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Strategy for Growth

UR VISION IS for every
motorist to consider
AA Membership
indispensable. More
and more New Zealanders see AA
Membership as essential for their
mobility and we have a strategy in
place to ensure that growth continues.

Our aim is to become the number
one provider in six core service
areas — Motoring Support, Member
Discounts, Tourism, Advocacy,
Insurance and Finance, and Driver
Education. Our unique strengths and
Member-centric focus will help us
achieve this ambition.

We have many initiatives planned,
all designed to provide greater
benetits to Members. Pleasingly, our
Membership grew by more than
36,000 in the year to 30 June, 2013 —
proof that the value of belonging to
this Association is well established.

MEMBERSHIP

AA Membership is the highest

it has been in its 110-year history.

A record 110,332 new Members joined
during the year, pushing Personal
Membership past 900,000 for the first
time. Vehicle-based Membership
grew by 2.9% to over 478,000, lifting
total Membership to 1,380,612, which
is 42% of all licensed drivers.

This continued growth can be
attributed to the enhanced value of
Membership through benefits such as
AA Smartfuel fuel discounts and free
eye examinations every two years at
Specsavers. The number of Member
resignations decreased immediately
following the introduction of AA
Smartfuel benefit statements with
renewal notices.

In the 12 months to 30 June, AA
Smartfuel delivered $57 million in fuel
discounts to New Zealand motorists.
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More than 2000 retailers now offer
AA Smartfuel discounts and more
than 1.3 million motorists hold

AA Smartfuel cards.

ROADSERVICE

The AA is the leading provider

of roadside assistance for New
Zealand motorists. We have
retained this position by embracing
emerging technologies. This year
an AA Roadservice application was
launched for iPhones, Androids and
Windows Phone 8, enabling Members
to request callouts from their mobile
phones. The free app includes a
torch light, provides Members with
Roadservice job status updates

and sends the GPS location of the
breakdown to the AA.

Also, the introduction of speech
recognition enhanced the self-
service call centre, significantly
improving answering times, lowering
operational costs and resulting
in positive Member feedback.
Improvements to roadside service

and operational costs were also
achieved by introducing flexible
resourcing models and using
contractors for more of the traditional
breakdown work.

Our Service Officers, AA Battery
team and contractors attended more
than 474,000 jobs during the year:
43% for flat batteries, 12% for
mechanical faults, 11% for lockouts,
11% for towing to a place for repair,
seven percent for tyre changes and
six percent for fuel. Roadservice
attended to 89% of our Member calls
within 60 minutes and were able to
mobilise 91% of those breakdowns.

DRIVING SCHOOL

The AA is committed to doing more
for new learner drivers. For much
of the year, planning was directed
towards the July launch of the pilot
programme for free driving lessons.
The programme is designed to
provide professional training for
learner drivers. One free driving
lesson is available to Members or
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the children of Members, who have
held a learner driver licence for less
than two months.

The programme supports the
Government's Safer Journeys'
strategy to improve road safety,
which included the introduction of
a tougher driver testing regime in
2012. About half of all learner drivers
fail to pass the practical test for their
restricted licence. This highlights the
need for them to take more care and
time to develop their skills and build
a solid foundation for safe driving.
The AA will play a significant role
in this process and has the skills and
resources to make a real impact.

During the year we also launched
our new NZ Transport Agency-
approved Defensive Driving Course
(DDC), now available to both learner
and restricted licence holders. This
is a first for New Zealand, having
previously only been available to
drivers on restricted licences. The
DDC includes eDrive, an online driver
training programme.

Learn to Drive the AA Way —a
booklet providing learner drivers with
detailed information about gaining a
full licence — was made available free
of charge to learner drivers. It was
also offered to secondary schools, and
many ordered copies.

The free driving lesson programme
will continue to roll out in 2014 and
its scope may be expanded. To meet
the expected demand for lessons,
we'll also be increasing the number
of instructors in many parts of
the country.
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MOTORING SERVICES

Driver licensing transactions through
AA Centres and AA licensing
agents were up 6% for the year.
Identity verification services for IRD
applications and SuperGold cards
also experienced growth.

Competitive pricing and incentives,
such as AA Smartfuel savings and
attractive AA Pre-Purchase Inspection
discounts, helped drive an increase
in the volume of AA Car Loans this
year. AA Finance continues to pursue
opportunities to increase the brand
awareness of AA Car Loans and
provide further Member benefits
and products within the financial
services arena.

Demand for vehicle inspections,
entry compliance, technical advice,
vehicle service and repair, and
Warrant of Fitness (WoF) testing
grew during the year, as motorists
invested in maintaining their vehicles
or upgraded to new ones. Motoring
Services expansion plans continued
with the opening of six more AA
Auto Centres in Whangarei, Taupo,
Palmerston North, Mount Maunganui,
Napier and Wellington.

ADVOCACY

The AA was a key stakeholder
throughout the Government's
Vehicle Licensing Reform project.
The findings of our analysis and a
Member survey led to our support for
changes to annual WoF inspections,
saving motorists an estimated

$159 million annually, without
compromising safety.

The AA assisted with the third
KiwiRAP report, in which authorities
identified dangerous sections of our
state highways. Actions taken as a
result of the KiwiRAP findings helped
bring about a 30% drop in fatal and
serious crashes on our highest-risk
highways since the first KiwiRAP
report in 2008.

The AA, with the NZ Transport
Agency, created a programme
providing professional driving lessons
and community volunteer mentors
to young drivers on their learners’
licences. Pilot programmes in Porirua

and Waitomo helped several learner
drivers gain their restricted licences.

Progress continues to be made on
our eight Election Calls to improve
road safety: the Government has
committed to installing red light
cameras at problem intersections and
random roadside drug testing will be
introduced as soon as practicable.

A major success was securing
the future of Students Against Drink
Driving (SADD). Active in two-
thirds of New Zealand secondary
schools, SADD can now continue its
outstanding work for the next five
years with $2 million in Road Safety
Trust funding.

We continue to monitor fuel prices
and provide monthly AA PetrolWatch
reports, and we called for price
reductions when our analysis showed
they were warranted.

Meanwhile, to better reflect
our Members' views, we have
implemented a quarterly rolling
survey that asks a random sample
of Members a range of questions on
transport and driving-related issues.

In the past year, the AA has made
14 submissions to the Government,
including on Road User Charges,
ACC levies, evidential breath
tests, child restraints, the Road
Maintenance Task Force and the
Land Transport Management Bill.
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TOURISM

Having played an active role in
tourism since the 1920s, the AA
continues to identify ways to promote
New Zealand and to cater for all
tourism needs.

A re-vote was undertaken of the 101
Must Do's for Kiwis in a bid to refresh
the original 2006 list and encourage
New Zealanders to see more of their
country. More than 283,000 votes were
received for 1600 attractions. Towards
the end of the year, the focus turned to
a new campaign designed to create
holiday nostalgia and encourage
Kiwis to book more domestic holidays
and weekends away.

More than 200,000 maps were
distributed through AA Centres, AA
agents and other retailers, and more
than 60,000 bookings were made
through the AA Tourism reservation
booking system.

INSURANCE

AA Insurance underwent a brand
refresh during the year and
experienced strong growth. Home,
contents and car insurance became
available online in April and by
June nearly 30% of sales were being
completed online.

AA Insurance joined the move to
use sum-insured for home insurance.
The impact on customers has been
minimal, due to the changes being
clearly communicated to the public.

Settlement for home claims in
Canterbury gained momentum,
with 60% of customers having had
work completed on their earthquake-
damaged property or taken a cash
settlement. A further 25% of customers
have work underway or are in the
planning and consenting stage.

Making a claim can be stressful,
so to improve the experience for our
customers we introduced a claims
switchboard team. Customers can
now connect with a person, rather
than a machine, and are directed to
the right people almost immediately.

For the third consecutive year, AA
Insurance was voted New Zealand's
most trusted insurer by consumers
at the Reader’s Digest Most Trusted

AAD Annual Report AGM.indd 93

Brands awards. We were also
nominated Direct Insurer of the Year,
received the Canstar Blue award for
Car and Home & Contents, and the
Kenexa Best Workplaces Five Year
League award for our sustained
performance in the annual survey.

FINANCIAL

The accompanying financial
statements cover the 12 months to
June 2013, with comparatives for the
nine months to June 2012.

The trading surplus of $7.99 million
was a pleasing result, with the
Association itself recording a small
operating surplus. As in past years,
subscription rates have not increased
while benetits to Members have. The
greater part of the result was achieved
through our joint venture operations
and our return on investments.

The Association continues to make
significant investments in its business
operations to ensure the services we
provide to Members remain relevant
and up-to-date, thereby ensuring
the Association is in a position to
successfully meet the challenges of
the next financial year.

THANKYOU

As this is Bruno Petrenas's final
report as President of the AA
Board, we would like to thank
him sincerely for his work

over the past three years. His
commitment and enthusiasm
have contributed to many
successes for the Association
during his tenure, especially
related to the focus on improving
the safety of New Zealand
drivers. Highlights include the
development of the AA Driving
School and the significant
investment made in our novice
drivers, with a programme
offering free driving lessons to
learner drivers. These triumphs,
among others during the course
of Bruno's presidency, are
testament to his hard work, for
which the Board is grateful.

Complementing the financial

performance for the year is the
Association's balance sheet, which
remains very solid with strong
liquidity, providing the resources to
take advantage of opportunities that
may present themselves over the
coming year and beyond. €

NZAA NATIONAL COUNCILLORS

B W Petrenas President

R L Carter South
Canterbury

WG Cassin Wellington

L] Cunningham Hawke's Bay/
Gisborne

G ] Dodd North Otago

S ] Grant Auckland

RIHawkes Southland

P ] Hawley Bay of Plenty

PHM Heywood Nelson

A ] McKillop Waikato

M Napier Wairarapa

N T Oakley Otago

M W Petersen Marlborough

P W Rieger Manawatu

J W Skevington  Canterbury /
West Coast

] R Sutton Taranaki

E ] Unsworth Wanganui

] D T Williamson Northland
(FEBRUARY 2013)
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Summarised Financial Statements

THE NEW ZEALAND AUTOMOBILE ASSOCIATION INCORPORATED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2013

12 MONTHS ENDING 9 MONTHS ENDING
30 JUNE 2013 30 JUNE 2012
$000 $000
INCOME WAS RECEIVED FROM:
Revenue 104,560 76,928
Share of profit or loss in joint ventures 6,771 3,772
Other gains/(losses) 4,196 407
INCOME FROM CONTINUING ACTIVITIES 115,527 81,107
EXPENDITURE WAS INCURRED BY:
Employee entitlements 57,350 42,215
Delivery and distribution 21,298 13,859
Plant, office and property overheads 8,336 6,244
Adbvertising and promotion 3,578 2,349
IT and telecommunications 6,388 4,986
Motor vehicle expenses 3,259 2,390
Goodwill impairment expense 2,314 -
Other expenses 4,973 4,909
EXPENSES FROM CONTINUING ACTIVITIES 107,496 76,952
o] ing surplus from before tax and grants 8,031 4,155
Grant to NZAA Research Foundation (209) (96)
Taxation benefit/(expense) (738) 3
NET PROFIT FOR THE PERIOD ATTRIBUTABLE TO THE
ASSOCIATION ACTING IN THE INTERESTS OF MEMBERS 7,084 4,062
OTHER COMPREHENSIVE INCOME NET OF TAX:
Revaluation of properties 589 -
Gain/(loss) arising on translation of foreign joint venture 53 12
Share of other comprehensive income/(loss) of joint ventures 265 (138)
OTHER COMPREHENSIVE INCOME
FOR THE PERIOD, NET OF TAX 907 (126)
TOTAL COMPREHENSIVE INCOME FOR THE PERIOD
ATTRIBUTABLE TO THE ASSOCIATION ACTING
IN THE INTERESTS OF MEMBERS, NET OF TAX 7,991 3,936
THE NEW ZEALAND AUTOMOBILE ASSOCIATION INCORPORATED
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2013
2013 2012
$000 $000
ASSETS
Cash and cash equivalents 25,629 28,717
Other financial assets 36,315 22,923
Sundry receivables and prepaid expenses 6,357 6,249
Dividend receivable 500 -
Related party receivable 530 -
Assets classified as held for sale 1,096 -
TOTAL CURRENT ASSETS 70,427 57,889
Property, plant and equipment 32,986 32,978
Investments 44,417 43,662
Related party receivable 3,201 3,661
Capitalised lease 1 30
Deferred tax asset - 738
Goodwill 3,776 6,090
Other intangible assets 1,855 1,985
TOTAL NON CURRENT ASSETS 86,246 89,144
TOTAL ASSETS 156,673 147,033
LIABILITIES
CURRENT LIABILITIES 17,186 15,811
NON CURRENT LIABILITIES 2,227 2,381
TOTAL LIABILITIES 19,413 18,192
NET ASSETS 137,260 128,841
ASSOCIATION FUNDS AND SUBSCRIPTIONS IN ADVANCE
Accumulated funds 107,967 100,333
Asset revaluation reserve 9,443 9,139
Foreign currency translation reserve 84 31
TOTAL ASSOCIATION FUNDS 117,494 109,503
Subscriptions in advance 19,766 19,338
TOTAL ASSOCIATION FUNDS AND
SUBSCRIPTIONS IN ADVANCE 137,260 128,841

For and on behalf of the Board, B W Petrenas, President,
M R Winger, Board Member
27 September 2013
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THE NEW ZEALAND AUTOMOBILE ASSOCIATION INCORPORATED
CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2013

12 MONTHS ENDING 9 MONTHS ENDING

30 JUNE 2013 30 JUNE 2012

$000 $000

ASSOCIATION FUNDS AT BEGINNING OF PERIOD 109,503 105,567
Net profit for the period attributable to the

Association acting in the interests of Members 7,084 4,062

OTHER COMPREHENSIVE INCOME:

Loss on revaluation of properties 589 -

Gain/(loss) arising on translation of foreign joint venture 53 12

Share of other comprehensive income/(loss) of joint ventures 265 (138)

TOTAL OTHER COMPREHENSIVE INCOME 907 (126)

TOTAL COMPREHENSIVE INCOME, NET OF TAX 7,991 3,936

ASSOCIATION FUNDS AT END OF PERIOD 117,494 109,503

THE NEW ZEALAND AUTOMOBILE ASSOCIATION INCORPORATED
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2013

12 MONTHS ENDING 9 MONTHS ENDING

30 JUNE 2013 30 JUNE 2012

$000 $000

Net cash from operating activities 11,388 9,963
Net cash used in investing activities (14,476) (2,579)
Net cash used in financing activities - -
Net increase in cash and cash equivalents (3,088) 7,384
Cash and cash equivalents at the beginning of period 28,717 21,333
CASH AND CASH EQUIVALENTS AT THE END OF PERIOD 25,629 28,717
REPRESENTED BY CASH AND CASH EQUIVALENTS 25,629 28,717

NEW ZEALAND AUTOMOBILE ASSOCIATION INCORPORATED
NOTES TO THE SUMMARISED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2013

MEASUREMENT BASE - The financial statements are presented in New Zealand Dollars (NZD).
The functional currency is New Zealand Dollars (NZD).

ACCOUNTING POLICIES - There have been no material changes in accounting policies covered by these
financial statements.

EVENTS SUBSEQUENT TO BALANCE DATE

On 8th August 2013 the New Zealand Government passed Land Transport Rule: Vehicle Standards Compliance
Amendment (No 2) 2013, which confirmed changes to the frequency of in-service vehicle inspections (that is, warrant
of fitness (WoF) and certificate of fitness (CoF)). The Board s currently assessing how these changes will impact its
wholly owned subsidiary, AA Vehicle Testing Limited. The Board has considered the impact of these changes on the
goodwill held by AA Vehicle Testing Limited and do not believe it necessary to impair goodwill at this stage. The
Group received the following dividends post balance date from joint ventures: $500,000 on 10 July 2013 being their
share of a dividend declared on 27 June 2013, $50,000 on 22 July 2013 being their share of a dividend declared on 28
June 2013 and $6.4 million on 18 September 2013 being their share of a dividend declared on 5 August 2013.

RECONCILIATION OF OPERATING SURPLUS
TO NET CASH FLOW FROM OPERATING ACTIVITIES

12 MONTHS ENDING 9 MONTHS ENDING

30 JUNE 2013 30 JUNE 2012

$000 $000

Operating Surplus after taxation 7,084 4,062
Movement in non cash items (3,243) (768)
Movement in assets and liabilities 2,277 4,813
Movement in financing/investing activities 5,270 1,856
NET CASH INFLOW FROM OPERATING ACTIVITIES 11,388 9,963

FULL FINANCIAL STATEMENTS AVAILABLE

These summarised financial statements are unaudited and have been extracted from the full financial statements for
the Association for the year ended 30 June 2013. The Association chose to report a nine month reporting period

to June 2012. This enabled the Association to align its balance date with its significant joint venture holdings. As a
result, the amounts presented in the financial statements are not directly comparable. The full financial statements
have been prepared in accordance with New Zealand Generally Accepted Accounting Practice (NZ GAAP). They
comply with New Zealand equivalents to International Financial Reporting Standards (“NZ IFRS"), International
Financial Reporting Standards (“IFRS"), and other applicable financial reporting standards, as appropriate for public
benefit entities, except for NZ IAS 16 whereby the Association has accounted for revaluations on an asset by asset
basis rather than by class of asset. NZ IFRS requires all entities to determine whether they are a public benefit entity
or a profit-oriented entity for reporting purposes. The Board considers that the Association is more closely aligned
with the characteristics of a public benefit entity than a profit-oriented entity.

The full financial statements were issued by the Board, and approved for distribution by the National Council on the
27th of September 2013.

The summarised financial report may not contain sufficient information for a full understanding of the financial
affairs of the Group, but copies of the full financial statements and the unqualified auditors' opinion, dated 27
September 2013, can be obtained by Members from: The Secretary, The New Zealand Automobile Association
Incorporated, P.O. Box 5, Auckland, 1140.
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