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Wellington International Airport (WIA) is undertaking an offer of up to NZ$75m (plus the ability to accept up to NZ$25m of
oversubscriptions) of unsecured, unsubordinated bonds. The bonds are of the same class as WIA's existing NZDX quoted
bonds WIA020, WIA030, WIA040, WIA050 and WIAQ60.

Figure 1. Issue details

Issuer Wellington International Airport Maturity 14-Aug-2026 Key dates

Security Unsecured, unsubordinated Credit rating S&P (Issuer) BBB Open 3-Aug-2020
NZDX code WIAO070 Credit rating outlook Negative Rate set 7-Aug-2020
Minimum rate* 2.50% Min holdings NZ$10k, $1k Close 7-Aug-2020
Amount onissue up to NZ$100m ISIN NZWIADOO70L4 Issue 14-Aug-2020
Interest Payments Semi-Annual Registry Link Market Services Expected quotation 17-Aug-2020
Indicative Margin* 2.20% to 2.45% Supervisor Trustees Executors First interest pymt 14-Feb-2021

Source: Forsyth Barr analysis

Recovering ...slowly

WIA is unique when compared to its peers, (Auckland International Airport [AlA] and Christchurch International Airport [CIA]) given
its significant exposure to the domestic market. Pre COVID-19, 85% of WIA's passengers were domestic. The remainder is
predominantly trans-Tasman and Fiji, which are looking to be some of the first overseas markets to reopen with New Zealand.
Currently WIA is running ~65% of its domestic capacity, with an expectation that August will see a lift of up to 75%.

WIA's revenue is around 60/40 aeronautical charges (regulated)/commercial business such as retail and carparking etc (non-
regulated). A new carpark and hotel were recently completed as was a refit of the terminal. Further enhancements of the terminal is
forecast, albeit somewhat delayed (2040 masterplan on hold until operating conditions improve) in these uncertain times. WIA has
also reduced its operating costs by 25% with further reductions likely.

The proceeds of the offer is to refinance WIA's May 2021 maturity (WIA020) and general corporate purposes.

Lenders and shareholders supportive

There is no doubt the current COVID-19 pandemic is severely impacting businesses such as airports, with WIA experiencing a -99%
drop in passenger numbers in April compared to April 2019. However, WIA has received strong support from its bankers, USPP
lenders and its two shareholders, (Infratil [66%] and the Wellington City Council [34%)]). Bank and USPP covenants have been waived
until September 2021 and banking facilities have been increased and extended. Distributions have also been suspended whilst
covenant waivers are in place.

COVID credit rating impact

WIA is different in the sense that the company is rated BBB (Negative outlook) from S&P, however, its bonds (aside from WIAQ50) are
not rated. Due to the ongoing impacts of COVID-19, S&P downgraded WIA from BBB+ and placed WIA on negative outlook. The
negative outlook is due to the ongoing uncertainty about the path to air travel recovery, in particular international travel, over the
next six to 12 months.

Ratings: WIA: BBB (negative outlook), AlA: A- (Stable outlook), CIA: BBB+ (Stable outlook). CIA has the same stand alone credit rating
but receives a one-notch upgrade due to its Crown and Council ownership.
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Funding

WIA utilises funding via the New Zealand retail debt market, banks and the United States Private Placement (USPP) market. The
proposed offer will see WIA have six issues quoted on the NZDX. WIA recently had the last of its two previous wholesale bonds
mature, leaving two USPP tranches alongside the retail bonds. In July 2017, WIA raised NZ$100m via the USPP market. The
borrowing consists of two tranches — a 10 year with a coupon of 3.47% and a 12 year issue with a coupon of 3.59%.

Post-balance date WIA has added NZ$70m toits banking facilities which now total NZ$170m. WIAL has also entered into an
agreement with its two shareholders for an additional NZ$75m of funding support (in the form of redeemable preference shares).

Figure 2. WIA maturity profile Figure 3. Interest bearing debt to total assets (covenant)
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Covenants (and waivers)

In addition to WIAincreasing the size of its banking facility, WIA has received temporary waivers of its interest cover ratio
covenant from its bankers and USPP lenders for the next three test dates (being September 2020, March 2021 and September 2021).

A coupon step-up of 0.50% will apply if, on a bi-annual test date (31 March and 30 September), total interest bearing debt exceeds
60% of total tangible assets. As at 31 March 2020, this ratio was 42%. There are two financial covenants relating to the bonds;

On each test date, WIA will ensure that:
1. Total secured debt does not exceed 10% of Total Tangible Assets.
2. Total Interest Bearing Debt does not exceed 70% of Total Tangible Assets.

Below are two further borrowing restrictions via WIA's banking arrangements.

Figure 4. Leverage <60% Figure 5. EBITDA / Interest > 180%
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Figure 6. Covenants

Covenants Limits Applies to 31/03/2020 31/03/2019
Secured liabilities / TTA <5% Banks / USPP 0.0% 0.0%
Leverage (debt to debt + equity) <60% Banks / USPP 40.6% 39.5%
G'teeing Group TTA Ownership >90% Banks / USPP 99.9% 100.0%
EBITDA / Interest cover ratio >180% Banks / USPP 377.3% 421.2%
Secured debt / TTA ratio <10% USPP / Bonds 0.0% 0.0%
Interest bearing debt / TTA ratio <70% USPP / Bonds 41.8% 38.6%

Source: Forsyth Barr analysis

Covenant headroom

As at 31 March 2020, WIA has significant headroom in respect of its covenant limits.

= Interms of its leverage ratio, WIA had NZ$250m headroom given its covenant limit of 60%.

= Interest bearing debt to Total tangible assets provided NZ$390m of headroom.

= WIA has received waivers for its EBITDA / Senior Interest ratio being the only ratio / covenant subject to earnings.

Comparative Securities

Although AIA and CIA have different credit ratings, comparison around credit spreads is still valid. Each airport has different
characteristics such as private and or public ownership along with international versus domestic exposure. With no corporate
issuance in 2020 (only bank and LGFA bonds were issued pre COVID-19), price discovery is currently challenging. The most recent
comparative example is Brisbane Airport (BBB, negative) who at the end of June raised A$250m via an institutional six year deal
priced at 265bp over swap. A month later the credit spread remains around that 265bp level.

In the two charts below we have compared the new issue against all of the New Zealand airports and also other BBB issues in the New
Zealand market (the impact of brokerage is not included below).
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Analyst certification: The research analyst(s) primarily responsible for the preparation and content of this publication ("Analysts") are named on the first page
of this publication. Each such Analyst certifies (other than in relation to content or views expressly attributed to another analyst) that (i) the views expressed
in this publication accurately reflect their personal views about each issuer and financial product referenced and were prepared in an independent manner,
including with respect to Forsyth Barr Limited and its related companies; and (ii) no part of the Analyst's compensation was, is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by that Analyst in this report.

Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and employees) ("Forsyth Barr") may have long or
short positions or otherwise have interests in the financial products referred to in this publication, and may be directors or officers of, and/or provide (or be
intending to provide) investment banking or other services to, the issuer of those financial products (and may receive fees for so acting). Forsyth Barr is not a
registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may buy or sell financial products as principal or agent, and
in doing so may undertake transactions that are not consistent with any recommendations contained in this publication. Other Forsyth Barr business units
may hold views different from those in this publication; any such views will generally not be brought to your attention. Forsyth Barr confirms no inducement
has been accepted from the issuer(s) that are the subject of this publication, whether pecuniary or otherwise, in connection with making any recommendation
contained in this publication. In preparing this publication, non-financial assistance (for example, access to staff or information) may have been provided by
the issuer(s) being researched.

Not personalised financial advice: The recommendations and opinions in this publication do not take into account your personal financial situation or
investment goals. The financial products referred to in this publication may not be suitable for you. If you wish to receive personalised financial advice, please
contact your Forsyth Barr Investment Adviser. The value of financial products may go up and down and investors may not get back the full (or any) amount
invested. Past performance is not necessarily indicative of future performance. Disclosure statements for Forsyth Barr Investment Advisers are available on
request and free of charge.

Disclaimer: This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that
information has not been independently verified or investigated by Forsyth Barr. Forsyth Barr does not make any representation or warranty (express or
implied) that the information in this publication is accurate or complete, and, to the maximum extent permitted by law, excludes and disclaims any liability
(including in negligence) for any loss which may be incurred by any person acting or relying upon any information, analysis, opinion or recommendation in this
publication. Forsyth Barr does not undertake to keep current this publication; any opinions or recommendations may change without notice to you. Any
analyses or valuations will typically be based on numerous assumptions; different assumptions may yield materially different results. Nothing in this
publication should be construed as a solicitation to buy or sell any financial product, or to engage in or refrain from doing so, or to engage in any other
transaction. This publication is not intended to be distributed or made available to any person in any jurisdiction where doing so would constitute a breach of
any applicable laws or regulations or would subject Forsyth Barr to any registration or licensing requirement within such jurisdiction.

Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise, amend, create a derivative work from, extract data from, or otherwise
commercially exploit this publication in any way. By accessing this publication via an electronic platform, you agree that the platform provider may provide
Forsyth Barr with information on your readership of the publications available through that platform.
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