






















































 

Independent Auditor’s Report 

To the readers of Innovative Waste Kaikoura Limited’s financial statements and 
performance information for the year ended 30 June 2020 

The Auditor-General is the auditor of Innovative Waste Kaikoura Limited (the company). The 
Auditor-General has appointed me, Dereck Ollsson, using the staff and resources of Audit 
New Zealand, to carry out the audit of the financial statements and performance information of the 
company on his behalf. 

We have audited: 

• the financial statements of the company on pages 7 to 23, that comprise the balance sheet 
as at 30 June 2020, the statement of profit or loss, statement of movement in equity, 
statement of cash flows for the year ended on that date, the statement of accounting 
policies and the notes to the financial statements that include other explanatory 
information; and 

• the performance information of the company on pages 24 to 27. 

Opinion 

Unmodified opinion on the financial statements 

In our opinion, the financial statements of the company on pages 7 to 23: 

• present fairly, in all material respects: 

 its financial position as at 30 June 2020; and 

 its financial performance and cash flows for the year then ended; and 

• comply with generally accepted accounting practice in New Zealand in accordance with the 
Public Benefit Entity Accounting Standards Reduced Disclosure Regime. 

Qualified opinion on the performance information – Our work was limited over 
certain performance information  

In our opinion, except for the matter described in the Basis for our qualified opinion section of our 
report, the performance information of the company on pages 24 to 27 presents fairly, in all material 
respects, the company’s actual performance compared against the performance targets and other 
measures by which performance was judged in relation to the company’s objectives for the year 
ended 30 June 2020. 



 

Our audit was completed on 30 November 2020. This is the date at which our qualified opinion is 
expressed. 

The basis for our qualified opinion is explained below, and we draw attention to the impact of 
Covid-19 on the company. In addition, we outline the responsibilities of the Board of Directors and 
our responsibilities relating to the financial statements and the performance information, we 
comment on other information, and we explain our independence. 

Basis for our qualified opinion 

The company’s statement of service performance includes performance information about its 
response times to urgent and non-urgent call-outs, service requests received about recycling 
collection, and complaints received due to service requests not being actioned. 

Due to the company not maintaining adequate recording systems for service requests during the 
year, we were unable to assess the reasonableness of the reported performance for urgent and non-
urgent call outs, service requests about recycling collection, and service request complaints.  

Consequently, our work was limited and there were no practicable audit procedures we could apply 
to obtain satisfactory assurance over these performance measures.  

We carried out our audit in accordance with the Auditor-General’s Auditing Standards, which 
incorporate the Professional and Ethical Standards and the International Standards on Auditing 
(New Zealand) issued by the New Zealand Auditing and Assurance Standards Board. Our 
responsibilities under those standards are further described in the Responsibilities of the auditor 
section of our report. 

We have fulfilled our responsibilities in accordance with the Auditor-General’s Auditing Standards. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our qualified opinion. 

Emphasis of matter – Covid-19 

Without further modifying our opinion, we draw attention to the disclosures about the impact of 
Covid-19 on the company as set out in note 17 to the financial statements. 

Responsibilities of the Board of Directors for the financial statements and the 
performance information 

The Board of Directors is responsible on behalf of the company for preparing financial statements 
that are fairly presented and that comply with generally accepted accounting practice in 
New Zealand. The Board of Directors is also responsible for preparing the performance information 
for the company. 



 

The Board of Directors is responsible for such internal control as it determines is necessary to enable 
it to prepare financial statements and performance information that are free from material 
misstatement, whether due to fraud or error. 

In preparing the financial statements and the performance information, the Board of Directors is 
responsible on behalf of the company for assessing the company’s ability to continue as a going 
concern. The Board of Directors is also responsible for disclosing, as applicable, matters related to 
going concern and using the going concern basis of accounting, unless the Board of Directors intends 
to liquidate the company or to cease operations, or has no realistic alternative but to do so. 

The Board of Directors’ responsibilities arise from the Local Government Act 2002. 

Responsibilities of the auditor for the audit of the financial statements and the 
performance information 

Our objectives are to obtain reasonable assurance about whether the financial statements and the 
performance information, as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes our opinion.  

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit carried out in 
accordance with the Auditor-General’s Auditing Standards will always detect a material 
misstatement when it exists. Misstatements are differences or omissions of amounts or disclosures, 
and can arise from fraud or error. Misstatements are considered material if, individually or in the 
aggregate, they could reasonably be expected to influence the decisions of readers, taken on the 
basis of these financial statements and the performance information.  

We did not evaluate the security and controls over the electronic publication of the financial 
statements and the performance information. 

As part of an audit in accordance with the Auditor-General’s Auditing Standards, we exercise 
professional judgement and maintain professional scepticism throughout the audit. Also: 

• We identify and assess the risks of material misstatement of the financial statements and 
the performance information, whether due to fraud or error, design and perform audit 
procedures responsive to those risks, and obtain audit evidence that is sufficient and 
appropriate to provide a basis for our opinion. The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. 

• We obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the company’s internal control. 

• We evaluate the appropriateness of accounting policies used and the reasonableness of 
accounting estimates and related disclosures made by the Board of Directors. 



 

• We evaluate the appropriateness of the reported performance information within the 
company’s framework for reporting its performance. 

• We conclude on the appropriateness of the use of the going concern basis of accounting by 
the Board of Directors and, based on the audit evidence obtained, whether a material 
uncertainty exists related to events or conditions that may cast significant doubt on the 
company’s ability to continue as a going concern. If we conclude that a material uncertainty 
exists we are required to draw attention in our auditor’s report to the related disclosures in 
the financial statements and the performance information or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence 
obtained up to the date of our auditor’s report. However, future events or conditions may 
cause the company to cease to continue as a going concern. 

• We evaluate the overall presentation, structure and content of the financial statements and 
the performance information, including the disclosures, and whether the financial 
statements and the performance information represent the underlying transactions and 
events in a manner that achieves fair presentation. 

We communicate with the Board of Directors regarding, among other matters, the planned scope 
and timing of the audit and significant audit findings, including any significant deficiencies in internal 
control that we identify during our audit. 

Our responsibilities arise from the Public Audit Act 2001. 

Other Information 

The Board of Directors is responsible for the other information. The other information comprises the 
information included on pages 3 to 6, but does not include the financial statements and the 
performance information, and our auditor’s report thereon. 

Our opinion on the financial statements and the performance information does not cover the other 
information and we do not express any form of audit opinion or assurance conclusion thereon. 

In connection with our audit of the financial statements and the performance information, our 
responsibility is to read the other information. In doing so, we consider whether the other 
information is materially inconsistent with the financial statements and the performance information 
or our knowledge obtained in the audit, or otherwise appears to be materially misstated. If, based on 
our work, we conclude that there is a material misstatement of this other information, we are 
required to report that fact. We have nothing to report in this regard. 

  



 

Independence 

We are independent of the company in accordance with the independence requirements of the 
Auditor-General’s Auditing Standards, which incorporate the independence requirements of 
Professional and Ethical Standard 1: International Code of Ethics for Assurance Practitioners issued 
by the New Zealand Auditing and Assurance Standards Board. 

Other than the audit, we have no relationship with, or interests in, the company. 

 

    

Dereck Ollsson 
Audit New Zealand 
On behalf of the Auditor-General 
Christchurch, New Zealand 
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Key messages 
We have completed the audit for Innovative Waste Kaikoura Limited (the Company) for the year 
ended 30 June 2020. This report sets out our findings from the audit and draws attention to areas 
where the Company is doing well and where we have made recommendations for improvement. 

Audit opinion 

We intend to issue a qualified audit opinion with an emphasis of matter paragraph referring to the 
Company’s disclosure on Covid-19 implications.  

Our opinion includes a qualification on the statement of service performance because we are unable 
to verify information reported for urgent and non-urgent call outs, service requests about recycling 
collection, and service request complaints. 

The audit opinion on the financial statements is unqualified. This means that we are satisfied that the 
financial statements present fairly the Company’s activity for the year and its financial position at the 
end of the year. 

An emphasis of matter paragraph draws readers’ attention to the financial statement note where 
information on the Covid-19 impact is explained. We consider this information important in the 
current market situation. 

Matters identified during the audit  

Reporting on non-financial performance measures 

Similar to the prior year, the inability to provide sufficient supporting documentation on results 
reported in the statement of service performance was the main issue identified during the audit. 

The results of four of the measures are linked to the customer service request system operated by 
Kaikoura District Council (KDC). The Company’s reporting therefore, is impacted by the inability of 
the Council to accurately capture the actual performance.  

The Company has not implemented processes to capture the relevant data by themselves. We 
continue to recommend implementing improvements in the processes either through the co-
operation with the Council or development of own processes. 

Thank you 

We would like to thank the Board, management and staff for the assistance we received during the 
audit. 

 

Dereck Ollsson 
Appointed Auditor 
19 November 2020  
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1 Recommendations 
Our recommendations for improvement and their priority are based on our 
assessment of how far short current practice is from a standard that is 
appropriate for the size, nature, and complexity of your business. We use the 
following priority ratings for our recommended improvements.  

Explanation Priority 

Needs to be addressed urgently 

These recommendations relate to a significant deficiency that exposes the 
Company to significant risk or for any other reason need to be addressed 
without delay. 

Urgent 

Address at the earliest reasonable opportunity, generally within six months 

These recommendations relate to deficiencies that need to be addressed to 
meet expected standards of best practice. These include any control weakness 
that could undermine the system of internal control. 

Necessary 

Address, generally within six to 12 months 

These recommendations relate to areas where the Company is falling short of 
best practice. In our view it is beneficial for management to address these, 
provided the benefits outweigh the costs. 

Beneficial 

1.1 New recommendations 

The following table summarises our recommendations and their priority. 

Recommendation Reference Priority 

Compliance with legislative requirements 

Provide Statement of Intent to the shareholders within 
timeframe required by the Local Government Act 2020. 

4.1 Necessary 

1.2 Status of previous recommendations 

Set out below is a summary of the action taken against previous recommendations. 
Appendix 2 sets out the status of previous recommendations in detail. 

Priority Priority 

Urgent Necessary Beneficial Total 

Open 2 – 1 3 

Implemented or closed – 2 – 2 

Total 2 2 1 5 
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2 Our audit report 

2.1 We intend to issue a modified audit report 

We intend to issue a modified audit report upon receipt of the signed 
financial statements and representation letter. 

The audit report is unqualified for the financial statements. This means we 
are satisfied that the financial statements present fairly the Company’s 

activity for the year and its financial position at the end of the year. 

We intend to issue a qualified audit opinion on the statement of service performance. 
During our audit work, we were unable to obtain sufficient audit evidence on results of 
measures included in the statement of service performance that relate to urgent and non-
urgent call outs, service requests about recycling collection, and service request complaints. 

In forming our audit opinion, we considered matters included in sections 2 and 3 of this 
report. 

2.2 Uncorrected misstatements 

The financial statements are free from material misstatements, including omissions. During 
the audit, we have discussed with management any misstatements that we found, other 
than those which were clearly trivial.  

There were no significant misstatements identified during the audit that required 
correcting. 

2.3 Uncorrected disclosure deficiencies 

All disclosure deficiencies were corrected by management. 

2.4 Uncorrected performance reporting misstatements 

All performance reporting deficiencies were corrected by management. 

2.5 Corrected misstatements 

We have not identified any financial statement misstatements that would need to be 
corrected by management. 



 

 6 

2.6 Corrected disclosure deficiencies 

We have identified the following disclosures that have been corrected by management. 

Detail of disclosure deficiency 

Wage subsidy accounting policy not included 

The disclosure did not have an accounting policy on wage subsidy as required under the 
accounting standard, PBE IPSAS 23: Revenue from Non-Exchange Transactions. 

Covid-19 impact disclosure not included 

As a result of Covid-19, we requested all of our clients to disclose how Covid-19 impacted 
their operations. This was communicated with management prior to the audit. The initial 
draft however, did not include this disclosure. The annual report was subsequently adjusted 
to include relevant explanations. 

Minor inconsistencies between comparative figures and prior year audited annual report 

The annual report was adjusted to correct minor inconsistencies between the comparative 
figures and the prior year audited annual report. 

2.7 Corrected performance reporting misstatements 

Detail of misstatement 

Health and Safety performance measure  

The reported measure on total recordable injury frequency rate (TRIFR) and lost time injury 
frequency rate (LTIFR) had to be adjusted as incorrect values were being used to calculate 
the reported rate. 

Performance measures not included 

The statement of service performance was adjusted to include financial and non-financial 
measures set out in the Company’s statement of intent. 

Minor wording errors in the performance measures 

The statement of service performance was adjusted to correct minor wording inconsistencies 
between the statement of intent and the annual report. 

2.8 Quality and timeliness of information provided for audit 

Management needs to provide information for audit relating to the annual 
report of the Company. This includes the draft annual report with supporting 
working papers. We provided a listing of information we required to 
management on 28 August 2020. This included the dates we required the 
information to be provided to us.  

The information received from the management was of a good quality. Management and 
the accountant responded timely to our audit queries.  
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3 Matters raised in the Audit Plan 
In our Audit Plan, we identified the following matters as the main audit risks 
and issues. 

 

Audit risk/issue Outcome 

The risk of management override of internal controls 

There is an inherent risk in every 
organisation of fraud resulting from 
management override of internal 
controls. Management are in a unique 
position to perpetrate fraud because of 
their ability to manipulate accounting 
records and prepare fraudulent financial 
statements by overriding controls that 
otherwise appear to be operating 
effectively. Auditing standards require us 
to treat this as a significant risk on every 
audit. 

To address this risk, during the audit we: 

• tested the appropriateness of journal 
entries and other adjustments made in the 
preparation of the financial statements; and 

• evaluated the business rationale of any 
significant transactions that were outside 
the normal course of business, or that 
otherwise appeared to be unusual given our 
understanding of the Company. 

We found no indications of management override 
which would result in a material misstatement in 
the financial statements, due to fraud. 

Statement of Service performance 

In the 2019 financial year, the Company 
was not able to report on all 
performance measures included in the 
Statement of Intent. 

The Company was unable to report 
results against the measures relating to 
attendance times for urgent and non-
urgent call outs. This is because there 
are no formal systems in place to record 
attendance times. 

Results relating to recycling service 
request measures may be incomplete. 
The Company uses information derived 
from Kaikoura District Council (KDC) 
customer service requests system – 
Ozone. However, Ozone was not 
updated systematically throughout the 
year for the service requests that were 
made to the Company directly (instead 
of to the Council). 

Upon of the review of statement of service 
performance, we found that of the ten non-
financial performance measures that the Company 
has reported against, results for two measures 
were unavailable, and the results of two others are 
potentially incomplete: 

Urgent and non-urgent call outs 

The Company was unable to report results against 
the measures relating to attendance times for 
urgent and non-urgent call outs. This is because 
there are no formal systems in place to record 
attendance times. 

Recycling service request and customer 
complaints 

Results relating to recycling service request 
measures may be incomplete. The Company uses 
information derived from KDC customer service 
requests system – Ozone. In 2019, we identified 
that Ozone was not updated systematically 
throughout the year for the service requests that 
were made to the Company directly (instead of to 
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Audit risk/issue Outcome 

These issues led to a qualified audit 
opinion. 

The 2018/19 Annual Report included 
also waste diversion rate, additional 
measure to those in Statement of Intent. 
We were able to confirm the calculation 
methodology and input data, therefore 
this measure was no longer qualified in 
our audit report. 

the Council). In 2020, we identified that there has 
been no changes to the process over the year. 

These issues led to a qualified audit opinion. 

In the prior year we raised a recommendation to 
implement formal systems to capture data 
relevant to these performance measures. This 
recommendation has not been addressed.  

Innovative Waste Kaikoura Limited’s future plans 

The service contract with KDC for the 
maintenance of the Council’s three 
waters assets is coming to an end. The 
three waters contract provides 
approximately 30% of total revenue to 
the Company. 

The end of the landfill life is also 
approaching. There is uncertainty 
regarding future scope of waste services 
required from the Company. 

The Board should prepare a formal going 
concern assessment to conclude if the 
financial statements can be prepared on 
going concern basis. 

To address this risk, during the audit we: 

• Reviewed the management’s forecast for 
2021 and 2022 for any indication of going 
concern issues; 

• Discussed with the management their views 
on the Company’s ability to going concern;  

• Discussed with the management on the 
process of the contract renewal with the 
Council; and 

• Confirmed the expected landfill life. 

Based on the work performed, we assessed the 
Company to be going concern. 

Covid-19 virus 

The announcement that the Covid-19 
virus is a global pandemic has had a 
significant impact on the majority of 
organisations and its people across the 
globe. On 11 March 2020, the World 
Health Organisation declared the 
outbreak of a coronavirus (Covid-19) a 
pandemic and two weeks later the New 
Zealand Government declared a State of 
National Emergency. From this the 
country entered alert level four, and was 
in lockdown for approximately five 
weeks. As a result, economic 
uncertainties arose which are likely to 
negatively affect the Company’s 
operations and services. 

Covid-19 will have many impacts on how 
the Company carry out its daily business. 

Through discussion with management we gained 
an understanding of how the Company’s 
operations have been impacted by Covid-19. 

We confirmed that the disclosures included in the 
financial statements fairly present the Covid-19 
implications. 
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Audit risk/issue Outcome 

This could impact how the Company 
operates, how the Company accounts 
for transactions and report on them in 
the financial statements, potentially the 
control environment overall, and even 
financial viability. 

We will need to get an understanding of 
what changes are happening as a result 
of Covid-19 across the Company, and 
then understand if any of these changes 
result in new risks or changes to the 
level of risk we had previously identified.  
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4 Public sector audit 
The Company is accountable to Kaikoura District Council and to the public for 
its use of public resources. Everyone who pays taxes or rates has a right to 
know that the money is being spent wisely and in the way the Company said 
it would be spent.  

As such, public sector audits have a broader scope than private sector audits. As part of our 
audit, we have considered if the Company has fairly reflected the results of its activities in 
its financial statements and non-financial information.  

We also consider if there is any indication of issues relevant to the audit with: 

• compliance with its statutory obligations that are relevant to the annual report;  

• the Company carrying out its activities effectively and efficiently;  

• the Company incurring waste as a result of any act or failure to act by a public 
entity;  

• any sign or appearance of a lack of probity as a result of any act or omission, 
either by the Company or by one or more of its members, office holders, or 
employees; and 

• any sign or appearance of a lack of financial prudence as a result of any act or 
omission by a public entity or by one or more of its members, office holders, or 
employees. 

We have raised recommendations in prior years regarding the sensitive expenditure policy. 
Appendix 1 and 1-A include details about the current status of these recommendations. 

4.1 Compliance with legislation requirements 

Clause 2 and 3 of Schedule 8 in the Local Government Act 2002, requires the draft 
Statement of Intent (SOI) to be delivered to the shareholders by 1 March and the final 
Statement of Intent to be delivered by 30 June of each year.  

The draft 21J SOI was delivered to Kaikoura Enhancement Trust (shareholder) on 
15 March 2020. The completed SOI is however yet to be delivered. 

Recommendation 

The Statement of Intent is delivered to shareholders within the statutory timeframes. 

 Management comment 
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5 Useful publications 
Based on our knowledge of the Company, we have included some 
publications that the Board and management may find useful.  

 

Description Where to find it 

Covid-19 Impact on Public Sector Reporting 

The state of emergency in response to the 
Covid-19 coronavirus has significantly 
impacted most public sector entities. The 
consequences for the completion of annual 
reports and the annual financial statements 
are one part of this impact. 

We are developing a series of Bulletins in 
response:  

• revaluations of property, plant and 
equipment and investment property; 

• service performance reporting; and 

• financial reporting. 

On our website under good practice. 

Link: Covid-19 bulletins 

Client updates 

As part of our response to the Covid-19 
situation, we developed online client 
updates to replace the in-person sessions 
that were cancelled.   

This year’s material is accessible via video 
presentations on our website. You can 
explore the material at a pace that takes 
account of your busy schedule.  

The themes respond to challenges that our 
clients now face, such as planning for 
unexpected events or dealing with additional 
reporting requirements related to Covid-19 
and climate change. 

On our website under publications and 
resources. 

Link: Client updates 

Tax matters  

As the leading provider of audit services to 
the public sector, we have an extensive 
knowledge of sector tax issues. These 
documents provide guidance and 
information on selected tax matters. 

On our website under good practice. 

Link: Tax Matters 

Link: Reduction in deferred tax on buildings 

https://auditnz.parliament.nz/good-practice/public-sector-reporting
https://auditnz.parliament.nz/good-practice/information-updates/2020-client-updates
https://auditnz.govt.nz/publications-resources/tax
https://auditnz.parliament.nz/good-practice/tax/deferred-tax-on-buildings
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Description Where to find it 

Client substantiation file 

When you are fully prepared for an audit, it 
helps to minimise the disruption for your 
staff and make sure that we can complete 
the audit efficiently and effectively. 

We have put together a tool box called the 
Client Substantiation File to help you 
prepare the information you will need to 
provide to us so we can complete the audit 
work that needs to be done. This is 
essentially a tool box to help you collate 
documentation that the auditor will ask for. 

On our website under good practice. 

Link: Client Substantiation File 

Conflicts of interest 

The Auditor-General has recently updated 
his guidance on conflicts of interest. A 
conflict of interest is when your duties or 
responsibilities to a public organisation could 
be affected by some other interest or duty 
that you have. 

The update includes a printable A3 poster, 
an animated video on predetermination and 
bias, gifts and hospitality, and personal 
dealings with a tenderer. There is also an 
interactive quiz.  

These can all be used as training resources 
for your own employees.  

On the Office of the Auditor-General’s 
website under 2019 publications. 

Link: Conflicts of interest 

Good practice 

The OAG’s website has been updated to 
make it easier to find good practice 
guidance. This includes resources on: 

• audit committees; 

• conflicts of interest; 

• discouraging fraud; 

• good governance; 

• service performance reporting; 

• procurement; 

• sensitive expenditure; and 

• severance payments. 

On the OAG’s website under good practice. 

Link: Good practice 

 

https://www.auditnz.govt.nz/publications-resources/csf
https://oag.parliament.nz/good-practice/conflicts-of-interest
https://www.oag.govt.nz/good-practice
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Appendix 1:  Status of previous recommendations 

Open recommendations  

Recommendation First raised Status 

Urgent 

Measuring service performance 

Implement a formal system to record and 
monitor attendance times for call-outs. 

2019 No progress made 

Based on discussion with the 
management, the Company has 
implemented a new process where 
the call-outs are attended with 
Company vehicles with GPS system 
installed.  

However, it was identified during our 
work that in 2019/20, a private car 
was also used by one of the 
employees to attend call-outs. As 
private cars do not have GPS 
installed, we were unable to confirm 
the accuracy of the attendance 
times. 

Management comment 

  

Measuring service performance 

Establish a system to capture service 
requests and complaints made directly to 
the Company. 

2019 No progress made 

Based on discussion with the 
management, the Company still 
continues to not have access to 
KDC’s system, Ozone.  

Management comment 
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Recommendation First raised Status 

Beneficial 

Sensitive expenditure 

Update the sensitive expenditure policy to 
include proper guidance on all relevant 
matters set out in the OAG guidelines. 

2019 Some progress made 

As part of the sensitive expenditure 
policy review, we have reviewed the 
updated policy (as at June 2019) 
against the OAG guidelines. 

Based on our review, there has been 
some progress on the 
recommendation raised in prior 
year. 

However, we have identified areas in 
which the Company’s sensitive 
expenditure policy could be 
improved. 

Please see Appendix 1-A below for 
the areas of improvement identified. 

Management comment 
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Implemented or closed recommendations 

Recommendation First raised Status 

Accounting policy 

Review and update the Statement of 
Accounting Policies. 

2019 Closed 

Based on our review of the 
depreciation expense, we are 
comfortable that the depreciation 
rates used are consistent with the 
rates set out in the Statement of 
Accounting Policies.  

Valuation of year end recycled material stock 

To be able to value the year end recycled 
material stock: 

• Undertake a year end stock take on 
recyclable products. 

• Calculate the labour cost involved in 
producing a bale of recycled product. 

2018 Closed 

The management has performed 
year-end stock take of the recycled 
materials and have calculated the 
labour costs.  

Due to the fact that the value of 
inventory was highly immaterial we 
accept that it has not been recorded 
in the financial statement. 
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Appendix 1-A 

To ensure consistency with the OAG guidelines, we would suggest the following guidelines to be 
included in the sensitive expenditure policy: 

• Process for cancelling and destroying credit cards; 

• Credit card limits are set by the entity (not by the cardholder) at the minimum necessary to 
enable the cardholder to undertake their duties for the Company; 

• Consequences of unauthorised use, and who is responsible in the case of misuse of the 
credit card; 

• Credit cards should not be used to obtain cash advances unless cash is required in an 
emergency, or cash is required for official purposes; 

• Internet purchases using credit cards need to reflect good security practice; 

• Procedures on the use of telecommunication equipment during travel – including what 
costs are reimbursable for telephone calls and Wi-Fi usage; and 

• Receipt of gifts, except for inexpensive gifts that are openly distributed by suppliers and 
clients, to be disclosed, to be recorded in a gifts register, and to remain the property of the 
entity. 

We have discussed this with the management and confirmed that they will review the policy and 
update as required. 
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Appendix 2:  Disclosures 

Area Key messages 

Our responsibilities in 
conducting the audit 

We carried out this audit on behalf of the Controller and 
Auditor-General. We are responsible for expressing an independent 
opinion on the financial statements and performance information 
and reporting that opinion to you. This responsibility arises from 
section 15 of the Public Audit Act 2001. 

The audit of the financial statements does not relieve management 
or the Board of their responsibilities. 

Our Audit Engagement Letter contains a detailed explanation of the 
respective responsibilities of the auditor and the Board. 

Auditing standards We carried out our audit in accordance with the Auditor-General’s 
Auditing Standards. The audit cannot and should not be relied upon 
to detect all instances of misstatement, fraud, irregularity or 
inefficiency that are immaterial to your financial statements. The 
Board and management are responsible for implementing and 
maintaining your systems of controls for detecting these matters. 

Auditor independence We are independent of the Company in accordance with the 
independence requirements of the Auditor-General’s Auditing 
Standards, which incorporate the independence requirements of 
Professional and Ethical Standard 1 (Revised): Code of Ethics for 
Assurance Practitioners, issued by New Zealand Auditing and 
Assurance Standards Board. 

Other than the audit, we have no relationship with, or interests in, 
the Company. 

Fees The audit fee for the year is $24,910, as detailed in our Audit 
Proposal Letter.  

No other fees have been charged in this period.  

Other relationships We are not aware of any situations where a spouse or close relative 
of a staff member involved in the audit occupies a position with the 
Company that is significant to the audit. 

We are not aware of any situations where a staff member of Audit 
New Zealand has accepted a position of employment with the 
Company during or since the end of the financial year. 
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