047 625,820
at the end of the year
Made up of:
Cash and Bank Balance 2,597,047 625,820
CLOSING CASH BALANCE 2,597,047 625,820

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

The accompanying accounting policies and notes form part of and are to be read in conjunction with these
®nancial statements.
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FOR THE YEAR ENDED 30 JUNE 2008

1. REPORTING ENTITY

Palmerston North Airport Limited is a New Zealand company registered under the Companies Act 1993.

The Company, and its wholly owned subsidiary (FreightGate Limited) comprise the Palmerston North Airport
Limited reporting entity.

The ®nancial statements of Palmerston North Airport Limited are reported as parent and consolidated due
to FreightGate Limited being a non-trading company during the year to 30 June 2008.

The ®nancial statements of Palmerston North Airport Limited have been prepared in accordance with the
requirements of the Airport Authorities Act 1966, Airport Authorities Amendment Act 2000, the Local
Government Act 2002, Airport Authorities (Airport Companies Information Disclosure) Regulations 1999
the Companies Act 1993, and the Financial Reporting Act 1993.

The ®nancial statements have been prepared in compliance with NZ GAAP and NZ equivalents to International
Financial Reporting Standards (NZ IFRS) as applicable to Public Bene®t Entities.

. MEASUREMENT BASE

The Company follows the general accounting principles recognised as appropriate for the measurement and
reporting of earnings and ®nancial position on an historical cost basis modi®ed by the revaluation of certain
assets, the revaluation having been incorporated in the ®nancial statements and with the exception of the
cash holdings of foreign exchange which is modi®ed by any movement in exchange rates as at 30 June
2008.

The ®nancial statements are presented in New Zealand dollars and all values are rounded to the nearest
dollar. The functional currency of the company is New Zealand Dollars.

3. ACCOUNTING POLICIES

3.1 Changes to accounting policies

There were no changes to accounting plicies during the year.

3.2 Specific accounting policies

The accounting policies set out below have been applied consistently to all periods presented in these
®nancial statements.

(a) Basis of consolidation
The consolidated ®nancial statements include the parent company and its subsidiary accounted for
using uniform accounting policies prepared as of the same date. All inter-company transactions are
eliminated in full on consolidation. In the Company's ®nancial statements, investments in subsidiaries
are recognised at cost.

Page 17



(b) Revenue measurement and recognition
Revenue is measured at fair value of goods and services rendered and recognised at the time when
the goods and services are rendered.

(c) Property Plant and Equipment
Property Plant and Equipment consists of:

Operational Assets
These include land, buildings, furniture and ®ttings, motor vehicles and various plant and equipment.

Infrastructure Assets
Infrastructure assets are the ®xed utility systems owned by the Company

Measurement
All items of property, plant and equipment that quali®es for recognition as an asset shall be measured
at cost less accumulated depreciation with the following exceptions:

Land
Land is valued at fair value, being the amount for which the land could be exchanged between
knowledgeable, willing parties in an arm's length transaction.

Buildings

Buildings are valued at the lower of their Fair Value or Entity Speci®c value. Fair value is the amount that
an asset could be exchanged between knowledgeable and willing parties in an arms length transaction.
Entity Speci®c value is the present value of cash "ows from the continued use and disposal of the
asset.

Revaluations

Anindependent registered valuer conducts the valuations on a systematic basis with suf®cient regularity
to ensure that the carrying value does not differ materially from fair values and at least once every
three years. All revalued assets are assessed annually to ensure that they do not differ materially from

their fair values. If there is a material difference, then the off-cycle asset classes are revalued.

Accounting for Revaluations
PNAL accounts for Revaluations on of property, plant and equipment on a class of assets basis.

The results of revaluing are credited or debited to an asset revaluation reserve for that class of asset.
Where this results in a debit balance in the asset revaluation reserve, this balance is expensed in the
pro®t and loss account. Any subsequent increase on revaluation that offset a previous decrease in
value recognized in the pro®t and loss account will be recognised ®rst in the pro®t and loss account up
to the amount previously expensed, then credited to the revaluation reserve for that class of asset.

Additions

The cost of an item of property, plant and equipment is recognised as an asset only when it is probable
that future economic bene®t or service potential associated with the item will "ow to the company and
the cost can be measured reliably.

Where an asset is acquired at no cost, or for a nominal cost, it is recognised at fair value when control
over the asset is obtained.
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(d)

Disposals
Gains and losses on disposal are determined by comparing the proceeds with the carrying amount of
the asset. Gains and losses on disposal are included in the pro®t and loss account.

When revalued assets are sold, the amount included in revaluation reserve in respect of those assets
are transferred to retained earnings.

Subsequent cost

Costs incurred subsequent to initial acquisition are capitalized only when it is probable that future
economic bene®ts or service potential associated with the item will "ow to the company and the cost
of the item can be measured reliably.

The costs of day to day servicing of property, plant and equipment are recognised in the pro®t and loss
account as they are incurred.

Depreciation
Depreciation is provided on a straight-line basis on all items of property, plant & equipment other than
land at rates calculated to allocate the cost of the assets over their estimated useful lives.

The useful lives and associated depreciation rates of the major categories have been estimated as
follows:

Land Improvements 99 years
Roading & Carparks 2 - 99 years
Buildings & Building services 8 - 99 years
Runway, Taxiways, Aprons 2 - 99 years
Plant and Equipment 2 - 50 years
Furniture & Fittings 3-99 years
Computer Equipment 3-6 years
Motor Vehicles 5 years

Land and capital work in progress are not depreciated. The total cost of capital work in progress
is transferred to the ®xed assets system upon its completion or availability for use, and then
depreciated.

Intangible assets

Internally generated intangible assets

Internally generated intangible assets are written off in the Pro®t and Loss Account in the year they
arise. Goodwill on business combination is subjected to impairment test annually with the impairment
written off in the Pro®t and Loss Account.

Software acquisition

Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and
bring to use the speci®c software. Costs associated with maintaining computer software are recognised
as and when incurred. Cost associated with the development and maintenance of the company's web-
site are recognised as an expense when incurred.

Software amortisation
Computer software licenses are armotised on a straight line over their useful life.
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(e) Trade and other Receivables

()

(9)

(h)

(i)

Accounts receivable are stated at their expected realisable value after writing off any known bad debts
and providing for any doubtful debts.

Trade receivables are due for settlement no more than 60 days from the date of recognition.

Impairment of trade receivables is reviewed on an ongoing basis. Debts, which are known to be
uncollectible, are written off. A provision for doubtful 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 ows, discounted at the effective interest rate. The amount
of the provision is recognised in the income statement.

Impairment of Non-financial Assets

Assets that have an inde®nite useful life are not subject to amortisation and are tested annually
for impairment. Assets that are subject to amortisation or depreciation are reviewed for impairment
annually.

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. Where the future economic bene®ts of an asset are not primarily dependent on
the asset's ability to generate net cash in ows, and where the Company would, if deprived of the

asset, replace its remaining future economic bene®ts, value in use is determined as the depreciated
replacement cost of the asset. For the purposes of assessing impairment, assets are grouped at the

lowest levels for which there are separately identi®able cash ows (cash generating units).

For assets not carried at revalued amount the total impairment loss is recognised in the pro®t and loss
account.

The reversal of an impairment loss on revalued asset is credited to the revaluation reserve. However,
to the extent that impairment loss for that class of asset was previously recognised in the pro®t and
loss account, a reversal of the impairment loss is also recognised in the pro®t and loss account.

Inventories
The value of inventories are stated at cost and includes any costs associated with bringing the
inventories to their current location and condition.

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

Transactions in foreign currencies are converted at the New Zealand rate of exchange applicable at the
date of transaction.

At balance date foreign monetary assets and liabilities are translated at the closing rate based on the
Bank of New Zealand's reported closing rate. Any net exchange differences of foreign currency are
recognised in the Pro®t and Loss account.

Bank overdrafts are shown within borrowings in current liabilities in the balance sheet.

Income Tax

Income tax expense in relation to the surplus or de®cit for the period comprises current tax and
deferred tax.
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Current tax is the amount of income tax payable based on the taxable pro®t 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 ®nancial statements and the corresponding tax bases
used in the computation of taxable pro®t.

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 pro®ts 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 pro®t nor taxable pro®t.

Deferred tax is recognised on taxable temporary differences arising on investments in subsidiaries
and associates, and interests in joint ventures, except where the company can control the reversal
of the temporary difference and it is probable that the temporary difference will not reverse in the
foreseeable future.

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 substantially enacted by
balance date.

Current tax and deferred tax is charged or credited to the statement of ®nancial performance, except
when it relates to items charged or credited directly to equity, in which case the tax is dealt with in
equity.

Goods and Services Tax

All items in the ®nancial statements are stated exclusive of Goods and Services Tax (GST) with the
exception of receivables and payables, which are stated, with GST included. Where GST is irrecoverable
as an 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 balance sheet.

The net GST paid to, or received from the IRD, including the GST relating to investing and ®nancing
activities, is classi®ed as an operating cash “ow in the statement of cash “ows.

Commitments and contingencies are stated exclusive of GST.

(k) Employee Entitlements

Employee entitlements for salaries and wages payable and annual and sick leave as at balance sheet
date are accrued and recognised as a liability in the Balance Sheet. The liability has been based on
actual entittements calculated at current rates of pay.

The Company had no long service or retirement leave obligations as at 30 June 2008.
Superannuation schemes

Obligations for contributions to Kiwisaver are accounted for as contributions to de®ned Superannuation
schemes and are recognised as an expense in the pro®t and loss account when incurred.
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() Leases

(m

~

Finance Leases

Leases that effectively transfer to the Company and group substantially all the risks and bene®ts of
ownership of the leased item are classi®ed as ®nance leases. These are capitalised at the lower of
the fair value of the asset or the present value of the minimum lease payments. The lease assets and
corresponding lease liabilities are recognised in the Balance Sheet.

The leased assets are depreciated over the period that the Company and group are expected to bene®t
from their use on a straight-line basis.

Operating Leases

Leases where the lessor effectively retains substantially all the risks and bene®ts of ownership of
the leased items are classi®ed as operating leases. Payments under these leases are charged as
expenses in the periods in which they are incurred.

Financial Instruments
All ®nancial instruments are initially recognised in Balance sheet at fair value.

The Company is party to ®nancial instruments as part of its normal operation. These instruments
include bank accounts, short term deposits, debtors, creditors and loans.

All ®nancial instruments are recognised in the Balance Sheet and all revenues and expenses in relation
to ®nancial instruments are recognised in the Pro®t and Loss Account.

Interest bearing loans are initially recorded at fair value and subsequently measured at armotised cacst.

Loans and receivable

Loan and receivables are non-derivative ®nancial assets with ®xed or determinable payments that are
not quoted in an active market. They are included in current assets, except for maturities greater than
12 months after the balance date, which are included in non-current assets. The company's loans and
receivables comprise cash and cash equivalents, debtors and other receivables, term deposits and
related party loans.

After initial recognition they are measured at amortised cost using the effective interest method les s
impairment. Gains and losses when the asset is impaired or derecognised are recognised in the pro®t
and loss account.

(n) Statement of Cash Flows

(0)

Cash and Cash Equivalentsmeans cash balances on hand, held in bank accounts and demand
deposits / investments in which the company invests as part of its day-to-day cash management, with
a maturity of less than three months.

Operating activities include cash received from all income sources of the company and records the
cash payments made for the supply of goods and services.

Investing activities are those activities relating to the acquisition and disposal of non-current assets.
Financing activities comprise the change in equity and debt capital structure of the company.
Borrowings

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings are

subsequently measured at amortised cost. Any difference between the proceeds (net of transaction
costs) and the redemption amount is recognised in the income statement over the period of the

Page 22



borrowings using the effective interest method. Borrowings are classi®ed as current liabilities unless
the company has an unconditional right to defer settlement of liability for at least 12 months after
balance sheet date. Borrowing costs are expensed.

(p) Capital Contributions
Government grants related to the purchase of assets have been deducted in arriving at the carrying
amount of the associated asset.

(g) Critical accounting estimates and assumptions
In preparing these ®nancial statements the company has made estimates and assumptions concerning
the future. These estimates and assumptions may differ from subsequent actual results. Estimates
and assumptions 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 and assumptions that have a signi®cant risk of causing material adjustments to the
carrying amounts of assets and liabilities within the next ®nancial year are discussed below:

Property, plant and equipment useful lives and residual values

At each balance date the company reviews the useful lives and residual values of its property, plant
and equipment. Assessing the appropriateness of useful life and residual value estimates of property,
plant and equipment requires the company to consider a number of factors such as the physical
condition of the asset, expected period of use of the asset by the company, and expected disposal
proceeds from the future sale of the asset.

An incorrect estimate of the useful life or residual value will impact on the depreciable amount of
an asset, therefore impacting on the depreciation expense recognised in the statement of ®nancial
performance, and carrying amount of the asset in the statement of ®nancial position. The company
minimises the risk of this estimation uncertainty by:
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The company has not made signi®cant changes to past assumptions concerning useful lives and
residual values.

The carrying amounts of property, plant and equipment are disclosed in note 7.

4. ANALYSIS OF OPERATING REVENUE:

2008 2007
Landing, departure & facility fees 3,187,780 3,775,487
Lease rentals and advertising 1,742,973 1,592,170
Other 68,962 92,803
Interest 181,180 137,843
5,180,895 5,598,303
5. Audit fees for the year include $8,000 for the NZ IFRS audit.
6. EMPLOYEE EXPENSES
2008 2007
Salaries and wages 631,798 631,385
Movement in employee entitlements (2,687) 7,398
629,111 638,783
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PROPERTY, PLANT AND EQUIPMENT:

Balances 1 July 2007

Cost / Valuation
Accumulated Dep
Carrying Amount

Movements for the year
Additions

Disposals/Write off
Impairment

Dep. for the year
Revaluation

Closing Balances 30 June 2008
Cost/revaluation

Accumulated dep.

Carrying Amount

Balances 1 July 2006

Cost / Valuation
Accumulated Dep
Carrying Amount

Movements for the year
Additions

Disposals/Write off
Impairment

Dep. for the year
Revaluation

Closing Balances 30 June 2007
Cost/revaluation

Accumulated dep.

Carrying Amount

Capital Work in Progress

The carrying amounts of property, plant and equipment includes capital work in progress as follows:

Year

2008

2007

Page 24

Land* Buildings*
17,293,207 12,303,078
(420) (1,720,966)
17,292,787 10,582,112
8,450 142,979
- (245,050)
17,301,657 12,446,057
(420)  (1,966,016)
17,301,237 10,480,041
Land* Buildings*
12,104,207 10,650,718
(420) (1,501,881)
12,103,787 9,148,837
160,000 519,217
- (219,085)
5,029,000 1,133,143
17,293,207 12,303,078
(420)  (1,720,966)
17,292,787 10,582,112

Land*

12,237

3,787

Buildings*

341,301

204,920



Total

Infrastructure* Plant & Furniture Computer Motor
Equipment & Fittings Equipment Vehicles
12,184,235 1,679,797 356,504 82,201 9,778 43,908,800
(3,464,493) (800,149) (195,275) (74,373) (9,778) (6,265,454)
8,719,742 879,648 161,229 7,828 0 37,643,346
881,297 33,138 11,804 - - 1,077,668
- - - - - 0
- - - - - 0
(281,101) (63,211) (23,179) (3,951) 0 (616,492)
- - - - - 0
13,065,532 1,712,935 368,308 82,201 9,778 44,986,468
(3,745,594) (863,360) (218,454) (78,324) (9,778) (6,881,946)
9,319,938 849,575 149,854 3,877 0 38,104,522
Infrastructure* Plant & Furniture Computer Motor Total
Equipment & Fittings Equipment Vehicles
10,541,295 1,677,292 344,266 82,201 9,778 35,409,757
(3,205,760) (734,568) (173,531) (69,266) (8,800) (5,694,226)
7,335,535 942,724 170,735 12,935 978 29,715,531
1,642,940 2,505 12,238 - - 2,336,900
- - 0
- - - 0
(258,733) (65,581) (21,744) (5,107) (978) (571,228)
- - - 6,162,143
12,184,235 1,679,797 356,504 82,201 9,778 43,908,800
(3,464,493) (800,149) (195,275) (74,373) (9,778) (6,265,454)
8,719,742 879,648 161,229 7,828 0 37,643,346
Infrastructure* Plant & Furniture Computer Motor Total
Equipment & Fittings Equipment Vehicles
859,637 - - - 1,213,175
97,936 - - - 306,643
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Fair Value of Land and Buildings
All non-current assets with the exception of Land and Buildings are recorded at historical cost less
accumulated depreciation.

Land and buildings are recorded at fair value. An independent registered valuer, Mr. B D Mainwaring,
ANZIV,SPINZ, of Blackmore & Associates, did the last revaluation as at 30 June 2007.

Property Plant and Equipment pledged as security o n borrowings
Land and buildings with a carrying amount of $23,815,468 (2007 + 23,993,000) has been pledged as
security for the borrowings in note 14.

TAXATION:

2008 2007
Operating Surplus (de®cit) before taxation 1,709,918 2,020,160
Tax thereon at 33% 564,273 666,654
plus (less) tax effect of:
- permanent differences/non deductible expenditure (17,013) 144
- prior year under/(over) provision 77,269 (1,291)
- deferred tax adjustment (4,976) (93,800)
Tax expense for the year 619,553 571,707
Tax expense for the year comprising:
Current Tax 624,529 607,680
Deferred Tax (4,976) (35,973)

619,553 571,707

During the year the company received an additional $134,835 tax refund as a result of Palmerston
North City Council tax losses being offset against the company©s 2007 tax liability. The additional
$134,835 received was reimbursed to the Palmerston North City Council.

CASH AND CASH EQUIVALENTS

2008 2007
BNZ Current account 5,130 14,324
Cash on hand 7,189 7,300
Foreign currency on hand 4,182 16,895
Short term deposits 2,580,546 587,301
Total 2,597,047 625,820

The interest rate and currency risks on these balances are detailed in note 23.

Foreign Currency:

30 June 2008 30 June 2008 30 June 2007 30 June 2007

Currency on Hand Closing Rate Currency on Hand Closing Rate
Australian Dollars 3,260 0.7846 15,140.00 0.8979
Fijian Dollars 40.50 1.1192 40.50 1.2152

Net exchange differences of $6,814 were recognised during the year ended 30 June 2008 and $4,379
net exchange differences for the year ended 30 June 2007.
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10. DEBTORS AND OTHER RECEIVABLES

2008 2007
Debtors and other receivables 260,298 345,499
Receivables from related party 35,042 820
Provision for impairment (2,004) (2,398)
Total 293,336 343,921

The carrying values of receivables approximate their fair value.

As at 30 June 2008 and 2007, all overdue receivable have been assessed for impairment and
appropriate provisions applied as detailed below:

2008
Gross Impairment Net
Current to 1 month 281,641 281,641
1 to 2 months 8,277 (706) 7,571
2 to 3 months 1,404 (1,226) 178
3 months and over 4,018 (72) 3,946
Total 295,340 (2,004) 293,336
2007
Gross Impairment Net
Current to 1 month 323,526 (219) 323,307
1 to 2 months 9,806 (305) 9,501
2 to 3 months 4,575 (1,222) 3,353
3 months and over 8,412 (652) 7,760
Total 346,319 (2,398) 343,921

The provision for impairment is based on speci®c debtors in our pool of debtors.

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

2008 200 7
Balance at 1 July 2,398 39,102
Other (394) (36,704)
Total 2,004 2,398

11. INVENTORY

2008 2007
International Domestic Departure receipts 392 3,155
Other 1,526 1,514
Total 1,918 4,669
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12. TRADE ACCOUNTS PAYABLE

2008 2007
Trade accounts payable 61,246 76,033
Payables to related party 66,148 105,926
Total 127,394 181,959

All trade accounts payable are non-interest bearingand are normally settled on 30-day terms. The carlying
amounts of trade accounts payable are the contractual amounts and approximate their fair value.

13. EMPLOYEE BENEFIT LIABILITIES
2008 2007
Accrued Pay 4,619 4,183
Annual leave 27,822 32,491
Sick leave 28,954 26,972
Total 61,395 63,646
14. BORROWINGS
2008 2007
Borrowings 7,450,000 7,050,000
Current potion of borrowings 300,000 1,000,000
Total 7,750,000 8,050,000

Interest rates on borrowings 7.85%-9.23% 7.71%-8.29%
A registered ®rst debenture and mortgage secure the $7.75 million borrowings from Bank of New

Zealand over assets and property of the Company.

The company raises long term borrowings at ®xed rates. The Company's portfolio of debt is structured
with a view to minimising interest rate risk and maximising certainty of the Company's debt servicing
costs in the current ®nancial year. The debt pro®le is generally structured for ®xed interest maturity to
be spread over a ten-year period.

The $300,000 borrowings classi®ed as current is due in July 2008.

Maturity Analysis and effective interest rates
The following is a maturity analysis of the compary's borrowings. There are no early repayment optios.

2008
Loans Due Weighted average Carrying Contractual
interest rate Amount Cash Flow
Within 12 months 8.25% 300,000 302,102
Between one and ®ve years 8.26% 5,800,000 7,125,363
After ®ve years 8.22% 1,650,000 2,697,474
Total 7,750,000 10,124,939
2007
Loans Due Weighted average Carrying Contractual
interest rate Amount Cash Flow
Within 12 months 8.05% 1,000,000 1,041,393
Between one and ®ve years 8.15% 5,400,000 6,866,519
After ®ve years 8.22% 1,650,000 2,833,431
Total 8,050,000 10,741,343
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15. DEFERRED TAX ASSETS/(LIABILITIES):

Property, plant Financial
and equipment  instruments entitlements

Employee

Other Total

provisions

Balance at 1 July 2006 997,325

(17,181) (12,917) 967,227

Charged to pro®t and loss ~ (47,513)
Charged to equity 339,943

Balance at 1 July 2007 1,289,755

Charged to pro®t and loss (4,375)
Charged to equity -

Balance at 1 July 2008 1,285,380

16. EQUITY:
(a) Share Capital:

Balance as at 30 June 2008
(9,195,000 Ordinary Shares)

Represented By:
9,195,000 Fully Paid up shares
5,800,000 Partly Paid shares

Total Share Capital excluding premium

plus Share premium on issue

Uncalled share capital on 5,800,000 shares

(658) 12,198  (35,973)
- - 339,943
(17,839) (719) 1,271,197
806 (1,407) (4,976)
(17,033) (2,126) 1,266,221
2008 2007
9,380,400 7,350,400
9,195,000 3,395,000
3,770,000
9,195,000 7,165,000
185,400 185,400
9,380,400 7,350,400
Nil 2,030,000

All shares carry equal voting rights and the right to any share in surplus on winding up of the company.

None of the shares carry ®xed dividend rights.
(b) Retained Earnings:
Opening Balance

Net Operating Surplus
Dividends Paid during year

Closing Balance

(c) Proposed Dividends:

2008 2007
15,706,824 14,716,931
1,090,365 1,448,453

(501,550) (458,560)
16,295,639 15,706,824

Subject to the Directors certifying satisfaction of the solvency test, a fully imputed dividend of 4.3 cents
per $1 paid up share capital (exclusive of any premium on issue) as at 30 June 2008 representing
$395,385 has been declared for the 12 months ending 30 June 2008, (a dividend 7.0 cents per $1
paid up share capital representing $501,550 was declared for the 12 months ending 30 June 2007).
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(d) Asset Revaluation Reserve:

2008 2007
Opening Balance 5,822,200 -
Revaluation movement:
- Land - 5,029,000
- Buildings - 1,133,143
- 6,162,143
Less Deferred Taxation - 339,943
Net movement - 5,822,200
Closing Balance 5,822,200 5,822,200

17. CASH FLOW RECONCILIATION:

Reconciliation of surplus after taxation with net cash “ows from operating activities:

2008 2007
Net Surplus after taxation 1,090,365 1,448,453
Add / (Less) Non-cash items:
Depreciation 616,492 571,228
Deferred tax movement (4,976) (94,386)
Net Movements in Working Capital:
Decrease in Trade Accounts Receivable, 50,585 52,930
(Increase ) / DecreaseAccrued Revenue & Prepayments (8,189) 11,293
Decrease / (Increase) in Inventory 2,751 (207)
Increase / (Decrease) in Accounts Payable & Accruals 34,865 (51,259)
Increase in Provision for Taxation 38,552 48,272
(Less) Capital contribution (98,589) -
Movement in Capital Creditors - 3,333
Net Cash Flow from Operating Activities 1,721,856 1,989,757
18. IMPUTATION CREDIT ACCOUNT
2008 2007

Opening Balance 2,470,028 2,352,473
Plus:
RWHT paid 59,766 39,439
Income Tax paid 496,155 606,879

555,921 646,318
Less:
Gross Income Tax refunded 96,204 302,905
Credits applied 247,032 225,858

343,236 528,763
Adjustments - -
Closing Balance 2,682,713 2,470,028
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19. INTANGIBLE ASSETS
There were no intangible assets as at 30 June 2008 and 30 June 2007.

20. RELATED PARTY TRANSACTIONS
Palmerston North City Council (PNCC) holds 100% of the issued shares of the Company.

The Company paid $333,144 exclusive of GST (none of which related to capital expenditure) to the
Council for services provided during the 12 months ended 30 June 2008 (the company paid $284,348
exclusive of GST during the 2007 year none of which related to capital expenditure). In addition a tax
loss offset of $408,591 resulted in a tax refund of $134,835 for the 2006/07 tax year. The tax loss
offset for 2005/06 was $831,542 and resulted in a $274,409 tax refund. The tax refunds were paid

to PNCC.

The company received $309,638 from the City Council, $161,583 of which was reimbursement of
construction of services along Airport Drive. The ®xed assets value is net of this amount. The company
also received $98,589 from the contribution towards construction of Airport Drive. This amount was
recognised as revenue. The company received $24,343, none of which was capital contribution for the
year ended 30 June 2007.

Other than the tax loss, all transactions were conducted on normal commercial terms.

The Company owed Palmerston North City Council $58,798 as at 30 June 2008, (the balance owing,
as at 30 June 2007 was $105,926).

Palmerston North City Council owes the Company $31,148 exclusive of GST as at 30 June 2008, (the
balance owing as at 30 June 2007 was $729).

Related Party Transactions - Details:

Related Party Transaction 2008 2007
Services provided by John N Couchman Ltd. 10,057 7,787
Services provided by Visual Footprints Ltd. - 15,419
Services provided to New Zealand Institute 3,297 3,592
of Crop and Food.

Services provided to Ezibuy Ltd. 13,758 11,726
Services provided to Speirs Group 2,000 333

Relationship of these parties to the company is shown in directors interests section on page 8.

Key Management Personnel - Remuneration: 2008 2007
Directors, the Chief Executive Of®cer and two

other members of the management team.

Salaries and other short-term employee bene®ts. 448,439 406,918
Post-employment bene®ts - -
Other long-term bene®ts - -
Termination bene®ts - -
Total 448,439 406,918
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21.

22.

23.

COMMITMENTS

The Company has $755,000 capital commitments as at 30 June 2008 (there were no commitments at
30 June 2007).

Operating Commitments 2008 2007
Less than 1 year 462,302 417,770
Between 1 and 2 years 462,302 -
Between 2 and 3 years 192,626 -
Total 1,117,230 417,770

CONTINGENCIES

The Company has a new contingent liability in relation to a notice of requirement to designate the land
for airport purposes. This means the company can be called upon to compulsorily acquire the land.
As the value of this transaction would be subject to negotiation, the amount of any settlement has not
been determined. The contingent liability that existed at 30 June 2007 materialised during the year.
There were no contingent assets as at 30 June 2008 or 2007

FINANCIAL INSTRUMENTS

Financial Instruments Categories
The accounting policies for ®nancial instruments have been applied to the line items below

Financial Assets Ratings 2008 2007
Cash and cash equivalence AA 2,597,047 625,820
Trade receivables 293,336 343,921
Total Financial Assets 2,890,383 969,741

Financial Liabilities

Trade Accounts and Other Payable 255,847 266,581
Borrowings - Secured Loans 7,750,000 8,050,000
Total Financial liabilities 8,005,847 8,316,581

Palmerston North Airport Limited has a Finance and Treasury policy to manage the risks associated with
®nancial instruments. The company is risk averse and seeks to minimise exposure from its treasury
activities. The Finance and Treasury policy do not allow any transactions that are speculative in nature
to be entered into.

Interest Rate Risk
Interest rate risk is the risk that the value of a ®nancial instrument will "uctuate due to changes
in market interest rates. This could particularly impact on the cost of borrowing or the return on
investments.
2008 2007
On call & Short term deposits 0+ 8.05% 0+ 7.80%

The interest rates on the Company's borrowings are disclosed in note 14.
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Interest Rate Sensitivity

Term Deposits

2008 2007
-100bps +100bps -100bps +100bps
Pro®t Equity Pro®t Equity Pro®t Equity Pro®t Equity
Short Term Deposits (25,805) O 25,805 0 (5,873) O 5,873 0

The Company has $2,580,546 on call as at 30 June 2008 (there was $587,301 on call as 30 June
2007). A plus or minus 1.0% movement in interest rate basis points (bps) has an effect on interest
income of $25,805.

The Company has no short term deposits as at 30 June 2008 (there were no short term deposits as
at 30 June 2007).

Borrowings
2008 2007
-100bps +100bps -100bps +100bps
Pro®t Equity Pro®t Equity Pro®t Equity Pro®t Equity
Borrowings 0 0 0 0 7,000 0 (7,000) 0

As all borrowings are on ®xed terms and none of them are due in the next 12 months they are not
affected by interest rate actuations. (2007 - $700,000 due within 12 moths)

Currency Risk
Currency risk is the risk of loss to the Company arising from adverse changes in currency exchange

rates.

The Company's exposure to currency risk is limited to the amounts of Australian currency held for the
Company's foreign currency exchange operation.

As at 30 June 2008, 0.2% of the Company's total ca sh holdings and deposits relate to foreign currency,
(3% of the Company's total cash holdings and deposts related to foreign currency as at 30 June 2007).

Exchange rate sensitivity analysis

2008 2007
-10% 10% -10% 10%
Pro®t Equity Pro®t Equity Pro®t Equity Pro®t  Equity
Foreign Currency (418) 0 418 0 (1,690) O 1,690 0

A plus or minus 10% movement in the exchange rate has an effect on exchange gains / loses of $418
(2007 - $1,690) assuming that no currency is traded in the next twelve months.

Credit Risk
Financial instruments that potentially subject the Company to credit risk principally consist of cash and
short term investments and trade accounts receivables.

The Company invests in high credit quality ®nancial instruments and limits the amount of credit exposure
to any one ®nancial institution. The company only invest in commercial banks with a Standards and

Poor's credit ratings of at least AA. Accordingly, the Company does not require any collateral.

Maximum exposures to credit risk are the amounts disclosed above and are net of any recognised
provision for losses on these ®nancial instruments.
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24.

25.

Concentrations of Credit Risk
There is a limited base of customers for the services provided by the Company.

As at 30 June 2008, 74% of total receivables are from 12 customers. (74% of total receivables were
from 16 customers as at 30 June 2007) Of the 74%, 100% of these amounts is considered to be fully
recoverable. The Company is not exposed to any other concentrations of credit risk.

Credit Facilities
The Company has no credit facilities other than the normal 30-day trading terms.

Fair Values

The method and assumption used is that the carrying amount in the ®nancial statements re ects the
estimated fair value of the ®nancial instruments including receivables, bank and investments, accounts
payable and term loans.

Liquidity Risk

Liquidity risk is the risk that the company encounters dif®culty raising liquid funds to meet commitments
as they fall due. Prudent liquidity risk management implies maintaining suf®cient cash, the availability
of funding through an adequate amount of committed credit facilities and ability to close out market
positions. The company aims to maintain “exibility in funding by keeping committed credit lines
available.

The company has an overdratft facility of $100,000. There are no restrictions on the use of this facility.

CAPITAL MANAGEMENT
The company's capital is its equity, which comprises paid in share capital and retained earnings. Equity
is represented by net assets.

The company's constitution requires shareholder approvals to carry on any business other than the
operation of Palmerston North International Airport.

The subsidiary company, FreightGate Ltd. was formed with the approval of shareholders. The Palmerston
North City Council has by resolution exempted Freightgate Ltd pursuant to s7(3) of the Local Government
Act subject to certain conditions.

The company's approach to the management of capital is outlined in the statement of intent, including
performance targets to achieve returns on assets, whilst remaining a going concern and meeting the

requirements of the Companies Act.

EVENTS AFTER BALANCE DATE
There are no signi®cant events post balance sheet date.
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YEAR ENDING ($ 000'S)

2008 2007 2006 2005
Statement of Financial Performance:
Total Revenue 5,181 5,598 5,642 5,586
Net Surplus Before Interest, Depn, Taxation 2,864 3,259 3,167 2,566
Net Surplus Before Taxation & Misc items 1,611 2,020 1,902 1,402
Net Surplus After Taxation 1,090 1,448 1,395 837
Earnings Per $ of Paid Up Share Capital (excl. 11.86¢ 20.21c 19.47c 16.30c

any premium on issue)
Dividend Proposed or Paid Per
$ of Paid Up Share Capital (excl. of 4.30c 7.00c 6.40c 6.50c

any premium on issue)

Statement of Financial Position:

Total Assets 41,057 38,708 32,614 30,220
Shareholders Funds 31,498 28,879 22,517 19,426
Share Capital paid up (excl. of any premium 9,195 7,165 7,165 5,135
on issue)

Net Asset Backing Per Share $3.43 $3.14 $2.45 $2.11
Return On Shareholder Funds 3.46% 5.01% 6.20% 4.31%

** 15-month transitional year to 30 June 2004. All other results are for a 12 month period.

Note: Financial highlights to June 2006 were prepared under the previous NZ GAAP and not under NZ IFRS.
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2004**

5,957

2,853

1,388

1,201

29.78c

9.60c

17,697

8,465

4,033

$0.92

11.30%

2003

4,317

2,018

823

693

17.19c

6.80c

17,019

7,538

4,033

$0.82

9.19%

2002

3,883

1,647

481

316

7.83c

3.03c

16,564

6,967

4,033

$0.76

4.53%

2001

4,107

2,036

811

510

12.64c

5.02c

16,182

6,854

4,033

$0.75

7.44%
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2000 1999
3,418 3,027
1,580 1,513
644 542
426 366
10.56¢ 9.07c
3.21c 3.50c
16,104 12,532
6,474 6,048
4,033 4,033
$0.70 $0.66
6.58% 6.05%

1998

3,078

1,185

353

259

6.42c

1.80c

11,939

5,492

4,033

$0.63

4.72%






