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LAKES ENVIRONMENTAL LIMITED
Report from the Chair and Chief Executive
For the Year Ended 30 June 2011

During its fourth year of operation the Company has continued to make progress in its mission to contribute to the
environmental, economic, social and cultural well being of the communities of the Queenstown Lakes and other
Districts through delivery of customer focussed, efficient and cost effective regulatory services. The Company has
continued its focus on delivering consent decisions in a timely manner, improving customer service and driving cost
efficiency and the 2010-11 year has seen positive service delivery and financial results in a difficult market.

TRADING CONDITIONS

Nationally activity in the building and construction industries peaked in 2007 with a dramatic downward correction in
2008. The market has remained subdued in the period 2008 to 2011. Both building and resource consent numbers in
the Queenstown Lakes District have largely followed this national trend. Moreover the effects of the economic downturn
were further compounded by the significant and tragic earthquakes in Canterbury. The economic uncertainty associated
with these events appears to have further dampened development and construction confidence in the Queenstown Lakes
District.

Application numbers for building consents started the year in a positive manner but applications declined in October 2010
and demand was generally depressed for the remainder of the financial year. Overall, building consents issued in the
Queenstown Lakes District in the 2010-11 year were down 9% on the previous period. New dwelling starts were down
9% in line with the overall building trend. Building consents were issued for 322 new dwellings in the 2010-11 year
(2009-10 359), while 399 new lots were created by subdivision (2009-10 416).

Likewise the number of resource consents processed in 2010-11 was down 11% on the previous year. The number of
subdivision consents granted was down 23% on the previous year, while land use consents were down 11%.

The company expects trading conditions to continue to be subdued during the next financial year.

Resource and Building Consents Issued
[ March 2007 LE acquires CivicCorp |

1800

i
1600 X

1400 ~

1200

1000 ~

EResource Consents
800 + = Building Consents

600

400 ~

200

2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 200910 201011

Despite difficult trading conditions for our customers, the management focus on debt management has continued to
ensure income is generally received in a timely manner.
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SERVICE PERFORMANCE

Service performance has been a particular strategic focus of the Board and management since the company was formed
in 2007. This focus has been manifested in a specific focus on timeliness and process days, with a view to moving the
Company to process all consents within the statutory time frames and to reduce the average processing days to as low
as possible.

During the 2010-11 year, the Company has continued with its initiatives to improve performance in the consent processing
areas.

In total, 831 resource consents were processed in 2010-11. Once again over 99% of resource consent applications
submitted in 2010-11 were granted and less than 6% were notified. The average process time for non-notified consents
was down to 12 days (2009-10 15 days) and 97% of all resource consent applications were completed within the statutory
timeframe (2009-10 83%).

In the 2010-11 year 1,100 building consents were processed, a reduction of 9% on the number processed the previous
year. Of the building consents processed, 99% were processed within the statutory timeframe (2009-10 87%), and the
average process time was 9 days (2009-10 11 days).

Overall resource consent processing timeliness has improved from 74% on time at an average of 21 processing days in
2006-07 to 97% on time at an average of 15 days in 2010-11. In practical terms this means that in 2006-07 there were
304 consents (out of a total of 1,171) that were not processed within the statutory timeframe, whereas in 2010-11 there
were 29 consents (out of a total of 831) that were not processed within the statutory timeframe.

Resource Consent Processing
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Likewise building consent processing timeliness has improved from 58% on time at an average of 19 processing days in
2006-07 to 99% on time at an average of 9 days in 2010-11. Once again in absolute terms there were 7 building consents
(out of a total of 1,100) that were not processed in the statutory timeframe in 2010-11 compared with 612 (out of a total
of 1,448) outside the statutory timeframe in 2006-07.
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Building Consent Processing
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The latest Department of Building and Housing Building Consent Statistics report confirms that Lakes Environmental is
one of the most cost efficient consent processors in the country, ranking within the top five of the 72 Building Consent
Authorities when measured on a “fees as a percentage of value of consented building work” basis.

Two notable first steps implemented 2010-11 were the introduction of hand held data collection devices for electronic
recording and printing of parking infringements and the commencement of the backscanning of historical consent files.
The Company sees the introduction of data collection technology producing efficiency gains in all areas of its business
which have inspection or monitoring components. This has proven to be the case with the introduction of this technology
in the parking area and this initial step gives the Company confidence to invest further in this type of technology. The
backscanning of historical consent files is an important platform in the Company’s aspiration to improve customer service,
internal efficiency and overall transparency by making this resource available online.

Once again an annual customer survey was undertaken, which resulted in 92% of consent applicants rating themselves
as satisfied or better in their dealings with the Company. In the 2011 calendar year the company is also taking part in a
benchmarking survey with a number of other territorial authorities in an attempt to gain a more in depth understanding
of further service delivery initiatives it can offer its customers.

PEOPLE

People are the key to delivering the Company’s services and having the right people in place has been a strategic focus
since 2007. The restructuring of the management team in the last financial year resulted in significant performance
improvement and will continue to deliver into the future.

The Company has maintained its sinking lid policy with respect to staff numbers due to the underlying weakness in
consent volumes. Under this policy staff who resign from their position are not automatically replaced - rather each
position is reviewed by management before a decision is made about replacement of the resigning staff member. The
sinking lid policy has had the effect of reducing overall full time equivalent staff numbers by a further 4% in the year
under review. Full time equivalent staff numbers have reduced by 15% from the peak of 78 at the end of 2007-08 to 66
currently.

When recruitment has been necessary, the Company has continued to focus on recruitment of experienced and competent
replacement personnel. Employment conditions in 2010-11 have continued to be favourable in this regard and the
Company has been fortunate in recruiting experienced staff to fill vacant roles. At the end of the 2010-11 year the average
relevant work experience of professional staff was 11.4 years which compares favourably with average experience at the
end of 2007-08 of 6.1 years.
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Despite difficult trading conditions the Company has remained committed to providing relevant professional training to
ensure the skills of our people are maintained and enhanced. In the 2010-11 year 88% of staff attended professional
training on a wide range of specialist subjects, with an average of 2.5 training days per person. The performance of all
staff was reviewed under the performance review system.

The performance of the Company is underpinned by the performance of the staff and the Board and management once
again acknowledge and appreciate the professionalism and dedication shown by staff over the last year.

FINANCIAL PERFORMANCE

The company has continued to make progress in what continued to be difficult conditions for trading.

Revenue for the year was $7,611,316 which was a decrease of $106,419 on the previous year. Building services income
and resource management services income both increased respectively by $147,388 and $12,434. Corporate services
income reduced by $247,935 mainly due to decline in enforcement income. Interest received was $62,156 (2010 $80,462).
Expenses for the year were $7,363,288 and represent a decrease of $168,170 over the previous year. During the year
employee benefits expense was $5,079,952 (2010 $5,156,738). Finance costs reduced by $44,718 on the previous year
as a result of additional loan repayments and reduced interest rates. Other overhead expenses reduced by $48,667 on
the previous year.

The net profit before income tax was $248,028 compared to $186,277 in the previous year and the profit after taxation
was $166,380 compared to $126,639 for the previous year.

The net operating cash deficit for the year was $(421,648) (2010 $461,524). The net cash flow decrease was $(876,277)
(2010 $254,234). At balance date the company held cash and cash equivalents of $1,146,894 (2010 $2,023,171). The
majority of this is cash paid in deposits by applicants for future work.

Negative cashflow was driven by higher capital expenditure and debt repayments and lower volume of cash held due to
a faster turnaround of consents.

The company has intangible assets of $2,423,735 being goodwill. At each balance date goodwill is tested for impairment
against the Company’s only cash generating unit which is to provide resource management and regulatory services to the
community. During the year ended 30 June 2011, the Board has determined that there is no impairment of the value of
the goodwill. The key assumption made in arriving at this determination is that the contract for services with Queenstown
Lakes District Council will continue for a minimum of 9 years with 3-yearly reviews and renewals..

REGULATORY ENVIRONMENT

In 2009-10 the government made significant changes to both the Resource Management Act 1991 and the Building Act
2004 in an effort to make the regulatory processes associated with these acts less complex and provide greater surety and
accountability for applicants and processors alike. These changes have largely come into force through the promulgation
of regulations in the 2010-11 year. Further statutory changes are also either proposed or currently in train. The Company
continues to respond to ensure it has the mechanisms in place to keep pace with these changes and deliver on the
outcomes required by the legislation.

Lakes Environmental supports the government’s moves to reduce the regulatory burden in the development and
construction industries. However the processing of consents is only one small component of a complex process and it is
hoped that in the near future the government will deal comprehensively with the regulatory burden and liability across
the total process rather than its current piecemeal focus. Previous regulatory changes have placed an unfair burden of
liability on consenting authorities and the issue of liability must be properly addressed in conjunction with proposed
regulatory changes.
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COMMUNITY

The Company continued to sponsor a wide range of community events and projects in the 2010-11 year. Total sponsorship
for the year was $38,303. In addition to sponsoring licenses and permits for a host of community group fundraisers,
the Company also provided significant support to events and projects like the Kingston Emergency Services Building,
Queenstown Lakes Community Housing Trust, Queenstown Winter Festival, Festival of Colour, Hawea Flat School Homefront
Project, Upper Clutha Tracks Trust, Gibbston Community Association, Queenstown Auto Extravaganza and the Gibbston
Harvest Festival.

The Company also provided significant support to Christchurch at no cost following the 22 February 2011 earthquake. Two
engineers, seven building officers and an environmental health officer all assisted on the ground in Christchurch in the
immediate aftermath of the earthquake. The Company appreciates the effort put in by these staff, the commitment of
the other 24 staff who volunteered to go to Christchurch, and the staff who went the extra mile in the Queenstown and
Wanaka offices providing business as usual services to our customers while their team mates were away.

OUTLOOK

The Company expects economic conditions in the coming year to remain similar to or slightly better than in the 2010-11
year. Consent volumes are predicted to continue to be depressed but with a slight increase later in 2011-12.

The Company expects to make further advances in customer service in 2011-12. In particular, the focus is looking forward
to the completion of the QLDC funded project to scan historical consents into an electronic format which will enable the
implementation of the Company’s on-line consent processing initiative. The launch of the Company’s new web site will
underpin our ability to transact on-line with our customers and will further improve the efficiency and timeliness of
interactions with our customers in the future.

The Company has made significant progress since its inception in 2007 and continues to strive to improve customer
service, efficiency, and effectiveness within the prevailing regulatory and financial frameworks.

Anne Urlwin Hamish Dobbie
Chairman Chief Executive
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LAKES ENVIRONMENTAL LIMITED
Metrics 2010 - 2011
For the Year Ended 30 June 2011

PLANNING

»831 resource consents processed for the year (952 in
2009-10)

»97% of resource consents processed within the statutory
timeframe with an average process time of 15 days.

»99.3% of resource consent applications granted.

»94.1% of applications processed on a non-notified basis

BUILDING
» 1,100 building consents processed for the year
(1,220 in 2009-10)

»99% of building consents processed within the statutory
timeframe with an average process time of 9 days
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PARKING

» 19,515 infringement notices issued for the year
(21,414 in 2009-10)

Parking Infringement Notices Issued
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ANIMAL CONTROL

»3,277 dogs in the district in for the year
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ENVIRONMENTAL HEALTH Inspections of Registered Premises

» 486 registered premises inspections in 2010-11
(464 in 2009-10) e

LIQUOR

»413 licensed premises in 2010-11 (349 in 2008-09)
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CUSTOMER SATISFACTION

»When surveyed, 92% of consent applicants rated
themselves as satisfied or better with their dealings
with the Company in 2010-11, compared with 77% in
the previous survey (not directly comparable due to a
change in methodology).

STAFF SATISFACTION

»When surveyed, 82% of staff rated themselves as
satisfied or better with their employment with the
Company in 2010-11 (82% in 2009-10).

. ZoLdKES
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LAKES ENVIRONMENTAL LIMITED
The Past Four Years (2007 to 2011)

In 2006 the Queenstown Lakes District Council undertook a review of options for delivering regulatory services to
the community, and decided on establishing a Council Controlled Organisation, with a March 2007 Council paper
highlighting the “expected outcomes” from the new regulatory services CCO as:

» Transparency of operation, through ring-fencing the business in a wholly Council owned, not for profit business; and

» Accountability for performance through the Statement of Intent and the reporting discipline that imposes; and

» Enhanced timeliness, consistency and quality of consent processing through the focussed attention of a specific board of
directors responsible for the delivery of service.

Lakes Environmental is focussed on meeting those expectations, and the following table summarises the progress to date.

EXPECTATION OUTCOME

1 Transparency Monthly operational reports to Council reporting performance under 53 performance indicators, and
of operation regular contact between the Company’s CEO and Council’s Regulatory Manager.

Quarterly reports to Council reporting against Statement of Intent objectives, including summarised
financial reports.

Half-yearly Interim Reports.
Annual Reports incorporating audited financial statements.
Annual General Meeting with shareholder Queenstown Lakes District Council.

Involvement with Council workshops and attendance at Council and Committee meetings as required,
together with discussions annually with Council around the Statement of Intent objectives and key
performance indicators.

Adoption of a “no surprises” approach with Council.

2 Accountability Suite of performance reporting on a monthly basis.
for Ring-fenced service delivery within the Company eliminates any cross-subsidy with Council
performance operations.

Strong internal performance monitoring systems through monthly reporting using balanced scorecard.
Wide range of governance policies in place.

3 Enhanced Resource consent process timeliness increased from less than 75% to now consistently reach better
timeliness, than 97%.
consistency Building consent process times increased from less than 60% to now consistently reach 99%.
and quality
of consent
processing Average process days for building consents decreased from 22 to 9.

Average process days for resource consents decreased from 43 to 15.

The total number of uncompleted building consent files has been reduced from 6,206 at September
2009 to approximately 2,950 at June 2011 and the total number over 2 years old has reduced from
approximately 4,500 to approximately 1,750 at June 2011.

Building consent charges now amongst the lowest of all BCA’s in NZ.
Hourly rates for resource consent processing about average for TLA’s in NZ.

Internal review processes have been strengthened with team approach to processing, thereby
increasing consistency in decisions.

Employment of more senior and experienced staff and improved quality systems have improved the
quality and consistency of resource consent decisions.

Building consent quality improved with BCA accreditation.
Strong commitment to staff training programmes.

4 Focussed Clear strategic vision and plan reviewed annually.

organisation Business plan with short (1 year) and medium term (3-5 years) objectives and monthly balanced
scorecard performance monitoring reviewed annually.

Recruitment and retention of qualified staff (average years of professional experience of professional
processing staff has increased from 6.1 (Jun 2008) to 11.4 (June 2011).

Adoption of new technologies with on-line transaction capability being introduced for both building
and resource consents.

ZoLdKES 0
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These results indicate that Lakes Environmental has made significant gains in the past four years in terms of delivering on
outcomes that the Council expected when the CCO was established early in 2007. However, the focus of the company’s
strategic and business plans continues to be on improving performance across the spectrum of services that the company
offers its customers, and the specific goals for the next financial year - summarised in the next section - demonstrate
this commitment.

LAKES ENVIRONMENTAL LIMITED
Goals 2011 - 2012

Consistent with prior years, our goals for 2011-12 are based on four Key Result Areas as defined in our Strategic Plan.
These relate to:

» People

» Business Processes and Technology
» Stakeholder Relationships

» Financial Performance

PEOPLE

Ensuring the right people with the appropriate skills are in place to deliver quality results in a timely manner remains the
core people focus in 2011-12. The health and safety of staff is a key consideration in all the Company’s activities and this
will continue in the coming year and beyond.

The Company continues its commitment to provide relevant professional training to ensure the skills of our people are
appropriately maintained and enhanced. To this end $170,600 is budgeted for training for the 2011-12 financial year.

BUSINESS PROCESS AND TECHNOLOGY

The business process focus over the last four years has delivered significant benefits with respect to consent timeliness
and as a result of this success, the focus in the 2011-12 year is largely on further improvement of the output quality of
services delivered by the Company and improving the transactional interface. In the upcoming year this focus will largely
be on implementing a company wide quality management system to further improve consistency and quality of process
outcomes.

In the technology area we are moving rapidly towards electronic processing of consent applications and are looking to
move to transacting with more of our customers on an electronic basis. The Company has made a significant investment
in this area in 2010-11 and will be rolling out electronic transactional capability in 2011-12.

STAKEHOLDER RELATIONSHIPS

In the 2011-12 year the Company will continue to deliver on improved availability of and access to information for
stakeholders and deliver on its stakeholder relationship plan to ensure stakeholder engagement is improved.

Stakeholder focus will be maintained through the implementation of regular stakeholder meetings which encourage
stakeholder feedback.

FINANCIAL PERFORMANCE

In addition to the ongoing focus on earnings, equity and the gearing ratio, the Company will continue to build a provision
to adequately cover uninsured liabilities.

: ZaLaKes
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LAKES ENVIRONMENTAL LIMITED
Summary Financial Statements
For the Year Ended 30 June 2011

GOVERNANCE AND STATUTORY DISCLOSURES

GOVERNANCE FRAMEWORK

Lakes Environmental is a limited liability company and a Council Controlled Organisation (CCO) under the Local Government
Act 2002. All of the company’s shares are owned by the Queenstown Lakes District Council.

The Company’s principal objective, as set out in Section 59 of the Local Government Act 2002, is to:

» Achieve the objectives of the Council, both commercial and non-commercial, as specified in the Statement of Intent; and
» Be a good employer; and
» Exhibit a sense of social and environmental responsibility by having regard to the interests of the communities in

which it operates and by endeavouring to accommodate or encourage these when able to do so.

This principal objective underpins the activities of the Company.

BUSINESS PLANNING AND REPORTING

In March each year the Board provides the shareholder with a draft Statement of Intent (SOI) which, in accordance with
the Local Government Act 2002, includes objectives of the Company, the nature and scope of its activities and the key
financial and non-financial performance targets and measures for the Company. The shareholder makes comments on
the SOI. The Board considers these comments and then delivers a final SOI to the shareholder before the 1 July start of
the financial year. The latest Lakes Environmental SOI is available on the company’s website.

Lakes Environmental provides its shareholder with quarterly reports containing financial information and commentary.
The Company also provides it shareholder with a half-yearly report, in addition to its annual report. The annual report,
including the audited financial statements, is available on the company’s website.

BOARD OF DIRECTORS

The Board is appointed by the shareholder, Queenstown Lakes District Council, in accordance with its policies under the
Local Government Act 2002 and the Company’s Constitution. The directorate of the Company currently comprises four
independent directors appointed for their knowledge, skills and experience. The shareholder sets the appointment terms
and remuneration of directors.

The Companies Act 1993, the Local Government Act 2002 and the Company’s Constitution govern the Board’s role and
responsibilities. The Directors are responsible for the governance of the Company in the interests of the Queenstown Lakes
District Council, as shareholder.

The Board’s approach to governance is to adopt “best practice” as recommended by the Institute of Directors in New
Zealand Inc with respect to:

» The operation of the Board;

» The performance of the Board;

» Managing the relationship with the company’s Chief Executive; and
» Being accountable to the company’s shareholder.

The Board works collaboratively with the Queenstown Lakes District Council as shareholder, and endeavours to ensure a
“no surprises” relationship.

ZoLdKES 1
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The Board’s role is to assist the company to meet its objectives and any other requirements in its Statement of Intent.
The Board considers:

» Company strategy;

» The annual business plan and budget, and review of company performance;
» Business opportunities and risks;

» Financial and risk management policies; and

» The Chief Executive’s performance against established goals and plans.

The Board usually holds up to 11 meetings per year, and meets whenever necessary between the scheduled meetings
for discussion on urgent matters. In the year ended 30th June 2011 the Board met 11 times. Meetings are held in
Queenstown, Wanaka and via teleconference.

The Board has established an Audit Committee. The Audit Committee did not meet in the year to 30th June 2011 as the
small size of the Board enabled the Committee’s activities to be undertaken by the full Board.

The Company’s Constitution permits Deeds of Indemnity to be provided to directors for potential liabilities they may incur
for acting or omissions in their capacity as directors. The Company also has Directors and Officers Liability insurance,
although insurance is not provided for dishonest, fraudulent, malicious or wilful acts or omissions.

There were no share dealings with Directors and no loans provided to Directors during the year (2010 nil). During the year
the Board received no notices from Directors of the Company requesting to use Company information received in their
capacity as Directors which would not otherwise be available to them.

The Board conducts a formal self-evaluation each year, seeking director feedback on a range of matters relating to Board
performance including its role, procedures, practices and administration.

The Board elects its own Chairman each year immediately following the Annual General Meeting. Anne Urlwin is the
current Chair.

Board composition and attendance for the year ended 30th jJune 2011

BOARD MEETINGS

DIRECTOR ORIGINAL APPOINTMENT RE-APPOINTMENT CURRENT TERM EXPIRES ATTENDED
(OUT OF 11 MEETINGS)

Anne Urlwin (Chair) March 2007 - November 2011 10
Alan Bickers March 2007 November 2009 November 2013 10
Nick Brown March 2007 November 2009 November 2013 11
Tony Hill March 2007 - November 2011 11

DIRECTORS’ INTERESTS IN TRANSACTIONS

Directors were in receipt of ordinary services from the Company, which it provides to the community in general. All of the
transactions were provided on normal commercial terms.

DIRECTORS” REMUNERATION

Directors’ remuneration was authorised in accordance with Section 211(1) (f) of the Companies Act 1993 from the
effective date.

2011 2010

$ $

Anne Urlwin 24,767 20,000
Alan Bickers 20,000 20,000
Nick Brown 20,000 20,000
Tony Hill 29,533 34,300
$ 94,300 $ 94,300

AUDITOR

The Auditor General is the statutory auditor of the Company in accordance with the Public Audit Act 2001. The Auditor
General has appointed Pat Heslin, using the staff and resources of Deloitte, to carry out the audit of the financial statements
and performance information of the company on her behalf for the year ended 30 June 2011.

- ZaLaKes
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LAKES ENVIRONMENTAL LIMITED
Summary Financial statements
For the Year Ended 30 June 2011

DIRECTORS’ PROFILES

ANNE URLWIN B Com, CA, ACIS, AFNZIM, FInstD (NZ)
Chairman

Anne Urlwin is a Wanaka-based company director, chartered accountant and consultant. She is currently chairman of
Naylor Love Enterprises Limited and a director of Meridian Energy Limited and of New Zealand Cricket.

Anne’s recent governance activities include chairmanship of the New Zealand Blood Service and of internet IT infrastructure
company New Zealand Domain Name Registry Limited, as well as deputy chairmanship of Crown companies in the science
and aviation sectors. She has also served as a board member of Crown companies, local authority companies and other
public sector and not-for-profit organisations in the public transport, forestry, tertiary education and health arenas.

ALAN BICKERS JP, BE, G Dip BS, CPEng, Dist FIPENZ, FAMINZ, FinstD (NZ), FNZIM
Director

Alan Bickers has some 20 years’ experience as a director of small/medium companies and crown enterprises associated
with civil engineering, consulting services, building control, education, transportation, infrastructure, health services,
housing construction, technical publications, property development, regulatory services, electricity generation and
distribution, vehicle testing, horticulture and water/wastewater infrastructure.

He is the Chairman of both the Building Practitioners’ Board and Plumbers, Gasfitters and Drainlayers’ Board and is an
accredited resource consent commissioner.

DR. W.A.N. (NICK) BROWN Ph.D, M.Agr.Sc, B.Agr.Sc
Director

Nick Brown is a Wanaka based resource economist. He was a partner in the economic consulting firm of Brown, Copeland
and Co Ltd from 1983-2002, and retains an active involvement in resource economics issues. Recently, he was appointed
by the Government as a member of the Waitaki Water Allocation Board. He has 15 years of governance experience,
including serving as Pro-Chancellor of Lincoln University. He is currently a Director of a number of investment companies,
a mentor for certain local businesses, and Chairman of the Southern Lakes Arts Festival Trust (the Festival of Colour).

TONY HILL MinstD
Director

Tony Hill, a resident for over 30 years, is a Queenstown businessman with wide experience in tourism and hospitality
management, and the past 10 years in Governance through directorships of Lakes Environmental Ltd., Wakatipu PHO
(Primary Health Organisation), Queenstown Resort College and other smaller entities. Tony has a strong understanding
and appreciation of the diverse nature of our community and its expectations in terms of the provision of regulatory
services. Tony is an Executive Trustee of both the Halberg Trust and the Lakes District Air Rescue Trust and for many years
has been involved in the establishment of a Standard and protocols with ACC for Air Ambulance/Air Rescue services in NZ.
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LAKES ENVIRONMENTAL LIMITED
Summary Statement of Comprehensive Income
For the Year Ended 30 June 2011

2011 2010
$ $
Income

Revenue 7,611,316 7,717,735

Expenditure
Employee benefits expense 5,079,952 5,156,738
Depreciation 109,827 107,826
Finance costs 163,660 208,378
Other expenses 2,009,849 2,058,516
7,363,288 7,531,458
Profit before income tax 248,028 186,277
Income tax expense 81,648 59,638
Profit after income tax 166,380 126,639
Other comprehensive income - -
Total comprehensive income after income tax 166,380 126,639

Summary Statement of Changes in Equity
For the Year Ended 30 June 2011

2011 2010
$ $
Equity at beginning of the year 160,866 34,227
Total comprehensive income after income tax 166,380 126,639
Equity at end of the year 327,246 160,866

y ZaLaKes
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LAKES ENVIRONMENTAL LIMITED

Summary Statement of Financial Position

As at 30 June 2011

2011 2010
$ $
Total current assets 1,668,563 2,519,177
Total non-current assets 2,876,161 2,793,977
Total assets 4,544,724 5,313,154
Total current liabilities 2,729,470 3,530,329
Total non-current liabilities 1,488,008 1,621,959
Total liabilities 4,217,478 5,152,288
Net assets 327,246 160,866
Equity
Retained earnings 277,246 110,866
Share capital 50,000 50,000
Total equity 327,246 160,866
Summary Statement of Cash Flows
For the Year Ended 30 June 2011
2011 2010
$ $
Net cash inflow (outflow) from operating activities (421,648) 461,524
Net cash inflow (outflow) from investing activities (187,509) (44,659)
Net cash inflow (outflow) from financing activities (267,120) (162,631)
Net increase (decrease) in cash and cash equivalents (876,277) 254,234
Cash and cash equivalents at beginning of period 2,023,171 1,768,937
Cash and cash equivalents at the end of the period 1,146,894 2,023,171
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LAKES ENVIRONMENTAL LIMITED
Statement of Intent - Performance Targets and Measures
For the Year Ended 30 June 2011

Performance targets are those adopted in the Company’s Statement of Intent for the year commencing 1 July 2010.

Financial Performance Measures

TARGET ACTUAL
YEAR ENDED YEAR ENDED VARIANCE
30 JUNE 2011 30 JUNE 2011
$'000 $'000 $'000
EBIT (Earnings before interest and tax) 444 412 -32
Retained tax-paid profit 174 166 -8
Bank Loan servicing
(principal + interest payments) 335 393 +58
Gearing ratio 87% 87% Nl

(bank debt to debt + equity)

The Statement of Intent was delivered to its shareholder prior to 30 June 2010 as required by the Local Government Act
2002.

Revenues were 3.7% and expenses were 3.5% below the targets that were included in the Statement of Intent. Overall
EBIT was $32,000 below the target. As a consequence of the reduced EBIT and of the change in the taxation provision
retained earnings were $8,000 below target.

Bank loan repayments and servicing costs were $58,000 above the target. Bank loan repayments were $100,658 in
excess of target and interest paid was $42,278 below target due to a combination of lower interest rates and increased
loan repayments. The gearing ratio is equal to the target.

Non Financial Performance Measures

TARGET ACTUAL
YEAR ENDED YEAR ENDED VARIANCE
30 JUNE 2011 30 JUNE 2011
Customer satisfaction 90% 92% +2%
Staff satisfaction 90% 82% -8%
Staff turnover 11% 25% -14%
Number of lost time injuries Nil Nil Nil

The customer satisfaction measure is the percentage of customers who, in a direct customer survey, rated themselves as
satisfied or better in their dealings with the company. The customer satisfaction was 92% compared to 77% last year and
is above the target of 90%.

The staff satisfaction survey measures the degree of staff satisfaction with the company as an employer. Staff satisfaction
has remained unchanged when compared with the 2010 result and is below the target of 90%.

The staff turnover measures the number of permanent staff that left the company during the year ended 30 June 2011
as a percentage of total staff positions as at 30 June 2011 Staff turnover was 25% compared to 28% last year and the
target of 11%.

A lost time injury is an injury incurred at work that requires more than one day off work.
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Deloitte

INDEPENDENT AUDITOR’S REPORT
TO THE READERS OF LAKES ENVIRONMENTAL LIMITED’S
SUMMARY FINANCIAL STATEMENTS AND SUMMARY STATEMENT OF SERVICE PERFORMANCE
FOR THE YEAR ENDED 30 JUNE 2011

We have audited the summary financial statements and summary statement of service performance as set out on pages 15 to
17, which were derived from the audited financial statements and statement of service performance of the Company for the

year ended 30 June 2011 on which we expressed an unmodified audit opinion in our report dated 26 August 2011.

®  The summary financial statements and summary statement of service performance comprisethe summary statement of
financial position as at 30 June 2011, and summaries of the statement of comprehensive income, summary statement of
changes in equity and summary statement of cash flows for the year then ended, the related notes and the summary

statement of service performance of the Company on pages 15 to 17.
Opinion

In our opinion, the information reported in the summary financial statementsand summary statement of service performance
complies with FRS-43: Summary Financial Statements and is consistent in all material respects with the audited financial

statements and statement of service performance from which they have been derived
Basis of opinion

The audit was conducted in accordance with the Auditor-General’s Auditing Standards, which incorporate the International
Standards on Auditing (New Zealand).

The summary financial statements and summary statement of service performance do not contain all the disclosures required
for audited financial statements and statements of service performance under generally accepted accounting practice in New
Zealand. Reading the summary financial statements and summary statement of service performance, therefore, is not a

substitute for reading the audited financial statements and statement of service performance of the Company.
Responsibilities of the Board of Directors and the Auditor

The Board of Directors is responsible for preparing the summary financial statementsand summary statement of service
performance in accordance with FRS-43: Summary Financial Statements. We are responsible for expressing an opinion on
those statements, based on the procedures required by the Auditor-General’s auditing standards including International

Standard on Auditing (New Zealand) 810: Engagements to Report on Summary Financial Statements.

In addition to the audit we have carried out assignments in the area of taxation compliance which are compatible with these

independence requirements. Other than the audit and these assignments, we have no relationship with or interests in the company.

3

P F Heslin

DELOITTE

On behalf of the Auditor-General
Dunedin, New Zealand

26 August 2011
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LAKES ENVIRONMENTAL LIMITED
Directory
For the Year Ended 30 June 2011

COMPANY NUMBER 1910738

DATE REGISTERED Lakes Environmental Limited was registered on 12 March 2007

NATURE OF BUSINESS The Company is engaged in providing resource management and
regulatory services for the community.

REGISTERED OFFICE 74 Shotover Street, Queenstown

SHARE CAPITAL 500 Ordinary Shares

SHAREHOLDER As at 30 June 2011 the Queenstown Lakes District Council owned

100% of the shares on issue.

DIRECTORS Anne June Urlwin (Chair)
Alan Norman Bickers
William Alan Nicholas Brown
Anthony Evan Hill

MANAGEMENT Hamish Dobbie Chief Executive
Rob Cameron Chief Financial Officer
Rachel Evans Manager Human Resources
Brian Fitzpatrick Manager Resource Management Services
Peter Laurenson Manager Building Services
Lee Webster Manager Corporate & Regulatory Services
BANKERS Bank of New Zealand
SOLICITORS Lane Neave
AUDITORS Deloitte
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