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Key messages (®)

We have completed our interim visit in respect of our annual audit of
Matamata-Piako District Council (the Council) for the year ending 30 June
2026. This report sets our findings from our interim audit work.

Purpose and scope of our interim audit

The primary purpose of our interim audit was to update our
understanding of the Council’s control environment and systems of
internal control relevant to the audit. Our work included a review of
information systems and processes. We have updated our understanding
of the Council’s key financial and non-financial systems and internal
controls to gain an understanding of the matters facing the Council and
how these are being addressed.

Secondly, we aimed to bring forward selected substantive testing with the
aim of alleviating pressures for both the teams and the audit timeline
during final audit. And thirdly, we planned to test the 2025 property, plant
and equipment (PPE) transactions and balances for the purpose of
verifying the 2026 PPE opening balances.

Acknowledging sector pressures

As auditors, we are acutely aware of the unprecedented environment of
compounding pressures currently facing local government leadership. We
recognise that your teams are navigating a high-inflation, low-growth
economy while balancing complex operational challenges. These include
maintaining fiscal sustainability under strict cost-of-living constraints,
delivering resilient infrastructure renewals, and managing fast-moving
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regulatory transitions. We appreciate that these factors create a highly
demanding environment for Council management and governance alike.
In response to this demanding operating environment, our audit
approach remains proactive, risk and value focused. We remain
committed to open dialogue and a "no surprises" partnership with
Council.

Control environment

We carried out a high-level assessment of the Council’s control
environment and tested the relevant key financial and non-financial
systems. This work has been completed for the purpose of planning the
most effective and efficient audit approach, to enable us to express an
audit opinion on the Council’s financial statements and service
performance information for the year ending 30 June 2026.

Focus areas: Risks and issues

At this stage of our audit the focus areas, risks and issues discussed in our
audit plan and our audit approach to these matters are still appropriate.
These focus areas will remain under review and updated based on the
latest information gathered through our final audit.

The PPE area remains the most significant risk to achieving the proposed
adoption date of 28 October 2026. This includes audit clearance over the
fair value assessments planned for the year, as well as the overall audit
conclusion over PPE transactions and balances for both 2025 and 2026. To
help mitigate this risk, we have asked management to provide audit-ready
information as early as possible. Please refer to page 6 for more
information.
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Local Water Done Well

The Government’s Local Water Done Well reforms continue to evolve and
are expected to have implications for how the Council delivers water
services in the future, including potential impacts on its assets, liabilities,
and future financial arrangements. We therefore expect the Council to
include clear and transparent disclosures in the 2025/26 financial
statements outlining the known and reasonably estimable impacts of the
reforms. These disclosures should reflect decisions made up to balance
date, as well as any relevant subsequent events up to the date the annual
report is adopted by elected members. Please refer to page 8 for more
information.

Adoption timeline

We have been requested to plan and schedule the 2026 audit to allow for
an adoption date of 28 October 2026. We planned and resourced the
audit with the aim of delivering an efficient audit in line with the agreed
budget. To achieve that, the audit team need to work at a very high
efficiency rate and there is minimal contingency built into our workplan
due to the amount of work we need to deliver relevant to the available
hours. We also planned to bring forward specific work that leans itself to
being available at an earlier stage.

The audit team has experienced some delays with regards to Council’s
trial balance matter (see page 5) and is performing audit procedures over
the 2025 PPE transactions and balances with the aim of testing the
opening balances for the 2026 financial statements. Testing of the 2025
PPE has progressed slower than anticipated due to the need for multiple
layers of clarification and iterative engagement between audit and
Council staff, including input from the asset team (see page 6).
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Acknowledging the current pressures Council staff is operating under, we
will continue to work with management and the milestone delivery
schedule to help ensure that information required for audit are delivered
in a timely manner and in the quality expected. Based on realistic and
achievable dates for the substantial amount of work still to be completed
— especially for PPE - Council might need to reconsider the preferred
adoption date particularly if it sees concerns in its ability to deliver
information to schedule.

Audit costs

We are committed to keep the costs to Council as low as possible and
continue to adjust and re-schedule our work based on the information
delivered. The need to test both 2025 and 2026 PPE will have an audit
cost implication for this year. Any indications of additional audit cost
overruns will be communicated to management as we progress through
the audit.

Thank you

We wish to extend our thanks to the Chief Executive, Council staff, and
the Risk and Assurance Committee for their assistance and support during
the first phases of the audit.

René van zyl
Appointed Auditor
12 June 2026
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System of internal control *(2)<
+*

The Council, with support from management, is responsible for the
effective design, implementation, and maintenance of the system of
internal control. The system of internal control may be reflected in policy
and procedures manuals, systems, and forms, and is put into effect by
people.

Our audit considers the system of internal control to the extent that it is
relevant to preparing the financial statements and service performance
information. We evaluate the system of internal control relevant to the
audit to design audit procedures that are appropriate in the
circumstances. We did not consider matters unrelated to the audit that
may be relevant to the Council and management.

Foundations of the system of internal control

The control environment sets the tone of the organisation and provides
an overall foundation for the operation of the other components of the
system of internal control. Similarly, your risk assessment process and
process for monitoring the system of internal control are designed to
operate in a manner that also supports the entire system of internal
control. Because these components are foundational to your system of
internal control, any deficiencies in their operation could have pervasive
effects on the preparation of the financial statements and service
performance information.

We performed an assessment of the control environment, risk
management process, and monitoring of controls relevant to financial and
service performance reporting. We considered the tone set by the Council
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and management, and whether the control environment provides an
appropriate foundation for other components of the system of internal
control. We also considered whether your risk assessment processes and
process for monitoring the system of internal control are appropriate to
your circumstances.

Based on our audit work completed to date, our conclusion is that the
overall control environment remains effective for the purposes of our
audit. We found no significant deficiencies to bring to your attention.

Controls

Controls are the policies and processes that are established to achieve the
control objectives of the Council and management. Controls relevant to
the audit are those designed to provide reasonable assurance over the
reliability and accuracy of financial and service performance information
reporting.

We reviewed your information systems, business processes, and control
activities, focussing on information processing controls that directly
address risks to the integrity of financial and service performance
information. We evaluate the design of relevant controls and consider
whether the control, individually or in combination with other controls, is
capable of effectively preventing, or detecting and correcting, material
misstatements.

Please note our assessment is not intended to provide you with assurance
on internal control. A such, we provide no assurance that our assessment
will necessarily identify and detect all matters in relation to internal
control.
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Systems reviewed during the interim audit

We reviewed the following key financial and non-financial information

systems:

. expenditure;

. payroll;

. revenue;

. fixed Assets and valuations;

. investments;

. general ledger reconciliations and journals; and

. systems used to capture and report service performance data for

the performance measures that we have identified as material.

Based on our work to date, we are planning to take a substantive
approach to our audit of the Council’s financial and non-financial systems,
either because we could not identify effective internal controls or because
it would be less efficient for us to rely on those controls.

Trial balance

Council's financial system (Authority) has historically not been used to
produce a complete system-generated trial balance in a format suitable
for audit purposes. As a result, management has previously manually
prepared an Excel trial balance each year, incorporating various
adjustments and mappings.
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To address the risk of omissions or inaccuracies arising from the manual
preparation process, we requested a system generated trial balance
during our interim audit. After converting the system’s text file into a
workable Excel file, we noted that due to a software related issue the trial
balance didn’t balance and commenced a time intensive process with
management until the matter was resolved.

After management performed their investigation and worked with the
service provider to resolve the issue, a balancing trial balance was
generated from Authority. To keep existing practices and mappings,
management informed audit that they will continue to prepare the trial
balance manually but provide a reconciliation against the system
generated trial balance to ensure accuracy and completeness of the
financial reporting.

We have reviewed the interim reconciliation and are satisfied that the
manually prepared trial balance reconciles to the system-generated data.
For the final audit, we expect management to prepare and provide the
30 June 2026 system-generated trial balance, together with a
reconciliation to the manual trial balance by 21 August 2026 to support
the completeness and accuracy of the financial reporting and populations
we will use for audit testing.
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Substantive testing 32«
»

To reduce pressure on both teams and Council’s preferred adoption date
of 28 October 2026, we have planned to bring forward selected
substantive audit procedures where appropriate. During our pre-final
audit visit, we aim to perform substantive testing up to 30 April 2026 (10-
months) for selected revenue classes, other expenditure (including
sensitive expenditure), and Key Management Personnel (KMP)
disclosures.

We note that performing substantive testing before year end presents
some challenges for Council due to the timing of the accounting processes
and year-end adjustments. Management has advised that journals posted
after the testing date can be clearly identified and isolated. However,
there is still a risk that the listings provided at the pre-final audit may not
be readily reconcilable to the final year-end listings due to cut-off.
Management will need to reconcile the populations tested during the
year to the final year-end totals to mitigate this risk.

The substantive audit procedures described above are ongoing, and any
material issues identified during our testing will be communicated to
Council.

Interim audit progress and key issues

Fair value assessment of PPE in a non-revaluation year

We are currently reviewing the fair value assessment performed by
management for three waters assets, roading assets, land and building
assets. From our initial review, management’s assessment using valuation
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information as at March 2026, did not indicate a material difference
between the current carrying value and their approximate fair value.

We will re-assess management’s assessment of the fair value movements
from March to end of June during our final audit, and we request that
management prepare and provide their final assessments as soon as
possible after the June 2026 indices are available.

PPE - prior year transactions and balances

Management is of the view that sufficient evidence is now available for us
to test the 2025 PPE transactions and balances to support the 2026
opening balances and to provide an appropriate starting point for the
2026 PPE audit. While the 2025 testing is in-progress, a significant number
of audit queries have been raised with the assets team that require timely
and comprehensive responses. There is a risk that delays in providing
adequate supporting information, or an inability to satisfactorily address
audit queries, may affect the outcome of the PPE testing.

To ensure sufficient and appropriate audit procedures can be performed
over PPE movements for the 2026 financial year, accurate and complete
transactional listings of PPE movements for the year is required,
reconciling back to supporting evidence and the financial statement
disclosures. The audit team will perform the current year PPE testing
during our final audit in September 2026 and completion within the
preferred timeline will require significant support from the finance and
asset staff.

We reiterate that the audit of PPE poses the most significant timeline risk
for Council’s preferred adoption date of 28 October 2026.
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Other matters 0.2 ased on our current understanding, we expect the annual report

disclosures to include the following, where relevant:

Local Water Done Well . A description of the agreed model or arrangement for delivering
water services as described in the water services delivery plan,
including clarity on the water services to transfer (e.g. clarity
whether stormwater services are transferring or staying with the
territorial authority).

The Local Water Done Well reforms are expected to have a significant
future impact on how the Council delivers water services, and
consequently on its assets, liabilities, and future financial transactions. We
therefore expect the Council to include clear and transparent disclosures
in the 2025/26 financial statements outlining the impact of these reforms.
These disclosures should reflect decisions made up to balance date, as
well as any relevant events occurring up to the date the annual report is
adopted by elected members.

. The planned timing of implementation and the status of
implementation.

. A description of the type of the water organisation (e.g., single
council-owned CCO, joint/multi council-owned CCO, sole/joint

Due to the nature of the disclosure, we have requested management to . . . .
consumer trust owned, or explain that the territorial authority will

provide draft disclosures prior to our final audit visit to enable the audit
team to commence our review early and avoid delays during the final
audit.

continue to deliver the water services in future) and a description
of the territorial authority’s ongoing interest in the water
organisation.

We understand the 2025/26 annual report will continue to be prepared in
accordance with the Local Government Act 2002, with no additional
reporting requirements prescribed by legislation for this reporting period.
The Department of Internal Affairs (DIA) has issued guidance on relevant
accounting considerations. While this guidance provides a useful
framework, Councils may have unique circumstances, and our audit
opinion may differ in certain areas. We will work with management as

An estimate of the financial effect of the decision to deliver water
services differently (where relevant), including:

o The carrying value of the assets and liabilities that will
transfer. In most cases, we expect there to be sufficient
information at the time of signing the territorial authority’s
annual report to reliably estimate these, particularly where

required. transfers will occur soon after 2026 balance date.
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The current year (2025/26) revenue, expenses, and cash
flows of the water services operations that will transfer. We
note that in some cases similar information may be available
from the funding impact statements for the relevant groups
of activities, in which case cross-referencing may be an
appropriate approach.

Information about any material contingent liabilities or
contingent assets expected to be transferred or created as
part of the reform.

Any other material financial impacts — for example, if the
territorial authority has material water services capital or
lease commitments that will transfer to the water
organisation.

Some uncertainty may exist and need to be described if
founding agreements and transfer documentation are still
being finalised or if the transfer date is not until 2027. In rare
circumstances it may be that the reliable measurement
hurdle is not met and some disclosures may not be able to be
quantified. If this is the case, then this should be explained.

Subsequent event disclosures under PBE IPSAS 14 Events after

Reporting Date if any key decisions are made or events occur (such
as transfer of assets/operations to the water organisation) between

balance date and date of adoption of the annual report.
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Nau mai | Welcome.

MAI TO KOUTOU KOROMATUA RAUA | MESSAGE FROM YOUR MAYOR

This Annual Plan has been put together at a time when a lot of people are feeling the pinch — and Council is no different.

Things are rough right now. Costs are up across the board, fuel costs will only drive that further - and Local Government
is g working through reform around water, resource management (RMA) and how local government should be
structured in future. None of that makes things simpler, and none of it is happening in isolation from what households
and businesses are dealing with every day.

Rates are a tax, | don't know of anyone that particularly likes paying them. | am now in my 13th year in local government
and | would not be able to count the times where people in our communities have told me "l don't get anything for my
rates". So recently | put an ad in the paper that listed every service Council delivers using your rates money. It took two
whole pages — and even then, it turned out I'd missed some. When you pay your power bill every month, you get power.
When you pay your rates bill every three months, you're paying for a ridiculously long list of things that keep this
community running. And | think we do a great job at delivering within the budget we have.

The Annual Plan includes a rates increase of 5.92%. Despite rising costs — including all the money being spent meeting
governments ever changing demands — we have managed to keep this to the same level we projected and consulted on
through the Long Term Plan in 2024. There are no surprises there. While rates increases are never welcome — sticking
to what we said matters, especially when times are tough for a lot of people out there.

Just like many households, we've also made some tough decisions. A couple of significant projects - including the Te
Aroha Library upgrade and spa improvements - have been deferred. That wasn't an easy call, but it was the responsible
one. Deferring doesn't mean cancelling. It gives us 12 months to think carefully about how we approach those projects,
look at costs and options, and come back to the community with clear proposals as part of our Long Term Plan.

A change we're preparing for now is our water and wastewater services moving to Waikato Waters Ltd from 1 October.
WEe'll keep you updated as this transition progresses.

A lot of the work in this Plan won't be immediately visible, but it's critical. Every year it costs more just to deliver the
same services — materials, insurance, interest, and
contractor costs all continue to rise. We've focused hard
on financial discipline and on the infrastructure that keeps
the district running.

I want to acknowledge our staff, who are doing a great job
in a challenging environment, and the community, who
continue to engage, ask questions, and hold us to account.
That matters.

Over the next 12 months, we'll also be preparing for the
next Long Term Plan. There will be some big conversations
ahead about the future of local government and what our
community wants from Council. I'm up for those
conversations, and | know the community will be too.

B BT e

Ash Tanner
Mayor
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To tatou kawanatanga | Our governance.

Council has established the following governance structure:

COUNCIL
The Matamata-Piako district has four wards: Matamata, Morrinsville, Te Aroha and Te Toa Horopu & Matamata-Piako.

Our Council consists of 12 Councillors, elected by their respective wards, and one Mayor, elected by all voters
throughout the district. The Councillors and Mayor represent their communities and make decisions for the district.

Elected representatives are supported by the Council's Chief Executive Officer, and staff, who provide advice, implement
Council decisions, and look after the district's day-to-day operations.
TE MANAWHENUA FORUM

Te Manawhenua Forum mo Matamata-Piako is a standing committee of Council that advises on cultural, economic,
environmental and social issues of significance to manawhenua groups and provides feedback when Council is
developing plans and policies, such as the Long Term Plan or District Plan.

The Forum includes representatives from Council, Ngati Haua, Ngati Rahiri-Tumutumu, Raukawa, Ngati Maru, Ngati
Whanaunga, Ngati Paoa, Ngati Hinerangi and Ngati Tamatera.

The Forum is chaired by Hinerangi Vaimoso. Council representatives include Mayor Ash Tanner and Councillors James
Sainsbury (Deputy Mayor), Rewiti Vaimoso, and Gary Thompson (observer).
RISK AND ASSURANCE COMMITTEE

The Risk and Assurance Committee ensures we have appropriate risk management and internal and financial control
systems.

This committee includes Jaydene Kana as independent chairperson, Mayor Ash Tanner, and Councillors James
Sainsbury (Deputy Mayor), James Thomas, Bruce Dewhurst, Andrew McGiven.
DISTRICT LICENSING COMMITTEE

Council has a District Licensing Committee to consider and determine alcohol and license applications under the Sale
and Supply of Alcohol Act 2012.

The Committee is chaired by Councillor Sue Whiting with Deputy Chair Greg Marshall. Members of the committee are
appointed from a list of appropriately qualified people.

HEARINGS COMMISSION

The Hearings Commission is responsible for hearing and determining applications for resource consents under the

Resource Management Act 1991, and objections under the Dog Control Act 1996.

The Hearings Commission consists of four Councillors, Councillor Sue Whiting, Councillor Andrew McGiven, Councillor
Grace Bonnar and Councillor Tyrel Glass.

CHIEF EXECUTIVE OFFICER REVIEW COMMITTEE

The Chief Executive Officer Performance Committee undertakes a review of the performance and remuneration of the
Chief Executive Officer on an annual basis in accordance with the Chief Executive Officer's employment agreement.

The Committee includes Mayor Ash Tanner, and Councillors James Sainsbury (Deputy Mayor), Vincent Anderson,
Andrew McGiven, Bruce Dewhurst, Sue Whiting, and Dayne Horne.

WAHAROA AERODROME COMMITTEE
The Waharoa (Matamata) Aerodrome Committee was established in 2015 by legislation under the Ngati Haua Claims
Settlement Act 2014.

The committee comprises of Mayor Ash Tanner (Co-Chair), Councillors James Sainsbury (Deputy Mayor) and James
Thomas, along with three members appointed by the Ngati Haua Iwi Trust Board trustees, Muna Wharawhara (Co-

WBZN motamata. ko Annual Plan 2026/27 |5

district council

Attachments - Minutes Page 15



S
Komiti o te Morearea me te Tumaru | Risk & Assurance Committee ."f“‘
16 June 2026 matamata- pioko

district council

Chair), Rangitionga Kaukau and Deacon Paul. The functions of the Waharoa (Matamata) Aerodrome Committee, as set
out in the Ngati Haua Claims Settlement Act 2014, are to:

e Make recommendations to Council in relation to any aspect of the administration of Waharoa Aerodrome land.

e Make final decisions on access and parking arrangements for the Waharoa Aerodrome land that affect
Raungaiti Marae.

e Perform the functions of the administering body under section 41 of the Reserves Act 1977 in relation to any
review of the reserve management plan that has been authorised by Council.

e Perform any other function delegated to the committee by Council.

GOVERNANCE GROUP FOR PLAN CHANGE 49 - WAHAROA

The PC49 Governance group of 4 includes two elected members, Councillor Vincent Anderson and Councillor Sue
Whiting, and two members of Ngati Haua. The group provides advice and oversight into the development of the plan
change.

SINGLE YEAR COMMUNITY GRANT COMMITTEE

The Single-year Community Grants Committee consists of one elected member per ward, meeting twice per year to
distribute funds for projects/events in our district. Elected members alternate for each hearing. There is no chair for this
committee.

CREATIVE COMMUNITIES SCHEME COMMITTEE

The Creative Communities Scheme Committee consists of 7-11 community arts representatives that meet twice a year
to assess and distribute funding from Creative NZ to support local arts and cultural projects/events.. The current
chairperson is Janelle Burnside. Councillors Greg Marshall, Grace Bonnar and Gary Thompson are members of the
Committee.
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