AUDIT NEW ZEALAND

Mana Arotake Aotearoa

Level 6, 280 Queen Street, Auckland 1010
PO Box 1165, Auckland 1140

8 July 2020

The Council

Far North District Council
Private Bag 752

Kaikohe 0440

The Board Members
Trustees Executors Limited
PO Box 4197

Shortland Street

Auckland 1140

Dear Councillors and Trustees Executors Limited Board Members

Confirmation of Engagement — Limited Independent Assurance Report in respect of
the Far North District Council’s Debenture Trust Deed

The purpose of this letter is to confirm our understanding of our mutual responsibilities arising from
your request to provide a report (the Report) under clause 10.2.6 of the Debenture Trust Deed
between Trustees Executors Limited, (the Trustee) and Far North District Council dated 31 May 2011
(the Trust Deed).

The purpose of this letter is to confirm the terms of our Limited Independent Assurance Engagement
and the nature of, and limitations to the services that we will provide. All services are provided
subject to the terms and limitations set out in this letter (including any appendices).

Scope of the engagement

The Auditor-General is the auditor of Far North District Council pursuant to the Public Audit Act 2001.
The Auditor-General has appointed me David Walker, using the staff and resources of Audit

New Zealand to carry out the audit of the annual financial statements and performance information
of Far North District Council.

The objective of the audit of the annual financial statements and performance information, which is
the subject of a separate letter of engagement with Far North District Council dated 8 July 2020
(attached as Appendix 2), is to report our opinion on those annual financial statements and
performance information on behalf of the Auditor-General.

A business unit of the Controller and Auditor-General | www.auditnz.parliament.nz



As auditors appointed for the audit of the annual financial statements and performance information,
we are not responsible for:

° the preparation of the annual financial statements and performance information of Far
North District Council;

° any Reporting Certificate(s) issued to the Trustee by Far North District Council;

° Far North District Council’s compliance with the Trust Deed; or

° the obligations of the Trustee, as defined in the Trust Deed and relevant legislation, or the
Trustee’s execution of those responsibilities in accordance with the Trust Deed and relevant
legislation.

The procedures performed when carrying out the audit of the annual financial statements and
performance information of the Far North District Council are not designed to assess whether the Far
North District Council has complied with the Trust Deed or to make an evaluation of the Reporting
Certificate(s) Far North District Council issued to the Trustee.

The scope of this Limited Independent Assurance Engagement is to report on certain matters stated
in clause 10.2.6 of the Trust Deed based on information obtained as a by-product of the audit of the
annual financial statements and performance information of Far North District Council for the year
ended 30 June 2020.

For the purpose of providing our Report, (other than as expressly stated in the section below titled
“Scope of the Auditor’s Responsibilities under the Trust Deed”), we will not perform any further
procedures beyond those required to complete the audit of the annual financial statements and
performance information of Far North District Council.

In the performance of our duties as auditors, unless expressly stated, we do not perform any work at
the time Far North District Council’s Reporting Certificate for the year ended 30 June 2020 is
prepared. Accordingly, our statements contained in the Report in relation to the matters addressed
in clause 10.2.6 of the Trust Deed must be viewed in that context.

Scope of Far North District Council’s responsibilities

Far North District Council is required to provide a copy of the annual report, which includes the
audited financial statements and performance information of Far North District Council and our audit
opinion, to the Trustee under clause 10.2.1 of the Trust Deed.

Far North District Council is responsible for preparing Reporting Certificates to the Trustee in
accordance with clause 10.2.4 of the Trust Deed. Far North District Council is responsible for such
internal control as is determined necessary to ensure compliance with the requirements of the Trust
Deed and also to enable the preparation of Reporting Certificates that are free from material
misstatement, whether due to fraud or error.

Far North District Council is responsible for keeping the Register and ensuring that it is separately
audited in accordance with clause 4.2.8 of the Trust Deed.
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Far North District Council is required to comply with the full requirements of the Trust Deed,
including the continuing covenants and reporting requirements.

Far North District Council is responsible for interpreting the clauses and definitions in the Trust Deed.
We make no representations as to whether these interpretations of the Trust Deed are appropriate.

Scope of the Trustee’s responsibilities

The Trustee monitors the Far North District Council’s compliance under the terms of the Trust Deed.
The terms of the Trust Deed were agreed by the Trustee and Far North District Council. We are not a
signatory to the Trust Deed and we were not consulted about the terms of the Trust Deed. We
therefore take no responsibility for the adequacy of the terms of the Trust Deed for monitoring Far
North District Council.

The receipt of the Limited Independent Assurance Report and the audited annual financial
statements and performance information of Far North District Council, and any reliance on the audit
opinion contained in our auditor’s report attached to those audited annual financial statements and
performance information, does not relieve the Trustee of its responsibilities under the Trust Deed
and relevant legislation.

The Financial Markets Authority (FMA) issued a guidance note titled “Monitoring by Securities
Trustees and Statutory Supervisors”®. This guidance note sets out the FMA’s expectations about how
Trustees will carry out their monitoring functions effectively. Where applicable, it is the Trustee’s
responsibility to meet the FMA’s expectations as set out in the guidance note.

Scope of the Auditor’s responsibilities under the Trust Deed

We will conduct our Limited Independent Assurance Engagement in accordance with the
International Standard on Assurance Engagements (New Zealand) 3000 (Revised): Assurance
Engagements Other Than Audits or Reviews of Historical Financial Information issued by the External
Reporting Board. A copy of this standard is available on the External Reporting Board’s website. A
Limited Independent Assurance Engagement is not an audit and the procedures that have been
performed are less than for an audit. As a result, the level of assurance that has been obtained is
substantially lower than the assurance that would have been obtained had an audit been performed.

This standard requires that we comply with ethical requirements and plan and perform our Limited
Independent Assurance Engagement to obtain limited assurance about whether anything has come
to our attention to indicate that the Reporting Certificate for the year ended 30 June 2020 has not
been prepared in accordance with the requirements of clause 10.2.4 of the Trust Deed of the Trust
Deed.

1 please refer to the FMA website for a copy of the guidance note titled “Monitoring by Securities Trustees and Statutory Supervisors” (2013).
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We will report to you on the following specific matters under clause 10.2.6 of the Trust Deed:

. From our perusal of the Reporting Certificate dated 30 June 2020 given on behalf of Far
North District Council pursuant to clause 10.2.4 and, as far as matters that we will observe
in the performance of our duties as auditors are concerned, whether anything is brought to
our attention to indicate that the statements made in such Reporting Certificate are not
materially correct.

° In meeting this responsibility we will agree the total amount of all categories of stock or the
aggregate Principal Amount of Notes on issue and outstanding in the Reporting Certificate
dated 30 June 2020 with Computershare Investor Services and the Local Government
Funding Agency.

° Whether, in performing our duties as auditors, we have:

o become aware of any matters which, in our opinion, are relevant to the exercise
or performance of the powers or duties conferred or imposed on the Trustee; and

o disclosed any matter that, in our opinion, calls for further investigation by the
Trustee in the interests of the Stockholders.

In meeting this responsibility, our procedures will be limited to talking to management and
considering any issues which might come to our attention as a by-product of the audit of
the annual financial statements and performance information.

° As at the end of the financial year, from the audit procedures performed as part of the
audit of the annual financial statements and performance information, whether anything
came to our attention to indicate that, in all material respects, principal money due and
payable on the Stock and interest due and payable on the Stock, had not been paid.

We will not test that each individual Stockholder has received all monies due and payable
to them.

We will report to you on the following matters under clause 10.2.6 of the Trust Deed:

. Whether Far North District Council’s agents have maintained the Register in accordance
with the requirements of the Trust Deed.

. Far North District Council is responsible for maintaining the Register and ensuring it is
separately audited in accordance with clause 4.2.8.

We will not audit the Register for the year ended 30 June 2020. Our procedures will be
limited to asking Far North District Council for a copy of the audit report about the audit of
the Register.

° As at 30 June 2020:

o the amount of Stock and how much is Security Stock and Bearer Stock; and
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o the Principal Money owing or secured under the Stock distinguishing between
Security Stock and other categories of Stock.

In meeting this responsibility, we will agree the total of all categories of Stock with
Computershare Investor Services and the Local Government Funding Agency. We will not
test that each individual Stockholder has received all monies due and payable to them.

Our Limited Independent Assurance Engagement to provide the Report will be completed in
accordance with the scope defined in this letter and any reliance on the Report can only be in the
context of the scope as defined. The Report will therefore not be suitable for any other purpose.

Timetable

Our work will be completed concurrently with the audit of the annual financial statements and
performance information. We will complete our Report as soon as possible once Far North District
Council has signed the annual financial statements and performance information and provided us
with the Reporting Certificate given on behalf of Far North District Council pursuant to clause 10.2.4
of the Trust Deed.

Restriction on use and distribution of our Report

Our Report will be addressed to Far North District Council and the Trustee for the sole purpose of
meeting the requirements of clause 10.2.6 of the Trust Deed.

Our Report is not to be used for any other purpose, copied or made available (in whole or in part), or
recited or referred to in any document, made available to any other person, without our prior
written consent except as may be required by law. In addition, we will take no responsibility for, nor
do we report on, any part of the Trust Deed not specifically mentioned in the report.

Fees

The fee will be payable by Far North District Council for this Limited Independent Assurance
Engagement. The total fee is estimated to be $6,985.

Supporting documentation required

In order to complete this engagement we will need access certain information and documentation
that council should have in its files supporting its reporting certificate. Please refer to Appendix 3 for
details of the information and documentation we will need.
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Agreement

If you have any questions about this letter, please contact me. Please confirm your agreement to the
terms and limitations of this engagement letter by signing below and returning a copy to us.

Yours faithfully

T e

David Walker

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

Far North District Council acceptance

Far North District Council confirms and accepts the engagement of Audit New Zealand to provide the
services on the terms and conditions set out in this engagement letter.

(Signature)

(Name)

(Position)
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Trustee acceptance

Trustees Executors Limited as Trustee for Far North District Council confirms and accepts the
engagement of Audit New Zealand to provide the services on the terms and conditions set out in this
engagement letter.

Trustees Executors Limited has entered into this letter of engagement in its capacity as Trustee of Far
North District Council and accordingly its liability shall not be personal and unlimited but shall be
limited to the assets of Far North District Council available to it from time to time in that capacity.

(Signature)

(Name)

(Position)

B.1.1- F872FNDCD20 - 30-06-2020.docx 7



Appendix 1: Indicative Report

Limited Independent Assurance Report

To Far North District Council and to Trustees Executors Limited
in respect of Far North District Council’s Debenture Trust Deed
For the year ended 30 June 2020

The Auditor-General is the auditor of Far North District Council pursuant to the Public Audit Act 2001.
The Auditor-General has appointed me, David Walker, using the staff and resources of Audit

New Zealand to carry out the audit of the annual financial statements and performance information
of Far North District Council. On behalf of the Auditor-General, | have also carried out this Limited
Independent Assurance Engagement, using the staff and resources of Audit New Zealand, as referred
to in the Debenture Trust Deed dated 31 May 2011 (the Trust Deed).

Far North District Council’s Responsibilities

Far North District Council is required to provide a copy of the annual report, which includes the
audited financial statements and performance information of Far North District Council and our audit
opinion, to the Trustees Executors Limited (Trustee) under clause 10.2.1 of the Trust Deed.

Far North District Council is responsible for preparing Reporting Certificates to the Trustee in
accordance with clause 10.2.4 of the Trust Deed. Far North District Council is responsible for such
internal control as is determined necessary to ensure compliance with the requirements of the Trust
Deed and also to enable the preparation of Reporting Certificates that are free from material
misstatement, whether due to fraud or error.

Far North District Council is responsible for keeping the Register and ensuring that it is separately
audited in accordance with clause 4.2.8 of the Trust Deed.

Far North District Council is required to comply with the full requirements of the Trust Deed,
including the continuing covenants and reporting requirements.

Far North District Council is responsible for interpreting the clauses and definitions in the Trust Deed.
We make no representations as to whether these interpretations of the Trust Deed are appropriate.

Trustee’s Responsibilities

The Trustee monitors Far North District Council’s compliance under the terms of the Trust Deed. The
terms of the Trust Deed were agreed by the Trustee and Far North District Council. We are not a
signatory to the Trust Deed and we were not consulted about the terms of the Trust Deed. We
therefore take no responsibility for the adequacy of the terms of the Trust Deed for monitoring

Far North District Council.
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The receipt of this Limited Independent Assurance Report (Report) and the audited financial
statements of the Far North District Council, and any reliance on the audit opinion contained in our
auditor’s report attached to those audited financial statements, does not relieve the Trustee of its
responsibilities under the Trust Deed and relevant legislation.

The Financial Markets Authority (FMA) issued a guidance note titled “Monitoring by Securities
Trustees and Statutory Supervisors”2. This guidance note sets out the FMA’s expectations about how
Trustees will carry out their monitoring functions effectively. Where applicable, it is the Trustee’s
responsibility to meet the FMA’s expectations as set out in the guidance note.

Our Responsibilities

We conducted our Limited Independent Assurance Engagement in accordance with the International
Standard on Assurance Engagements (New Zealand) 3000 (Revised): Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information issued by the External Reporting Board. A
copy of this standard is available on the External Reporting Board’s website. A Limited Independent
Assurance Engagement is not an audit and the procedures that have been performed are less than
for an audit. As a result, the level of assurance that has been obtained is substantially lower than the
assurance that would have been obtained had an audit been performed.

This standard requires that we comply with ethical requirements and plan and perform our Limited
Independent Assurance Engagement to obtain limited assurance about whether anything has come
to our attention to indicate the Reporting Certificate prepared for the year ended 30 June 2020 has
not been prepared in accordance with the requirements of clause 10.2.4 of the Trust Deed.

The procedures performed when carrying out the audit of the annual financial statements of Far
North District Council are not designed to assess whether Far North District Council has complied
with the Trust Deed or to make an evaluation of the Reporting Certificate(s) Far North District Council
issued to the Trustee.

The scope of this Limited Independent Assurance Engagement is to report on certain matters stated
in clause 10.2.6 of the Trust Deed based on information obtained as a by-product of our engagement
to perform the audit of the annual financial statements and performance information of Far North
District Council for the year ended 30 June 2020 (Statutory Audit Engagement).

For the purpose of providing our Report, unless expressly stated, we have not performed any further
procedures beyond those required to complete the Statutory Audit Engagement of Far North District
Council.

In the performance of our duties as auditors, unless expressly stated, we do not perform any work at
the time the Reporting Certificate for the year ended 30 June 2020 is prepared by Far North District
Council. Accordingly, our statements contained in the Report in relation to the matters addressed in
clause 10.2.6 of the Trust Deed must be viewed in that context.

2 please refer to the FMA website for a copy of the guidance note titled “Monitoring by Securities Trustees and Statutory Supervisors” (2013).
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Our responsibility under clause 10.2.6 of the Trust Deed is to:

. From our perusal of the Reporting Certificate dated [insert date] given on behalf of Far
North District Council pursuant to clause 10.2.4 and, as far as matters that we will observe
in the performance of our duties as auditors are concerned, report whether anything is
brought to our attention to indicate that the statements made in such Reporting Certificate
are not materially correct.

In meeting this responsibility we agreed the total amount of all categories of Stock in the
Reporting Certificate dated [insert date] with Investor Services and the Local Government
Funding Agency.

With reference to the other assertions made by the Chief Executive in the Reporting
Certificate our procedures have been limited to talking to management and considering any
issues which might have come to our attention as a by-product of the Statutory Audit
Engagement.

° Report whether, in performing our duties as auditors, we have:

o become aware of any matters which, in our opinion, are relevant to the exercise
or performance of the powers or duties conferred or imposed on the Trustee; and

o disclosed any matter that, in our opinion, calls for further investigation by the
Trustee in the interests of the Stockholders.

In meeting this responsibility, our procedures have been limited to talking to management
and considering any issues which might have come to our attention as a by-product of the
Statutory Audit Engagement.

. Report, as at the end of the financial year, from the audit procedures performed as part of
our Statutory Audit Engagement, whether anything came to our attention to indicate that,
in all material respects, principal money due and payable on the Stock and interest due and
payable on the Stock, had not been paid.

We have not tested that each individual Stockholder has received all monies due and
payable to them.

. Report whether the Far North District Council’s agents have maintained the Register in
accordance with the requirements of the Trust Deed.

Far North District Council is responsible for maintaining the Register and ensuring it is
separately audited in accordance with clause 4.2.8.

The audit of the Register is a separate engagement in the same way the engagement to
perform the audit of the annual financial statements and performance information is a
separate engagement. Our procedures were limited to asking Far North District Council for
a copy of the audit report about the Register.
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° Report as at 30 June 2020:
o the amount of Stock and how much is Security Stock and Bearer Stock; and

o the Principal Money owing or secured under the Stock distinguishing between
Security Stock and other categories of Stock.

In meeting this responsibility, we have agreed the total of all categories of Stock with
Computershare Investor Services and the Local Government Funding Agency. We have not
tested that each individual Stockholder has received all monies due and payable to them.

Limitations and Use of this Report

This Limited Independent Assurance Report has been prepared solely for Far North District Council
and the Trustee in accordance with the Trust Deed. We disclaim any assumption of responsibility for
any reliance on this report to any persons or users other than Far North District Council and the
Trustee or for any purpose other than that for which it was prepared.

We report to you as accountants, not lawyers. Accordingly we are not aware of all the powers and
duties of trustees which may exist in statute, regulation, case law, legal precedent or otherwise.

Other than as expressly stated, we have not undertaken any additional audit work after signing our
audit report on Far North District Council’s financial statements and performance information. We
explain the scope of our audit engagement in our audit report on Far North District Council’s financial
statements and performance information for the year ended 30 June 2020.

Because of the inherent limitations in evidence gathering procedures, it is possible that fraud, error
or non-compliance may occur and not be detected. As the procedures performed for this
engagement are not performed continuously throughout the period and the procedures performed
in respect of Far North District Council’s compliance with the Trust Deed are undertaken on a test
basis (that is, we do not check every transaction), our Limited Independent Assurance Engagement
cannot be relied on to detect all instances where Far North District Council may not have complied
with the requirements of the Trust Deed. Our Conclusion has been formed on the above basis.

Unqualified Conclusion

Based on our work described in this report, nothing has come to our attention that causes us to
believe that:

° the statements made by Far North District Council in the Reporting Certificate dated [insert
date] pursuant to clause 10.2.4 are materially incorrect (Reporting Certificate dated [insert
date] is given in Appendix 1);

. there are any matters which, in our opinion, are relevant to the exercise or performance of
the powers or duties conferred or imposed on the Trustee;

. there are any matters that, in our opinion, calls for further investigation by the Trustee in
the interests of the Stockholders; and
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. in all material respects, that Far North District Council has not paid all principal money due
and payable on the Stock and all interest due and payable on the Stock.

Our Limited Independent Assurance Engagement was completed on [date] and our conclusion is
expressed as at that date.

The Register and Stock

Far North District Council has provided us with a copy of the audit report about the Register(s).
Please refer to Appendix 2 for a copy of the audit report about the Register(s).

Based on the work described in this Report, as at [insert date] the following balances are given:
. Total stock of XXXX

This is comprised of:

o Security stock of XXXX
o Bearer stock of XXXX
o Other stock of XXXX
o Security stock (Local Government Funding Agency stock) of XXXX

Based on the work described in this Report, as at [insert date] the following balances are given:
° Total Principal Money owing and secured under the stock of XXXX

This is comprised of:

o Security stock of XXXX
o Bearer Stock of XXXX
o Other stock of XXXX
o Security stock (Local Government Funding Agency stock) of XXXX

The following paragraph will be added where Council guarantees the Local Government Funding
Agency’s debt

Far North District Council is a one of a group of guarantors of the Local Government Funding Agency.
As at 30 June 2020 the Far North District Council had x,xxx,xxxk units of Security Stock on issue
associated with the guarantee.
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The difference between Security Stock on issue associated with the guarantee and total borrowings
of the Local Government Funding Agency at 30 June 2020 is as follows:

X, XXX, XXXk Units of Security Stock on issue associated with the guarantee

XX, xxxk Accrued interest

(xxx,xxxk) Treasury Stock® held by the Local Government Funding Agency

XX, xxxk Treasury Stock lent to the market via repurchase agreements by the Local

Government Funding Agency

X, XXX, XXXK Total borrowings of the Local Government Funding Agency at 30 June 2020

Following paragraph will be added where the Council guarantees the Local Government Funding
Agency and the Council reports Local Government Funding Agency figures other than at 30 June in
their Reporting Certificate

The Reporting Certificate dated [insert date] (attached) requires Far North District Council to report
Security Stock (issued with a floating nominal amount) no more than 5 business days before the date
of the Reporting Certificate. Far North District Council has x,xxx,xxxk units of Security Stock on issue
associated with the guarantee at that date. This value includes xxx,xxxk of Treasury Stock held by the
Local Government Funding Agency and excludes accrued interest. The Local Government Funding
Agency may have lent an amount of the Treasury Stock to the market via repurchase agreements.

Independence and quality control
When carrying out the engagement, we complied with the Auditor-General’s:

° independence and other ethical requirements, which incorporate the independence and
ethical requirements of Professional and Ethical Standard 1 (Revised) issued by the
New Zealand Auditing and Assurance Standards Board; and

. quality control requirements, which incorporate the quality control requirements of
Professional and Ethical Standard 3 (Amended) issued by the New Zealand Auditing and
Assurance Standards Board.

3 Treasury Stock is stock which is bought back by the issuing entity reducing the amount of outstanding stock on the open market. When an entity repurchases
its stock, it reduces its liabilities.
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Other than this engagement and our audit of Far North District Council’s annual financial statements*
and performance information, we have no relationship with or interests in Far North District Council
or any of its subsidiaries or the Trustee.

David Walker
Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

41f you were engaged to audit the Register of the Entity, please state — “Other than this engagement, our audit of the Register, and our audit of Far North
District Council’s annual financial statements and performance information, we have no relationship with or interests in Far North District Council or any of its
subsidiaries or the Trustee”.
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Appendix 2: Engagement Letter — Audit of the annual
financial statements and performance information

The Honourable John Carter
Mayor

Far North District Council
Private Bag 752

Kaikohe

Dear John

Audit Engagement Letter

This Audit Engagement Letter is sent to you on behalf of the Auditor-General who is the auditor of all
“public entities”, including Far North District Council, under section 14 of the Public Audit Act 2001
(the Act). The Auditor-General has appointed me, David Walker, using the staff and resources of
Audit New Zealand, under sections 32 and 33 of the Act, to carry out the annual audits of the Far
North District Council’s financial statements and performance information. We will be carrying out
these annual audits on the Auditor-General’s behalf, for the years ending 30 June 2020 to 30 June
2022.

This letter outlines:
° the terms of the audit engagement and the nature, and limitations, of the annual audit; and

° the respective responsibilities of the Council and me, as the Appointed Auditor, for the
financial statements and performance information.

The objectives of the annual audit are:

. to provide an independent opinion on the Far North District Council’s financial statements
and performance information; and

. to report on other matters that come to our attention as part of the annual audit (typically
those matters will relate to issues of financial management and accountability).

We will carry out the audit in accordance with the Auditor-General’s Auditing Standards, which
incorporate the Professional and Ethical Standards and the International Standards on Auditing
(New Zealand) issued by the New Zealand Auditing and Assurance Standards Board (collectively the
Auditing Standards). The Auditing Standards require that we comply with ethical requirements, and
plan and perform the annual audit to obtain reasonable assurance about whether the Far North
District Council’s financial statements and performance information are free from material
misstatement. The Auditing Standards also require that we remain alert to issues of concern to the
Auditor-General. Such issues tend to relate to matters of financial management and accountability.
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Your responsibilities

Our audit will be carried out on the basis that the Council, as the governing body, acknowledges that
it has responsibility for:

° preparing the financial statements and performance information in accordance with any
applicable legal requirements and financial reporting standards;

. having such internal control as determined necessary to enable the preparation of financial
statements and performance information that are free from material misstatement,
whether due to fraud or error; and

° providing us with:

o access to all information relevant to preparing the financial statements and
performance information such as records, documentation, and other information;

o all other information, in addition to the financial statements and performance
information, to be included in the Annual Report;

o additional information that we may request from the Far North District Council for
the purpose of the audit;

o unrestricted access to Council members and employees that we consider
necessary; and

o written confirmation concerning representations made to us in connection with
the audit.

In addition, the Council is responsible:

° for the preparation of the summary financial statements and summary performance
information;

° for making the audited summary financial statements and summary performance
information readily available to the intended users of that information; and

° for including our audit report on the summary financial statements and summary
performance information in any document that contains that information and that
indicates that we have reported on that information.
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The Council’s responsibilities extend to all resources, activities, and entities under its control. We
expect that the Council will ensure:

° the resources, activities, and entities under its control have been operating effectively and
efficiently;
° it has complied with its statutory obligations including laws, regulations, and contractual

requirements;
° it has carried out its decisions and actions with due regard to minimising waste;

. it has met Parliament’s and the public’s expectations of appropriate standards of behaviour
in the public sector in that it has carried out its decisions and actions with due regard to
probity; and

its decisions and actions have been taken with due regard to financial prudence.

We expect the Council and/or the individuals within Council with delegated authority, to
immediately inform us of any suspected fraud, where there is a reasonable basis that suspected
fraud has occurred — regardless of the amount involved. Suspected fraud also includes instances of
bribery and/or corruption.

The Council has certain responsibilities relating to the preparation of the financial statements and
performance information and in respect of financial management and accountability matters. These
specific responsibilities are set out in Appendix 1. Appendix 2 contains some additional
responsibilities relating to the health and safety of audit staff. We expect members of the Council to
be familiar with those responsibilities and, where necessary, have obtained advice about them.

The Council should have documented policies and procedures to support its responsibilities. It should
also regularly monitor performance against its objectives.

Our responsibilities

Carrying out the audit

We are responsible for forming an independent opinion on whether the financial statements of the
Far North District Council:

° present fairly, in all material respects:
o its financial position;
o its financial performance and cash flows for the financial year; and
. comply with generally accepted accounting practice in New Zealand in accordance with

Public Benefit Entity Standards.
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We are also responsible for forming an independent opinion on whether the performance
information of Far North District Council:

° presents fairly, in all material respects, the performance for the financial year, including:

o its performance achievements as compared with forecasts included in the
intended levels of service for the financial year; and

o its actual revenue and expenses as compared with the forecasts included in the
Long-Term Plan and Annual Plan for the financial year; and

. complies with generally accepted accounting practice in New Zealand.

An audit involves obtaining evidence about the amounts and disclosures in the financial statements
and performance information. How we obtain this information depends on our judgement, including
our assessment of the risks of material misstatement of the financial statements and performance
information, whether due to fraud or error. An audit also includes evaluating the appropriateness of
accounting policies and the reasonableness of accounting estimates, as well as evaluating the overall
presentation of the financial statements and performance information.

We do not examine every transaction, nor do we guarantee complete accuracy of the financial
statements and performance information. Because of the inherent limitations of an audit, together
with the inherent limitations of internal control, there is an unavoidable risk that some material
misstatements may not be detected, even though the audit is properly planned and performed in
accordance with the Auditing Standards.

During the audit, we obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Council’s internal controls. However, we will
communicate to you in writing about any significant deficiencies in internal control relevant to the
audit of the financial statements and performance information that we identify during the audit.

During the audit, the audit team will:

. be alert for issues of effectiveness and efficiency — in particular, how the Council and the
District Council have carried out their activities;

° consider laws and regulations relevant to the audit;

° be alert for issues of waste — in particular, whether the Council obtained and applied the
resources of the District Council in an economical manner, and whether any resources are
being wasted;

. be alert for issues of a lack of probity — in particular, whether the Council and the District
Council have met Parliament’s and the public’s expectations of appropriate standards of
behaviour in the public sector; and

° be alert for issues of a lack of financial prudence.
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Our independence

It is essential that the audit team and Audit New Zealand remain both economically and attitudinally
independent of Far North District Council; including being independent of management personnel
and members of the Council). This involves being, and appearing to be, free of any interest that
might be regarded, whatever its actual effect, as being incompatible with the objectivity of the audit
team and the Audit New Zealand.

To protect our independence, specific limitations are placed on us in accepting engagements with
the Council other than the annual audit. We may accept certain types of other engagements, subject
to the requirements of the Auditing Standards. Any other engagements must be the subject of a
separate written arrangement between the Council and me or Audit New Zealand.

Reporting

We will issue an independent audit report that will be attached to the financial statements and
performance information. This report contains our opinion on the fair presentation of the financial
statements and performance information and whether they comply with the applicable reporting
requirements. The audit report may also include comment on other financial management and
accountability matters that we consider may be of interest to the addressee of the audit report.

In addition, we will issue an audit report that will be attached to the summary financial statements
and summary performance information. This audit report will contain an opinion that provides the
same level of assurance as the audit report on the full financial statements and full performance
information.

We will also issue a report to the Council. This report communicates any matters that come to our
attention during the audit that, in our opinion, are relevant to the Council. Typically those matters
will relate to issues of financial management and accountability. We may also provide other reports
to the District Council from time to time. We will inform the Council of any other reports we have
issued.

Please note that the Auditor-General may publicly report matters that are identified in the annual
audit, in keeping with section 21 of the Public Audit Act 2001.

Next steps

Please acknowledge receipt of this letter and the terms of the audit engagement by signing the letter
in the space provided and returning a copy to me. The terms will remain effective until a new Audit
Engagement Letter is issued.

If you have any questions about the audit generally, or have any concerns about the quality of the
audit, you should contact me as soon as possible. If after contacting me you still have concerns, you
should contact the Director of Auditor Appointments at the Office of the Auditor-General on

(04) 917 1500.
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If you require any further information, or wish to discuss the terms of the audit engagement further
before replying, please do not hesitate to contact me.

Yours faithfully

David Walker
Appointed Auditor
On behalf of the Auditor-General
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Appendix 3: Supporting documentation required

We will need access to the following information and documentation from Council’s records
supporting the reporting certificate:

° A copy of the debenture trust deed.

. The signed reporting certificate for the debenture trust deed for 30 June 2020.

° The LGFA floating nominal amount confirmation as at 30 June 2020.

. Copies of all security stock certificates, including all security stock recorded on the register

as 1 cent/1 unit security stocks.

° A security stock listing, indicating who the holders of each security stock are.

° Debt terms sheets for all debenture stock outstanding.

° Written confirmation that all stock that was due to be repaid during the financial was in
fact repaid.

° Written confirmation that any interest due for payment on the stock was in fact paid.

Please note that items requested above may not represent all of the information that we need, and
additional requests for information and documentation may follow during the course of the
engagement depending on the circumstances.
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