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The annual audit by Audit NZ commenced in late September 2018 and the on-site work was
completed by inid-October 2018.

Factors beyond its control meant that Council was unable to adopt an audited Annual Report by the
statutory deadline of 31 October 2018.

As Councillors have been previously advised, a significant issue that had to be addressed was the
accounting for future Quarry Restoration liabilities, where the existing provision of $70,000 was
increased to $398,000.
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ADOPTION OF AUDITED ANNUAL REPORT

We knew that the associated Mining Rights had value but the initial Audit NZ position was that
these values should not be brought onto our Balance Sheet, based on accounting standard that
stipulated that "Intangible Assets" carried @ $0 value cannot be revalued.

Following expert advice from PWC, and a lengthy review process by the Audit NZ Technical Review
Group, it was agreed that Council would bring on balance sheet a matching asset of $398,000.

The provision of $398,000 will be reviewed from time to time and the $398,000 Asset will be
amortised @ approximately $17,000 I annum commencing I July 2018. This provision will be
affected by the disposal or surrender of any Council Quarries.

We also sought expert advice from PWC with regard to accounting for the PCR LP 51% shareholder
buyout. The treatment of this transaction also had to be cleared by the Audit NZ Technical Review
Group.

Other significant post balance date adjustments to the interim result previously reported for the
year to 30 June included:

. Rolling back previous Quarry restoration interim increase in Quarry restoration provision of
$100,000 (i. e. took out the Income Statement impact).

. Upward adjustment of Quarry rock inventory by approximately $78,000, mainly relating to
Inchbonnie rock inventory following the end of year calculate & measure.

. Treatment of inducement payments regarding PCR LP 51% shareholder buyout of
$278,000 initially classified as on capital account as in fact on income account.

Despite Council's frustration with the slow process by the Audit NZ Technical Review Group, Council
and Audit NZ staff have worked hard during the past few weeks to achieve final audit sign off prior
to the Christmas shut-down.

RECOMMENDATION

7i^at Counc// formafr'y adopt pu/suant to section 98 (1) of the Local 90vernment Act 2002 the
aud/redAnnua/ Report for the year to 30 June 20/8.

Robert Mallinson

Corporate Services Manager


