Report of the Auditor General

AUDIT NEW ZEALAND
Sara Arokivr Aaiaama Breach of the Local Government Act 2002

To the reader

Independent auditor's report on Rotorua District Council's 2015/25
Long-Term Plan

| om the Auditor-Genercl's appointed auditor for Rotorua District Council [the Council). Section
94 of the Local Government Act 2002 [the Act) requires an audit report on the Council’s long-
term plan (the plan). | have carrled out this cudit using the staff and resources of Audit New
Zeclond. We completed the audit an 22 July 2015,

Opinion
In my opinion, and recogniting the unique drour fucing the Council:
. the plon provides a reasonable basis for:
o long-term, integrated decision-making and coordination of the Council's

resources; and

o accountability of the Councll to the community;

. the information and assumptions underlying the forecast information In the plon are
reasonable; and
. the disclosures on pages 243 1o 245 ropresent a complete list of the disclosures

required by Part 2 of the Local Government (Finandal Reporting and Prudence)
Regulations 2014 and accurately reflect the Information drawn from the Councif's
oudited Information.

This opinion does not provide assurance that the forecasts in the plan will be achleved,
becouse events do not always occur as expected and variations may be matericl. Nor does it
guarantee complete accurocy of the information in the plon,

Without modifying our opinion, we drow your ctiention 1o the following mattars:

Uncertainties over the limit being imposed on all capital expenditure

As set out on page 8 and 9 of the plan, the Council hos decided to sat o funding envelope for
the life of this plan that funds only B5% of the planned copital expenditure programme that
the Cowncil set out in its consultation document.

in order fo ochieve this reduced level of capital expenditure over the period of the plan
without offecting levels of service the Council is required to find savings and efficiencies
totolling $56.4 million. On poge 84 of the plan the Council broadly outlines how it plons to

duce its capital expenditure, but at this stage has not Identifled any specific proposals 1o
achieve the totol level of savings required.

To the extent thot the Council is not able to ochleve these savings, the Council will need o
raduce its copital expenditure progromme or borrow to fund the shortfall with the potenticl to
Impoct on the future rates requirement, This risk is highlighted by the Coundl on pages 84 and
238 of the plan, which sers out the finandial strategy and significant assumptions.

As disclosed on poge 245 of the plon, the Council failed 1o adopt the plan before the
commencement of the first year to which it relates. This is o breach of section 93(3) of the Local
Government Act 2002,
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content that they reflect. We consider the disclosures in the plon to be adequate.

Basis of Opinion

We carrled out our work in occordance with the Auditor-General's Auditing Stondards,
relovant intermational stondards and the ethical requir in thoze dards.
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ond the application of its polic: and strategles to the forscast information in the plan. To select

oppropricte oudit procedures, we d the risk of matericl misstarement and the Council's
systens ond processas applying fo the preparation of the plon.

Owur cudit procedures incduded assessing whethen

. the Council's finonclol strategy, and the cssaciated financial policies, wpport prudent
finandial g by the Council;

. the Council's infrastruciure strategy identifias the significant infrostructure issues shat
the Councll is likely to foce over the next 30 yeary;

. the Information in the plon i bosed on materially complete and relioble asset and
activity information;

. the Council's key plans end policies have been consistently opplied in the
development of the forecast information;

. the ossumptions set out within the plon ore bosed on the best Information currently
availoble to the Council ond provide o ble and supportable basis for the
preparation of the forecast information;

. the forecost finonclal information has been properly prepared on the basiz of the
underlying information ond the pti dopted o lies with generally
occepted occounting prociice in New Zealand;

. the rationale for the Council's octivities is clearly presented and ogread levels of
sarvice ore reflected throughout the plan;

. the levels of service and perfi es are able estim and reflect

the main aspects of the Council's Intended service delivery ond performance; ond

. the relationship between the levals of service, performance measures and foracast
financiol information has been adequately explained within the plan.

We did not evaluate the security and controls over the electronic publicaticn of the plan.
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Responsibilities of the Council and auditor
The Councll ks responsible for:

. meefing all legal requirements affecting Its procedures, decisions, consultotion,
disclosures and other actions relating to the preparation of the plan;

- presenting forecost financial information In accordance with generally accepted
woounting proctice in New Zealond; ond
- havinotymondpmlnploootomobbhpnporoﬂmo’uplomhmh

free from moterial misstatement.

The Councll is also responsible for the publicoti of the long term plon, whether in printed or
electronic form.
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Independence

We hove followed the independ requir of the Auditor-General, which incorporate
those of the External Reporting Board. Other than our work in carrying out oll legally required
external audifs, we have no relationship with or interests In the Council or any of its
subsidiories.
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Clarence Suson, Audit New Zeatand
On behalf of the Auditor-General,
Tavranga, New Zealand
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