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Mihi
Noho mai rā Tāmaki Makaurau,

Tāmaki Makaurau

moana waipiata,

who bestrides shimmering seas,

maunga kākāriki.

and verdant mountains.

Mai i ngā wai kaukau o ngā tūpuna,

From the bathing waters of our forebears,

ki ngā puke kawe i ngā reo o te tini,

and hills that echo with voices

i puta ai te kī mōu.

that acclaim.

Tū ana he maunga,

Your mountains stand lofty,

takoto ana he raorao,

your valleys spread from them

heke ana he awaawa.

and your streams run freely.

Ko ō wahapū te ataahua,

Your harbours are majestic,

ō tāhuna te mahora,

your beaches widespread,

te taiao e whītiki nei i a koe he taonga tuku iho.

the environment that surrounds you is a legacy.

Tiakina kia meinga tonu ai koe

Take care of it so that you will always be known

ko ‘te tāone taioreore nui o te ao,

as ‘the world-class city

manakohia e te iwi pūmanawa’.

where talent wants to be’.

Tāmaki Mākaurau tirohia te pae tawhiti

Tāmaki Makaurau looking to the future,

he whakairinga tūmanako

repository of our hopes

mō ngā uri whakaheke ō āpōpō,

for generations to come,

te toka herenga mō te hunga ka takahi ake

anchor stone for those who venture

mā ō tomokanga,

through your gateway,

te piriti e whakawhiti ai

and the bridge that connects

tō iwi ki ngā huarahi o te ora.

your citizens to life.

Tāmaki Mākaurau e toro whakamua,

Tāmaki Makaurau moving on,

hīkina te mānuka.

accepting all challenges.

Tērā te rangi me te whenua te tūtaki.

Where even heaven and earth might meet.

Maranga me te rā, he mahi māu me tīmata,

Rise with the sun as there is work to be done

ka nunumi ana ki te pō,

and when evening comes,

whakatārewahia ō moemoeā ki ngā whetū.

allow your dreams to glide among the stars.

Ko te oranga mutunga mōu

Perpetual health and growth

kei tua i te taumata moana.

is beyond the horizon of cresting waves.

Tūwherahia ō ringa, kūmea mai ki tō uma.

Open your arms and pull them to your embrace.

Tāmaki Makaurau

Tāmaki Makaurau, you are a city

he tāone ūmanga kurupounamu koe;

where valued business and enterprise thrives;

tukua tō rongo kia rere i te ao.

On the cover: Magazine Bay Wharf, Maraetai.
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let your good name traverse the world.
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Message from
the Mayor

Auckland Council Group continues
to respond to the financial impact
of COVID-19 while maintaining the
critical investments in transport,
environmental and housing
infrastructure that Auckland needs
to be a world-class city.

Phil Goff helping at food distribution centre.

While the economic impact of COVID-19 has been
less damaging than was feared at the start of the
pandemic, the financial effect on the group is
predicted to be around $1 billion by 2024. This is
compounded by a requirement for $224 million
of investment required to boost water supply in
response to last year’s drought, the worst the
region has ever experienced.

We have achieved $105 million in savings in the
six months to December 2020, against a target
of $120 million over the full financial year. Going
forward, we plan to lock in $90 million a year of
these savings permanently in the upcoming 10year Budget. Staff costs across the group for the
six months to 31 December 2020 were $23 million
lower than for the same period a year earlier,
and the group is becoming a leaner and more
adaptable organisation.

In addition, the long-term outlook remains highly
uncertain. Auckland is the main entry point for
returning New Zealanders, putting it at heightened
risk of further outbreaks and potential lockdowns,
and new, more infectious strains of the virus
increase the chances of an incursion into the
community.

We have maintained the essential services that
Aucklanders rely on, such as transport, parks and
playgrounds, community facilities, waste and
recycling services, and libraries. The Emergency
Budget reinstated $450,000 in funding to
ensure that libraries could continue to operate
at full opening hours; retained full discretionary
operational funding for Auckland’s local boards,
enabling key local community projects to continue;
and restored transport investment by $40 million,
including safety funding such as for upgrading
dangerous intersections.

Given this uncertainty, and the necessity to
continue delivering infrastructure to support
Auckland’s growth, the group has taken a
prudent and responsible approach to financial
management, controlling costs, pursuing
efficiencies, reducing staff costs and cutting
budgets for non-essential spending.

The budgeted $224 million of additional
investment in new water infrastructure will
increase water capacity; alongside water savings
efforts by Aucklanders and an increased take from
the Waikato River. This has allowed us to ease
the severity of water restrictions and has helped
to improve the resilience of our long-term water
supply.

This strong financial management along with
funding support from central government
enabled the group to proceed with $1.2 billion
of capital investment in the six months to 31
December 2020. This included $568 million in
transport projects, and $376 million for water and
wastewater, reflecting our increased investment to
address the drought.
4
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General rates increases have been kept to the
agreed level of 3.5 per cent on average, which has
allowed us to protect the services and investments
Aucklanders rely on, such as libraries, and continue
to invest in important environmental projects and
critical infrastructure.

of the virus into the community, the continued
closure of the international border and the spread
of new variants of the disease overseas contribute
to ongoing uncertainty.
In response, the group continues to take a
prudent and responsible approach to financial
management, with the aim of protecting against
future shocks and maintaining our ability to
continue investing in the infrastructure, services
and facilities we need to be a world-class city.

Our continued prudent approach to managing
debt and finances is reflected in the retention
of our AA and Aa2 ratings from S&P Global and
Moody’s respectively in 2020, both with a ‘stable’
outlook. Despite the headwinds caused by
COVID-19 we will maintain our prudent approach
to ensure value for money for ratepayers and the
efficient running of our city.

Hon Phil Goff
Mayor of Auckland
25 February 2021

The COVID-19 crisis has created one of the most
difficult financial challenges that the group has
faced. The still-present risk of potential incursions

He karere nā te tumu whakarae

Message from the
Chief Executive
Managing the effects of both COVID-19
and one of the most severe droughts in
Auckland’s history make the challenges
we face in the current financial year
unprecedented. This interim report to
31 December 2020 demonstrates that
Jim Stabback
we are dealing with these challenges
in a prudent and responsible manner whilst playing our part in the recovery
of our communities and region. We have reacted well to the immediate
challenges we face however we have an obligation to Aucklanders to look
at both the immediate and longer-term impacts and opportunities.
COVID-19 and border restrictions continue to
impact group revenue, particularly fees and user
charges. Compared to the same period a year
earlier, public transport, parking and infringement
revenues decreased by $54 million and, events and
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charges was $13 million less than the comparative
period in the prior year. This is coupled with an
increase in costs. In total, Watercare spent $12
million more on operating expenditure to
increase the city’s water supply and purchasing
additional safety equipment required in the
COVID-19 environment.

trains and $5 million on the Wynyard Quarter
road programme. Continuing our infrastructure
programme is a critical part of economic recovery
and supporting employment.
From a group financial performance perspective,
our key results are an operating surplus of $1,399
million, $50 million more than the same period
last year. Revenue of $3,592 million was $98
million more than the same period last year.
Total net group debt increased by $223 million to
$10.1 billion against the backdrop of total assets
increasing over the period by $2.2 billion to
$58.2 billion.

A large degree of uncertainty still remains requiring
ongoing careful and prudent management of
our finances for the foreseeable future. We need
to carefully consider the changing needs of
our communities and customers, so we serve
Aucklanders effectively and efficiently now and in
the future. This may mean we reshape services to
better meet their needs.

Looking ahead, we acknowledge that COVID-19
will continue to impact us and we need to keep
working towards recovery and to stimulate and
support critical investment in regional transport,
housing, community, water quality and the
environment. Over the next three years, we will
continue to work with central government and
partners identifying co-funding projects and
finding new ways to finance critical infrastructure.

Developer activity has rebounded well since the
March 2020 COVID-19 lockdown, reflected in an
increase of $37 million in infrastructure growth
charges and a $40 million increase in development
contributions, compared with the six months
to 30 December 2019. This, together with the
$39 million income from the central government’s
‘shovel ready’ funding are promising signs of
confidence in our region’s recovery.

Throughout, our focus remains on providing the
services Aucklanders value and rely on, in the most
effective and efficient way possible. This includes a
continued focus on value for money for ratepayers
and meeting our efficiency savings of $120 million
by 30 June 2021.

Our investment in infrastructure matched that of
the same period in 2019. Group capital investment
was $1.2 billion for the six-month period.
This included $376 million for water supply and
wastewater treatment and $568 million for roads,
footpaths and public transport. The majority of
water supply and wastewater treatment capital
expenditure was in direct response to the drought
including $57 million on sourcing water from the
Waikato River and an additional $28 million on
securing water supply from Hays Creek.

He waka eke noa. We are all in this together.

Our focus remains supporting our region’s growth
and keeping Auckland moving. We spent an
additional $114 million on roads and footpaths,
$29 million was spent on new energy efficient

Jim Stabback
Chief Executive
25 February 2021

shows and conferences revenue was $12
million lower.
The drought has continued to affect financial
performance of the group. Due to water
restrictions, revenue from water and wastewater
6
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Tirohanga mō te pāinga ā moni

Financial performance
overview

Hobson Bay walkway.
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Tirohanga mō te pāinga ā moni

Financial performance overview
The Auckland Council Group’s (the group) unaudited results reflect a
positive start to the recovery from the COVID-19 pandemic. We remain
cautiously optimistic about the remainder of the financial year despite the
continuing impacts of the pandemic, as evidenced by our recent move back
into lockdown at Alert Level 3. While the severity, duration and long-term
implications of the pandemic continue to be highly uncertain, we remain
strongly committed to being fiscally responsible by managing our finances
prudently. This financial management approach will ensure we can continue
to deliver community services and infrastructure that Aucklanders expect.
Our financial performance
compared to the same period
last year

For the six months to 31 December 2020, the
group’s overall revenue and operating surplus both
increased compared to the same period for the
prior year, but not to the extent previously planned
pre-COVID-19. These increases were supported by
movements in capital revenue and non-cash items
that are not directly related to the group’s key
performance indicators and debt constraints.

In July 2020, the group adopted an Emergency
Budget for 2020/2021 with a projected
reduction in cash operating revenue of around
$450 million compared to pre-COVID-19
projections. This Emergency Budget included
a number of mitigations to enable relatively
high levels of capital investment in Auckland to
continue while maintaining the group’s strong
commitment to long-term financial prudence.
These mitigations included:

The group generated an operating surplus before
gains and losses of $1,399 million for the first six
months to 31 December 2020, an increase of
$50 million or 3.7% on the same period last
year. The surplus reflects strong revenue growth
particularly in revenue related to property
development. Our commitment to post-COVID-19
recovery meant there was a strong focus on
containing or decreasing costs where possible.
However, a number of uncontrollable costs such as
the provision for weathertightness and associated
building defect claims have negatively affected our
result. Details of changes in revenue and expenses
compared to the prior year are as follows:

• reductions in planned operating expenditure,
• deferral of some non-critical capital investment,
• increased targets for the disposal or lease of nonstrategic property assets,
• maintaining a planned 3.5 per cent average rates
increase, and
• additional funding support from central
government.

Revenue

• Revenue from shows, events and conferences
was $12 million less due to social distancing
measures and the inability to secure overseas
performers.

The group’s revenue of $3,592 million was $98
million higher than the comparative period in the
prior year. Despite this, the group’s cash operating
revenue is lower than pre-COVID-19 projections
for public transport, regulatory revenue, revenue
from events, shows and stadia, ports revenue and
dividends from Auckland International Airport
Limited (AIAL). This has been exacerbated by the
drought and associated water restrictions.

• Revenue from port operations decreased by $10
million due to stevedore shortages and capacity
issues in the automation project.

Expenditure
Our commitment to post-COVID-19 recovery
meant there was a strong focus on containing
or decreasing costs where possible, however a
number of uncontrollable costs have negatively
impacted on our results.

The most notable increases in revenue came from
the following:
• The region had a 1.9% growth in the rating base,
and that in addition to the 3.5% rates increase
accounts for most of the $102 million increase
in rates revenue.

Expenditure was $48 million higher than the
comparative period in the prior year. The largest
increases were in the following areas:

• Development activity in Auckland picked
up significantly following the first COVID-19
lockdown in 2020, which has resulted in an
increase in development contributions and water
infrastructure growth charges of $40 million and
$36 million, respectively.

• The provision for weathertightness and
associated building defect claims increased by
$52 million as a result of an assessment of the
assumptions around possible cost increases
in the quantum of multi-unit claims as well as
the percentage of claims the group may have to
pay under the legal principle of joint and several
liability.

• Central Government-funded Shovel Ready
initiatives are underway, providing the group
with $39 million of capital subsidies during
the period. In addition to Waka Kotahi NZ
Transport Agency’s operating subsidies, the
group continued to receive top-ups of public
transport revenue shortfalls because of
COVID-19, which resulted in increased operating
subsidies of $49 million compared to the prior
half-year.

• The provision for contaminated land and closed
landfills increased by $7 million to reflect revised
estimates for managing Greenmount Landfill.
• The cost of running and maintaining water
and wastewater treatment plants and disposal
systems increased by $12 million as more water
was pumped from the Waikato River, and health
and safety measures had to be increased in light
of the COVID-19 pandemic.

These increases were offset by the following:
• Vested assets revenue was $73 million less
than the prior year comparative period. Vested
assets are driven by the timing of completion of
residential developments.

• Depreciation and amortisation expense increased
by $33 million due to increased capitalisation
of assets delivered by the group’s significant
capital programme.

• Public transport, parking revenue and
infringement revenues decreased by $54 million
due to the lockdown period and changes to the
way people work and safety concerns following
COVID-19 lockdown. This loss was partly offset
by subsidies from Waka Kotahi NZ Transport
Agency (see above).

These increases were partly offset by the following:
• Employee benefit expenditure decreased by
$23 million as we focused on better resourcing
according to group needs.

• There was a $13 million decrease in water and
wastewater revenue due to water restrictions in
response to the drought.
10
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• Finance costs decreased by $17 million, which
was mainly due to the early close-out of the
group’s basis swaps. The group’s Emergency
Budget 2020/2021 included a savings target of
$120 million to address funding shortfalls caused
by COVID-19. One of the savings initiatives was
to close out the group’s basis swaps. They were
closed out between September and November
2020, delivering a realised gain of $19 million.
The associated underlying borrowings remain
hedged through cross currency interest rates
swaps and as a result, there was little effect on
the group’s exposure to interest rate risk.

Receivables and prepayments

Net other gains and losses

Climate change and the drought accelerated our
investment in water infrastructure to secure our
future water supply. Watercare increased its spend
in water supply assets by $96m to $200 million.
This included $57 million on sourcing water from
the Waikato River, and $28 million on securing
water supply from Hays Creek.

Rates revenue is recognised in full when annual
rates notices are issued at the beginning of the
financial year. This saw rates receivable rise from
$1,006 million to $1,092 million.

Other financial assets
Other financial assets include the group’s
investment in AIAL which is held at fair value.
AIAL’s share price rose 15% in the six months to 31
December 2020, which accounts for the majority
of the $265 million increase in listed shares.

Property, plant and equipment

Net gains were $274 million higher than the
comparative period in the prior year which is
mainly attributable to unrealised gains from
financial assets. The group actively manages
its interest rate exposure to provide certainty
over interest costs in the medium and long-term
through derivatives. Derivatives were valued based
on market interest rates and foreign exchange
rates as at 31 December 2020. As a result of the
movement in interest rates and foreign exchange
rates between 30 June 2020 and 31 December
2020, an unrealised gain of $88 million has been
recognised in net other gains and losses relating to
its derivatives portfolio. The increase in derivative
financial instruments was $245 million more than
the prior year.

The group continued to invest in critical roading
infrastructure to keep Auckland moving safely,
spending $341 million on roads and footpaths,
an additional $114 million compared to the same
period last year. We spent $29 million on new
energy efficient trains and $5 million on the
Wynyard Quarter roading programme.
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Our cash flows compared
to the same period last year

Looking ahead
COVID-19 has created challenges and is expected to
reduce the group’s income by $450 million this year,
with cumulative losses projected to reach around
$1 billion by 2024. The potential for further COVID-19
disruptions from the new, more transmissible
strains of coronavirus and a consequential decline in
economic conditions presents additional risk to the
group’s finances as well as operations.

During the six months to 31 December 2020,
management took a cautionary approach to liquidity
management because of the uncertainty posed by
the ongoing COVID-19 pandemic. Measures adopted
included increasing cash holdings and pre-funding
capital expenditure. As noted in Net borrowings
above, the overall effect was an increase in debt as
well as cash balances.

The group is responding to this challenge in its
upcoming 10-year Budget 2021-2031 – our Recovery
Budget. The proposed Recovery Budget will increase
total capital investment in our city from $26 billion
to $31 billion over the next 10 years and will support
operational expenditure of $55 billion to maintain
and operate community assets such as museums,
libraries, the zoo, parks, playgrounds, sports facilities,
rubbish collections, recycling, roading and public
transport. It positions Auckland to recover strongly
from COVID-19 and continue moving towards fulfilling
our role as New Zealand’s world-class, globally
competitive and inclusive city.

Cash inflows from operating activities
Our increased revenue receipts, along with cost
containment have increased operating cash flows
of $116 million.

Cash outflows from investing activities
Outflows from investing activities decreased by
$200 million mainly as a result of a $78 million
increase in proceeds from the sale of assets,
and a $95 million decrease in fixed term deposits
of surplus cash funds..

Cash inflows from financing activities
Pre-funding of capital expenditure resulted in an
increase in financing activities of $107 million.

Net borrowings
Net borrowings (net of cash and cash equivalents)
increased by $223 million to $10,142 million during
the six months to 31 December 2020. The increase
includes a $500 million domestic green bond
issuance, and $550 million in new borrowings
from the Local Government Funding Agency.
This increase is partly offset by repayments of
matured debt, and an increase of $300 million
in cash holdings.

Our financial position
compared to 30 June 2020
The group increased its net asset position by
$1,879 million from 30 June 2020, to $41,728
million. Most of the increase arose from the
increase in assets, mainly receivables and
prepayments, other financial assets, property,
plant and equipment, and our investment in joint
ventures and associates. The increase was partly
offset by the increase in net borrowings.

12
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Independent Auditor’s Review Report
To the readers of Auckland Council Group’s Interim Financial Statements
for the six months ended 31 December 2020
I am the auditor of Auckland Council and its subsidiaries (together, the Auckland Council Group). I have
used my staff and appointed auditors and their staff to carry out a review of the Auckland Council Group’s
interim financial statements for the six months ended 31 December 2020 (hereafter the interim financial
statements).

•

review of service performance audits, as required by s104 of the Auckland Council legislation, on
the effectiveness of the Council’s post implementation review process and Auckland disaster
preparedness and resilience; and

•

other engagements for Watercare Services Limited in the areas of cyber and security risk advisory,
probity services, quality assurance review on the Central Interceptor project, and limited
assurance on selected non-financial information which are compatible with those independence
requirements.

These matters have not impaired my independence as auditor of the Auckland Council Group. Other than
these engagements, and in exercising my functions and powers under the Public Audit Act 2001 as the
auditor of public entities, I have no relationship with, or interests in the Auckland Council Group.

Emphasis of matter – impact of Covid-19
Without modifying my conclusion, I draw attention to the disclosures about the impact of Covid-19 on the
Auckland Council Group as set out on pages 20 and 21 of the interim financial statements.

Conclusion
I have reviewed the interim financial statements of the Auckland Council Group on pages 14 to 29, which
comprise the statement of financial position as at 31 December 2020, and the statement of comprehensive
revenue and expenditure, statement of changes in equity and statement of cash flows for the six months
ended on that date, and the notes, including a summary of significant accounting policies and other
explanatory information.
Based on my review, nothing has come to my attention that causes me to believe that the accompanying
Auckland Council Group interim financial statements do not present fairly, in all material respects, the
financial position of the Auckland Council Group as at 31 December 2020, and its financial performance and
cash flows for the six months ended on that date, in accordance with PBE IAS 34 Interim Financial Reporting
(Tier 1).

Basis for conclusion
I conducted my review in accordance with NZ SRE 2410 (Revised): Review of Financial Statements
Performed by the Independent Auditor of the Entity. My responsibilities are further described in the My
Responsibilities for the Review of the Interim Financial Statements section of my report.
My staff, and appointed auditors and their staff are independent of the Auckland Council Group in
accordance with the Auditor-General’s ethical requirements relating to the audit of the annual financial
statements, which incorporate the relevant independence requirements issued by the New Zealand
Auditing and Assurance Standards Board, and I have fulfilled my other ethical responsibilities in accordance
with these requirements.
In addition to this review, I and my staff, and appointed auditors and their staff have carried out, or
commenced the following engagements in the past year:
•

an assurance engagement in respect to the Auckland Council’s foreign borrowings programme;

•

a limited assurance engagement in respect to the Auckland Council’s Debenture Trust Deed and
Master Trust Deed reporting certificates;

•
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the audit of the Auckland Council Group’s long-term plan and the related consultation document,
as required by the Local Government Act 2002;
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The Council’s responsibilities for the interim financial statements
The Council is responsible, on behalf of the Auckland Council Group, for the preparation and fair
presentation of these interim financial statements in accordance with PBE IAS 34 Interim Financial
Reporting (Tier 1).
The Council is responsible for such internal control as it determines is necessary to enable it to prepare
interim financial statements that are free from material misstatement, whether due to fraud or error.

My responsibilities for the review of the interim financial statements
My responsibility is to express a conclusion on the interim financial statements based on my review. NZ SRE
2410 (Revised) requires me to conclude whether anything has come to my attention that causes me to
believe that the interim financial statements, taken as a whole, are not prepared in all material respects, in
accordance with PBE IAS 34 Interim Financial Reporting (Tier 1).
A review of the interim financial statements in accordance with NZ SRE 2410 (Revised) is a limited
assurance engagement. I perform procedures, consisting of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review procedures. The
procedures performed in a review are substantially less than those performed in an audit conducted in
accordance with International Standards on Auditing (New Zealand) and consequently does not enable me
to obtain assurance that I might identify in an audit. Accordingly, I do not express an audit opinion on these
interim financial statements.

Greg Schollum
Deputy Auditor-General
Wellington, New Zealand
25 February 2021
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Waiheke Island walking track,
Rocky Bay Te Whau Loop.
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