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Purpose
1 This paper sets out the process\ or the-éstabljs] New Zealand Transport T:cketmg
Limited (NZTTL) and the d c smns the Bear r@eds L(¢] take as part of this process.

Recom mendati

2 That the NZ T% %gencyﬁ}x

a. a/'eﬂ\ aate Ne ea&ﬂranspon Ticketing Limited, as a subsidiary company of
ealand»T %ort Agency, subject to written notice to Responsible Ministers
der/the Cro Eﬂtltl S Act 2004 sec 96 (b);

agre (t\o\ p 1) nt the NZTA Chief Executive as the initial director of New Zealand

Q rt Tlcketmg Limited; and

agrges to approve the attached draft constitution for New Zealand Transport Ticketing

.
\ Limited.

Establishment process

3 The transfer of the ticketing central system from Auckland Transport (AT) to NZTTL is
planned to occur once the Auckland Integrated Fares Scheme (AIFS) programme is up and
running, ie during the 2012/2013 financial year. [t is useful to get NZTTL established well in
advance of the transfer of the central system, as this will allow time to develop the
administrative arrangements for managing and supplying services to AT initially and other
regions, as they implement new integrated ticketing schemes. It will allow time for the NZTTL



business plan to be developed, clarify the respective roles of NZTA and NZTTL and identify
any future oppartunities for NZTTL service provision.

The ownership structure of NZTTL needs to be such that it ensures NZTA control of NZTTL, is
relatively simple to establish and administer, maximises opportunity for different ownership
structures in the future, allows potential for a wide range of commercial and public good
activities and fulfils the contractual requirements for asset transfer from AT. It is proposed
that NZTTL be established initially as a NZTA wholly owned subsidiary as this ownership
arrangement fulfils these requirements.

The NZTTL Establishment Subcommittee has met and agreed an approach for establishing
NZTTL, as a wholly owned subsidiary of NZTA, focusing on the minimum regquirements to
register the entity. &

The process to establish NZTTL is planned as follows: & @ @

6.1. NZTA action points

» Board approval of the NZTTL Consti%{;@s (\
e Board appointment of at Ieas@?ﬁc or, to e%@e company to be

registered. %%
6.2. Subsequent steps @ &;;
N \

e« NZTA to give qﬁ\n notice to Qg Min\igter of Transport and the Minister of
Finance un@r}k(a)own Entiti @004 sec 96 (b) that it plans to establish a
\ N
Crown gntit

%@%idiaw
. ‘I{A\itgo\@\tben reg@ompany.
6.3. Qitf\?registra ion%e campany

% »7> Board a{@%@an administration agreement between NZTA and NZTTL

cov r\roles, responsibilities and delegations.

-%%Kapproval for NZTTL to be an Approved Organisation under the Land

<<1I’ ahsport Management Act 2003 so that it can be funded under the National
and Transport Fund.

@ + The Board, as majority shareholder, appoints further directors to the Board of

NZTTL.

Once NZTTL is established, its work programme priorities will be to:

7.1. Establish hosting agreements with Auckland Transport for hosting the Central
System. (The hosting arrangements are planned to be implemented in 2011/12 and may
initially be with NZTA, if NZTTL is not yet established)}

7.2. Develop a business plan for its services and ensure that NZTTL objectives are
included in the 2012/2013 NZTA Statement of [ntent.



7.3. Oversee the transfer of the central system from AT to NZTTL and the novation of
the AIFS Project Agreement with Thales. This transfer will occur when the AIFS system is
fully operational and is likely to be in the 2012/2013 financial year.

7.4. Ensure that NZTTL has scheme agreements and service level agreements in place
with Auckland Transport for the ongoing operation of ticketing processing services.

Constitution

8 A standard draft constitution has been drafted by NZTA’s legal advisors and Chapman Tripp.
As majority shareholder NZTA can modify the constitution in the future as required. The
following points cover several specific matters previously raised by the Board that{/ te to

the wording of the constitution.
Control by NZTA and preserving NZTA’s shareholding right: §% :
9 The Board requested that the constitution preserv r{;\ A sha eho[dan\\Khts ‘0 do this, the

constitution states that the majority shareholder a ”té>d1rectors poirits the chair, and
approves any share issues or changes to the co/sju futign Q

10 NZTA's shareholding rights are preservenK s<|\n as it reﬁ s'as.ihe majority shareholder.
If at some future point NZTA's shareho\dmg\ as’to be dtlute less than 51%, prior to that

reduction NZTA could change the ¢ iofi. Suchf n e\could tailor the constitution for
specific circumstances to preserve @ ZTA |sh etaln or to specify service
obligations required by NZTA

Service obligations

11 The Board requested@&onstl \e'ns rine certain service obligations in the

constitution. Unde h onstlt |o an underthe Crown Entities Act 2004, NZTTL must:

achg v;s en Iy wn%t ZTA's objectives and current statement of intent (to the

exte{%/;\/relate toN TTL)
ercis |t5 om@ $ only for the purpose of performing, or assisting the NZTA to

112
&p ofm, the NZ° Vfunctlons and

11.3 %l\y-wnh a direction given by a Minister to the NZTA (to the extent that it
rel te%l‘ﬂ'u or to NZTTL, under the Crown Entities Act 2004 (CEA) or the LTMA 2003.

12 '|7 is~ehables the NZTA to set objectives for NZTTL in the NZTA Statement of Intent and
re\uL,e it to comply with these objectives.

Appointment of directors

Initial directors

13 The constitution requires a minimum of one director to be appointed. This is done by NZTA
as majority shareholder. Once NZTTL is established and its business plan and strategy are

well developed, the NZTA Board can agree the skill sets, selection criteria and the number of
directors for the NZTTL Board.

14  The NZTTL Establishment Subcommittee considered two options for the initial NZTTL director
- an existing NZTA Board member or NZTA management. Their preference is for a
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16

management appointee and the Subcommittee asked for advice about the legal position and
statutory guidance for such an appointment.

There can be conflict of interest concerns with public servants serving on statutory boards,
as a public servant serves the Minister and would also, as a director, be required to act in the
best interests of the company. Such a conflict of interest is not an issue for NZTTL. Under the
CEA the Crown entity parent is required to ensure that the subsidiary exercises its powers
only for the purpose of performing, or assisting the parent to perform, the parent’'s
functions. In addition, a director of a wholly owned subsidiary is required under section 131
of the Companies Act, when exercising powers or performing duties as a director, to actin a
manner which they believe is in the best interests of the subsidiary company's parent
company, even though it may not be in the best interests of the ?mdmry comp

This allows for a member of NZTA management to be appomted Jt*s recomme%l/d\xd,hat
the Board appoint the Chief Executive as the initial directo Aubie wrlt en no@to
Ministers and registration of the company.

Attachments

17

18

19

There are two attachments to this paper: @ @

Attachment 1: Subcommittee and NZ ﬂ work pf an

Attachment 2: Draft Constltutlon @
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Attachment 1

Subcommittee and NZTTL Board work plan

August 2011

Board Approval OF Constitution and Appointment of [nitial Director
Written Notice to Ministers

Company registration

August - December 2011

Business Plan development

o 2

December 2011

NZTTL Draft Business Plan %% @(/\

2N

March 2012 Business Plan sign off by NZTA Boardf\lzzer o:ation &%0\/%1 3 sol
a gn off by P N
April 2012

June - December 2012

Appointment of Directors @ & v
e £ \ _

Development of Service d -11%@ IFS ((Ej)te tial exploration of wider

< \cc/mmerciai opportunities

Scheme Ag reemen@

&Y

y’
S

<
7S

. SO 7
Novation of theQQF\S\l%roject Atg @\\1@1
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2.1

2.2

INTERPRETATION

Defined Terms

In this constitution the following expressions have the following meanings:
Act means the Companies Act 1993;

Company means the company whose name is New Zealand Transport Ticketing at the date of
this constitution, whether or not the company subsequently changests/fAame; &

2004,

Crown entity subsidiary has the meaning specified in sectio% he Crown%@; Act

Constitution means this constitution as it may be a%

the Act; %
LTMA means the Land Transport Man@ ct 200

S

) olding Shvalres which carry more than
g to Shar @ '

ncy‘establlshed under the Land Transport

\3

in accordance with

Majority shareholder means one/o_\ ore sharehl
50 percent of the total vote I’@?

NZTA means the New lag/Trans
Management Ac \é

Sharem@@e in the%\wny

Writte @ wntmgi;n %’to words figures and symbols includes all modes of
presenting of rg those words, figures and symbols in a tangible and visible form.

CONSTR % ’
In thOtltutlon

Subject to clause 1, expressions which are defined in the Act (whether generally, or for the

purposes of one or more particular provisions) have the meanings given to them by the Act.
Where an expression is defined in the Act more than once and in different contexts, its

meaning is governed by the context in which it appears in this constitution.

Headings appear as a matter of convenience and do not affect the interpretation of this

constitution;



2.3

2.4

The singular includes the plural and vice versa, and words importing cne gender include the
other genders;

A reference to an enactment or any regulations is a reference to that enactment or those
regulations as amended from time to time, or to any enactment or regulations substituted for
that enactment or those regulations;

RELATIONSHIP BETWEEN THIS CONSTITUTION AND THE ACT

Effact of the Act on this constitution
The Company, the Board, each director, and each shareholder have th r:ghts powers, dii ies,

and obligations set out in the Act except to the extent that they a_r

accordance with the Act, by this constitution.

Effect of this constitution &

This constitution has no effect to the extent that it_c o) (fj@ons:stent with

Shareholders may alter or revoke this wsu& &

The shareholders may alter or revoke Fn titution b\; sp%lak esolutlon

LTMA AND CROWN ENTITIES CT\2004

Powers of Company w /I> %i @n entify ﬁbmdmry
During any period wg\ngéompanms Crown entity subsidiary of the NZTA, the capacity,
rights, powers, ofpr. ge of t vﬁ any are nb broader than those of the NZTA; and in

particular, th&a'- pany rnay not-_c_: FryAOn oF undertake any business or activity, do any act, or
enter lnt \/ Kﬁactlor: that is outsude the functions of the NZTA as set out in the LTMA.

Applic@"of LT % rown Entities Act 2004
During any peri o Company is a Crown entity subsidiary of the NZTA, the Company:

(a) @g(ew ent;ty for the purposes of the Crown Entities Act 2004; and
(b) @}s\t\pot do anythmg that the NZTA itself does not have the power to do; and
(a

r-r
[
=
1]
>
a3

st act consistently with the NZTA's objectives and current statement of intent (to
the extent they relate to the Company); and
(d) must exercise its powers only for the purpose of performing, or assisting the NZTA to

perform, the NZTA’s functions; and

{e) must not contravene the Crown Entities Act 2004 or the LTMA to the extent that those
Acts relate to a Crown entity subsidiary of the NZTA (and, without limiting the
provisions of those Acts that apply to it, must comply with sections 96, 97, 99, 100,
101, 118, 133, 158, 160 to 164, and 168 of the Crown Entities Act 2004); and



9.1

9.2

9.3

(" must comply with a direction given by a Minister to the NZTA (to the extent that it
relates to the Company) or to the Company, under the Crown Entities Act 2004 or the
LTMA; and

(9) must not pay its directors any compensation or other payment or benefit, on any

basis, for ceasing for any reason to hold office; and

(h) must not perform any of the NZTA's statutorily independent functions; and
(i must comply with the statutory requirements as to employees that apply to the NZTA,;
Y must perform its functions efficiently and effectively and in a manner consistent with

the spirit of service to the public; and
(k) may pay remuneration to its directors only at a rate and of a kind determined by the
ion 10(1) of the Crown

Ministe éﬁ
B\/ etolt in sectlon\)“x
<|\>do (but%
%%

purpose, references to the responsible Mmlste<n\sect 117 muﬁ\be rea;l as

NZTA in accordance with the fees framework (as defined in se

Entities Act 2004) or after consultation with the NZTA's res p\S
()] must comply with the requirements as to chief executi

the Crown Entities Act 2004 in the same way as the}

references to the NZTA); and
(m) despite section 178 of the Act, is not ent f se to p/;%l ormatlon that
wise

must be provided under the Crown Er |t e\)

any person under the Official Info. matLo\ %1982%
SHARES @ L
Company’s shares @

At the time of the reg[s Q% this coiﬁl\ i n,/the Corn"bany has 100 shares. No money is

made available to

thos

Board to |ss@/§> \ T
Nelti-\g/a?d nor an }%‘son may issue any shares, or securities convertible into

payable for calls or ¢

shares)\$r options 167 u(; shares;in the Company unless the issue (including the terms of
the issue) is éx ew rlsed in writing by or on behalf of the majority shareholder.
Subject 1 the Board may issue further shares that rank as to voting or distribution
rlghts equally with or prior to any existing shares in the Company. Any such issue

will n\o lreated as an action affecting the rights attached to the existing shares.

The Company may:

(a) subject to compliance with applicable provision of this constitution, issue redeemable
Shares; and
(b) redeem redeemable Shares in accordance with the Act and the terms of the issue of

the redeemable Shares; and



10.

11.

12.

13.

14.

(c) exercise an option to redeem redeemable Shares issued by the Company in relation to
one or more holders of redeamable Shares in accordance with the Act and the terms

of issue for the redeemable Shares.

No statutory pre-emptive rights
Section 45 of the Act does not apply to the Company.

Board may make calls
The Board may make calls on any shareholder for any money that i 4@% that
under

the issue o%o\/e Shares.

shareholder's Shares and not otherwise payable ata specified ti

constitution or the terms of issue of those Shares or any co

The Board may, at its discretion, deduct from any di"' ~p\yab|e to \holder any
amount owed by the shareholder to the Compe<) ?c

At of any@

If any amount called is not paid in full at

eaﬂed\ﬁ@t the person fram

whom the amount is due must pay th & \gy intere on% ount that remains unpaid

at a rate determined by the Board and \cyated fr@
)

day of actual payment. The Bo@y waive. s@ﬁf the payment of that interest.
A call may be revokeql o%xyed as %o\nj’nay determine.

(P)(b)(i) of'the Act, the Company is expressly authorised

SDEC[erd for payment until the

Authority to acguire v n share«6
For the purposes a\/e”&tlon 59 and

Py
to purch s\e/o\to\g@rw;se a({q\(e/ hares |ssued by it.

LN o
Autho it\/y;to hold(u%ares

Subject to any res US or conditions imposed by law, the Company is expressly authorised

to hold sh nesvaoq\\lged by lt dnder section 59 of the Act.

Shar@“e of diwdends
The B\égd/may not exercise the powers under section 54 of the Act except in accordance with

a written authority to do so signed by or on behalf of the majority shareholder.

MEETINGS OF SHAREROLDERS

i5.

16.

Special meetings of shareholders
A special meeting of shareholders entitled to vote on an issue may be called at any time by the
Board or by any shareholder.

Proceedings at meetings of shareholders



16.1

16.2

16.3

16.4

16.5

17.

18.

18.1

18.2

19

19.1

The First Schedule of the Act governs the proceedings at meetings of shareholders, except as
provided helow in clauses 16.2 to 16.5.

Ciause 1 of the First Schedule of the Act does not apply to the Company. The chairperson of
the Board, if any, will chair each meeting of shareholders. If there is no chairperson of the
Board or if the chairperson of the Board is not present within 5 minutes of the time appointed
for the commencement of a meeting of shareholders or is unwilling to act, the shareholders

present may appoint a person to be chairperson of the meeting.

Clause 12 of the First Schedule of the Act does not apply to the Company. A sharehold ﬁ

/3\

entitled to vote at any meeting of shareholders whether or not all S{\i
e

g??tothec
% 5 nam ha@n
>

o <

Clause 7 of Schedule 1 of the Act does nota @e omp@ha eholder may not

exercise the right to vote at a meetmg of halteh de/s by castin

DIRECTORS _ @
Number of directors _ (\ v

The minimum number o% |s onedi

Appointment aw al of d@y chairperson

Subject tg {:/au el8.2, any E\e:@may at any time be appointed, reappointed, or removed as:

1 direct {JSW\e\C%npanv; or
{b) the tha d:ire'ctors of the Company -

by writt ufétlce\;lgned by or on behalf of the majority shareholder and delivered to the

by that shareholder in respect of any share registered in that s

paid.

A proxy need not be a shareholder of the Company '

ostal vote.

addref‘for service of the Company; and any such appointment, reappointment, or removal is
effectiv@-from the time specified in the notice or, if no time is specified, from the time the
notice is received at the address for service of the Company.

During any period when the Company is a Crown entity subsidiary, a member of Parliament

may nhot be a director or chairperson of directors of the Company.

Meetings of the Board

Schedule 3 of the Act governs the proceedings at meetings of the Board, except as provided

below,



19.2

19.3

19.4

19.5

19.6

19.7

19.8

19.9

Clause 1 of Schedule 3 of the Act does not apply to the Company, The Majority Shareholder
must elect one of the Directors as chairperson of the Board. The chairperson of the Board will
chair all meetings of the Board at which he or she is present. If there is no chairperson of the
Board, or if at a meeting of the Board the chairperson is not present within 5 minutes after the
time appointed for the commencement of the meeting, then the directors present may elect
one of their number to be chairperson of the meeting.

The chairperson of the Board holds that office until he or she vacates office or the Majority
Shareholder removes him or her from office.

Clause 2 of the Third Schedule of the Act does not apply to the Co ny2 A Director_brahy
other person at the request of a Director, may convene a meeting \§h B-ﬁard by giving rotice
in accordance with this clause. Except where clause 19.7 apglié \ notice of W\\Eeglqg must
be a written notice delivered to each Director, or sent Z&he ad}ess or fa s\rn\
an electronic mail message sent to the electronic ma <>/)
(o

nimber, or

c\‘Dx:gJ:tor provides
to the Company for that purpose, or if an addres sifnile-nu r \ctr_omc mail
address, is not provided, then a written noti @ her Ia t/\ mployrﬁént or
residence or facsimile number known to t é‘ a y

The notice of meeting must mclude th%% tlme @he meetlng

At least two days' notice of a<>/e of the Bo st he glven unless the chairperson of

the Board {(or, in the ch :/>er9 bsen Q ew Zealand, any other Director) believes it is

\ a matter of urgency, in which case shorter

necessary to convene“a\% g of thei
notice of the meetin \%ﬂ. Board(%gwen $0 Iong as at least two hours’ notice is given.

Notice ne &
coun 5i

oLh ce. Ho e or she has an alternate Director who is in New Zealand or
that r\ ) al co @ence then notice must be given to that person.

Any irregula

ras\;, which ea

iveh tw irector who is absent from New Zealand or another usual
gr

&HOTICE of a meeting, or failure to comply with clauses 19.4 to 19.7 is
waived lf<ﬂ Dif cto s entltfed to receive notice of the meeting attend the meeting without
protest a the |rreguiar|ty or failure, or if all Directors entitled to receive notice of the

&
meet (\g ee to the walver.

A meeting of the Board may be held either:

(a) By 2 number of Directors who constitute a quorum, being assembled together at the

place, date and time appointed for the meeting; or

(b) By means of audio, or audic and visual, communication by which a quorum of

Directors participating can simultaneously hear each other throughout the meeting.



19.10

19.11

19.12

19.13

19.14

19.15

20

21
21.1

22.

The quorum necessary for the transaction of business at a meeting of the Board is a majority
of the Directors, unless the Company only has cne Director, in which case the quorum is one
Director. The Majority shareholder may change the number of Directors required for a
quorum by written notice to the Company. No business may be transacied at a meeting of the

Board unless a quorum is present,

If a querum is not present within 30 minutes after the time appointed for a meeting of the
Board, the meeting will be adjourned automaticaily until the following working day at the same
time and place. If at the adjourned meeting a quorum is not present within 30 minutes from

the time appointed for the meeting, the Directors present will constitute a quorum.

Each Director has one vote. A resclution of the Board is passed if it @eed to by a &

Directors present without dissent or if a majority of the votes cast ltﬁl}é)n favouriof it. A

Director present at a meeting of the Board may abstain from. \/}mg onNd
Director who abstains from voting on a resolution will not be tr
of it for the purposes of the Act.

Minutes of proceedings at meetings of t
chairperson of the meeting are evidence

shown to be inaccurate.

ayte
Committee proceedl i) %
=

Except as set out in this cIa oarcl @e its’ own procedure
The provisions tutlo I proCeedings of the Board also apply to
proceedlngs of mlttee o% ors, except to the extent the Board determines

ig alutlo?sof%gd perm;tted

A written resoluti or assented to by all of the Directors then entitled to receive notice
of a meet&g@ e\§oard is- as valid and effective as if it had been passed at a meeting of the
Board d ed and held.

Any @ resolution may consist of several copies of the resolution, each signed or assented
to by one or more of the Directors. A copy of a written resolution, which has been signed and
is sent by facsimile or any similar means of communication, will satisfy the requirements of
this clause.

Committee proceedings
The provisions of the Act and of this constitution relating to proceedings of the Board shall,
insofar as they are not altered by regulations made by the Board, also apply to proceedings of

any committee of directors.



23,

24.

25.

26.

(M

@

Interested Directors
Section 144 of the Act does not apply to the Company. A director of the Company who is
interested in a transaction entered into, or to be entered into, by the Company may not;

(a) vote on a matter relating to the transaction, other than a matter to which either of
clauses 28 and 29 apply; or
(b) attend a meeting of directors at which a matter relating to the transaction arises, or

be included among the directors present at the meeting for the purpose of a quorum;

or
(©) sign a document relating to the transaction on behalf of the Company; or

(d) do anything else as a director in relation to the transaction.

Remuneration and other benefits of directors

Notwithstanding anything in section 161 of the Act; &

(a) during any period when the Company is a C /2my subsidi
in relation to the remuneration or other beng \/0 directorst ari

bsidiary, the amount of

(b) during any period when the Companyt\/(rQ?a\C/ 8@

remuneration or other benefits pa\\é@ the Corm %%
director or in any other capagit %3[{“ e eterr('rgd{g
the

notice signed by or on behalf § a_;orl

for service of the Com _

While the Company is @h 1y si’g;ary, directors may act in interests of
holding company {@

For the purpos 0 ec ion 131(2)\ E ot each dlrector of the Company may, when
exerc15mg p <rsgrfu/érformmg} sa dlrector act in a manner which he or she believes

is in the r/gts of th‘/\ \/pany s holdmg company even though it may not be in the

best@«}{?the Co .
Directors may ap@and :rémove alternate directors

Every di rrk/y

ditectors for services as a
time to time by written

Ider and delivered to the address

(a) pomt any person who is not disqualified by the Act from being a director and whose
appointment has been approved by the majority shareholder, to act as an alternate
director in his or her place; and

{b) remove that person from that office-
by giving written notice to that effect to the Company
While acting in the place of the director who appointed him or her, the alternate director has,

and may exercise and discharge, all the powers, rights, duties and privileges of that director

(including the right to sign any document, including a written resolution, and to act as



3

27.

28.

29.

30.

31.

32,

chairperson, but excluding the right to appoint an alternate). He or she is also subject to the
same terms and conditions of appointment as that director, except in respect of

remuneration.

The appointment of an alternate director terminates automatically if the director who

appointed him or her ceases to be a director.
GENERAL

Change of Company name
A director may apply to the Registrar of Companies to change the nam of the Companyif:

(a) the Board has approved the director doing so; and

(b) the majority shareholder has given written approvalof&l%% e’of nam9©

Company may indemnify directors and employees f { ertam llabllltle
a e of the C p / or a related

/r“\

company for any liability or costs for which a dlrec p[oyee may | demnlﬁed under
section 162 of the Act and section 122 of th @) tle é\a
Subject to those provisions, the Board may in the erms

Company may effect msurang}3 irectors a e%}lo ees '

The Company may, with th oval F\B ar , effect insurance for a director or

employee of the Compa U_a\rgf{ted or any liability or costs for which a company

may effect msuranceQ dJrector or wee under section 162 of the Act and section 123
L

of the Crown En %/{\004 ( § gether) Subject to those provisions, the Board
may determ@/ounts and s and conditions of any such insurance.

Contjiiuing. difectors
g\/
The dir TS and(c % p son of dlrectors in office at the date of adoption of this constitution

The Company is authorised to indemnify a director o?

\I\ when read together).
d conditions of any such

indemnity.

will continue m f e ay) uch until they are removed from office under clause 18 or vacate
office in acc e\ywth the Act and the Crown Entities Act 2004.

Restnéu Board’s rlght to delegate its powers

The anrd ard’may delegate to a committee of directors, a director, an employee of the Company
or with the prior approval of the Minister of Transport any other person including any
employee of NZTA) any one or more of its powers other than its powers under any of the

sections of the Act set out in the second schedule to the Act.

Board delegates to comply with regulations
In exercising the Board's delegated powers, any committee of directors, director, employee of
the Company or any any other person must comply with any regulations that the Board may

impose.



33.

(1)

@

3

Committee Proceedings

A committee of the Board comprising more than one person may elect a chairperson of its
meetings. If no such chairperson is elected, or if at any meeting the chairperson is not
present within 15 minutes after the time appaointed for holding the meeting, the members

present may choose one of their number to be chairperson of the meeting.

A committee of the Board may meet and adjourn as it thinks proper. Questions arising at any
meeting of a commitee comprising more than one person shall be determined by a majority of

votes of the members present, and in case of an equality of votes th/z airperson of tgg
meeting shall have a second and casting vote except when onlyt rr\bfs are p@a\g

the meeting. &
The provisions of this constitution relating to the n&e@(@%ﬁd proceed@he Board

shall, so far as not altered by any regulations mad oard Wso to the meetings
and proceedings of any committee. The quoru ANy comy te\s@ll
(a) the number of members of

hé\{:\ jttee wh e cvmm|ttee comproses not

more than two members,f\Qﬂ-| . m
(b} two members where e com;} tee.co ’\,K% Fee or more members;
in both cases unless the Board c ies othe

§




NZ TRANSPORT AGENCY MEMO

WAKA KOTAHI

To Dave Brash

Cc Dave Whiteridge

From Rebecca Gilbert

Date 02 August 2011

Subject New Zealand Transport Ticketing Limited

Changes to the Draft Constitution - Please draw the following matters-fo he Board’s a\;te%n
There are a few “tidy ups” that are needed to the draft:

« Clause 33 of the draft should be deleted - board proc edmgs Iready ¢ ed m,clause 19, and
clause 19 is more prescriptive.

+ References to section 122 and 123 of the Cr@ (3 Ac A\ {I uses 28 and 29 to be deleted
as those sections only apply to “statutory |e nder the nd a crown entity subsidiary is not

a “statutory entity” as defined in the C %
If the Board agree to the changes, recomme%qpn 2(c) in he\\ge will need to be changed to:

"agrees to approve the dr. @utlon (as-a%%@d) for New Zealand Transport Ticketing Limited".

Crown Entity Subsidiary mpames GeneraLO\rerwew

A crown entity subsid@ is aanda crown entity:

s Crown %)p}xms:dlap@ta les (CESC's) are companies ‘controlled’ by one or more crown
entities, \This’means thatthé\cfown entity/s must have control of the composition of the board, or
SN

great\ han 50©r the sharehoiding, right to dividends, or voting rights (Companies Act test
for ‘coh rol)

e Asaco %h Companies Act 1993 applies to CESC's, and their board members are directors

und@f Act(not the CEA).

. Iso applies as a CESC is also a crown entity under that Act.

* Acrown entity subsidiary company is not a “crown entity company”, which is a company wholly
owned by the Crown and listed in the Crown Entities Act.

» The Minister can't give a direction to NZTTL under the CEA, but NZTA can given a direction to NZTTL
that NZTTL would be required (under the Constitution) to comply with.

1

NZTTL Constitution

* The constitution is based on the Constitution for Housing New Zealand Limited which is a crown
entity subsidiary company, with Housing New Zealand Corporation as sole shareholder. Only one



other company (Hobsonville Land Company Limited, also a crown entity subsidiary of Housing New
Zealand Corporation), is known to be crown entity subsidiary company.

s NZTA is responsible under the CEA to ensure its subsidiary company complies with certain

requirements, which is why those requirements have been built into the constitution as requirements
on NZTTL (see clause 7).

Directors

e A member of Parliament cannot be a Director {CEA)

e There is no restriction or requirement in the CEA regarding who c n@rector clu@cr 1 entity
subsidiary, although for the purposes of control and accountapility guld sugge«s@ the
directors are people of a senior management level. %

e Directors appointed and removed by written notice b %ﬂ@vjority sha@e; (NZTA)

Shareholders @ \
e NZTA initially to be sole shareholder - f (\e&gr s can o"@@sued with authorisation from
NZTA as majority shareholder. @ \g@

P
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Companies Act amendments - In case you are asked questions regarding clauses in the Constitution
which contract out of certain provisions in the Companies Act.

The procedures set out for board proceedings apply, unless changed by the Constitution (s160 Companies
Act). The Constitution sets out changes in the following clauses:

Clause 10

Section 45 stated not to apply. That section states that shares issued or proposed to be issued that rank as
to voting and/or distribution rights, equally with or prior to shares already issued, must be offered for
purchase to the current shareholders on terms which would maintain the existing voting and/or distribution

rights of those shareholders. @ &
Clause 14 % @
k|

(o

Section 54 sets out the Board’s power to issue shares in lieu of divid@ Clause 14 states that the Board
can't do this unless the majority shareholder authorises it to do

<Q
Clause 16.2 @ (\m
Changes the time for the chairperson to be present at /\e\'r\l/a//ﬁ) 5 midl &%ﬁ 15 minutes in the Act),

otherwise the directors choose a chairperson for the %Q\{;g NZTA board may want to consider
e i

whether the 5 minute time period in clause 19. f?osh\/h rpers6n\§0{ ear at a meeting, is appropriate,
or should it be 15 minutes (which is what thch Xﬁﬁed als X 'I)h%i\me period is probably more relevant
where there are numerous directors, but not sowrelevant w@re{l‘\t\en ¥s only one director {which.is intended

for the initial set up), so the time period/s@obab!y so@hgt can be changed later when the

directorship/shareholding changes@) @

Clause 16.3
Clause 12 of the First Sched T\E\/}tat § that ‘ﬂ& ue to the company in respect of a share has not been
paid, that share may nd\% ot\gd ata sK‘-re\o ders meeting. Clause 16.3 allows those shareholders to vote

whether or not all 5%& rave been paid.orhot.
Clause 16.5 Q@ @7
Clause 7 of the Ejts Scheduf%\v{gs a shareholder to exercise a vote by casting a postal vote. Clause 16.5

does not allow this. X&y

Clause 19.2

Clause 1 of S/ch %3 lows the directors to elect one of their number as chairperson of the Board. Clause
x lows the majority shareholder to elect a director as chairperson.

19.2 howeve@

Clause 19.4

Clause 2 of the Third Schedule required notice of meetings to be posted not less than 10 days before a
meeting (ie did not allow for other forms of notice, nor urgent meetings).

/

Clause 23
Section 144 allowed a director who was interested in a transaction to vote on a matter relating to the
transaction, attend a meeting to which the transaction relates, sign a document, do anything else etc.

Clause 24

Section 161 relates to remuneration and other benefits. No changes to this, but clause 24 clarifies crown
entity subsidiary requirements under the CEA.




Clause 25

Section 131(2) states that a director of a company that is a wholly-owned subsidiary may, when exercising
powers or performing duties as a director, if expressly permitted to do so by the constitution of the company,
act in a manner which he or she believes is in the best interests of that company's holding company even
though it may not be in the best interests of the company. Clause 24 expressly aliows the director to act in
the holding company’s best interests.




