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Waikato Local Authority Shared Services Limited
Annual Directors' Report to Shareholders
30 June 2016

Annual Directors' Report to Shareholders

Waikato Local Authority Shared Services Limited (WLASS) was incorporated in December 2005. On 4 April 2018,
the name registered with the Companies Office was changed to Waikato Local Authority Shared Services Lid, {o
distinguish it from other local authority shared services companies around New Zealand. This is the elevenih
WLASS annual report, and covers the period 1 July 2015 to 30 June 2016.

Message from the Directors

During the past year, the Company has confinued to focus on demonstrating the value that WLASS delivers to the
shareholding councils. A record of the benefits that have been achieved during the past year has been maintained,
and ie outlined in mare detail in the section an Achievements later in this report. The Board has continued to focus
on improving the efficiency and effectiveness of the existing shared services, initiating new projects and work
streams, and facilitating the Walkato Mayoral Forum work streams. The Company confinues o work collaboratively
with BOPLASS, MWLASS and HBLASS, with the CEOs of each company meeting about three times per year,

The Company continues to operate cost effsctively with the services of a part-time contracted CEO, patt-time
contracted Company Secretary and a part-time contracted Financial Accountant,

The three mature WLASS operations (the Shared Valuation Data Service (SVDS), the Waikato Regional
Transportation Model (WRTM), and the Insurance Advisory Group) continue to dellver value, SVDS has successfully
negotiated two additional data sales contracts, with a furiher sales contract in progress, which has contributed to
reducing the operating cost.

The external contract for managing WRTM terminated on 30 June 2016 and WRTM will be managed by RATA from 1
July 2016. During the year, the operational coniract was publicly re-tendered and a new contract was let.

The draft Statement of Intent signalled proposals to bring RATA (which was initiated by the Waikato Mayoral Forum})
and the Waikato Building Consent Group into WLASS. In addition, the Board also resolved to bring Future Proof into
WLASS, and these three new activities wiil commence from 1 July 2016, which will enable consalidated reporting an
these aclivities to all shareholders.

The Company continues to act as the legal entity to manage contracts arising from the work of the Waikato Mayoral
Forum, as well as providing administrative support to the Forum.

Each year, WLASS undertakes a survey of the shareholding councils to assess the level of satisfaction with WLASS
setvices, Thesa surveys have been undertaken since 2007/08, although the questions and scales have been aliered
from year to year. A summary of the results and trends is shown balow.
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Overat, the results show that the shareholding councils continue to be satisfied with the efforts being made by
WILASS to advance shared services projects across the region.
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Waikato Local Authority Shared Services Limited
30 June 2016
{continued)

Governangce

WLASS has twelve Directors with each Director representing a shareholder Council. Each Director is currently a
Chief Executive of a lecal authority. [t is up to each shareholding Council to decide on their representative. In
addition, the Board may appoint up to three professional directors to supplement the Directors’ expertise, There are
currently no independent Directors.

During the year, David Hammond resigned as a Director, and the Board thanks him for his contribution. Rob
Williams is his replacement, transferring from being the appointee of Taupo District Council to that of Thames
Coromandel! District Council. The Taupo District Councll position has been filled by Gareth Green.

The Board looks farward to continuing to build on the WLASS platform that has been established over the past 11
years, and will continue to consider new shared service opportunities that will help to achieve further benefits for

shareholders.

The councils of the YWaikato Region have put in place a Coungil Controlled Organisation (as defined in Part 5 of the
Lacal Government Act 2002), o develop and deliver shared services, and to procure services which are available to
be joined by any of the 12 shareholding councils that choose to do so. WLASS can also provide a company structure
for any Councll that wishes to develop new services, under which they can develop and promote services to other
local authorlties and external parties.

As part of this strateglc collaboration, WLASS now provides support to the Waikato Mayoral Forum and to the
working parties established by it.

Over the period that the company has been operating, a variety of benefits have been delivered in the form of:

Improved levels and quality of service

Co-ordinated approach to the provision of services

Reductions in the cost of services

Opportunily to develop naw initiatives

Opportunity for all councils, imespective of location or size, to banefit from joint initfatives
Leveraging procurement opportunities through economies of scale resulting from a single entity
representing councils

& & & % » »

The WLASS Directors continue to seek new opportunities, either from internal investigations or from sharehaolder
initiatives that are presented to it with a sound business case. New services will only be adopted where a business
case shows that they provide some form of benefit to the shareholders. The benefits that may be gained include the
development of intellectual property through new business services, protection of Council data, improved levels of
service, efficiencies and/or reduced cost. All proposals are presented to the Board for approval prior to
implementation.



Waikato Local Authority Shared Services Limited
30 June 2016
(continued)
Performance Measures
The following performance measures were incorporated into the Statement of intent for the 2015/16 financial year.

TARGET METHOD MEASURE OUTCOME
PROCUREMENT: Procurement is from A minimum of three new Achieved: Three new
sources offering best procurement injtiatives procurement initiatives have
Joint procurement value, service, continuity { investigated per annum and been implemented (Laboratory
initiatives for goods of supply, and/or business cases developed if Services (b-year term), IT
and services for apportunities for considered appropriate. Professional Services Panel
WLASS councils will integration. (3-year term, with a 2-year right
be investigated and ‘ of renewal), internal Audit
implemented. Services (3-year term).
initiatives which are Achieved:The Laboratory
implemented shall provide Services contract is expected to
financial savings and/or save over $170,000 p.a. if all of
improved service levels to the | the eligible councils participate.
participating counclls. The IT Professional Services

Panel provides discounted
hourly rates of between and

0 — 50% off market rates,
averaging 10.4% over the 22
suppliers.

The Internal Audit Services
contract provides discounted
hourly rates of between 25 —
30% off market rates, plus a
number of additional, value
afided services at no cost. The
fees will remain unchanged for 3

years.
New suppliers are awarded Achisved: The Laboratory
contracts according to the Services contract is an
WLASS Financial Delegations | extension of an existing Waikato
Paolicy. Regional Council contract, which

was originally competitively
tendered. Both of the other
contracts were publicly tendered
and awarded in accordance with
the WLASS Financial
Delegations Palicy.

COLLABORATIVE The focus is on shared | A minimum of three priority Achieved: Five new
PROJECTS: sarvices which will projects for collaboration are | collaboration projects were

benefit all councils. identified per annum. implemented during 2015/16:
Priorities for EECA Collaboration Agreement;
collaboration are development of a regional GIS
identified, business Data Portai;
cases are developed transfer of the Walkato Building
for the highest priority Consent group into WLASS;
projects, and the the permaneant establishment of
projecis are RATA within WLASS;
implamented. the transfer of Future Proof into

WLASS.
If considered of value, Achieved: All proposals were

business cases are developed { approved following the

for approval by the Board, and | consideration of a report to, and
the projects are implemented. | a resolution of, the WLASS
Board.
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Waikato Local Authority Shared Services Limited

30 June 2016
(continued)
EXISTING WLASS Appointed vendors The WLASS Contracts Achieved: The Contracts
CONTRACTS: deliver on the terms of Register is maintained and Register is up-fo-date.
their cantracts and managed.
Existing contracts are | dellver value to the
managed and shareholders. Contracts which are due for Achieved: The NZ Post contract
renegotiated as renewal aré tested for has been extended for 2 years
required. competitiveness and either on the existing terms and
renegotiated or tendered conditions.
through a competitive process.
CASHFLOW. The Financial ) Monthly financial statements | Not achieved: Cash flow for the
Accountant reviews show a positive cashflow year shows a decrease in total
The company shall cashfiow monthly. position. cash held of $10,844.
maintain a positive
cashfiow position. The WLASS Board The company still maintains a
revisws the financial safe cash position, with cash,
statements quarterly. cash equivalents and bank
account balances at the end of
June 2016 being $682,673.
COST CONTROL: The Financial Administration expenditure Achieved: Actual expenditure
Accountant and Chief shall not exceed budget by was 19% favourable compared
Administration Exscutive review more than §%, unless prior to budget.
expenditure shall be expenditure monthly. approval is obtained from the
managed and Board. Reporls on the financial position
monitored. The WLASS Board were considered at WLASS
reviews financial Board meetings on 21 August
statements quarterly. and 3 November 2015, and on
15 February, 1 April and 40
June 2018,
REPORTING: The Chief Executive The Board shall provide a Achieved: The 2015/16 WLASS
prepares a written report | wriiten report on the business | Annual Report is being provided.
Six monthly reports for the WLASS Board operations and financial
provided to every meeting. position of the WLASS to the
Shareholders. Shareholders every six The 6-monthly report was sent
One 6-monthly and one | months. to all shareholders on 27
Annual Report are January 2016.
prepared for * § Note that every second report
shareholders. shall be the Annual Repont,
which includes a report that all
of the statutory requirements
of the WLASS are being
adhered to.
-5-
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Waikato Local Authority $hared Services Limited
30 June 2016
(continued)

WAIKATO MAYORAL
FORUM:

The company shall
provide administrative
support and updates
on Mayoral Fortm
workstreams to the
Mayoral Forum.

Mayoral Forum projects
shall be managed
financially through the
WLASS.

Updates en Mayoral
Forum projects shall be
co-ordinated by the

WLASS Chief Executive.

Note:

The current approved
workstreams are:

= Roading (RATA)

* Economic
Development

« Regutatory Bylaws and
Policles

» Waters

* Waikato Spatial Plan

The Mayoral Forum is
regularly updated on the
progress of each approved
workstream,

Approved involces for Mayoral
Forum projects are pald by the
20th of the month foliowing
their recaipt.

Achieved: Progress reports were
provided {o the Mayorat Forum
on 7 September and 18
November 2015, and 22
February and 18 April 2016.

Achieved: All approved invoices
were paid by the 20th of the
month following their receipt,

SHARED VALUATION
DATA SERVICES
(SVDS):

The SVDS is reliable,
well maintained and
available to all users.

A Contract Manager is
appointad for SVDS.

Contract Manager
monitors performance of
contractor and reports
quarterly to the SVDS
Advisory Group.

The SVDS is avallabie to
users at least 89% of normal
working hours.

All capital enhancement work
is supported by a business
case and appraved by the
SVDS Advisory Group.

The SVDS Advisory Group
meets at least 8-monthly.

Achieved: SVDS was available
to users for more than 99% of
normal working hours.

Not Applicable: Na capital
enhancement work was
undertaken during 2015/18.

Achieved: The SVDS Advisory
Group met five times - on 6
August and 5 Novamber 2015,
249 January (teleconference),
10 March and 2 June 2016.

B




Waikato Local Authority Shared Services Limited
30 June 2016
{continued)

WAIKATO REGIONAL | A Contract Manageris | Al modelling reporis Achieved: The model supplier

TRANSPORT MODEL | appointed for WRTM. requested from the model reports quarierly on service

(WRTM): supplier are actioned within performance. All modelling
Contract Manager the agreed timeframe, scope | reports were actioned within the

The WRTM is reliable, | monitors performance of | and budget. agreed timeframe and scope;
well maintained and the model supplier ’ o two projects were under the
available to all users. (cureently Traffic Design budget estimate and one was

Group) and reporis slightly aver.

quarterly to the WRTM

Project Advisory Group. | A report by the Coniract Not Achieved: Only one report

Manager on any new
developments and on the

was provided to the Board, at
their meeting on 15 February

status of the model is provided | 2016.
o the WLASS Board at least

every six months.

Achieved: WRTM Census
update base model was

The quality of the base model
complies with NZTA guidelines

(as set out in the NZTA's

Economic Evaluation Manual),

and is independently peer

reviewed each time the model

is updated.

campleted in August 2015. The
Peer reviewer has been
engaged from the outset of the
project.All technical notes and
the base model have been
signed off by the peer reviewer.
Peer reviewer is scheduled to
sign off the Future Madels in late
2018,

SHAREHOLDER
SURVEY:

Shareholders are

An annual survey of
shareholders is
unhdertaken to assess
satisfaction levels with

A survey of shareholders is

undertaken each year, and the

results are reported to all
shareholders.

Achieved: A survey was
undertaken In May 2016, and
the resuits are included in this
report.

satisfied with the WLASS,

performance of For the 2015/16 survey, the

WLASS, scale of response has been
changed from yes, partially,
barely, no, don't know/not
applicable to very satisfied,
satisfied, partially satisfied,
dissatisfied and don't know/not
applicable. The resuls for the
2015/6 year are based on the
percentage of very satisfied and
safisfied responses. Responses
of "Don't know" and "N/A" have
been excluded from the resuifs.

REVIEW OF The benefits of WLASS | Information on the financial Achieved: Information on the

BENEFITS: {including financial and | and non-financial benefits achievements of WLASS aver

non-financial being achieved by WI.ASS are | the past 12 months are included

Shareholders are achieverments) are included in the 8-monthly and | in this report and as part of

informed of the benefits | regularly analysed and | Annual Report to these performance measures.

being provided to reportad to shareholders.

shareholding councils | shareholders,

by WLASS,

-7-
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Waikato Local Authorif}msﬁared Services |imited
: 30 June 2016
{continued)

WLASS Achlevements

In August 2015, WLASS published its first summary report of the benefits that WLASS has achieved since its
incepiion, titled "Collaboration in Action”. Many of those projects are ongoing and the details are not repeated here.
This overview outlines new projects and updates WLASS's achievements during 2015/18.

PROCUREMENT
Internal Audit Services

A closad Request for Proposal for Internal Audii Services was issued to all five Tier 1 All of Government providers of
audit services on 10 February 2016. Four companles responded, and following the evaluation process, KPMG were
selected as the preferred provider. The contract term is 3 years, and there Is no commitment on the value or volume
of services required from each participating council. Each council will be invoiced directly for the services provided.
Joining Agreements have been sent to each shareholding counell. As at 30 June 2018, only one council had signed
up, but more are expected to participate. The contract has achieved discounted hourly rates of between 25 ~ 30% off
market rates, plus a number of additional value added services, which wilt be provided at no cost. The fees have
been discounted to the same extent as KPMG's largest clients, and will remain unchanged for the term of the
contract. The value of the additional services has been estimated at $92,615, and includes the following:

+ Meeting with Audit NZ to understand their requirements and ensuring no duplication of effort or gaps in coverage in
the audit plan for each participating council

* Asslstance with developing and validating the annual internal audit plans

* Hosting an annual risk event, including risk training and facilitation of a combined risk profile, for representatives
from the participating councils

* Having a dedicated Programme Management Office for Waikato LASS (at no cost to the participating councils)

* Consolidating audits of similar areas to aliow sharing of good practice across the participating councils

* Hosting an annual “insights” workshap to share industry updates and learnings from the audits performed

+ Providing a 2-hour fraud awareness training session for nominated staff from all participating councils.

Laboratory Testing Services

The Laboratory Testing Services contract is an extension of an existing contract that Waikato Regional Council
previously held with R J Hill Laboratories Limited. The scope of the services provided has been extended to include
testing of frade waste, effluent and waste water {which were not included in the Regional Council's original contract).
The contract term is 5 years, and there is no commitment on the value or volume of services required from each
participating council. Each council will be invoiced directly for the services provided. The contract is expacted to
save over $170,000 p.a. if all of the councils who initially indicated an interest participate. Joining Agreements have
been sent to each shareholding council. As at 30 June 20186, two councils had signed up,

Information Technology Professionat Services Panel

The IT Managers’ Working Party identified the need fo set up a pansl of Information Technology Service providers to
help meet the ongolng demand and support required for shareholders' in-house Information Services depariments.

A Request for Proposal was developed and submitted onto the Government Electronic Tenders Service. Tenders
closed on 15 April 2016, and an evaluation was completed. The Panel comprises 22 Information Technolagy service
providers, each operating under individual Framewark Agreements with WLASS, similar to the WLASS Professional
Services Panel that was established two years ago. Each participating council will enter into a Joining Agreement,
which will give them access to the Panel under the terms of the Framework Agresment, Projects will he offered
through a Request for Service process from a participating council to the appropriate Panel member(s). A typical
ongagement will be on & project by project basis. However, some services may involve input to parts of projects or to
a wark package comprising a number of projects within a programme of work.

The range of information Technology disciplines Included in the Panel is anticipated to cover off most of the types of
projects that the participating Councils typically undertake. Juoining Agreements were provided to all sharehoiders in
July 2016. Savings range from 0 - 50% off cuirent market rates, and average 10.4% over the 22 suppliers.

Waikato Regional Aerial Photography Syndicate (WRAPS)

A Request for Proposal was developed and submitted onto the Government Electronic Tenders Service, with tenders
closing on 12 June 2016. The tender evaluation is in process, with the contract expected to be let in August.
External funding of $84,000 has been secured from LINZ and the Universily of Waikato, which will offset the cost to
shareholders.
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Waikato Local Authority Shared Services Limited
30 June 2016
(continued)

All-of-Government (AoG) and Syndicated Contracts

A report on the shareholders’ AoG contracts spend and savings for 2015/16 will not be avallable until mid-August.
Details will be included in the 2016117 six-monthly report,

Eight of the 12 shareholding councils participate in the Ministry of Befence’s syndicated contract with BP Oil NZ Ltd.
Savings achieved by the participating councils in 2015/16 amounted to $322,000 for a fotal spend of $1,325,000 (a
24.3% saving on national pump prices). While one council cannot easily participate due to the lack of BP service
stations within their district, the three other non-participating councils have been made aware of the savings patential
of joining this contract.

N3

In 20158, N3 reported savings of $862,000 (25%) for the group, for a total spend of just over $2M. it should be
noted that these savings are based on full retail price. The WLASS membership fee for 10 councils (Rotorua and
Taupo are part of the BOPLASS scheme) is $18,000 p.a., a saving of $4,000 over the individual membership fees
which were being paid prior to the WLASS contract.

SHARED SERVICES
insurance

The insurance programme was renewed on 1 November 2015, Through the continued collective purchasing
arrangement under the WLASS agreement, the member councils were able ta achieve a saving of approximately
8.5% on total premium spend, whilst the total declared values for the Material Damage policy increased by
approximately 6%. This makes the effective saving approximately 14%.

In addition to a successful renewal outcome, other work has been completed, including:
Natural Disaster | oss Modelling

With the proposed changes In Central Govemnment funding in respect of infrastructure assets, Loss Modelling work
has been undertaken to establish Probable Maximum Loss (PML) estimates for some of the member councils. This
work is being done using a phased approach, with Waikate Regional, Waikato and Waipa District Councils, being the
first to have this work undertaken. The impacts of these studies have been discussed with individual councils at their
Audit and Risk Committee meetings. Phase two of this work is currently being undertaken and Treasury have
confirmed that they will contribute 50% of the costs.

Cyber Liabilify Insurance

With Cyber Liability being recognised as one of the fastest growing exposures fo organisations, an opfion for this
cover was consldered by the Insurance Advisory Group. Four Councils have elected to purchase this cover, being
Walikato Regional, and Walkato, Waipa and Matamata Piako District Councils,

In addition fo the above, following the changes in Health and Safety legislation, an option for increased Hmits of cover
under the existing Statutory Liability Insurance ($1,000,000 to $2,000,000) programme is being investigated prior to
the next insurance programme renewal in November,

Shared Valuation Data Service (S8VDS)

At the end of the financial year, twa additional data sales contracts were signed and one was slill under negotiation,
which should result in the revenue budget in 2016/17 being exceeded,

Last year was the first year where the full impact of the cost reductions for the software contract itself, and the other
support services, have impacted favourably on the member charges. However, a note of caution needs to be
sounded with respect to these reductions. With hindsight, the effect of the fixed cost porticn of both supporting and
managing the software, plus the changes made to the development team due to the reduction in chargaable werk
coming from WLASS, have probably been underestimated. The ongoing development work needed simply fo keep
up with new fechnological advances and new versions of software (for example Microscft) may also have been
underestimated. Therefors, it is considered prudent to expect that some of the surplus created by the reduced
charges and the increased revenue will be required from time to time to meet further development needs.

RVSI. continued to provide excsllent service, as evidenced by the most recent shareholder survey, which reported
high levels of satisfaction with the service provided.

g



Waikato Local Authority Shared Services Limited
30 .June 2016
{continued)

Waikato Regional Transport Modei (WRTM)

The maode! service operating contract was successfully retendered in February 2016, and includes an improved
range of services for the model pariners. Aside from transport modelling, model partners are now able to draw upon
@ wider range of transport policy, engineering design and passenger transport policy advice from the successful
tenderer, Traffic Design Group Ltd.

The WRTM website has been upgraded and includes a more modern design, a new interactive map for looking up
historic projects geographically, better ability to control user log-in privileges, and a more usable interface for
updating and maintenance. The website went live in April 2016, and all WRTM user group members have
successfully registered.

The WRTM Census Update remains uncompleted due fo disagreements amongst the partners about suitable land
use forecasts. This is a priority to resolve in the first half of 2016/17, as it is holding up investment decision-making.

Contractor Health & Safety Pre-qualification

Gouncils currently have a varied approach to the assessment and evaluation of health and safety plans submitted by
contractors. Waikato LASS are in the process of developing a remotely-hosted, web-based, contractar pre-
qualification scheme that will be available to all shareholding councils by early 2017, and will be capable of being
rolled-out nationwide.

In November 2015, a Request for Proposal was developed and submitted onfo the Government Electronic Tenders
Service, seeking an IT solution to manage and maintain a contractor pre-qualification system for Waikato LASS.
Eleven responses were received, with three being shortlisted and asked to deliver a demonstration and presentation.
The selected provider, SHE Software Pty Ltd, demonstrated a solution that met all of the requirements specified in
the praject scope, with very little risk and a high number of bensfits.

The scheme will require each council contractor to make an on-line application (for a smail fee) that will be assessed
by a gualified health and safety pracfitioner. This service will be pravided by SHE Software Ltd., at no cost to
shareholders. Once qualified, & contractor will be eligible to work for any of the councils participating in the shared
servics, without any requirement to submit further paperwork, thus significantly reducing the cost of compliance both
for councils and for contractors.

The benefits of this new shared sernvice include:

» The availability of a standardised, easy-to-use, low cost, and robust pre-gualification scheme that minimises the
resources required, both for contractors and for councils

* Reduced health and safety risks, both for councils and contractors

* Improved health and safety compliance

* Improved contracior engagement in health and safety compliance and improvement

* A regionally (and potentially nationally) consistent approach to contractor health and safety pre-qualification.

The new scheme will be progressively rolled out across the Waikato LASS councils from September through to
February. After that, it is planned to take the scheme nationwide.

EFFICIENCY AND EFFECTIVENESS GAINS
EECA Collaboration Agreement

In February 2018, nine of the WLASS councils entered into a Collaboration Agreement with the Energy Efficiency
and Conservation Authority {EECA) fo develop and implement an Energy Efficiency Policy and an Energy
Management Plan, and to undertake a range of energy audits and implement action plans to achieve specified
energy savings over a 3-year timeframe. This programme will bring up to $210,000 in EECA funding o WLASS,
subject to achieving certain milestones.

Preliminary assessments of the energy-saving opportunities and the establishment of baseline data at each
pariicipating council are in progress, with the first projects scheduled to begin in 2016/17.

Waikato GIS Data Portal

‘This project arose because all of the Waikato councils provide some form of public web mapping. While these
services are very similar, their quality is highly variable. Waikato LASS identified that it would be more resource
efficient to provide this service from a single point source, which would improve the user experience through
consistency, provide a single point of access and ensure that the information is current.

During 201518, a fully functioning data porial has been developed, which has demonstrated the capability of a
spatial data warehouse {o:

10-
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Watkato Local Authority Shared Services Limited
30 June 2016
{continued}

» Meet open data publishing standards
» Make data available to support economic development
+ Reduce the duplication of Councif effort and resources in developing web mapping systems and deploying web

services exposing source data
» Make high vaiue data accessible to a wide spectrum of users, from basic to advanced consumers, and to provide a

practical tool for cross-council collaborative projects
* Potentially, provide a Waikato Regional Civil Defence capability.

The initlal work programme has resulted in the development of three basic modules: Properly Information, Long-term
Projections and Utilities. These modules will be made public using the URL of waikatolass,co.nz within the next few
months. Over the coming vear, a further eight medules wilt be developed and added to the portal.

Shared Health & Safety Training

in November 2015, the WLASS Health & Safety Working Party organised shared training in the new Health & Safety
legislation for elected members and council staff. Four workshops were conducted by Paul Jarvie (Employment
Relations and Safety Manager for the EMA). This proved a very cost effective method of training over 400 attendess
from across the reglon. The total cost was $11,680 (excl. GST), which was shared equally across all 12 councils
{only $973.28 per council).

Further shared health and safety training initiatives are pianned in 2016/17.
Shared Insurance and Risk Management Forum

On 17 February 2016, Waikato L ASS, BOPLASS and Aon {our insurance brokers) organised a seminar in Hamilton
to discuss natural hazard risks, the importance of gefting insurance valuations right, an update from Treasury about
the government's plans regarding the 80:40 split for natural disaster recovery, cyber crime, and insurance salutions
to the new Health & Safety legisiation, amongst other topics. Representatives from Lloyds of London were also
present. Siaff from across the Waikato and Bay of Plenty councils attended.

OTHER ACTIVITIES
Mayoral Forum

WLASS continued to provide administrative and financial support to the Mayoral Forum during 2015/16. A new
Mayoral Forum website and logo was developed and implemented during the year.

New Activities

During the year, considerable time and effort has been spent on planning the transition of RATA, the Waikato
Building Group, and Future Proof Into WLASS, effective from 1 July 2016. This has involved assisting with preparing
the business cases, developing the relevant contractual documentation, and planning how the budgets will be
transferred and managed. Everything Is on track for a smaoth transition from 1 July,

New Company Name and Logo

Local Authority Shared Services Ltd. (LASS) was incorporated in 2005. At the time, it was the first shared services
CCO to be established in New Zealand. Singe then, a number of other shared services have been established, each
branded with {he name of their region (e.g. BOPLASS, MWLASS). It has become unclear where the home of “LASS”

actually is.

Therefore, in April 2016, the name of the company was formally changed to “Waikato Local Authority Shared
Services Ltd.”, commonly referred fo as "Waikato LASS". A new logeo has been developed to complement the new

name.

-1~
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LASS Financial Position

Waikato Local Authority Shared Services Limited

30 June 2016
{continued)

Expendilure for the LASS has been assessed on the basis of the direct cost of management and the Directors’

governance role.

The LASS administration costs for this period were $189,116 against a budget of $233,736.
The combined LASS, 8VDS, WRTM, procurement and shared service investigations service costs are shown in the

financial statements.

Dirsctors

The Directors appointed for the period that this annual report covers were:

Director Posltion Director Appointed By

Gavin lon{Chair) Chief Executive Waikato District Council Waikato District Council

Langley Cavers Chief Executive Hauraki District Council Haurakl District Council

Geoff Williarms Chief Executive Rotorua District Council Rotorua District Councll

Chris Ryan CEO Waitomo District Council Waitomo District Councils

Vaughan Payne Chief Executive Waikato Regional Council Waikato Regional Councll

Richard Brigags Chief Executive Hamilton City Council Hamilton Gity Council

Dave Clibbery Chief Executive Otorchanga District Council Otorchanga District Council

Rob Willlams Chief Executive Thames-Coromandel District Thames-Coromandel District
Councit Council

Don MclLeod Chief Executive Matamata-Piako District Council Matamata-Piako District Council

Craig Hobbs Chief Executive South Waikato District Council South Waikato District Council

Gareth Green Chief Executive Taupo District Councit Taupo District Council

Garry Dyet Chief Executive Waipa District Councll Waipa District Council

For and on behalf of the Board.

Ei‘ ﬁ‘;
,,‘_ g)
Directof -

19 September 2016

£« -

Director

I

19 September 20186

-12-




AUDIT NEW ZEALAND

Mana Arotake Aotearoa

Independent Auditor's Report

"To the readers of Waikato Local Avuthority Shared Services Limited’s
financial statements and performance infermation
for the year ended 30 June 2016

The Auditor-General is the auditor of Waikato Local Authority Shared Services Limited {the
compaony). The Auditor-General has appointed me, Clarence Susan, 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 her behalf.

Opinion on the financial statements und the performance information

We have audited: : . -

. the financial statements of the company on pages 17 to 33, that comprise the
statement of financial position as at 30 June 2014, the statement of comprehensive
revenue and expense, statement of changes in equity and cash flow statement for the
year ended on that date and the notes to the financial statements that include
accounting policies and other explanatory information; and

- the performance information of the company on pages 5 to 8.

In qur opinion:

. the financial statements of the company:

o present fairly, in all material respects:

its financial position as at 30 June 2014; and

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

and
o comply with generally accepted accounting practice in New Zealand in
accordance with Public Benefit Entity International Public Sector Accouniing
Standards.
. the performance information of the company 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 2016.

Our audit was completed on 19 September 2016. This is the date at which our opinion is
expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the
Board of Directors and our responsibilities, and explain our independence.



Buasis of opinion

We carried out our audit in accordance with the Auditor-General’s Avuditing Standards, which
incorporate the International Standards on Auditing (New Zedaland). Those standards require
that we comply with ethical requirements and plan and carry out our audit to obtaln
reasonable assurance about whether the financial statements and the performance information
are free from material misstatement.

Materlal misstatements are differences or omissions of amounts and disclosures that, in our
judgement, are likely fo influence readers' overall understanding of the financial statements
and the performance information. If we had found material misstatements that were not
corrected, we would have referred fo them in our opinion. '

An oudit involves carrying out procedures fo obtain audit evidence about the amounts and
disclosures in the financial statements and in the performance Information. The procedures
selected depend on our judgement, including our assessment of risks of material missiatement
of the financial statements and the performance information, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the preparation of the
company’s financial statements and performance information In order to design audit
procedures that are appropriate in the circumstances buf not for the purpase of expressing an
opinion on the effectiveness of the company’s internal control.

An qudit also involves evaluating:

® the appropriateness of accounting policies used and whether they have been
consistently applied;

] the reasonableness of the significant accounting estimates and judgements made by
the Board of Directors;

® the appropriateness of the reported performance information within the company’s
framework for reporting performance;

» the adequacy of the disclosures in the financial statements and in the performance
information; and

the overall presentation of the financial statements and the performance information.

*

We did not examine every transaction, nor do we guarantee complete accuracy of the
financial statements and the performance information.

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

Responsibililies of the Bourd of Directors

The Board of Directors is responsible for the preparation and fair presentation of financial
statements for the company that comply with generally accepted accounting practice in

MNew Zealand. The Beard of Directors 1s also responsible for preparation of the performance
information for the company.

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




The Board of Directors is responsible for such internal control as it determines is necessary fo
enable the preparation of financial statements and performance information that are free
from material misstatement, whether due to fraud or error. The Board of Directors Is also
responsible for the publication of the financial statements and the performance information,
whether in printed or electronic form.

Responsibilities of the Auditor

We are responsible for expressing un independent opinion on the financlal statemenis and the
performance information and reporting that opinion to you based on our audit. Our
responsibility arises from the Public Audit Act 2001,

Independence

When carrying out the audit, we followed the independence requirements of the
Auditor-General, which incorporate the independence requirements of the External Reporting
Board.

Other than the audit, we have no relatienship with or inferests in the company.

4

Clarence Susan

Audit New Zecland

On bhehdalf of the Auditor-General
Taurangy, New Zealand

-14-
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Directors
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Auditors

r

Waikato Local Authorify Shared Services Limited
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Waikato District Council
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Waikato Local Authority Shared Services Limited
Siatement of comprehensive revenue and expense
For the year ended 30 June 2016

Statement of comprehensive revenue and expense
For the year ended 30 June 2016

Actual Budget Actual
2018 2016 20156
Note $ $ $
Revenue
. SVDS Data Sales 223,669 182,060 191,426
interest 11,5629 2,000 16,612
Other revenue 4 2,275607 2137715 1,903,335
Total revenue 2,510,805 2,331,715 2,411,373
Expendifure
Depreciation and amortisation expense 9 419,507 437,992 419,529
Other expenses 5 2,452,014 2,379,611 2,201 144
Total operating expenditure 2 871,521 2817.603 2620673
Operating surplus/{deficit) before tax and share of equity
accounted investments (360,716) {485.888) {509,300)
Surplusi{deficit) before tax (360,718) (485,888) (509,300)
Income tax expense 6 - = -
Surplus/(deficit) after tax (360.716) {485,888} (509,300)
Total other comprehensive income - . _
Total comprehensive income (360,718) (4B5.888) {509.300)

Surplus is attributable to:

The accompanying nofes form part of these financial statements
Expianations of major variances against budgef are provided in note 18
-16-




Waikato Local Authority Shared Services Limited
Statement of changes in equity
For the year ended 30 June 2016

Statement of changes in equity
For the year ended 30 June 2018

Actual Budget Actual
2016 2016 2015
Note 5 $ $
Balance at 1 July 1,032,008 1,111,459 1,541,308
Total comprehensive revenue and expense previously reporied : (360.718) {485,888) (509,300
Balance at 30 June 11 671.293 625.571 1,032 008
Tatal comprehensive revenue and expense attributable to:
Equity holders of Laocal Authority Shared Services Limited 671,293 625,571 1,032,008
Non-controlling interest - - -
Total comprehensive revenue and expense 671,293 625,571 1,032,008

The accompanying nofes form part of these financial statements
Explanations of major variances against budget are provided in note 18

%



Waikato Local Authority Shared Services Limited
Statement of financial position

As at 30 June 2016
Statement of Financial Position
As at 30 June 20186
Actual Budgst Actual
2016 2016 2015
Note $ $ 5

ASSETS
Current asssts
Cash and cash equivalents 7 682,673 398,831 693617
Exchange trade and other receivables 8 370,003 - 792473
iNan-exchange trade and other receivables 8 66,064 - 18,375
Prepayments 148,820 - 2,590 149,413
Total current assets 1,267,560 401,821 1.650.878
Non-current assets
Intangible assets 9 491,494 484,836 911,001
Total non-current assets 491,494 484,886 911.001
Total assets 1,759,054 886,707 2.561.879
LIABILITIES
Current liabilities
Payables and deferred revenue 10 1,087,761 244 030 1,529 871
Total current liabilities 1,087,761 244 030 1,529,871
Non-current liabilities
Total non-current liabilities - - -
Totai liabilities 1,087,761 244030 1,529,871
Net assets 671,293 842,677 1,032 008
EQUITY
Contributed equity 11 2,957,001 2,957,001 2,957,001
Retained earnings 11 (2,285, 708) (2,331,430} (1,924 993}

671,293 825,571 1,032,008
Total equity 671,293 625,571 1,032,008
These financial statements have been authorised for issue by the
Boardef Directars an 18 September 2018

& T
H ¥

Director irector
19 Septla}ﬁber 2018 19 September 2016

The accompanying nofes form part of these financial statements
Explanations of major variances against budgef are provided in note 18
-18-




Waikato Local Authority Shared Services Limited
Cash flow statement
For the year ended 30 June 2016

Cash fiow statement
For the year ended 30 June 2016

Actual  Budget Actual
2016 2016 2015
Note $ $ $

Cash flows from operating activities
Interest Recejved 11,593 2,000 16,538
Recelpts from other revenue 2,461,848 2,493,568 2,280,922
Payments to suppliers and employses (2,430,722) (2,337,965) {2,101,635)
Income tax received / (paid) 1,170 (560) 5,330
Goods and services tax (net) {54,835) {20,629) 59,305
Net cash flow from operating activities {10.944) 136,414 260,460
Furchase of intangible assels - - (9,441}
Net cash flow from investing activities - - (9.441)
Net (decrease)/increase in cash, cash equivalents, and
bank overdrafts {10,944) 136,414 251,019
Cash, cash equivalents, and bank overdrafts at the beginning of
the year 693.617 - 442 598
Cash, cash equivalents, and bank overdrafts at the end of
the year 7 682673 136,414 693617

The accompanying notes form pait of these financial statements
Explanations of mafjor variances against budget are provided in nole 18



Waikato Local Authority Shared Services Limited
Notes to the financial statements
30 June 2016

1 Statement of accounting policies for the year ended 30 June 2016

1.1 Reporting entify

Waikato Local Authority Shared Services Limited ("the Company”) is a Company incarporated in New Zealand under the
Companies Act 1883 and is domiciled in New Zealand. The Company is controited by the counclls listed on the directory
page of these accounts. Local Authority Shared Services Ltd is a Council Controlted Organisation as defined under
section 6 of the Local Government Act 2002, by virtue of each of the shareholding Coungil's right to appoint the Board of
Directors.

The primary objective of the Company is te provide the Walkato region local autherities with a vehicle to develop shared
services that demonstrate a benefit to the ratepayers and provide those services fo local authorities.

The Company has designated itself as a public benefit entity (PBE) for financial reporting purposes.

The financlal statements of the Company are for the year ended 30 June 2016. The financial statements ware authorlsed
for issue by the Board of Directors on the 19 September 20186.

2 Summary of significant accounting policies

2.1 Basis of preparation

The financial statements have been prepared on the geing concemn basis, and the accounting policies have been applied
cansistentiy throughout the period.

Statement of Compliance

The financlal statements of the Company have been prepared in accordance with the requirements of the LGA, which
include the requirement to comply with generally accepted accounting practice in New Zealand (NZ GAAP).

The financial statements have been prepared in accordance with Tler 2 PBE accounting standards.
LASS is eligible fo report in accordance with the Tier 2 PBE accounting standards as it:

- is not publicly accountahle,

. has expenses more than $2 million, but less than $30 million.
Thess financial statements comply with PBE standards.

These financial statements are the second financial statements presented in accordance with the new PBE accounting
standards.

The accounting policies set out below have been applied consistently to all periods presented in these financial
statements.

Measurement base
The financial statements have been prepared on a historical cost basis.
Presentation currency and rounding

The financial statements are presented in New Zealand doliars and all values are rounded to the nearest dollar unless
othervise stated. The functionat currency of the Company is New Zealand doliars,

Budget figures

The budget figures are those approved by the Board of Directors in the 2015/16 Statement of Intent. The budget figures
have been prepared in accordance with NZ GAAP, using accounting policies that are consistent with those adopted by the
Company in preparing the financial statements.

2.2 Revenue

Revenue comprises the fair value of the consideration recelved or receivable for the sale of goods and services, excluding
Goods and Services Tax, rebates and discounts and after eliminating sales within the Company. No provisions have been
recorded as all revenue and trade receivables are expected to be receivad.

Py
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Waikato Local Authority Shared Services Limited
Notes to the financial statements

30 June 2016

(continued)

2 Summary of significant accounting policies (continued)

(i}  Other revenue

User charges for the SVDS and WRTM asset are recognised when invoiced to the user, ie. councils. The recordad
revenue is the net amount of the member charges payable for the fransaction. Confributions to Waikafo Mayoral Forum
projects are recognised as revenue when the Company provides, or is able to provide, the service for which the
contribution was charged. Gtherwise, confributions are recognised as fiabilities until such fime as the Company provides,
or Is able to provide, the service.

2.3 Income tax
Income tax expense includes components relating to both current tax and deferred fax,

Gurrent tax is the amount of income tax payable based on the taxable profit for the current year, plus any adjustments to
income tax payable in respect of prior years, Current tax is calculated using tax rates (and tax laws) that have been
enacted or substantively enacted at the balance date.

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of temporary differences and
unused tax losses. Temporary differences are differences between the carrying amount of assets and liabilities in
statement of financial position and the corresponding tax bases used in the computation of taxable profit.

Deferred tax is measured at the tax rates that are expected to apply when the asset is reslised or the liabllity is setiled,
based on tax rates (and tax laws) that have been enacted or substantively enacted at balance date. The measurement of
deferred tax refiects the tax consequences that would follow from the manner in which the entity expects fo recover or
settle the canrying amount of its assets and liabilities.

Deferred tax liabilities are generally recognised for all taxable temparary differences. Deferred tax assets are recognised to
the extent that It is probable that texable profits will be available against which the deductible temporary differences or tax
lossas can ba utilised.

Deferred tax is not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial
recognition of an asset or liahility in a transaction that is not a business combination, and at the time of the transaction,
atfects neither accounting profit nor taxable profit.

Current and deferred tax is recognised against the surplus or deficit for the period, except to the extent that it relates to a
business combination, or to transactions recognised in other comprehensive revenue and expense or directly in squity.

2.4 Goods and services tax

All items in the financial statements are stated exclusive of goods and services {ax (G5T), except for receivables and
payables, which are presented on & GST-inclusive basis. Where GST is not recoverable as input tax, it is recognised as
part of the related asset or expense.

The net amount of GST recoverable from, or payable fo, the Infand Revenue Department (IRD) is included as part of
receivables or payables in the statement of financial position.

The net GST paid to, or received from the IRD, including the GST relating to investing and financing activities, Is classified
as an cperating cash flow in the cash flow statement.

Commitments and contingencies are disclosed exclusive of GST.

2.5 Impairment of intangible assets

Intangible assets subsequently measured at cost that have an finite useful life are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.

An impairment [oss is recognised for the amount by which the assels carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an assets fair value less costs to sell and valug in use.

if an assetl's carmying amount exceeds its recoverable amount, the asset is regarded as impaired and the canying amount
is written-down to the recoverable amount. The total impairment loss is recognised in the surplus or deficit. The reversal
of an impairment loss is recognised in the surplus or deficit.

21~
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- Waikato Local Authority Shared Services Limited
Notes to the financial statements

30 June 2016

(continued)

2 Summary of significant accounting policies (continued)

Value in use for non-cash generating assets

Non-cash-generating assets are those assets that are not held with the primary objective of generating a commercial
return.

For non-cash generating assets, value in use is determined using an approach based on either a depreciated replacement
cost approach, restoration cost approach, or a service units approach. The most appropriate approach used to measure
valuein use depends on the nature of the impairment and availability of information.

2.6 Cash and cash equivalenis

Gash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid
investments with original maturities of three months or less, and bank overdrafts.

2.7 Receivables

Receivables are recorded at their face value, less any provisions for impairment.

2.8 intanglble assets
{) Software acquisition and development

Acquired computer software licenses are capitalised an the basis of the costs incurred to acquire and bring to use the
spacific software.

Costs that are directly associated with the development of software are recognised as an intangible asset,
Costs associated with maintaining computer software are recognised as an expense when incurred.
(i) Amortisation

The carrying value of an intangible asset with a finite life is amortised on a straight-line basis over lts useful life.
Amortisation begins when the asset is available for use and ceases at the date that the asset is unrecagnised. The
amortisation charge for each period is recognised in the surplus or deficit.

The useful lives and associated amoriisation rates of major classes of intangible assets have bean estimated as follows:

Computer Sofiware 510 7 years 14 to 20%

2.9 Payables
Shori-term creditors and other payables are recorded at thelr face value.

2.10 Other financial assets
Investments in bank deposits are initially measured at fair value plus transaction costs.

After initial recagnition investments in bank deposits are measured at amortised cost using the effective interest method.
Gains and losses when the asset is impaired or unrecognised are recognised in the income stafement,

At each balance sheet date the Company assesses whether there is any objective evidence that an investment is
impalred. Any impairment losses are recognised in the income statement.

2.11 Equity

Equity is the shareholders Interest in LASS and is measured as the differenice between total assets and lotal labilities.
Equity is disaggregated and classified into the following components:

Contributed capital
Contributed capital is the net asset and liability position at the time the Company was formed. The allocation of capital

amongst sharsholders is explained in note 11.
Accumulated funds /\
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Waikafo Local Authority Bhared Services Limited
Notes to the financial statements

30 June 2016

(continued)

2 Summary of significant accounting policies (continued)
Accumuiated funds is the Company’s accumnulated surplus or deficit since formation.

L ASS's objectives, policles and processes for managing capital are explained in note 17

3 Critical accounting estimates and assumptions

In preparing the financial statements the Company has made estimates and assumptions concerning the future. These
estimates and assumptions may differ from the subsequent actual results. Estimates and judgements are continually
avaluated and are based on historical experience and other factors, including expectations of future avents that are
helieved to be reasonable under the circumstances. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrying amount of assets and llabilities within the next financial year have been included
below,

Intangible asset useful lives and residual values

At each balance date the Company reviews the useful lives and residual values of its intangible assets. Assessing the
appropriateness of useful life and residual value estimates of intangible assets requires the Company to conslider a
number of factors such as the expected period of use of the asset by the Company, and expected disposal proceeds from
the future sale of the asset.

An Incorrect estimate of the useful life or residual value will impact on the amortisation amount of an asset, therefore
impacting on the amortisation expense recognised in the income statement, and carrying amount of the asset in balance
sheet, The Company minimises the rigk of this estimation uncertainty by reviewing that the asset technology is still
relevant and there is no aiternative options to recreate the asset at a lower price.

4 Other revenue

Actual Actual
2016 20156
$ $

Non-exchange revenue
User Charges 525,066 636,558
Other 169,550 87.146
Total non-exchange revenue 694.618 723,704
Exchange revenue
Health and Safety 11,879 -
{T Initiatives - GIS Shared Data Portal 22,334 -
Qther 11,724 3,330
insurance Brokerage Fee 147,500 147,500
ValueFinancials Fee 35,866 36,804
GSB Membership Fee 18,000 18,000
Waikato Mayoral Forum Funding 1,154,802 805,567
Infometrics Fee Recovery 62,400 70,400
Debt Management Solutions Recovery - 7.880
Historical Aerial Photos Recovery 77,001 -
Energy Management Recovery 39,685 -
Total exchange revenue 1,580,991 1.179.631
Total other revenue 22758607 1,803,335
5 Other expenses

Actual Actual

2016 2015
$ $

Other fees to auditors - -
Audit fees for financlal statement audit (current year) 15,348 15,145
Waikato Mayoral Forum Funding 1,166,735 895,567

23
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Waikato Local Authority Shared Services Limited
Notes to the financial statements

30 June 2016

(continued)

- o

5 Other expenses (continued)

Actual Actual
2016 2015
$ $
Insurance Brokerage Fee 147,500 147 500
ValueFinanclals Fee 35,866 36,804
GSB Membership Fee . 18,000 18,000
Infometrics Fee 62,400 70,400
Debt Management Solutions Fee - 7,880
ISSP Expenses - 947
Professional Services Panel Expenses - 2,767
Cther operating expenses 1.006,165 1.006,044
Total rental expense relating to operating leases - 2:452.014 2,201,144
§ Income tax _
Actual Actual
2016 2015
$ $
Components of income tax expense:
Current {ax expense - -
Adjusiments to current tax in prior years - -
Deferred tax expense - -
Tax expense - =
Relatlonship between tax expense and accounting profit:
Net surplus (deficit) before tax {360,718) {509,300)
Tax at 28% 104,000 {142,604)
Plus {less) tax effect of:
Non-deductible expenditure - -
Ofther timing adjustments 109,059 104,971
Nor-taxable income . -
Prior vear adjustment - -
Grouy loss offset - -
Deferred tax adjustment (105,537) {105,048}
Tax lcsses not recognised {104 522} 142 681
Tax expense - -
Deferred tax asset {liability) Intangible Other
c assets provi;ions Tax losses Total
$ $
Balance at 1 July 2014 {346,636) - 346,636 -
Charged to surplus or deficit 105,048 - (105,048) -
Charged to other comprehensive income - = - -
Balance at 30 June 2015 {241,588) = 241,588 -
5 $ $ $
Baiance at 1 Juiy 2015 (241,588) - 241,588 -
Charged to surplus or deficit 105,537 - (105,537) -
Chargad to other comprehensive income - = - -
Balance at 30 June 2016 (136,051) - 136,051 ~

A deferred tax asset of $680,324 (2015: $589,617) has not been recognised in relation to tax losses carried forward of
$2,492,728 (2015: $2,105,776). :

A\




Walkato Local Authority Shared Services Limited
Notes to the financial statements

30 June 2016
(continued)
7 Cash and cash equivalents
2016 2015
$ $

Cash at bank and in hand 637,271 648,221
Short term deposits maturing three months or less from date of acquisitions 45402 44,386
Total cash and cash equivalents 682.673 693,617
Net Cash and Cash Equivalents and bank overdrafis for the purposes of the
Statement of Cashflows 682673 _ 693,617

The carrying value of cash at bank and short-term deposits with maturities less than three months approximates their fair
value.

8 Receivables

2016 20156
$ 5

Gross trade and other receivables 61,821 69,934
Related Party Receivables (note 14) 337,490 733,757
Accrued Interest an Short Term Deposits and Call Accounts 281 345
IRD - RWT Tax Paid 2,642 3812
GST Refund Due 33.833 -
Tatal debtors and other receivables 436,067 807,848
Exchange
Receivables from exchange transactions 370,003 792 473
Non-exchange
Receivables from non-exchange transactions 66,064 16,375
Total debtors and other receivables 436,067 807,848
9 Intangible assets

2016 2015

$ $

Computer Software
Balance at 1 July 5,363,366 5,363,925
Additions - 9,441
Disposals - -
Balance at 30 June —..5363366 _ 5383,366
Accumulated amortisation and impairment losses
Balance at 1 July 4,452,365 4.032,836
Amortisation expenses {419,507) (419,529)
Disposals - -
Impairment losses - -
Balance at 30 June — 4871872 4,452 365
Carrying Amounts
Balance at 1 July 914,001 1,321,088
Balance at 30 June 491,494 911,001

Significant intangible assets nclude the Shared Value Data Services (SVDS) computer sofiware, and the Waikato
Regional Transport Model (WRTM) computer software. The carrying amount of the SVDS asset as at 30 June 2016 is
$260,626. The original build cost of the SVDS asset has now been fully amortised, and there is currently 3 years remaining
enhancements in the useful life of the asset. The camying amount of the WRTM asset as at 30 June 2016 is $218,748 and
there is currently 3 year remaining in the useful life of the asset.

25-
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Waikato Local Authority Shared Services Limited
Notes to the financial statements

9 Intangible assets {continued)

30 June 2016
{continued)

The Eoard of Directors consider that there is no impairment of assets as at 30 June 2016, Accordingly no impairment

adjustments are needed.

10 Payables and deferred revenue

2016 2015
§ $

Current
Trade payables and accrued expenses 482,003 489,381
Related party payables (note 14) 75,992 47,915
Deferred revenue 529,766 971,573
GST payable - 21,062
Totai creditors and other payables — 1087761 1,529,871
Exchange :
Trade payables 539,595 492,202
Accruad expenses 18,400 45,004
Total crediters and other payables from exchange transactions — B567995 537708
Non-exchange
Defered revenue 528,765 971,573
GST payable - 21002
Total creditors and other payables from non-exchange transactions — 520,766 ___ 982575
Total current creditors and other payables from exchange and non-exchange
transactions 1,087,761 1,529.871

Trade and other payables are non-interest bearing and are normally settled on 30-day terms, therefore the carrying value

of trade and other payable approximates their fair value,

Councils were invoiced for their portion of contribution towards the Waikato Mayoral Forum projects in advance.

11 Reconciliation of equity

2018 2015
$ $

Total equity
Contributed equity 2,957,001 2,957,001
Opening retained eamings {2,285 708} (1,924 993)
Balance at 30 June 2016 671,293 1,032,008
{a} Contributed equity
Shares on Issue 3,413,569 3,413,569
Uncalled capital (456,568) (456 568)
Balance 30 June —2957.001 __ 2.957,001
Balance at 1 July 2,957,001 2,957,011
Shares Issued - -
Balance 30 June 2,957,001 2.957.001
Retained Surpluses
Balance at 1 .kuly {1,924,992) (1,415,693)
Surplus/{deficit) for the year {360,716) {509,300)
Balance 30 June 2,285.708) __ (1.974993)

-26-
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Waikato Local Authority Shared Services Limited
Noftes to the financial statements

30 June 2016

(continued)

11 Reconciliation of equity (continued)

The Company has issued 2,186,581 (2015 - 2,186,581) shares. The SVDS shares have been fully called and paid for at
$1.00 per share. The WRTM shares have bean fully called and paid for at $10.00 per share. The table below details the
different types of shares and their value per share,

Shares are called when notice is given to shareholders by the Board of Directors.

Income Ordinary SVDS Shares WRAPS WRTM Shares
: Shares- Shares
Hamilton City Council 1 220,514 78,152 50,625
Hauraki District Council 1 40,215 2,864 -
Matamata Piako District Council 1 £6,380 4,708 4,500
Otorohanga District Council 1 - 5,716 -
Rotorua Lakes Council 1 126,703 7.516 -
South Waikato District Council 1 42 571 4916 .
Taupo District Council 1 - 216562 4,500
Thames Coromandel District Council 1 108,015 6,476 2,250
Waikato District Council 1 108,674 9,376 11,250
Waikato Regional Council 1 803,500 287,872 50,625
Waipa District Council 1 78,748 3,780 11,250
Waitomo District Council 1 23,681 10,540 -
12 1,607,001 444 568 135,000
1,000 1 i 10
12,000 1,607,001 444 568 4,350,000
{12.000) - {444 568) -
- 1,807,001 - 1 !350!000

General Rights of Ordinary, SVDS, and WRAPS Shares

The rights conferred by section 36(1) of the Companies Act 1993 on holders of shares in the Company are altered as set
out below:

() For Ordinary, SVDS and WRAPS shares the holders are entifled to participate in certain services to be provided by
the Company, in {ferms that reflect their investment.

(b) Service shares (VDS and WRAPS) do not have any right to share in the distribution of the surplus assets of the
Company except to the extent provided for in Schedule 1 of the Company's constitution or in accordance with the terms of
issue of those shares pursuant to Clause 6 of the Company's constitution.

{c) Except as provided in section 177 of the Act and Clause 6.1 of the Company's constifution, no class of service
shares shall have any voting rights.

General Rights of WRTM shares
The following rights and obligations are hereby conferred on each WRTM shareholder:
{a) Arightic one vote prior to further WRTM service shares being Issued.

{b) A right fo one vote on the application of any surpluses arising from the WRTM service (after NZTA have been
allocated 40 per cent [or a portion based an NZTA's proportion of the total cost at the tims] of any surpluses.)

{c) The right to receive monetary benefits that the Company generates through the sale of outputs of the WRTM service
in proportion to the apportionment of the development costs as at that time after 40 per cent {or a portion based on NZTA's
proportion of the development cost at the time) of the monetary benefits have been allocated to NZTA.

{d) Norightto share in the distribution of the surplus assets of the Company except to the extent provided for in ()
abave.

{e) Noright to share in dividends authorised by the Company except to the extent provided for in () above,

27-



Waikato Local Authority Shared Services Limited
Notes to the financial statements

30 June 2016
{continued)
12 Commitments
2016 2015
$ $

Non-cancellable operating leases as lessee
Not [ater than one year 416,897 416,897
Later than one year but nat later than five years 612,500 962,500

Total non-cancellable operating leases 1,029,397 1,378,397

13 Contingencies
As at 30 June 2016 the Company had no contingent liabilities or assets (2015 - $0)

14 Related party transactions

The Company is controlled by the councils listed on the directory page.
Transactlons with key management. personnel

Key management personnel include the Chief Executive and diractors. Directors recsive no remuneration, Expenditure
paid to the Chief Executive was for the provision of Chief Executive senvices.

2016 2015
$ $
Dial New Zealand Ltd - Acting LASS Chief Executive - 33,675
Jowett Consulting - LASS Chief Executive 119,781 105170
119,791 138,245

Total key management personnel compensation

Related party disclosures have been made for transactions with related parties that are within a normal supplier or
client/recipient relationship an terms and conditions no more or less favourable than those that It is reasonable to expect
the entity would have adopled if dealing with that individual or entity at arm’s length In the same circumstances.

Related parties have been limited fo the directors, sharsholders and company related roles. The following transactions

were carried out with related parties:

Actual Actual
2016 2015
$ 3
Income

Hamilton City Council 243 641 351,198
Hauraki District Coungil 88,928 82,319
Matamata Piako District Council 97,920 152,349
Ctorohanga District Council 110,424 984,618
Rotorua Lakes Council 68,574 30,924
South Waikata District Council 78,995 94,3561
Tatupo District Council 62,977 72,256
Thamas Coromandel District Council 139,426 108,468
Whaikato District Council 180,736 279,380
Walikato Regional Council 302,304 487,660
Waipa District Council 148,839 474 455
Waitomo District Council 92,874 84,500

1616637

2,312 477
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14 Related party transactions (continued)

Revenue is related to user charges, Mayoral Forum funding, joint procurement, and shared services investigation funding.

Actual Actual
2016 2015
$ $
Expenses

Hamilton City Council 808 3,230
South Waikato District Council 1,360 6,126
Waipa District Council 151,980 132,673
Waikato District Councll 5,061 4,421
Waikato Regional Council - Services Provided 28,278 61.848
187,487 208,299

Expenses are related to services provided by the related parties.

The figures above exclude invoices of $934 from Waikato Regionat Council, $253 from Waikato District Councll and
$13,104 from Hamilton City Council that relate to bills paid on behalf of LASS (2015 - $4,541).

Actual Actual
2016 2015
$ $
Balance Sheet
Trade & Other Receivables
Hamilton Clty Council 102,380 106,096
Hauraki District Council 10,387 255638
Matamata Piako District Councit 5,738 79,618
Otarohanga District Couneil 55,997 52,946
Rotorua Lakes Council 1,718 -
Sauth Waikato District Council 1,819 22872
Taupo District Council 2,655 42,163
Thames Coromandel District Coungil 29,751 21,654
Walkato District Council 44,920 - 98,885
Waikato Regiona! Council 26,959 137,818
Waipa District Council 28,944 112,295
Waitormno District Council 26241 34872

__337.490 733757

Trade & Other Payables
Jowett Consutting - LASS Chief Executive 16,493 8,521
South Walkato District Council - 70
Waikato District Councli 1,428 920
Waikato Regional Counci 9,615 2,073
Waipa District Council 48,457 36,331
75,992 47 915

15 Director and executive disclosures

No Directors fees were paid to directors during the year. Directors are not directly remunerated by Local Authority Shared
Senvices. {2015 - $0)

16 Events occurring after the balance date

There have been no events after balance date.
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17 Financial instruments

The Company has policies to manage the risks associated with financial instruments. The Company is risk averse and
seeks to minimise exposure from its treasury acfivities.

{a) Financial instrument categorles

2016 2015
$ $

FINANCIAL ASSETS
L.oans and receivables
Cash and cash equivalents 682,673 693,617
Debtars and other receivables 436,067 807 848
Total loans and receivables 1,118,740 1,601,465
FINANCIAL LIABILITIES
Financial liabilities at amortised cost
Crediiors and other payables ' 557,995 1.529 871
Total financial liabilities at amortised cost 557,995 1,529,871

(b} Market rrisk
The interest rates on the Company's investments would be disclosed in the notes, but at presant there are none.

Fair value interest rate risk

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due fo changes in market interest
rates. The Company's exposure to falr value interest rate risk is limited to shor-term bank deposits.

Cash flow interest rafe risk

Cash flow interest rate risk is the risk that the cash flows from a financial instrument will fluctuate because of changes in
market nterest raies. Borrowlngs and investments issued at variable inlerest rates expose the Company to cashiiow
interest rate risk.

The Company currently has no variable interest rate debt or investments.
Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange rates,
The Company is not exposed to currency risk, as it does not enter into foreign cumrency transactions.

{c) Creditrisk
Credit risk is the risk that a third party will default on its obligation to the Company, causing the Company to incur a loss.
Due to the timing of its cash inflows and outflows, the Company invests surplus cash with registered banks.

The Company has processes in place to review the credit quality of customers prior to the granting of credit.

The Company's maximum credit exposure for each class of financial instruments is represented by the total carrying
amount of cash equivalents {note 7), investments (nll this year), and trade receivables (note 8). There is no collateral heid
as security against these financial instruments, including these instruments that are overdue or impaired.

The Company has no significant concentrations of credi risk, as it has a large number of credit customers and only invests
funds with registered banks with specified credit ratings.

(d} Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty raising funds to meet commitments as they fall due.

Prudent liquidity risk management implies maintaining sufficient cash and liquid assets, the availability of funding through
an adsquate amount of commitled credit facilities and the ability to close out market positions. The Company aims io
maintain flexibility in funding by keeping cornmitted credit lines available.
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17 Financial instruments (continued)

(d) Liquidity risk {continued)

In meeting its liquidity reguirements, the Company maint.ains a target level of investments that must mature within
specified timeframe’s,

The maturity profiles of the Company's interest bearing investments and borrowings would be disclosed in the notes, if the
Company had any.

18 Explanation of major variances against budget

Explanations for major variations from the Company’s budget figures in the statement of intent to 30 June 2016 are as
follows:

Statement of comprehensive revenue and expense
SVDS Data Sales are higher than budgeted due additional sales data,

Interest received is higher due to a higher than budgeted cash surplus throughout the year, primarily related to revenue
which was received in advance for the Waikato Mayoral Forum acfivities.

Other revenue is higher than budgeted primarily dus to higher expenditure on Walkato Mayoral Forum projects being
recognised as revenue, and transferred from deferred income.

Depreciation is lower due to no enhancements work done on the SVDS asset,

Other Expenses are higher than budgsted due to expenditure being incurred primarily on the Spatial Pian and Roading
Waikato Mayeral Forum projects, that was unquantifiable at the time of the budgeting process.

Statement of Changes in Equity

The items as nated above have meant that the Company has made a loss of $360,716 against a budgeted loss of
$485,888.

Statement of Financiai Position

Cash and cash equivalents are higher than budget due to additional funds being held for the payments of the Waikato
Mayoral Forum projects which are paid as they are due.

Trade and other receivables are higher than budget due to the timing of invoicing for the final Mayoral Forum contributions
for the year.

Trade and other payables are higher than budget due to the timing of payment costs due for Watkato Mayoral Forum
projects, ValueFinancials.

Deferred income was unbudgeted due to the unknown contributions from Waikate Mayoral Forum projects that are still to
be expensed.

Statement of Cash Flows

Both receipts from other revenue, and payments to suppliers are higher than budgeted due to unbudgeted costs for
Waikato Mayoral Forum projects that were unquantifiable at the time the budget was sat.

Purchase of Intangible Assets are lower than budget due to no SVDS enhancement expenditure.
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19 Adjustments to the Comparative Year Financial Statements

No adjustments have been made to the comparative year financial statements.
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