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9.3 DRAFT ANNUAL REPORT 2018/19 

Author: Chris Pearce, Manager, Corporate Planning & Reporting 

Authoriser: Mark de Haast, Group Manager  

  
PURPOSE OF REPORT 

This report seeks the Committee’s consideration of the audited draft Annual Report 2018/19 
and recommendation that it be adopted by Council on 26 September 2019. 

DELEGATION 

1 The Audit and Risk Committee has delegated authority to consider this report. 

BACKGROUND 

2 The Council is required under the Local Government Act 2002 (the Act) to produce an 
audited Annual Report each year – a draft version of the Annual Report 2018/19 is attached 
as Appendix 1.  This report shows the Council’s performance for the year in both a service 
and financial context, against measures set out in year one of the Long Term Plan 2018-38 
(LTP). 

3 At a meeting held on 15 August 2019, the Operations and Finance Committee reviewed the 
fourth quarter Activity Report and the unaudited Financial Report for the year ended 30 June 
2019. 

4 Since then, the Council’s auditors, Ernst & Young, have completed their audit of the financial 
statements, service performance information and the Debenture Trust Deed of the Council 
for the year ended 30 June 2019. At the time of writing this report, Ernst & Young are 
expected to provide a draft unqualified “clean” audit opinion on the 2018/19 Annual Report 
prior to the meeting of the Audit and Risk Committee on 12 September 2019. This opinion 
will be formally issued following the adoption of the Annual Report 2018/19 by Council, which 
is scheduled to occur at the Council meeting on 26 September 2019. 

5 The draft Annual Report contains the following sections: 

 Introduction section (pages 3-21) - includes a message from the Mayor and Chief 
Executive, a message from Tāngata Whenua, and a description of how the Council’s 
activities and key initiatives contributed to the five focus outcomes identified in the LTP. 

 Our activities and services (pages 23-85) - comments on significant developments over 
the year and key performance indicator results for each of the Council’s 13 activities. 

 Our finances (pages 87-157) - presents all the key financial information, the 
accompanying explanatory notes, the disclosure statement and the auditor’s report. 

 Other information (pages 147-156) - includes information about the governance structure, 
meeting attendance, elected members and the organisation structure. 

OVERVIEW 

Achievements and events 

6 The draft Annual Report highlights the significant achievements and events for the year both 
in the Introduction section and in the relevant activity chapters. 

7 Significant achievements during the year included: 

 Further reduction of the Council’s debt to income ratio (in line with our ‘green-line’ 
strategy).  This contributed to an upgraded credit rating outlook from A+ to AA by 
Standard & Poor’s in July 2019. 
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 The Council’s water supply and demand management approach was strongly endorsed 
by the Office of the Auditor-General. 

 We finished strengthening the Wharemauku block wall built following storm damage in 
2016. 

 We significantly increased the amount of footpath reconstruction work – over 6,500m2, 
more than twice the 2017/18 amount. 

 We completed full upgrades of 12 of Council’s 118 older persons’ housing units. 

 Council approved a development plan for Otaraua Park following community 
consultation. 

 We began the first stage of the Maclean Park redevelopment, removing the pond, 
relocating the basketball court, and building a scooter track and barbecues. 

 We upgraded 2,447 streetlights to LED.  Combined with 2,472 converted in prior years, 
this has resulted in approximately $130,000 of energy cost savings. 

 At Waikanae town centre, we completed the cultural thread to connect Whakarongotai 
Marae with the town centre, and began the upgrade of Mahara Place.   

Significant events during the year included: 

 Closure of the Waikanae Library in February due to toxic mould.  We responded to the 
closure by opening a short-term pop-up library to ensure services could continue, and 
completed the move to another location in Mahara Place for the medium-term. Council 
also accepted the findings and recommendations of an independent review completed to 
determine the causes and has since committed to a significant asset management 
improvement programme within the Community Facilities area.  

 In February 2019, we closed the Kāpiti i-SITE due to low volumes of customer visits.  The 
closure will save $247,000 annually and allowed $100,000 of economic development 
funding to be reassigned to the events fund and other projects.   

 Following Council’s work to attract a new airline to Kāpiti, Air Chathams commenced their 
service between Kāpiti and Auckland in August 2018, 

8 The following table summarises the Council’s performance against its 91 key performance 
indicators (KPIs).  Overall the Council achieved 84% of its 2018/19 KPIs.   This is an 
improvement overall on previous results of 81% in 2017/18 and 79% in 2016/17. 

9 The KPIs not achieved include seven in the Infrastructure cluster, six in Community Services, 
and two in Governance and Tāngata Whenua.  Explanations of each KPI are provided in the 
performance measure tables in the activity chapters (pages 23-85). 

 

Key Performance Indicator status 2018/19 Count Percentage 

Achieved  78 84% 

Not achieved / not on target 15 16% 

Total KPIs 93 100% 

 

Financial results 

Changes to audited financial statements 

10 Council’s financial statements, annual report disclosure statement (prudence benchmarks) 
and cost of activity statements are presented in the Our finances section of the draft Annual 
Report 2018/19. 
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11 The audited financial statements include a number of changes to the Financial Report to 30 
June 2019 presented to the Operations and Finance Committee on 15 August 2019. These 
changes have affected the results as follows: 

 
 

12 The details of these changes are summarised below: 

 
 

Disclosure statement 

13 The Annual Report Disclosure Statement for the year ending 30 June 2019 presents the 
Council’s financial performance in relation to eight prudence benchmarks set by the 
Department of Internal Affairs to enable assessment of whether the Council is prudently 
managing its revenue, expenses, assets, liabilities and general financial dealings. 

14 The Council met seven of these benchmarks for the year ended 30 June 2019.  

15 It is important to note that, for the first time since 2013/14, the Council has achieved its 
balanced budget benchmark. This means that we are covering the full operating costs of 
providing services to the community from our income, and achieves intergenerational equity.  

16 We have been able to balance our budget through our commitment in the financial strategy 
to progressively fund depreciation with a target of fully funding depreciation by 2022/23. 
Since we began applying the financial strategy in 2015 we have contributed $25 million 
towards reducing borrowings.  Our financing costs have also come down through our net 
borrowings reducing during the year from $148.2m to $147.6m. 

17 The debt servicing benchmark also shows that the Council’s financing costs of 9% of 
operating income now falls within the recommended benchmark of 10% or below. This is due 
to our green-line strategy (reducing borrowings) and our careful treasury management. This 
was recognised by Standard and Poor’s in their upgrade of the Council’s credit rating from 
A+ to AA. 

2018/19 

Audited 

Annual report

Financial report as at 

30 June 2019 - 

Operations and 

Finance Committee

Increase/

(Decrease)

$000 $000 $000

Operating surplus 3,098                3,245                             (147)

Net assets 1,488,949        1,480,762 8,187

Amount

Operating surplus 

increase/(decrease)             

30 June 2019

Net assets 

(Decrease)/Increase 

30 June 2019

$000 $000 $000

Pre-Audit adjustments

Income from vested asset reallocated to payables 147                    (147) (147)

Changes in final roading valuation report following 

due diligence work 8,489                - 8,489

Finalisation of capital spending and property 

purchases for 2018/19 570                    - -

Audit adjustments

Correction of unit cost error in asset valuation 155 - (155)

Correction of offset in NZTA debtor against NZTA 

advance 962 - -

Correction to reclassify term deposits from cash to 

other financial assets 5,000                - -

Total (147) 8,187
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18 The following benchmark was not met: 

 Essential Services – due to the timing of the renewal cycle for the three waters assets, it 
is expected that the Council’s capital expenditure would be below the level of 
depreciation as significant renewals are not expected until around 2045 onwards.  

CONSIDERATIONS 

Policy considerations 

19 There are no policies for the Committee to consider in regard to the draft Annual Report 
2018/19.  

Legal considerations 

20 The draft Annual Report has been prepared to meet the requirements of the Local 
Government Act 2002 (the Act). The final Annual Report must contain an auditor’s opinion on 
whether it meets the requirements of the Act.  

21 The Act requires that the Council, within one month after the adoption of its Annual Report, 
must make publicly available both its Annual Report and a summary of the information 
contained in its Annual Report. The Annual Report Summary must also be audited to ensure 
that it represents, fairly and consistently, the information regarding the major matters dealt 
with in the full Annual Report. 

22 The Annual Report and the Summary Annual Report will be made available to the public on 
the Council’s website and through service centres and libraries within one month of Council 
adopting the Annual Report. 

Financial considerations 

23 There are no financial or funding implications for the Committee to consider. 

Tāngata whenua considerations 

24 A message from Tāngata Whenua has been included in this draft Annual Report. 

Strategic considerations 

25 Through its reporting of financial and service performance, the Annual Report provides a 
comprehensive and transparent demonstration of how the Council is tracking against its 
strategic outcomes. 

SIGNIFICANCE AND ENGAGEMENT 

Significance policy 

26 This matter has a low level of significance under Council’s Significance and Engagement 
Policy. 

Publicity 

27 A media release will be developed to support the public release of the Annual Report 
2018/19 following its adoption by Council. 
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RECOMMENDATIONS 

That the Committee 

28 Recommends the draft Annual Report 2018/19 (at Appendix 1) for consideration and 
adoption by Council on 26 September 2019.  

29 Delegates the Mayor, Chief Executive and Chair of the Operations and Finance Committee, 
the authority to approve minor editorial changes to the material contained in the draft 
Annual Report 2018/19 prior to it being submitted to the Council for adoption. 
 

 

APPENDICES 

1. Draft Annual Report 2018/19    
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