
 



 

Introduction 
 

I have been asked by Wanaka Stakeholders Group Inc. to conduct an independent assessment of the 

proposed development of Wanaka Airport by the Queenstown Airport Corporation Ltd (“QAC”), specifically 

in relation to the activity levels which may result from the $400 million spend.  

 

My approach to this exercise has been to source data from publicly available records (largely annual reports 

and Airways NZ data), to build a picture of airport operating numbers in New Zealand and Australia, and 

apply these to the proposed $400 million investment in Wanaka Airport.  The objective of this work was to 

calculate the level of commercial aviation activity which should follow from an investment of this size. 

 

I have not at this stage reviewed the range of financial outcomes resulting from this $400 million spend, and 

the impact that this may have on QAC’s financial performance.  Nor have I investigated the payment of 

dividends to QAC shareholders, and the follow on impacts on the QLDC dividend income and ultimately the 

benefit to the ratepayer.  It’s noted in the QAC 2019 annual report that the QAC dividend paid to QLDC 

amounts to $237 per rateable property in the district.  1

 

This is a fact based piece of analysis without bias.  My work has been peer reviewed, the result of which 

was that my analysis and fundamental approach was found to be solid.  My methodology is outlined in 

detail in this document. 

 

This analysis is simplistic in that it relates the current QAC proposed expenditure to an historical cost base 

and it operates on the assumption that passenger volumes are the fundamental driver of the economics of 

an airport. I do note however that because of the consistent global growth of air traffic, a good proportion 

of the capital expenditure is relatively recent at all airports. 

 

I also note that my analysis is reliant upon the input data which is publicly available.  I am sure QAC have 

access to more detailed information, and I would be happy to work with them to refine this analysis with 

additional detail.  Having said that, I suspect that no amount of fine tuning will change the fundamental 

conclusion.  

 

 

Richard Somerville 

Wanaka, September 2019. 

 

  

  

1 Queenstown Airport Corporation Annual Report for financial year ended 30th June 2019, page 6: 
https://www.queenstownairport.co.nz/assets/documents/Annual-Report-2019.pdf 
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Methodology and assumptions 
 

In order to answer questions about passenger movements through the redeveloped Wanaka Airport, data 

from existing successful commercial airport operations was examined closely. 

 

Airports derive income from six main sources: 

 

1. Aeronautical (landing fees) 

2. Passenger levies 

3. Retail 

4. Rental of properties 

5. Property development 

6. Car parking. 

 

All of these categories rely heavily on the volume of passengers passing through these facilities. The greater 

the passenger flow, the greater the revenues available to the Airports across all six of the above categories. 

 

In order to make observations about future operations in Wanaka (based on a $400m investment), a review 

of passenger and aircraft movements together with the capital expenditure of the following airports was 

conducted via annual report data: 

 

● Christchurch International Airport Limited (CHC)  2

● Queenstown Airport Corporation Limited (ZQN)  3

● Auckland International Airport Limited (AKL)  4

● Wellington International Airport Ltd  (WLG),  and  5

● Sydney Airport Limited (SYD)  6

 

For simplicity, I have used the airport codes to abbreviate each of these airports, rather than the operating 

company name (or abbreviation) itself. 

 

 

 

2 Christchurch International Airport Limited - Financial Statements 2018 - 
https://www.christchurchairport.co.nz/media/912505/cial_financial_statements_2018.pdf 
3 Queenstown Airport Corporation Annual Report for financial year ended 30th June 2019: 
https://www.queenstownairport.co.nz/assets/documents/Annual-Report-2019.pdf 
4 Auckland Airport - Annual Report 2018: 
https://corporate.aucklandairport.co.nz/-/media/Files/Corporate/Annual-Report-2018/2018-Annual-Report.ash  
5 Wellington International Airport Ltd - Consolidated Annual Report, For the Year Ended 31 March 2019: 
https://www.wellingtonairport.co.nz/documents/2286/Annual_report_2019.pdf  
6 Sydney Airport - annual report 2018: 
https://assets.ctfassets.net/v228i5y5k0x4/6nKbfG2HrgWPKFg7cvmr7B/b590dcb9ac7f438cc1537fa7da34ae1
8/Sydney_Airport_Annual_Report_April.pdf 
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Having analysed each of the airport company’s publicly available data, the following approach was taken to 

estimate the number of passengers that Wanaka AIrport would need per annum to provide a commercially 

acceptable return to shareholders.  Note that the term “ALL” has been used to signify the cumulative 

numbers (in any category) for all of the airports listed above. 

  

1. Taking the total annual passenger movements carried by ALL  

2. Taking the total annual number of plane movements (landings and take-offs) by ALL 

3. Dividing 1 by 2 above to produce the average loading per plane movement. 

4. Calculating the historical capital expenditure necessary to establish the operations for ALL. 

5. This capital expenditure is then divided by the number of passengers carried per annum by ALL 

to derive an average capital expenditure per passenger movement. 

6. The resulting capital expenditure per passenger in 5 above is then divided into the proposed 

$400 million expenditure at Wanaka Airport.  The result determines the number of passengers 

Wanaka Airport will be required to process in order to cover its costs and to produce a 

commercial rate of return.  
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Assumptions 
 

1. The historical cost data extracted from the ALL 

recognises that the entities sampled all have varying 

cost bases and that due to information not being 

available regarding the dates on which these assets 

were purchased, no attempt has been made to 

establish the present value of these assets. The impact 

of adopting this approach to calculating the 

establishment costs of an airport operation will likely 

be to understate those costs thereby delivering a lower 

capital cost per passenger movement. 

2. The five airport entities making up ALL have been 

selected as a proxy for Wanaka Airport on the grounds 

that they all generate acceptable/commercial rates of 

return for their respective shareholders, they operate 

in the Australasian market place and that they all cater 

for domestic and international flights. 

3. In differentiating between commercial flights and other 

(especially non-instrument) flights, I have taken 

Airways NZ data which breaks out VFR vs IFR numbers, 

and have used these proportions to make an 

adjustment to reduce the number of total flight 

movements at airports where there is also General 

Aviation traffic. 

4. QAC and QLDC have gone on the record publicly  with 7

a proposed $300-400 million airport development 

spend.  This would appear to be a reasonable cost 

assumption to create a jet-capable airport, allowing for 

a 1900m long jet capable runway with safety margins 

at either end, and then airport infrastructure (including 

terminal, control tower and electronics). 

5. In the calculations outlined in the Findings section 

below, I have not allowed for any “non-flying” days 

caused by such things as bad weather or other 

interruptions such as Warbirds-Over-Wanaka. 

6. For the purposes of this analysis, I have treated the 

NZD and AUD as being at parity. 

  

 

  

7 Meeting with Wanaka Stakeholders Group Inc. April 29th 2019 with Colin Keel QAC CEO and others, 
where these numbers were confirmed. The same numbers were subsequently reported in the NZ Herald 
(Business Section) on 1st May 2019 “Wanaka Airport revamp could cost $400m”: 
https://www.nzherald.co.nz/business/news/article.cfm?c_id=3&objectid=12226698.  This number has also 
subsequently been widely reported in various media, including the Wanaka Sun, Crux, the ODT, Stuff and 
others. 
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Findings 
The table below summarises the key data for each of the five airports. 

 

Table 1: Passenger movements - ALL airports 

 Passenger movements p.a (mil) Aircraft movements Passengers per flight 

Airport Internat’l Domestic Total Internat’l Domestic Total Internat’l Dom Total 

ZQN 0.66 1.66 2.32   4,895   13,117   18,012 134 127 129 

AKL 11.3 9.30 20.6 55,693 118,583 174,276 203  78 118 

CHC   1.70 5.10  6.80 11,676   69,648   81,324 150  73   84 

WLG 0.93 5.49  6.42   6,449  77,483   83,932 144  71   76 

SYD 16.8 27.6 44.4 76,896 234,127 311,023 218 106 143 

                    

Total 31.39 49.15 80.54 155,609 512,958 668,567 202 96 120 

 

1. Total passengers carried by the ALL in the most recently available financial statements showed 49.15 

million domestic passenger movements and 31.39 million international passenger movements for an 

overall total of 80.54 million passenger movements (per table 1 above) 

2. The plane movements by the ALL over the most recent period were 155,609 International and 512,958 

domestic. These movements were extracted from a combination of the annual reports of ALL and 

statistics supplied by Airways NZ (per table 1 above).  ZQN Aircraft movements were sourced from 

Airways NZ statistics for the year ending 31 December 2018 and excluded VFR flights. 

3. This data leads to an average ALL loading per flight of 96 passengers per domestic flight and 202 

passengers for international flights. 

4. The blended average passenger loading of domestic and international flights across ALL is 120. 

5. Table 2 shows the historical capital expenditure incurred by ALL to establish their operations. 

 

Table 2: Fixed assets of ALL using historical costs (NZ$ milion) 

Asset Class ZQN AKL CHC WLG SYD (AUD) Total % of total 

Buildings/services 82 1,320 477 329 2,814 5,022 49 

Infrastructure   365   44   1,277 1,686 16 

Runways/Taxiways/aprons 58 396 178 168 1,007 1,807 18 

Vehicles plant & equipment 34 169   24 101  906 1,234 12 

Capital works in progress      69 53  363  485  5 

                

Total historical cost 174 2,250 792 651 6,367 10,234 100 

 

Notes relating to Table 2. 

Note classification of capital into these asset classes varies from entity to entity. 
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Land is excluded from this calculation on the grounds that the announced $400m spend at Wanaka Airport 

is exclusive of land and other idiosyncracies such as Sydney leasing as opposed to owning its land. 

 

6. Table 3 calculates the average capital expenditure per passenger movement by taking the historical 

expenditure in table 2 and dividing this by the number of passengers carried per table 1. 

 

Table 3: Fixed assets divided by the number of passenger movements. 

  ZQN AKL CHC WLG SYD Total 

Passengers movements (mill) 2.3 20.6 6.8 6.4 44.4 80.5 

Fixed assets invested $ 

millions 

174 2,250 792 651 6,357 10,234 

Capital investment per 

passenger movement 

$75.65 $109.22 $116.47 $101.72 $143.18 $127.13 

  

7. Putting this average capex per passenger of $127.13 into QAC’s proposed $400 million spend at 

Wanaka Airport delivers a requirement of 3.14 million passengers per annum to cover operating costs 

and to produce an acceptable rate of return for investors, in line with the airports analysed for ALL. 

8. 3.14 million passengers, at an ALL average loading of 120 will require 26,200 plane movements per 

annum in and out of Wanaka. 

9. These movements spread evenly over a 52 week operating window and a 12 hour operating day will 

result in approximately 72 movements per day, 6 movements per hour or one plane movement every 

10 minutes. 

10.  Expanding the operating window from 6am to 10pm or 16 hours per day, reduces these movements to 

4.5 per hour or one plane movement every 13 minutes. 
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Conclusion 
The analysis concludes that a market return on $400 million requires an annual throughput of 3.14 million 

passengers in order to cover costs and provide a commercial return in line with broadly similar commercial 

airport operations.  In physical terms, this is going to result in 26,200 flights in or out of Wanaka Airport 

each year, or one flight every 10 minutes (based on a 12 hour flying window per day). 

 

This analysis would appear to understate the ambitions which QAC may have for Wanaka Airport.  The 

current Statement of Intent refers to an “undertaking” to “grow QAC’s business returns and increase 

passenger numbers”, in particular leveraging “the scale and connectivity of a multi-airport relationship to 

grow visitor activity and deliver superior earnings growth [...]”.  8
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8 p.19, Statement of Intent (revised)  dated 30 June 2019, debated in Council meeting 26 August 2019 
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