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Mayor and Councillors 
COUNCIL 

3 OCTOBER 2013 

Meeting Status: Public 

Purpose of Report: For Decision 

ANNUAL REPORT TO 30 JUNE 2013 

PURPOSE OF REPORT 

1 The Annual Report for the year ended 30 June 2013 needs to be adopted by 
the Council. 

SIGNIFICANCE OF DECISION 

2 The Council’s Significance Policy is not triggered by this report.  

BACKGROUND 

3 The Corporate Business Committee reviewed the draft Annual Report on 
19 September 2013 and subsequent minor changes have been made to the 
document, along with any audit adjustments required by Council’s Auditors, 
Ernst and Young. At that meeting the Corporate Business Committee resolved 
to recommend the draft Annual Report, subject to any final changes required 
from Audit, for adoption by Council on 3 October 2013. 

4 Ernst and Young have almost completed their final review of the Annual 
Report.  They have provided a draft Audit unqualified opinion for inclusion in 
the Annual Report. Once Council has adopted the Annual Report, Ernst and 
Young will replace this with the original signed audit report. 

5 If the Ernst and Young final review results in any recommended additional 
changes, a list of these together with replacement pages will also be made 
available at the Thursday meeting, in the form of a tabled Appendix 3 to this 
report SP-13-973. 

CONSIDERATIONS 

Clear Audit Opinion 

6 The Council has received a “clear” and unqualified draft audit opinion for the 
2012/13 Annual Report. This is a continuation of clear audits received since 
1 July 1992. 

International Financial Reporting Standards 

7 The Council’s Annual Report for the year ended 30 June 2013 has been 
prepared in accordance with the New Zealand International Financial Reporting 
Standards (NZIFRS). 
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Statement of Service Performance 

8 This report presents the audited Annual Report, commenting on the Council’s 
service and financial performance during the 2012/13 year against Year One of 
the 2012 LTP.  

9 The introduction, context and leadership statements in Parts 1-3 lead into Part 
4 which reports on Council’s 16 activity categories. These activities provide a 
breakdown of the detailed issues, programmes, expenditure, performance and 
funding frameworks used by Council. Part 5 sets out the detailed financial 
reports, with other information covered in Part 6. 

10 The Council’s service performance for each of the 16 activities (Part 4) covers 
Key Results, Key Performance Indicators (KPIs), linkages to the seven 
Community Outcomes and a financial summary for the specific activity. The 
Council uses KPIs to determine and compare its performance in terms of 
achieving its strategic priorities and meeting its targeted levels of service. 

11 This report shows that significant progress was made towards the Council’s five 
priorities identified in the 2012 LTP during the 2012/13 year. The Civic 
Administration Building upgrade was completed, the installation of water meters 
project was ahead of schedule, construction of the Coastlands Aquatic Centre 
progressed to its final stage, and the Expressway project advanced towards 
construction stage. Overall the economic development of the District is trending 
towards new and progressive opportunities.  

12 In addition, the level of service KPI results shows an overall achievement of 
80%, an improvement from 71% in 2011/12. Some individual KPI results show 
an increase of more than 10% satisfaction on the previous year.  

13 The overall KPI performance for the year is summarised in the following table:  

Key Performance Indicators 
Year End Result 
to 30 June 2013 

Achieved 77 

Ongoing/On target 1 

Not achieved 18 

Total Relevant KPIs 96 

Not Relevant 6 

Total Key Performance Indicators 102 

 

Financial Results 

14 The organisation’s financial performance continued to be managed in line with 
the Council’s overall objectives. Despite the impacts of the economic recession 
on the levels of revenue in some activities during the year the Council has 
ended the year in a satisfactory financial position. 

15 The Council ended the year with an operating surplus of $5.229 million. 
Included in the operating surplus is an unrealised gain on the valuation of 
interest rate swaps $4.161 million. After this is deducted from the operating 
surplus this results in a net operating surplus of $1.068 million. 
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16 Included in the $1.068 million operating surplus is the rates surplus of 
$723,000. The balance of the net operating surplus relates to revenue and 
expenditure that do not relate to rates. These include non cash transactions 
such as vested assets (water, wastewater and stormwater) vested in Council 
by developers. Of the rates surplus of $723,000, $341,000 was used to offset 
the 2013/14 rates increase and the balance is available to be used to offset the 
2014/15 rates increase. 

 
17 The operating surplus resulted mainly from savings in loan servicing costs 

(finance costs) as a result of the lower interest rate market and the careful 
management of interest rate swaps. 

 
18 Also included in the summary statement of comprehensive income is a one-off 

adjustment of $13.625 million which recognised the NZTA’s share of the land 
purchased for the Western Link Road. 

 
19 The Western Link project was on hold until the Board of Inquiry made their final 

decision about the MacKays to Peka Peka Expressway in April 2013. This 
decision was appealed but the decision was upheld in the High Court in August 
2013. (The appellants have sought leave to appeal this decision to the 
Supreme Court). 

 
20 NZTA’s share of the land will now be transferred back to NZTA as a non-cash 

transaction representing a write-off of NZTA’s share of the land that Council 
was holding for the Western Link Road. Subject to the appeal to the Supreme 
Court, Council’s share will be sold to the NZTA early in the 2013/14 year.   

 
Comparison of Net Operating Surplus to the Budget 
 
21 The higher net operating surplus of $1.068 million compares to the budgeted 

surplus of $263,000. 
 
22 Although the operating revenue (excluding the gain on revaluation of swaps) is 

below the budget the operating expenditure is also below the budget but by a 
greater amount resulting in a net operating surplus of $1.068 million compared 
to a budgeted surplus of $263,000. The main variance to budgets was the 
Finance Costs which were under spent by $1.3 million. 

 
Unrealised Gain on the Value of Council’s Interest Rate Swaps  

23 The main reason for the operating surplus as at 30 June 2013 is the unrealised 
gain on the revaluation of Council’s interest rate swaps of $4.161 million. This 
gain is unrealised as at 30 June 2013 and simply reflects the change in the 
market valuation of Council’s interest rate swaps between 30 June 2012 and 
30 June 2013. In June 2013, long term interest rates increased as a result of 
the Federal Reserve indicating that they were going to cut back on quantitative 
easing in the future and as a result long term interest rates have risen. 

24 Council takes out interest rate swaps for the long term to protect its exposure to 
changes in interest rates on its debt levels out to 10 years. As the market 
interest rates increase the market valuation of Council’s interest rate swaps will 
increase and more unrealised gains will be reported in the future financial 
statements. A 1% increase in market interest rates equates to a $3.082 million 
gain in market value of Council’s swaps.  
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Closing Audit Report 

25 At a meeting on 19 September the Audit & Risk Subcommittee considered the 
Closing Audit Report from Ernst & Young and noted that all significant 
accounting issues had been agreed with management and included in the draft 
Annual Report. 

26 The Audit & Risk Subcommittee will be considering the Audit management 
Report when it is received after the adoption of the Annual Report. The 
Subcommittee will review this report along with action to be taken on significant 
issues and the audit recommendations raised. 

Financial Considerations 

27 The Council has made budget provision for the fees associated with auditing 
the Annual Report and the costs of publishing the final documents. 

Legal Considerations 

28 The Annual Report has been prepared to meet the requirements of the Local 
Government Act 2002 and the New Zealand International Financial Reporting 
Standards.  Officers from Ernst and Young have issued a draft unqualified 
report and will replace this with the original signed unqualified audit report upon 
Council’s adoption of the final Annual Report at this 3 October 2013 meeting.  
As required by the Local Government Act 2002, a Summary of the Annual 
Report must also be prepared and audited to ensure that it represents, fairly 
and consistently, the information regarding the major matters dealt with in the 
full Annual Report. 

Delegation 

29 The Council has the authority to make this decision. 
 

Tāngata Whenua Considerations 

30 The message from Tāngata whenua has been included in this Annual Report. 

Publicity Considerations 

31 Copies of the final Annual Report and the Annual Report Summary will be 
distributed to a mailing list of people who have indicated their interest. Copies 
will also be available from Council Service Centres and Libraries as well as on 
the Council website.  

RECOMMENDATIONS 

32 That the Council receives the Ernst and Young Audit Report on the Statement 
of Accounts for the Kāpiti Coast District Council for the year ended 30 June 
2013. 

33 That, in line with the recommendation from the Corporate Business Committee 
(refer Background paragraph 3), the Council adopts pursuant to Section 98 of 
the Local Government Act 2002, the Kāpiti Coast District Council Annual 
Report for the year ended 30 June 2013 attached as Appendix 1 to this report 
(SP-13-973). 



SP-13-973 

Page 5 of 5 

 
Report prepared by: Report prepared by: 

  

Clare McAloon-Balfour  Matt McGlinchey 

Manager, Corporate Planning & 
Reporting 

Accounting & Financial Services 
Manager 

 
 
Approved for submission by:  Approved for submission by: 

  

Stephen McArthur  Warwick Read 
Group Manager, Strategy and 
Partnership 

Group Manager, Finance 

 
Appendix 1: 2012/13 Annual Report 


