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Disclaimer

This Report has been prepared by Market Economics Limited\uckland Tourism, Events and Economic
DevelopmentATEEPsolely for the purposes stated herein. The Report should therefore not be relied upon for any
other purpose. Although every effort hheen made to ensure the accuracy and reliability of the information
contained in this report, neither Market Economics Limited, nor any of its employees shall be held liable for the
information, opinions and projections expressed in this Report. Thesenatesented in the report is based on, and
informed by, various data sources.

To the fullest extent permitted by law, M.E accepts no duty of care to any third party in connection pithvitieg
this Report.

Accordingly, regardless of the form atian, whether in contract, tort (including without limitation, negligence) or
otherwise, and to the extent permitted by applicable law, M.E accepts no liability of any kind to any third party and
disclaims all responsibility for the consequences of argy plarty acting or refraining to act in reliance on the Report.

Important:

1 This documenmaycontain assertions that constitute forward looking statements. Those statemets
appear inseveralplaces in this document and include statements regardiegirttent, belief or current
expectations of industry stakeholders, role players and businesses.

1 Readers and users of this document are cautioned that any such forward looking statements are not
guarantees of future performana® growth trendsand involve risks and uncertainties. Actual results may
differ materially from those projected forwatdoking statementbecause ofarious factors. In formulating
the assessmenimany assumptions were used. There can be no assurance that these &ssisngre
accurate or that the assumptions can be realised.
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Executive Summary

By generating positive GDP and supporting a wide range of employment opportunities in the Auckland
economy, the marine sector is an i mportant compo
in Auckland it sets off a chain of expenditures that flow through the economy supporting turnover,
employment, taxes and profits. A super yachts econdoutprint is wide. While the refit and
maintenance work is contributed to the marine industry directly, the actions of oyguests and crew

spread money across local and national tourism sectors and local retail and service sectors.

This economic assessment has been commissioned by Auckland Council, through its economic
development arm Auckland Tourism, Events and Economic Development (ATEED) and property agency
(Panuku Development), to understand the potential effeciavastment o facilitate the36"Amer i ca’ s
Cup (AC36) on the local econoimiy the future The key purpodseto define a set of super yacht (>30m)
visitation growth projections to demonstrate the potential ldagn growth (out to 2046) that could be
unlocked byrivestment associated with hosting the AC3®is study includes high level projections and

an economic impact assessment of different growth and investment scenarios to help inform decisions
about the type and level of investment in waterfront infrastanetassociated with hostingh e A mer i ¢ a
Cup defence in 2021

Super Yacht Market Size

Globally, it is estimated that there were approximately 4,100 yachts in 2016, and each year between 100
and 140 are built. The super yacht fleet is expected to grad B0 and 34.1% over the next ten years
despite the noticeable slowdown since the Global Financial Crisis. The local marine industry has switched
its focusfrom building super yachts refit and service along with the manufacture of significant pieces of
componentry (rigs, tenders etc).

Super yachts require regular maintenance following aamdafive yearly cyclén line withwarranty and
survey requirements The maintenance schedules of super yachts determine where the boats will be
positioned globayl, with ports that provide the ability to carry out the refit and maintenance work
benefiting from a high percentage of super yacht arrivals and the additional tourism expenditure flows.
Australasia (Australia and New Zealand) can expect approximateiyt@dworlds super yacht refits over

the next five yeafs This provides a healtbgpsemarket of approximately 120 refits in 2018, rising to 140

by 2028 and 250 by 204Gotal visitation for Australasia is expected to rise from 236 yachts in 2018, to
almost 300 by 2028 and to over 500 by 2046.

Normally New Zealand receives the baseline of between 50 and 60 boats afthislly the baseline level

of demandwillincreaseas a result of first winning and defer
super yacht visitation) and secqtg taking advantage of both the public and private infrastructure put in
place to facilitate and accommodate syndicate ba

1 Superyacht Intelligence Group, 2017. 2017 Superyacht Annual Report on Refits.
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Super Yacht Visitation Scenarios

This assessment usdsde contrasting scenarios of future super yacht visitation to understand the impact

of different investment futures. We have assumed that regardless of what happens with respect to future
investment that those yachts that wish to come here for the Amiersca Cup wi I | be accomr
there are a range of temporary options available.

The following three scenarios are examined:

i Status QuoThere are expected to be around 65 yachts visiting Auckland in the 2017 year, and the
industry is operating at cde to capacity. To reflect the capacity constraints, we have assumed that
the current visitation rates increase to 75 yachts maximum per yda. Status Quo provides a
baseline against which the higher investment scenarios can be assessed.

1 Site 18 Plus Warfage This scenario assumes that the investment in Site 18 by the private sector
includes some additional wharfage irfdo andWesthaven Marira Under this scenario, the
amount of haul out refit work able to be carried out trebl&kis scenario aames tha no
America’s Cup syndicates occupy site 18 and t
during the Americas Cup are not able to be used to berth super yachts into the f(itoee.
maximum number of yachts visiting Auckland isid@D30 under this scenario with the increased
profile from the America’s Cup expected to
constrained by berthage and processing space.

1 High InvestmentThis scenario assumes that the government and AucklantciCawake the
decision to invest in a significant wharf structure from the end of Halsey St. to accommodate the
expected seven or eight challenger syndicates. Following the regatta, the wharf will be fully
utilisable for berthing super yachts. It is ested that this will provide an additional 28 berths.
Based on information provided by Silo Marina, thesthbeare expected to turn over threienes
per year, giving a total additional capacity for 84 super yachts in a s&isot8 is also expected
to be fully developed and functioning as a super yacht refit space and that all other infrastructure
needs of the additional super yachts are catered for. The High Investment scenario assumes that
there wild.l be a positive ke panetratidh3ald attrdctom g o v e
Visitation under this scenario rises from 65 in 2017 to an early peak during AC36 of 140 yachts.
Then immediately after the Cup (regardless of the outcome) the number of visiting yachts with
drop to 105 before rising undehe higher growth path to a maximum of 159 visits to Auckland
every season (from 2030).

Super Yacht Expendituaed Economic Impact

Super yachts typically stay for long periods (on average 16.8 weeks and often up to five months for refit
work), and theihigh worth guests and well paid crew spend significantly in the economy. The owners are
wealthy and each yacht is usually accompanied by privatojetsvners and ‘'t oys and t e
submarines and helicopters. Crews are often accommodateshial properties and have cars provided

and will settle into a routine of living normal lives in the new environment, including joining gyms and
upskilling at training establishments. On average a 30m to 50m yacht will spend around $1.8m while in
New Zetand. The expenditure rises with super yacht size increases, to around $3.5m for 50m to 70m
yachts, up to $6.3m for 70m+ yachts.
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Economic Impacts

i Status QuoOperation at full capacity will bring approxima®&L0.6m into the Auckland economy
each yeain direct spend The Value Addethis generatess expected tgrowfrom $146m (per
year) currently to $168rmannuallyin 2022 with no further growth in future years (Figuré It).
employment impact terms, the baseline scenario will generate employment equivalent to 2,060
MEC8&each year.

f Site 18 Plus Wharfagghis scenario will bring approximat$800.4m in direct expenditure into the
Aucklandeconomy each yedpost 2030). The maximum annual VA impact ($238m) is expected to
be delivered from 2030 onwards. During AC36
same ($202m in 2020 and $239m in 2021). The Site 18 Plus Wharfage scéhgeoenate
employment equivalent to 2,935 MECs annually.

1 High InvestmentThis scenario will bring approximat$446.5m in direct expenditure into the
Auckland economy each yeahis scenario returns the greatest annual economic impact ($856m
additioral GDReach yeay once capacity is reached in 203be High Investment scenario will
generate employment equivalent to 4,360 MECs annually.

Figure0.1: Distribution of Value Added over time: Super Y¥iitation Scenarios

Auckland - Value Added Impacts (2017 - 2046)

A(336 High Investment
300 15N :,’
= !
& 250 \ R R S R site 18
¥
E x Status Quo
Z 150
s >
- Scenario Impacts
50 Total
Contribution

2015 2020 2025 2030 2035 2040 2045 2050

2This does not ffeect the VA associated with AC36 which is expected to generate a VA impact of $269m in 2021 from the super
yacht sector. In the lead up to AC36, an increase in super yacht activity is anticipated with the VA increasing t@@&202m in

3 MEC stands for Modified Employment Count. Statistics Employee Counts are adjusted to account for working proprietors who
are not listed as employees. This is a more accurate measure of the actual worker/employment effect.
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Discountingfuture impacts back to current terms allows the benefits of current consumption to be
compared with future consumption or future returns. A rawgaliscount rates have been tested to
highlight the effect of differentaluations.

4% 6% | 8%
PQY
2030 2046 2030 2046 2030 2046
Status Quo 1,851 2,983 1,620 2,381 1,444 1,951
Site 18 2,087 3,702 1,821 2,8H 1,62 2,35
Highlnvestment 2,640 5,040 2,280 3,874 1,986 3,060

In total, the additional visits facilitated by the wharf exseon willdeliver a total ofs1.9bn to $2.64brin
additional GDP or Value Addaeyd2030 This rises to between $3.0bn andGit#hin additional GDBy 2046
(in current terms)

These figures are far higher than the Status Quo scenario and the Sitend8oscémportantly the
di fference bet ween t lgeatestitae theinvestnerd costnseanmg thab thed i ¢ a n
returnsmore than justify the investment required.
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1 Introduction

Auckland’s marine sector is an important part of
GDP and supports a wide range of employment opportunities across Auckland. Auckland Council, through
its economic development arm ékland Tourism, Events and Economic Development (ATEED) and its
property agencyPanuku Development) is interested in understanding the potential economic effects of
the36"America’s Cup ( AC36) undenstanditgweill Help idoan deoisions araundy . i
the type and level of investment in waterfront infrastructure associated with hosting AC36.

A key initial decision is required on the location for the AC36 village which incorporates team bases and
other support infrastructure. Desions on the preferred location include consideration of the legacy
benefits for Auckland which should include benefits for the marine sector during and post AC36 as well as
some potential disruption to BAU for the marine sector in the lead up to andydAdB6.

Legacy benefits from events take many forms. In this instmeenajority of the legacy benefits arise
from utilising infrastructure initially construc
future superyacht visits and theudsm and refits/maintenance benefits they deliver.

ATEED hawwommissioned Market Economi@d.E)to undertake high level projectiomsd an economic
impact assessment of different growth and investment scenarios.

1.1 Studyaims

The study aim was to worktwiATEED, Panuku and the Auckland marine sector to define assiieof

yacht visitationgrowth projections showing the potential growth that could be unlockehmsstment
associated with facilit at.iThnegrimardy adifahirderestaf thissstudyCup d
is the potential impaatn superyacht visitatioand economic benefifrom the superyacht(>30m? sector.

To carry out the study, we hadefined scenarios arourstiper yachtvisitation infrastructure investment
requirements and the associatetonomicgrowth profiles. The main tasks associated \ilie work

included:

1. Develofinga picture of the current state of theeiperyacht sector in Auckland includjreghighlevel
descriptonot he current capacity and the expected gr ¢
outlook,

2. Engaging with key sector stakeholders to develop scenarios reflecting alternative growth pathways
associated with different infrastructure developments,

3. To estimatdhe shifts in expenditure attracted to Auckland for each scenario and to estimate the
related economic impacts using GDP and employment as metrics.

4. ldentification of opportunities and threats to the super yacht refit sector and their likely impact on
the figures presented in this report.

4 The super yacht sector hasiamber of differing definitions. With the increasing size of super yachts the skift t® vessels
that are 30m or more in length. It is important to note that a significant number of vessels are able to visit New Adatand u
30m and their effectsral impacts are additional to the figures discussed in this report.
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This study considers thengterm effects, out to 2046 To assist with interpreting the results, we use
Di scounted Cash Flow analysis to express the val

1.2 Information, limitatbns and caveats

Numerous different sources were consulted during this study including:

1 Statistics New Zealand datasets (e.g. Supply and Use Tables),

1 Super yacht refit cost informatiofiom agents and industry informants

1 Information sourced during engagents with the marine industry (e.g. NZ Marine, Orams Marine,
TNL Pindar Ltd and others).

1 International literaturegpecifically the Super Yacht Annual Report 017

1 Previous studies carried outarthe Superyacht Industry in New Zealand and Aucklandtioyar
-notably Superyacht ISopergacht $pgnel IPatemtialsin N2W Zedland e p o
prepared for ATEED, TNNZTE and NZ Marine

T Studies <carried out i nto the Eéonomic inmpdct ochAthe s up
Superyacht Sectoby AEC Group for AIMEX and Superyacht Australia.

In terms of caveats and limitations, our modelling rédessvily on theon the information collected during

the industry engagementSimilarly, theeapacity that could be unlocked by investing in infrastructure was
also informed by the industry engagements. In terms of the process, several iterationsed to define

and refine the assumptions. The resulting growth profiles were presented patties involved in the
process for signoff. Our results are directly related to the information that we collected from the industry
and changing this information will alter our findings.

We use different growth futures (scenarios) to illustrate itmpacts of thedifferent timeframes and

growth profiles. The scenarios are compared using Net Present Value (NPV) type dhalysis f ut ur e
spending ipresented in constant termse.not adjusted fofuture price changesBy using a NPV approach
(andnot adjusting for price adjustments) tpresentva |l ue’ of t he future i mpact
It is unlikely that expressing future impacts in current terms (and then discounting the values back as part
of the NPV process) would alter tbeerdl findings of the assessme¢. change the interpretation or

direction of the effects. This is because, as our results show, the scale of the impacts are sapstantial
material

It is important to note at this point that the definitiaf a super yda has been held at 30m and above
There are a large number of yachts in the 24m to 30 m category that are important for the industry and
provide significant work for servicing and refit workaddition there are a large numbef 12m to 24m
boats,international cruising boats that visit Auckland annuatigain looking to carry out maintenance

work while in New Zealand watdegpproximately 500 annually enter New Zealand waters, along with up

to 125 returning New Zealand flagged vesseBgsed o analysis of the Silo Marina data gathered over

the past 5 years, yachts under 30m only accounted for 10% of total visits. This implies that the smaller
yachts are able to find berthage outside the super yacht locatibhe economic impacts of thosealt®

are additional to the figures portrayed in this report, which focuses on the impact of vessels visiting
specifically due to the additional infrastructure provided in the form of awlgavfageand/or refit space.
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Our modelling uses an InpOutput modé to economic flow oreffects. Appendixl highlightsthe key
limitations of IO modelling.

2 Contextand Scenarios

This section sets the scene for the analysis by providmghdevel overview of theglobal super yacht
sectorandits growth outlook. This global information is sourced fron2®E7 Super Yacht Annual Report:

Refit Next , Auc k]!l an dtryss bseflypliscusseg with h fiocus on thainsarket structuhe

average size of yachts serviced/refitted, the average costs and market share. The global growth outlook
and the local conditions are the used to define two growth scenarioa atadus go profile.

2.1 GlobalMarket

It is estimated that thelgbal fleetof super yachts sits 41100 yachts (201@nd every year betweelD0-

140are added. This suggests that over the next ten years, the super yacht fleet will increase by between
a quarter ad a third (between 24.4% and 34.1%). This growth is despite the noticeable slowdown in
deliveries in the post Global Financial Crisis environment. Similarly, the refit market has seen a similar
pattern of slowing down post the GHeElgure2.2 shows these trends.

Figure2.1: Global Deliveries and Fleet Size Trends
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In recent years the delivery of Superyachts from New Zealand builders has deClineshtly there are
no new builds on Auckland boat buildelnooks The local marine industhas switched focus to refit and
service along with the provision of significant pieces of componentry (rigs, tendeiSwgie).yachts have
very specific matenance schedules amsdirvey requirementthat mean they have a constant expenditure
stream attached to them.Maintenance schedules are recurriragross different cycles (detailed in
Appendix):

1 Atwo-yearcycle—relating to essential maintenance including serving engines, replacing anodes
andapplying antifouling covering/paints. It is estimated that there are around 1,585 to 1,775 super
yachts each year undergfte required maintenance. This equates to 38% to 43% of the fleet which
in turn suggests that not all super yachts have a biannual service. Historically, the size of the two
year maintenance cycle has grown at around 3%.

1 Afive-yearcycle—this cycles more involved than thevo-yearcycle and is typically undertaken
every 3 to seven year3ypically, these larger maintenance project entail work on thaitigpand
super structures and is because these areas are exposed to harsher cliniatels. yen
approximately 530 super yachts (13% of the flagt)subject to work associated with the fivear
cycle.

It is estimated that each yeapproximately80%— 50%o0f super yachts require significamaintenance
warranty, refit or survey related work carried out

Figure2.3: Distribution of super yachts by type of maintenance (per year)
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The maintenance cycles are an important part of the super yacht industry and due to the recurring nature
of these cycles, it provides stability, a degree of predictability and reduces busineBseiskaintenance
schedules of superyachts determine wh#re boats are positioned globally, with ports that provide the
ability to carry out the refit and maintenance work benefiting from a high percentage of super yacht arrivals
and the additional tourism expenditure flows.

2.2 New Zealand within the Pacific

The D17 Superyacht Annual Report on Refits, published by Superyacht Intelligence Group identifies that
Australasia (Australia and New Zealand) can expect approximately 6% of the worlds superyacht refits over
the next 5 years. This provides a healthy markappfoximately 120 refit opportunities in 2018 rising to

140 in total by 2028, and around 250 by 2046 (the last year covered by this report) assuming that market
share holds over time In additionto this, the number of super yachts visiting and not carrying out
significant maintenancis approximately 2.8% of the global fleet of 30m+ yachtsese yachts will still

spend money in Auckland on regular maintenance and tourism type expenditures.

In combingion with the refit share this provides a solid pool of superyachts that will grow in line with the
global fleet and provides New Zealand with plenty of scope for expansion. For example, the Australasian
total visitation is expected to rise from 236 yacim 2018, to almost 300 by 2028 and to over 500 by 2046
assuming market shares are held constant.

New Zealand is uniquely placed to service, refit
of recreational marine excellence, there are gepbieal advantages to its position in the South West
Pacific. Superyachts need to be below the tropics during the cyclone season. This means that over the
summer months they must be below the™@arallel (latitude line) in order to maintain insuranceeso

Within the Pacific, Auckland (and New Zealand) is one of the few ports available to these boats.

At present, approximately 180 to 190 boats come through the Panama Canal each season. These boats are
split between those heading north to the west doasof t he America’s and t ho
pacific. Practically all super yachts then call into Tahiti before crossing the souttagiisOcean to

either Australia or New Zealand.

In a normal year the number of boats calling into New Zealasidluauated between 50 and 60 boats.

This is the baseline level of demand that the industry hopéxtease as a result of firstly winning and
defending the America’'s Cup (a key attractant fo
of both the public and private infrastructure put in placddoilitate and accommodate syndicate bases

for the 2021 America’s Cup regatta’s

The recent hurricanes Irma and Maria that crossed the Caribbean during the 2017 hurricane season, have
significanty damaged, if not destroyed much of the super yacht infrastructure that exists in some key parts
of the region. This may have a beneficial effect for New Zealand in the short term by increasing the number
of boats looking at the Pacific as an alternativéhe Caribbean for the next few seasons cruising.

Auckland is well placed for a range of reasons, including;
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2.3

Ability to import on a temporary basis for up to 2 yedosig with an ability to charter superyachts
from within New Zealand waterd his meis that they avoid having to pay duty or gst on the value
of their vessels when in New Zealand for up to 2 years.

Southern Spars presence. As one of the last remaining dedicated spar manufacturers for super
yachts globally, many sailing vessels will reedsit Auckland in order for warranty work, rig
replacements and tune ups to occur.

Deepwater access at all tides to refit businesses. This is a significant limitation of many of the
Australian facilities. Also the presence of the refit sector clodait@ k | and’ s heart .
to high quality hotels, restauranta container port, an international airpamnd retail shops is a
significant attraction for super yachtsyners,crews and guests.

The presence of New Zealand crew within the supentyindustry. Skippers and first officers or
engineers has a major say in where work is carried out on these large private vessels. If the crew
have a sound knowledge of the New Zealand industry and have a desire to be in New-ZAealand
particular inAuckland, they will often decide that this happens

High quality, integrated marine industry. Speciakilssand an ability turn their hand to most
aspects of refit and maintenance work ensures that super yachts can carry out all the work needed
in onelocation, rather than have engineering done in one place, then having to move for mast
stepping, or repaint.The Auckland marine industry has the ability to labour share and to work
competitively and collaboratively to complete jobs.

Marine related evers . The Ameri ca’ s Cnthe 2003 defenbecovel 140 ge st
super yachts visited Auckland to watch the ra
In addition, NZ Marine runs events such as the Millennium Cup, 12 metre regattBay of

Il sland’s Race week to ensure activities for t

New Zealand: New Zealand lgh-qualityexotic holiday destination. The other attractions New
Zealand offers both in terms of being an interesting cruising groundilém the attraction of
Queenstown, Rotorua, the wineries and other scenic and cultural activities means that guests can
entertained over a long period of time both on the yachts and also ashore.

Market Considerations

The super yacht industry operatesairfluid, global setting. This means the industry can be exposed to
developments or events occurring at the global, regional and local level. These events can have positive as
well as negative effects at all scabesthe Auckland industryAt the localevel, some of the attributes of
theindustrypuNew Zeal and at a competitive advantage wh
overall competitiveness. The threats include:

T

Geopolitical events and uncertainty, including military action betweations (i.e. war). The
current political tensions between the United States of America and North Korea is a case in point.
Similarly the geececonomic restructuring in Europe (Brexit) with the corresponding uncertainty
could depress demand from thisamket in the near future
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1 Climate change and the effects on economic activity, infrastructure related risks (e.g. storm
damage) and global trading patterns over the long term are key threats.

1 At an Australasian level, movements in the Australiansingl to increase its profile and brand
awarenessare seen as a competitive risk that could erode market share. Efforts by the regional
(Queensl and) gover nment to support the super
assisting the local indugtand limiting the NZ industry to develop supporting roles and markets in
Australia. This is viewed as a loeign threat that is somewhat reduced by the current strong
position of the NZ industry. Elsewhere, the visa requirements of different cowar&iearrently
limiting the efforts of their industries to develop. For example, in some countries the length of the
work visas is limited to 18 months. This relatively short period makes it difficult to attract qualified
workers to the super yacht induis. If these visa requirements are changed (made more
favourable) then competition for skills, kniwow and industry networks is likely to intensify.
addition, the Queensland government is looking to remove the full importation taxes that
historicaly have been applied to super yachts. This will make it more cost effective to have work
carried out there.

At the local level, the main threats include:
1 Exchange rate fluctuationsyper yacht refit work is very sensitive to exchange rate fluctuations

1 Ashift of the labour force to other parts of the economy ¢hg.constructionboomtaking boat
builders

1 Changes in policy an obvous exampleare the potential changes to migration levels and
requirementsthat could impact theeconony s ability to attract suitable labourThis could have
flow on effects for the Marine industry as prices for labour could rise

1 Changes to NZ tax legislation that introduces GST on some work will have a negative impact on
how the sector is viewed globally.

1 The super yacht industry is to a large extentt lauilthe reputations of local rojglayers that can
be tarnished by impragr activities and this will spdiver to the wider sector.

1 There is a degree of concentration risk with a large share of the global market for specialist
goods/products being delivered by one or two businesses (e.g. Southern Spars). If these high
profil e compani es were to rel ocat e, t hen t his
attractiveness. It is not only the loss of the local business that matters but also the impact on the
scale, diversity and networks that will be reduced.

1 Wynyard Quader is currently zoned for marine industry and this is providing a high degree of
certainty and stability to the industry. However, this zoning is not guaranteed and a move to other
land uses is a real threat that would have a detrimental impact on mptlesuper yacht sector
but also the recreational and leisure marine relative activities (as well as the associated marine
retail) activities.

In contrast to these potential threats, there are a number of opportunities that can be explored and
developeal looking forward. These opportunities are both homegrown and regional, and include:
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1 The growing potential tmtegrate activities associated within the entire South Pacific régjimh
the gearing up of Tahiti to host super yachts increasingtitential in New Zelandgnd with
specific areas in the region becoming more attradéueh & New Zealand for refits)

1 The gl obal economy’s centre of gravity is s
economies are generating enormous wealtid the number ohigh net worth individuals these
economies are also increasing. It is only natural to anticipate a similar increase in the level of
demand for supeluxury goods and services ncl udi ng super vyiaechhles . N
leveraged and used to develop these markets. Of course, the current focus is on the rebuild and
refit submarkets associated with super yachts and not new builds. Nevertheless, there will be
strong growth opportunities due to the lift in wdalin these markets Notwithstanding the shift
in global markets, the North American and European markets will remain strong and important
markets.

At a local level, the following opportunities have been identified:

f Buildng on NZ's yachting hi st or ydestinato® fonnbtonlyr e t o
the super yacht refit work but also for workers (e.g. using the NZ lifestyle to attract workers).

91 Developing NZuper yacht Captiastrainingprogrammes

1 Building on the opportunities associated with the Millennium Cup and the related global marketing
opportunities (e.g. boating magazines).

1 Using the APEC and ABAC events to promote the local industry.

The super yacht industry is delivering sabsal value to the economy, but it is limited by some
weaknesses, including:

1 As with most parts of the Auckland economy, labour force constraints are limiting the super yacht
i ndustry’s ability to expand a evorking withindustryg d t h
Training Organisations to align skills, training programmes and candidate development efforts.
Currently there are around 200 companies collaborating with the ITOs to address skills and labour
force issues.

1 The sector competes Witother parts of the economy to attract and retain skilled labour. Again,
this is not unique, but the pressures are very real with staff moving to construction in search of
hi gher paying positions. Auc k| adragsikeysreasostdios i n g
staff movements. This suggests that salary and wage rates must remain competitive and in some
cases, a premium might need to be paid to retain high value staff.

2.4 Super Yacht Expenditure Profile

When a super yacht docks into Auckl#@reets of a chain of expenditures that flow through the economy
supporting turnover, employment, taxes and profits. A super yachts economic footprint is wide. While

SThat is “The NZ story?”: l'ifestyl e, gol f, Wi ne, equestrian,
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the refit and maintenance work is directed to the marine industry directly, the acfiammers guests

and crew spread money across local and national tourism sectors and local retail and service sectors.
Given the long duration of their stay (on average 16.8 week&n up to 5 months for refit work), the

high worth guests and wedhid crew spend significantly.

In addition, when a super yacht arrives it is accompanied by at least 2 shipping containers, and usually a
private jet at Auckland airpovthen the owner arrives I n addition, the *“toys
replaced or undergo significargfits and service maintenancd his often includes helicopters and
submarines.

During refits crews are accommodated in rental houses and have cars provided, the mdlj@ity wi
gyms and purchase water toys as well as engage in further training and upskilling.

These expenditures were captured by Superyacht Intelligence using a large survey of super yacht crews in
2014. While the figures collected understated the effefdiaoge scale purchasesuch as major refits,

it did provide well founded estimates of expenditure of tourism type activities and crew expenditures

while the yachts were in porOfimportanceis that the Superyacht Intelligence information was

cdlected by type of vessel and also by length. This allows a degree of fine tuning of spend estimates
given a changing profile of visiting vessels.

For the most part these figures have been utilised in this report but have been factored up to reflect price
changes since 2014 and have been benchmarked against work carried out for the Australian Super yacht
sector by AEC Grolim 20162017.

It is important to note that the resulting figures have been cross checked by Marine industry specialists
including NAarine, Silo Marina along with a number of the major Super Yacht Agents (whose role is to
manage the yachts while they are in New Zealand waters.

2.4.1 NZ Super yacht fleet structure

The majority of yachts that enter the Pacific are in the 35m to 65m raogever there are a number

that arrive into New Zealand that are significantly larger. Figure 2.3 presents the distribution of yachts
that have ever berthed at Silo Marina. This data is reflective of the size distribution of yachts visiting
Auckland as it lsabeen gathered over the past 5 years a@erage around 60% of yachts are in the 30m
—50m size range with a further 28% between 50m and 70m. The very largest yachts 70m+ make up 13%
of total visits.

Figure2.4: Distribution of Auckland Visiting Super Yachts by size category

30m-50m 50m-70m 70m+
Avg. Length (m) 40 60 75
Share of Yachts* 60% 28% 13%
Avg. Yacht Value ($m) $78.3 $117.4 $146.7
Average Spend / Visit ($m) $1.76 $3.47 $6.34
6“Superyacht Spend Potential in New Zedland Super yacht | 0i4dol ATEEDeTINZ BIZTE and NZpMarinMay 2

7“Economic Impact of the Superyacht Séctor AEC Gr oup, 12016 for Al MEX and Superya
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We have estimated an average yacht valuation for each size band. This is important as it is a useful
marker of general maintenance spend. On average, and over and above the spend on refits, a superyacht
will spend between 7.5% and 11% of the total valufe yacht each year on maintenancais has

been based on an average value per metre of NZ$1.96m.

The figures contained in Appendix 3 detail an average expenditure profile for each size class. On average
a 30m—50m yacht will spend around $1.8m whileNew Zealand. This rises to around $3.5m for 50m

70m yachts and up to $6.3m for yachts over 70m in length. It is important to note that these are

averages and there is likely to be a very lagg@tion between yachts in the same size band. It wil

depend almost entirely on the length of time they spend in Auckland and the scale and nature of refit

work carried out. In terms of international comparisons, the AEC work in Australia reported that the
average spend by superyachts in Australia wasdr$g.2m. This is higher than thiguresrelied upon

in this report, meaning that the estimates in this report are probably conservative.

For the purposes dhis study, these shares have been held constdatthe future to generate

estimates of expenditure into the Auckland Marine sector. This is a conservative position as there is
evidence that the proportion of larger yachts is increasing. This leads to an increasing average spend on
everything from refit value and berthage to averagily provisioning and guest spend while traveling
around New Zealand.

Having established a profile of spend per visiting yacht, the next step requires developing scenarios of
visitation under the different investment options;

{1 Status Quo or limitedhange
i Site 18 plus associated wharfage

1 High Investmertnew wharf for America’s Cup and visit

2.5 Super Yacht Visitatidcdcenarios

To understand the impact different investment futures, we have created three contrasting scenarios of
futuresupety acht visitation. The prime difference bet
to carry out refits and maintenance. Each of the three scenarios is laid out below.

I note that super yachts vi si ttdtimedaseinernimbegs undere A m
each scenario. We have assumed that regardless of what happens with respect to future investment, that
those yachts that wish to come here for the Amer
temporary options wailable to allow a larger number of yachts to visit including temporary floating jetty
structures that were used during the 2003 defence of the cup, as well as allowing berthage at other
locations— other wharfs may be able to be used temporarily, or theen on anchor irsheltered waters

relatively close.

8 Multiplying the average spend totals through by the percentage shares gives an overall average of $2.9m/visiting yach
Auckland
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While those options are not ideal, they will ensure that regardless of decisions made with respect to
investments for the | ong term, the America’s Cu|
Zealand.

2.5.1 Status Quo

The status quo scenario provides a baseline against which the higher investment scenarios can be assessed.
There are expected to be around 65 yachts visiting New Zealand and Auckland in the 2017 year. The
industry (based on its cume locations and space constraints) believe that it is operating at close to
capacity. One large refit organisation has had to turn away 3 large ($5m) refits for the coming season
simply because there is no space to pull the yachts out of the waterefoefihwork to carry out. While
significant amount of refit work can be done whilst berthed and in the water, there are a number of tasks
that require the yachts to be pulled out (propeller shaft removal, hull painting and antifouling, through hull
fitting replacement, etc).

In addition to the lack of additional refit space, the existing central Auckland marinas have limited capacity
to provide additional berths.

In order to reflect that some growth is potentially possible, we have assumed that thet aisittion
increases to 75 yachts at maximum per yére growth occurs in line with global growth in Super yacht
numbers, but is capped at 75 annuallyigure2.8 outlines the visitation in comparison with the other
scenarios.

Direct Expenditure

By applying the average spend figures presented in Appendix 3 to the capacity number ofieisitseun
Status Quo generatea direct expenditure profile as follows Operating at full capacity will bring
approximately$210.6m into the Auckland economy each year
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Figure2.5: Total Annual Direct Expenditure by Super Yachts visiting Auckland at Capacity (Status Quo
Scenario)

30m - 50m 50m - 70m 70m+

Berthage & Power $ 2,622,442 $  1,226,626| $ 549,867

$ 1,350,955( $ 631,898| $ 283,265
Guest related spend - on board | $ 4,524, 450 $ 2,116,275| $ 948,675
Helicopter Hire $ 143,285 $ 67,020 $ 30,044
Culture and Entertainment $ 173,823| $ 81,304| $ 36,447
Health and Beauty $ 189,247 $ 88,519 $ 39,681
Hotel Accommodation $ 223,487| $ 104,534| $ 46,860
Car Hire and Taxi $ 227,497 $ 106,410| $ 47,701
Sports and Recreation $ 258,190( $ 120,766 $ 54,137
Eating and Drinking out $ 291,814 $ 136,493 $ 61,187
Personal Shopping $ 620,798| $ 290,373| $ 130,167
Admin spend $ 1,106,783 $ 517,689| $ 232,067
Tenders and Toys $ 378,651 $ 177,111 $ 79,394
Operational Spend
Professional Services $ 093,769 $ 464,828| $ 208,371
Medical and Safety Equip $ 284,466 $ 133,057 $ 59,646
Promotional Gifts $ 120,573 $ 56,397| $ 25,281
Shipping $ 264,065 $ 123,514 $ 55,368
Stationery and Post $ 01,158( $ 42.638| $ 19,114
Sundry $ 755,803| $ 353,521| $ 158,475
Repairs and Maintenance
Maintenance $ 66,554,640 $ 31,130,396 $ 13,955,005
Refit $ 30,710,061 $ 14,364,383 $ 6,439,206
Crew Related Spend
Car Hire $ 178,968 $ 83,711| $ 37,526
Sports equipment and Gyms $ 207,476| $ 97,045| $ 43,503
Internal Flights $ 332,736| $ 155,635| $ 69,767
Culture and Entertainment $ 406,641 $ 190,203 $ 85,264
Training Courses $ 470,954| $ 220,285| $ 08,748
Hotel Accommodation $ 642,970 $ 300,744 $ 134,816
Sports and Recreation $ 653,922| $ 305,867| $ 137,113
Personal Shopping $ 826,732 $ 386,697| $ 173,347
Eating and Drinking out $ 1,976,297 $ 924,397 $ 414,385
Certification and Surveys $ 504,897 $ 236,162| $ 105,866
Publications and Charts $ 201,225| $ 94.121( $ 42,192
Fuel and Lubeoil Spend $ 6330539 $ 2,961,059 $ 1,327,371
Provisioning $ 045,391| $ 442 199| $ 198,227
TOTAL by length $ 125,564,705 $ 58,731,878/ $ 26,328,083
TOTAL OVERALL $210,624,667
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2.5.2 Site 18 plus wharfage

The Site 18 plus wharfage scenassumes thainvestment in site 18 by the private sacincludes some
additional wharfage int&ilo andWesthaven marira Under this scenario, the amount of haul out refit
work able to be carried out trebles, given the amount of space not only increases, but opens up to allow a
much more efficient utiligaon of the land. The haout area will be fed by marina berths at Silo Marina,

but also additional wharf structures built immediately into Westhaven from Site 18.

This scenari@ssume that Site 18 is not used to acomodate Americas Cugyndicate bases. It also

assumesthaany ot her structures buil t taocenaabledtmeusaiat e
to accommodate super yachts in the futur&his may involve accommodating the basea split of
locations including other wharfs, or the existing Viaduct Basin is partially uliseé n i f t he Amer

were not to occur in Auckland (assumangg r e e ment can’'t be reached on
there will be growth inwger yacht related economic activity as described under this scenario because of
the potential developments at Site 18.

In total the number of yachts visiting Aucklamhually under these assumptions tops out at.10he
effect of t h eltthhowgh anincraases gra@vthpateipast efent thangvent. This reflects

the increased pr orégattalmingttditee industey rrégardlesssof tkuinvestment in
facilities. However, the industry is still constrained by berthage and processing space such that capacity of
107 yachts annually is reached by 2030.

Direct Expenditure

By applying the average spend figures presented in Appendix 3 (we have assumed that these do not change
between scenarios) to the capacitisits under the Site 18 plus wharfaggenariogenerates a direct
expending profile as followsigure2.6).

Operating at full capacity this scenario will bring approxim&200.4m in direct expenditurento the
Auckland economy each ydapst 2030) As wih the Status Quo scenario, this stimulates the economy in

a wide range of sectors, sustaining employment and businesses and supporting the retail networks that
meet household needs. Taxes are also returned to both central and local governments dasoathesul
additional activity.
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Figure2.6: Total Annual Direct Expenditure by Super Yachts visiting Auckland at Capacity (Site 18 Scenario)

30m - 50m 50m - 70m 70m+

Berthage & Power $ 3,741,3500 $  1,749,986| $ 784,477

$ 1,927,362 $ 901,508| $ 404,124
Guestrelated spend-onboard |$ 6,454,881 $  3,019,219|$ 1,353,443
Helicopter Hire $ 204,420| $ 95,616| $ 42,862
Culture and Entertainment $ 247,988 $ 115,994| $ 51,997
Health and Beauty $ 269,992( $ 126,287| $ 56,611
Hotel Accommodation $ 318,842 $ 149,136| $ 66,854
Car Hire and Taxi $ 324,563| $ 151,812 $ 68,054
Sports and Recreation $ 368,351 $ 172,293 $ 77,235
Eating and Drinking out $ 416,321| $ 194,731 $ 87,293
Personal Shopping $ 885,672 $ 414,266| $ 185,705
Admin spend $ 1,579,010[ $ 738,569| $ 331,083
Tenders and Toys $ 540,208 $ 252,678| $ 113,269
Operational Spend
Professional Services $ 1,417,777| $ 663,154 $ 297,276
Medical and Safety Equip $ 405,839| $ 189,828| $ 85,095
Promotional Gifts $ 172,017| $ 80,460| $ 36,068
Shipping $ 376,733| $ 176,214| $ 78,992
Stationery and Post $ 130,052| $ 60,831| $ 27,269
Sundry $ 1,078,279 $ 504,356| $ 226,091
Repairs and Maintenance
Maintenance $ 94,951,287 $ 44,412,699 $ 19,909,141
Refit $ 43,813,020 $ 20,493,187 $ 9,186,601
Crew Related Spend
Car Hire $ 255,327| $ 119,427| $ 53,536
Sports equipment and Gyms $ 295,999( $ 138,451 $ 62,064
Internal Flights $ 474,704 $ 222,039( $ 99,535
Culture and Entertainment $ 580,142| $ 271,357| $ 121,643
Training Courses $ 671,894 $ 314,273| $ 140,881
Hotel Accommodation $ 017,304| $ 429,062| $ 192,338
Sports and Recreation $ 932,928 $ 436,370( $ 195,614
Personal Shopping $ 1,179,471 $ 551,688| $ 247,308
Eating and Drinking out $ 2,819,518/ $  1,318,807| $ 591,189
Certification and Surveys $ 720,320| $ 336,924| $ 151,035
Publications and Charts $ 287,081 $ 134,280| $ 60,194
Fuel and Lubeoil Spend $ 9,031,569 $ 4,224,444 $ 1,893,716
Provisioning $ 1,348,758| $ 630,871| $ 282,804
TOTAL by length $ 179,138,980 $ 83,790,813 $ 37,561,399
TOTAL OVERALL $300,491,191
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2.5.3 Highinvestment

The High Investment scenario assumes that the government and Auckland Council make the decision to
invest in asignificantwharf structure from the end of Halsey $. accommodate the expected 7 or 8
syndicates challenging for the Ametica Cup i n 2021. D uthei whayf (andee | e
constructed) will be home to the syndicate bases but is expéoctadcommodate super yacht berths on

the western edge. Following the regatta, the wharf will be fully utilisable for beshp®y yachts. It is
expected that this will provide an additional 28 berths. Based on information provided by Silo Marina,
these berths are expected to turn over 3 times per year, giving a total additional capacity for 84 super
yachts in a seasorT.hisproduces a total of 159 yachts able to be accommodated each year.

In addition to the additional berthage the High Investment scenario assumes that Site 18 is fully developed
and is functioning as a super yacht refit space, along with the additional thexyhare expected to build

into Westhaven Marina. The High Scenario also assumealittieg other infrastructure needs of the
additional super yachts are catered for. This is likely to include; space for containers to be accessible to the
boats, room for spars to be laid out prior to installatioim reasonable proximity to the berthagglo

Marina continues to operate and super yacht haul out can continue to occur at Orams (plus Site 18), Titan
and the larger boats can be hauled out at Babcocks dry dock at the Devonport Naval Base.

The Hi gh Il nvest ment S cenar iadne iadasry has she tapaaity to Ne w
accommodate the increased volume of work the expansion implies. This includes an appropriately sized
workforce, sufficient training resources to ensure that workers coming through the system are highly
skilled, and enougproject management skillsets to arrange and manage the projects as they arise. NZ
Marine are confident that the skills do exist and through the Boating Industry Training Organisation (BITO)
they believe they have a training infrastructure in place & dgéh future workforce demands. Following

the demise of the major super yacht building companies (Alloy Yachts, Sovereign Yachts, Fitzroy Yachts and
others) many of the skilled boatbuilding workforce have been picked up by the construction sector. The
skills do exist in the New Zealand economy, they are simply directed elsewhere at present. An upturn of
the scale that the High Investment scenario implies wouldhseg/these workers heading back to the
marine industry.

The High Investment scenarioassels t hat there is a positive post
penetration and attraction. Foll owing the wunsuc
long lag in terms of super yacht visitation. Prior to the Cup Auckland wotildehesen 2 and 5 super

yachts each seasonDuring the Cup defence Auckland was visited by over 100 super yachts. In the
following years the numbers were less but still significantly above the base line of 5 to 10 (that might have
been expected based ghobal growth alone). In the year immediately following the cup defence Auckland
attracted around 50 yachts then dropping to around 30 the year after. The decline stabilised and has
increased since to be back at between 50 and 60 in recent years.

We haveassumed that the Post AC36 growth will B&/4 higher than growth based on global super yacht
fleetgrowth.Vi si t ati on under this scenario rises from |
of 140 yachts (note this is higher than under tiieeo 2 scenarios based on there being additional wharf
infrastructure during the event, potentially freeing up space elsewhere that might become available for
super yacht berths. Immediately following the cup (win or lose) the number of visiting yapistsodt 05,
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before rising under the higher growth path to a capacity of 159 visits to Auckland every season.
Coincidentally, this occurs in the year 2638e same year as the Site 18 scendfigyre2.7).

Note that the share of yachts in each size category is held constant under each scenario. This is potentially
a conservative assumption in the High Investment scenario as the ability to accommodate@aedarger
yachts is one of its features. The effect of this assumption is to lower the total direct spend.

Direct expenditure

By applying the average spend figures presented in Apperatpaid (ve have assumed that these do not
change between scerias) to the capacity number of visits under High Investment scenargenerates

a direct expending profilthat sees around $345m in spend directed at the recreational marine industry

for refits and maintenance. It is important to note that theseréguare based on averages and do not
include other induced effects (things such as investment in New Zealand businesses or the purchase of
New Zealand property) or very large one off purchagesexample of a large one off purchase the
specialist sugr yacht tenders made by McMullen and W{ag an example) Previously a super yacht
manufacturer, they now specialise in large (50 foot) hand built tenders that can cost $2million dollars or
more. In fact, the total super yacht tender sector in New &®ais worth over $20m annually.

Operating at full capacity this scenario will bring approxim&®&#a5m in direct expenditureénto the
Auckland economy each yggost 2030) As with theother scenaris, thisdirect expenditurestimulates

the economyin a wide range of sectors, sustaining employment and businesses and supporting the retail
networks that meet household needs. Taxes are also returned to both central and local governments as a
result of the additional activityin this case, offsettintpe initial cost of the investment.

Figure2.8: Super Yachisitation under three Investment Scenarios 202046
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Figure2.9: Total Annual Direct Expenditure by Super Yachts visiting Auckland at Capacitydstigkrit
Scenario)

30m - 50m 50m - 70m 70m+

Berthage & Power $ 5,559,577| $ 2,600,447| $ 1,165,718

$ 2,864,024 $ 1,339,624 $ 600,521
Guest related spend - on board | $ 9,591,833| $ 4,486,503| $ 2,011,191
Helicopter Hire $ 303,764 $ 142,083| $ 63,692
Culture and Entertainment $ 368,506| $ 172,366| $ 77,267
Health and Beauty $ 401,204 $ 187,660| $ 84,123
Hotel Accommodation $ 473,793| $ 221,613| $ 99,344
Car Hire and Taxi $ 482,294 $ 225,589| $ 101,126
Sports and Recreation $ 547,363| $ 256,025| $ 114,770
Eating and Drinking out $ 618,645| $ 289,366| $ 129,716
Personal Shopping $ 1,316,092 $ 615,591| $ 275,955
Admin spend $ 2,346,379 $ 1,097,500| $ 491,983
Tenders and Toys $ 802,739| $ 375,475 $ 168,316
Operational Spend
Professional Services $ 2,106,791 $ 985,434| $ 441,746
Medical and Safety Equip $ 603,069| $ 282,081| $ 126,450
Promotional Gifts $ 255,614| $ 119,562| $ 53,597
Shipping $ 559,818| $ 261,850| $ 117,381
Stationery and Post $ 193,255 $ 90,394 $ 40,521
Sundry $ 1,602,303 $ 749,464| $ 335,967
Repairs and Maintenance
Maintenance $ 141,095,838 $ 65,996,440/ $ 29,584,611
Refit $ 65105329 $ 30,452,492 $ 13,651,117
Crew Related Spend
Car Hire $ 379,412| $ 177,467 $ 79,554
Sports equipment and Gyms $ 439,849| $ 205,736| $ 92,226
Internal Flights $ 705,401| $ 329,946| $ 147,907
Culture and Entertainment $ 862,080| $ 403,231 $ 180,759
Training Courses $ 008,422| $ 467,004| $ 209,347
Hotel Accommodation $ 1,363,097| $ 637,578 $ 285,811
Sports and Recreation $ 1,386,314] $ 648,437 $ 290,679
Personal Shopping $ 1,752,672 $ 819,798 $ 367,496
Eating and Drinking out $ 4,189,750 $ 1,959,722| $ 878,496
Certification and Surveys $ 1,070,382 $ 500,662| $ 224,435
Publications and Charts $ 426,596| $ 199,537| $ 89,448
Fuel and Lubeoil Spend $ 13,420,743 $ 6,277,445 $ 2,814,027
Provisioning $ 2,004,229 $ 037,462| $ 420,242
TOTAL by length $ 266,197,175 $ 124,511,582 $ 55,815,537,
TOTAL OVERALL $446,524,294
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3 Economic Impadtindings

Having established the additional direct expenditure into the Auckland economy
generated by the additional yacht visitation, it is important to assess what this means in
terms of additional contribution to GDP and levels of employment that spending sustain

It is also important to trace how this direct expenditure flows through the local and
national economy. A portion of spend will also flow directly back off shore so needs to be
accounted for.

Most importantly, this assessment recognises that theimearefit industry does not
operate in isolation. It purchases goods and services from other sectors within Auckland
and around the country. It pays wages to workers who then purchase retail goods and
services. This activity is all driven by the addhfiairect spend and is captured in the
analysis below.

This section presents the results of the economic impact assessment. The findings are presented at a
annual level as well agatal/cumulative level The cumulative impacts amsosummarised ird a range

of valuesusingdiscounted cash floW{DCF) analysts present them in current termsThis recognises that

a dollar in the hand today is worth more than the promise of a dollar in the futfutgire returns are
discounted accordingly.

The ecoomic impacts can be expressed using metrics of Value Added (VA) and emplafahenfdded

(VA) is closely aligned with Gross Domestic Product (GDP) and is the true measure of economic growth as
it reflects the value of the additional work and inputsiag from within the economy (notwithstanding

none of the environmental effects or adverse social costs are netted utgrms of the components of

the impacts, we present the direct and indirect impacts as well as the total impacts. These components
include:

1 The'directand i ndi r-avdite ne fafne cetcso'nomi ¢ c¢c hasuwleastha k e s
hosting of an America’s Cup regatta, )de an a
economy responds by firstly increasing (or decrggsiativities that supply the goods and services
needed to address that shock. This is the direct effect. All firms supplying the businesses
responding to the direct effect, adjust their outputs accordingly stimulating anther another round
of effects andso forth. These further rounds of activity to meet the extra demand is the indirect
effects.

T The ‘“total i mpact'’ reflects the sum of the di
the economic change (the direct and indirect effects arptl above), they employ additional
workers or increase staffing hours. This leads to a lift in salary and wage payments to households
in return for their labour Businesses also take additional profits as operating surpluses inrerease
this is partiall returned to households of owners or investofss households spend thesturns

°l'n effect, this relates to expressing future cash flows in
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or earnings, another round of effects is created. These are termed the induced effects. All three
components combine to give the ‘“total effect’

3.1 Profile of Effects

Thespending associated with the additional super yachts flows through the Auckland and New Zealand
economies generating flow on impaci®&he scale of the economic impacts aligns closelytidthumber

of super yachts that are attracted to NZ waters (Bigire2.7). This is as expected because the super
yachts and the associated spending are the drivers of economic impacts.

Figure3.1 portraysValue Added (VAjenerated byhe visiting super yachtsnder different scenarios. This
figure shows the overaimount of value addethat the super ydut sector will deliver. In other words,

the total contribution to the local economy, or thatal economicimpact (not to be confused with the
economic benefils This is effectively the height above thaxis. Note also that the difference between
the scenarios§cenariompacts, on the chart) is presented. The summation of the area between the yellow
status quo line and the other 2 scenarios is the net effect of each scenario above thesbaBeinis a

true measure of the impact of each scenario.

3.1.1 Status Qué&cenario

Under the baselin&tatus Quacenariosuper yacht visitatiois expected to increadetal regional value

added fromcurrent levelof approximately146m (lelivered annuallyto approximately$168m in 2022

a $22m annual increaséAs described abowveo further growth in thduture yearss expectegost 222

asthe capacity of 75 yachtgsiting annuallys reached It is important to note that thisloes not reflect

the VA associated wi teventitshife DuAng the ACSE a 3¢aka impact(oA C 3 6 )
$269m is expecteffrom the super yacht stor). In the lead up t&C36, an increase in super yacht activity

is anticipated with the VA increasing to $202rthan2020year.

These figures provide the baseline scenario against which the impacts of the infrastructure investment
should becompared.

10|n 2021.
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Figure3.1: Distribution of Value Added over time: Super Yacht Visitation Scenarios

Auckland - Value Added Impacts (2017 - 2046)
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- AC;G /—’ Highlnvestment
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50 Total
Contribution

2015 2020 2025 2030 2035 2040 2045 2050

3.1.2 Site 18 Scenariconomicrhpacts

Under the Site 18cenarig the VA impacter contribution to GDRre greater than théaselinescenario
UndertheSi t e 18 s cenar iobwil bé freached by @080 and: ah this posiiteryyachts

visits are 107 annually arlde sectoris expected taleliver 40min total VA (or GDP) to the Auckland
economy every year. Durid@36, t he st at us g u acontibutbnts GDPaVAR@thes c e n a
same ($202m in 2020 and $239m in 2021).

The net difference between the Site 18 scenario and the Status Quo sdsreproximately $72m in
additional value adetl each year

At capacity this scenario will sustain the employment equivalent to 2MBE&s annually, some 878 more
than the baseline, status quo scenario.

3.1.3 High Investment Scenario

The High I nvestment scenario’s retur nencdachpacitygr e at
of approximately 157 vessel visits annuall\s r eached in 2030, this scen
contribution to regional GDP is $356m every year into the future.

The net diference between the Status Quo and the High Investment scenario is approximately $188m in
value added contributed each yedrhe difference between the High Investment scenario and the Site 18
scenario is $117m in value added each y&hrs is signifant as thepublic investment decision potentially

should be made on the basis of comparing the High Investment scenario with the Site 18 scenario because
this (in all liklihood) is the most realistic comparison. The baseline scenario assumes nothiagifurth
invested in terms of additional infrastructure, where as it is clear tma¢ devel of private investment will

occur.
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Operating at capacity under the High Investment scenario will sustain employment equivalent t8Giver 4,
MECs working for a yeavery year. This is some 2,300 more than the baseline scenario and approximately
1,430 more than th&ite 18 scenario.

It is important to understand that the employmesquivalents ray not be individual new jobs. Rather it
will be a mix of new employment and existing workforce working additional hours to cater for the increased
demands.

Crucially,in terms of this assessment of the effects of investment in super yacht infrastruittere,
economicscenariampacs (highlighted ifrigure3.1) relates to difference between the scenario and the
baseline (as shown Figure 3.1 The economic (VA) impacts of the iwegestment scenarios (over the
baseline Status Quby 2030 are:

Figure3.2: Scenario Impast Annuallotal and\Net Additional ValuAddedcontribution and Employment
Equivalents

2030- Annually
TotalValue Total Additional VA Additional
Scenario Added($m) Employment Impacts ($m) Employment
(MEC) Impacts (MECSs)
Status Quo $168m 2057 - -
Site 18 $240m 2935 $72m 880
High Investment $357m 4361 $188m 2,300

After the initial ramping up of these effects (pA€&B6), the scale of the impacts plateau and then accrue
each year. Clearly, the true effect of the infrastructure investment is the step change in the level of activity
it facilitiesas demonstratedby the gap between the Value Added lined-agure3.1.

3.2 Cumulative Impacts

Delivering additional infrastructure will fagtéa | i f t in the |l evel of
super yacht industrgnd tourism sectors Discounted Cash Flow analysis (i.e. expressirigttine values
in NPV termsdffers an ability to express a series of future cashflows as a singeinalurrent terms,
thereby making it possible to comprehend the scale of future imp&ataire3.3 summarises the dlue
Addedimpacts based on different discouattesand for 2030 and 2046.

acti

It is important to select an appropriate discount rate as it has a significant bearing on the scale of the
outcome.As outlined i n the oNNZeviluatorma p o thé¢ dedstpretaiovgstis E c C
any form of aset requires comparing costs and benefits in different time pamobhe tradeoff between
consumption opportunities now compared to consumption opportunities inttine’f . These
between consuming today and tomorrow are called the timeevaf money.In broad terms people like
consuming today and not waiting until tomorrow. This means that returns tomorrow are inherently less
valuable tharconsumptiortoday. This is fected in a discount rate that is applied to future year returns

to make them broadly equivalent to consuming that value today.

judg
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Importantly, the rate selected shoubg consistent with other government investment projects and other
evaluations.From 1 July 2013,2VA have used a discount rate of 6% when assessing raadirogher

transport infrastructure projects. We have used this as the mid point and have tested 2% points either side
—again consistent with NZTA's approach. The | ow
term future benefits-such & the additional wharf extension under the High Investment scewarlave

used.

In terms of government funded projects a social discount rate of aréunid usually usedbut rates as
high as 10% are not uncommon. Given the lifespan of the wharf as a fixed asset, a rapgdrofma%
to 4%are tested Figure3.3). Selection of the discount rate has a significant effect on ¢hke f the
discounted value of the project.

Figure3.3: Value Added in Net Present Value (NPV) terms ($m)

4% 6% | 8%
PQY
2030 2046 2030 2046 2030 2046
Status Quo 1,851 2,983 1,620 2,381 1,444 1,951
Site 18 2,087 3,702 1,821 2,8HA 1,6 2,35
Highlnvestment 2,640 5,040 2,280 3,874 1,986 3,060

The analysis suggests that under Status Quo scenario, the value of future VA t82% between
$1.44bn and $185bn in current terms. The economic impac2@6 in current terms is betweeld $5on
and £.98bn depending on the discount applied.

Under theSite 18 scenario, the value of future VA impacts out to 2030 is betgiebbn and $.1bnin
current terms. Over the longer time frame (out @4B), the current value of the VA impacts is between
$2.3bnand $8.7bn The impacts out to 2030 account for betw&2fo andb6%of the overall effectsSite

18 deliverdetween $157m and $237m more th#re status Quo scenario to 2030 in current terms and
between$374m and $720m more to 2046 in current terms.

Under the High Investment scenario, the VA impacts are estimatdd@ifto $2.64bnuntil 2030 and
between $8.06bnand $5.04bnout to 2046. This represents betweerb80m and$790m more than the
status quo scenario to 2030 in current terms and by betvidetbn and $2.06bn to 2046 in current terms.

Importantly, the High Investment scenario delivers betwegsvhand $1.34bnmore Value Add to the
Auckland economy to 2046 than the Site é8rio (also in current terms).

While this spread is a function of the discount rate, it also highlights:

1 The longterm nature of the economic impacts which in turn points to the poténfithe legacy
effects generated by investing in the infrastructure,

1 That the investment will start to deliver impacts over the near term and so generate impacts
throughout the economy soon after construction is completed. This includes the AC36 and the
ability to capture the growth opportunity in the (immediate) pA§€36 environment.

12The range reflects differendiscount rates
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Comparing the two scenarios shotlvat while the Site 18 development will generate a material increase

in economic value, the High Investment scenario will deliverytasuladly greater impactsin total to

2046 t he Hi gh | nowlsvaluaaddddn cercemt telanss abléast 2.9 time greater than
Site 18’ s. Over the period to 2030, the High In
the effects associated with the Site 18 scenario.

The scale of these returns is especially impressive whaedplagainst the initial investment of
approximately$200m funded byboth local and central government. Although these returns do not
represent the exact volume of return to these organisations in the form of additional tax revenue. The
figures area true reflection of the returns to the region overall.

It is also important to note that the investment in wharf infrastructure will not return sufficient returns to
the owners of the wharf to justify the development in commercial terms. This is a ctessivhere public
investment is required for the greater good, as the returns are spread widely across the region and not
captured by any individuarlhis is termednarketfailure, in that the operation of the market will not deliver

the socially optal outcomebecause the commercial drivers do not efastthe infrastructure investors.

3.3 Employment Impacts

The value added impacts include salary and wage payments associated with employment. As super yacht
activity increases, additional demand for gayment arises. Some of this employment is due to the
increase in project work related to super yachts and some of it is because of the lift in activity through the
wider economy.

Currently, thesuper yachtndustry supports 1,780 jodquivdents throughout the economyn everything

from marine imustry to tourism and retail sectors During the America’s Cup
3290andB840depending on the scenari o. After the Amer
number of supported jolequivalens increase to 2,060. As already mentioned, the Site 18 scenario sees
total employmentequivalents(supported in the economy) increase t®%5 and 4,360 under the High
Investment scenario. The net additional emplogtassociated with an incredn super yacht activity

over and above the Status Qiggonce at capacity and per year):

1 Site 18 scenario 880MEC job equivalents
1 High Investment scenario 2,300MEC job equivalents

Over the entire assessment periodettotal employmentlifference between the Site 18 scenario and the
Satus Quo scenario Bstimated a4,470 MEC employment equivaletts2030 andl8,510employment
equivalentgo 2046

1 Site 18 +4,470MEC job equivalentsver Status Qu+18,510to 2046),
1 High Investment +14,480MEC job equivalentsver S.Q(+51,350to 2046.

13Rounded
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3.4 Employment by Occupation

The total employment impacts can be disaggregated into occupations to provide insights into the type of
jobs associated with the lift in activity. The following figlHigufe 3.4) shows the breakdown in
occupations once operating at full capacity (from 2030 onwardppendix4 provide a more detailed
breakdown of the demand on a per occupation basis)

Figure3.4: Occupation demand (high level breakdown)

Clerica) 29
administratve

workers, 10

Overall, the expected demand that arises due to the infrastructure investment is concentrated around
technical and trade related occupations. More than h@@2é6) of the demand for additional workers are

in high(er) skilled categories and include manager, design and engineering trades. This is followed by, sales,
clerical and administrative workers. Combined, these occupations account for a quarter 25h0)
additional growth. The remaining quarter (22.2%) consists of community and personal service workers,
labourers and machinery operators and drivers.

3.5 Economic Impacts by Sector

The IO framework allows presentation of the economic impacts acrosarthe of sectors within the
economy. Operating at maximum capacity, under the Site 18 scenario, the largest sector impacts are felt
by the Transport Equipment Manufacturing sectagre3.5). This is not surprising as this is the sector

that captures the Boat Building industries where the maintenance and refits effects are mostly felt.
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Figure3.5: Annual economic impacts by sector, Site 18 scenario at capacity (2030 onwards)

Sector Gross Value Added Employment
Output

Transport equipment manufacturing (Boat Building and Refit) $ 180.6( $ 65.8 762
Owner-occupied property operation $ 236($ 16.8 0
Other transport $ 179| % 6.6 85
Food and beverage services $ 133 % 6.0 223
Banking and financing; financial asset investing $ 1211 % 7.6 37
Fuel retailing $ 120| $ 7.4 211
Electricity generation and on-selling $ 11.0| $ 2.9 7
Non-residential property operation $ 108| $ 6.0 11
Building cleaning, pest control and other support services $ 94| % 5.3 147
Telecommunications services including internet service providers$s 89|% 4.3 18
Repair and maintenance $ 89|9% 4.6 62
Residential property operation $ 84|9% 6.1 3
Advertising, market research and management services $ 80|% 4.0 67
Supermarket and grocery stores $ 79(9% 55 113
Sport and recreation activities $ 6.8|% 2.8 61
Primary metal and metal product manufacturing $ 6.79% 11 8
Other goods and commission based wholesaling $ 6.6|% 35 34
Fruit, oil, cereal and other food product manufacturing $ 6.43% 1.9 21
Machinery and equipment wholesaling $ 6.3|% 3.8 33
Construction services $ 58| 9% 2.4 37
Other Categories $ 162.9| $ 75.8 995
TOTAL Impact $ 5344 % 240.0 2,935

Under the High Investment scenario, the impacts (once operating at full capacity), rise to a total of $356m
value added annuallyFigure3.6). Again, the largest sector is the Transport equipment manufacturing
sector with a total contribution to GDP of $98m annually (up from $66m under the Site 18acenar

Employment equivalents sustained is also highest in the Transport equipment mfg. sector at 1,130 MEC
equivalents annually. There is strong employment growth in the Food service and retailing sectors. Note
that some sectors experience a significdiféa which does not translate to employment growth (owner
occupied dwellings, electricity generation and residential andresidential property operation}-{gure

3.6).
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Figure3.6: Annual economic impacts by sector, High Investment scenario at capacity (2030 onwards)

Sector Gross Value Added Employment
Output

Transport equipment manufacturing (Boat Building and Refit) $ 268.4( % 97.7 1,132
Owner-occupied property operation $ 35.0($%$ 25.0 0
Other transport $ 26.6($ 9.8 126
Food and beverage services $ 19.71 % 8.9 331
Banking and financing; financial asset investing $ 1791 % 11.3 55
Fuel retailing $ 179| $ 11.0 313
Electricity generation and on-selling $ 16.3| $ 43 10
Non-residential property operation $ 16.0| $ 8.9 17
Building cleaning, pest control and other support services $ 139 $ 7.9 218
Telecommunications services including internet service providers$ 132 $ 6.4 27
Repair and maintenance $ 132 $ 6.8 93
Residential property operation $ 125 % 9.0 5
Advertising, market research and management services $ 119| $ 6.0 100
Supermarket and grocery stores $ 118 % 8.1 168
Sport and recreation activities $ 102 $ 4.1 91
Primary metal and metal product manufacturing $ 99| % 1.6 13
Other goods and commission based wholesaling $ 98| % 5.2 50
Fruit, oil, cereal and other food product manufacturing $ 95($% 2.8 32
Machinery and equipment wholesaling $ 93| % 5.7 49
Construction services $ 86|9% 35 55
Other Categories $ 2421 $ 112.6 1,478
TOTAL Impact $ 7940 $ 356.6 4,361
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4 Condiding remarks

Auckland’s marine industry is an important part
value segment of the overall marine industry. The super yacht seiramts international spending to NZ

and Auckland and has a favourable glolsgitmn and brand awareness. AC36 will offer a unique
opportunity to develop and strengthen the sector
the opportunity, investment invharf infrastructure is required. Over the next decade or sorenthan

1,000 super yachts will enter tlygobal fleet Warrantee works associated with these new vessels along

with insurance survey requirements andths existing fleet ages, ongoing maintenance budgets (and
spend) associated withe vessels will ab increase.

The growth in the overall fleet numbers and #tect maintenance scheduleseans that the demand for
super yacht refit and maintenance work hasright, stableand positivdongterm outlook. Due to the
nature and duration of super yadtgfits as opposed to new yacht delivetiie industry is stable and able
to weather global slowdowns while still generating positive economic impacts.

This assessment estimated the potential economic impacts on Auckland of capturing the opportunities.
The analysis suggests that investing in infrast.]
yacht industry wil/l have materi al and substant.i
development costare less than the VA that is igerated each yeamunder this scenario.The return is

possible due to the -8alues associated with super yacht refits and the-haghe touriss that often
accompanysuper yachg.

NZis uniquely placed to take advantage tbe global growth in super yathbut fully capturing the
opportunity will require infrastructure investment.
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AppendixL: InputOutput Modelling

One of the assets of Inp@utput modelling is that the resultsptovides are easy to identify and digest,
and relatively easy to use once Ingitput tables are available for a particular region. Howezr,
analysis is not without limitations, despite being widely applied in New Zealand and around th& keorld.
maost common limitations relate to the historical naturel©f Tables. We use 10 tables derived from the
latestSupply and Use Tab]eaterive the 10 tables and update these to 2016 using available information.

With reference 10 modelling in general, a ksgumption is that input structures of all industries (i.e.
technical relationships) are fixed. In the real world, however, technical relationships will change over time.
These changes are driven by new technologies, relative price shifts, productusabstiand the
emergence of new industries. For this reason, |0 analysis is generally regarded as suitablergior short
analysis, where economic systems are unlikely to change greatly from the initial snapshot of data used to
generate the baselOtables I n addition to the ‘fixed structur
(and limitations) of IO models are:

1 Constant return to scaleThis means that the same quantity of inputs is needed per unit of output,
regardless of the level of productiohn other words, if output increases by f6r cent input
requirements will also increase by d€r cent

1 No supply constraints|O assumes there are no restrictionsnjouts requirement&nd assumes
there is enough to produce an unlimited product.

1 The model is static No price changes are built in meaning that dynamic feedbacks between price
and quantity (e.g. substitution between labour and capital) are not captured

The followingndicators are used to measure economic impact:

1 Value addedmeasures all payments to factors of production (land, labour and capital), and
excludes all purchases of intermediate inpulisbroadly equates with gross domestic product
(GDP) as a measure of economic activity on the national level, and gross pgidunet on the
regional levelComponents of value added include compensation of employees (salary and wages),
operating surplus (company profits), consumption of fixed capital (depreciation), and subsidies.

1 Employments measured iModified Employee Gmt years (MECs)This is the number dtill-
time and paritime employeesas well asvorking proprietoron an annual basisThis provides a
measure of théabour demand associated with teetimate level of economic activitilote that
additionalMECyears do not necessarily require that additional persons be actually employed. It
may mean existing employeespyoprietors work longer hours to complete the additional work.
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Appendix2: Maintenance cycles

Two-year maintenance cycles
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M Yatch undergoing first-round maintenance from 2017 Yatch undergoing second-round maintenance from 2017
M Yatch undergoing third-round maintenance from 2017 Yatch undergoing fourth-round maintenance from 2017
m Yatch undergoing fifth-round maintenance from 2017 m Yatch undergoing sixth-round maintenance from 2017

Five-year class survey
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W 3% increase on number of deliveries
Yachts delivered undergoing second round of class surveys from 2017

M Yachts delivered undergoing first round of class surveys from 2017
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Appendix3: Breakdown oExpenditureper Averagé&uper Yachtisit

Expenditure Category Length
30-50 50-70 70+
Berthage(and power) $77,882 $94,512 $128,667
Guest related spendon board $55,209 $145,309 $222,084
Helicopter Hire $1,456 $5,785 $5,785
Culture and Entertainment $1,767 $7,018 $7,018
Health and Beauty $1,924 $7,641 $7,641
Hotel Accommodation $2,272 $9,024 $9,024
Car Hire and Taxi $2,312 $9,186 $9,186
Sports and Recreation $2,624 $10,425 $10,425
Eating and Drinking out $2,966 $11,782 $11,782
Personal Shopping $6,310 $25,066 $25,066
Admin spend $22,521 $18,073 $50,305
Tenders and Toys $4,208 $8,422 $28,893
Operational Spend
Professional Services $10,142 $42,293 $35,092
Medical and Safety Equip $3,394 $9,111 $14,385
Promotional Gifts $2,459 $3,156 $2,807
Shipping $953 $4,037 $33,697
Stationery and Post $860 $2,956 $5,615
Sundry $3,383 $29,791 $52,642
Repairs and Maintenance
Maintenance $1,191,973 $1,787,960 $2,234,950
Refit $248,582 $846,154 $2,421,673
Crew Related Spend
Car Hire $1,390 $5,875 $12,287
Sports equipment and Gyms $1,611 $6,811 $14,244
Internal Flights $2,584 $10,923 $22,843
Culture and Entertainment $3,158 $13,349 $27,917
Training Courses $3,658 $15,460 $32,333
Hotel Accommodation $4,994 $21,107 $44,142
Sports and Recreation $5,079 $21,467 $44,894
Personal Shopping $6,421 $27,140 $56,758
Eating and Drinking out $15,349 $64,878 $135,680
Certification and Surveys $6,678 $14,037 $27,175
Publications and Charts $1,104 $7,690 $13,583
Fuel and Lubeoil Spend $50,770 $155,991 $542,575
Provisioning $12,000 $30,000 $45,000
Total Weekly Spend $1,757,994 $3,472,428 $6,336,168
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Detailed breakdown of the shift in occupations

Appendi
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