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Independent Auditor's Report

To the Members of
Heart of the City Incorporated

We have audited the special purpose financial statements of Heart of the City Incorporated on pages 5 to 13
which comprise the statement of financial position as at 30 June 2016, and the statement of financial
performance, statement of movements in equity for the year then ended, and a summary of significant
accounting policies and other explanatory information. The special purpose financial statements have been
prepared by the board in accordance with accounting policies outlined in the statement of accounting policies.

This report is made solely to the members as a body, in accordance with the Rules of Heart of the City
Incorporated. Our audit has been undertaken so that we might state to the members those matters we are
required to state to them in an auditor’s report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the board and the members as a body, for our
work, for this report, or for the opinions we have formed.

Boards’ Responsibility for the Financial Statements

The board is responsible for the preparation of these special purpose financial statements in accordance with
the stated accounting policies and for such internal control as the board determine is necessary to enable the
preparation of special purpose financial statements that are free from material misstatement, whether due to

fraud or error. The board is responsible for determining that the stated accounting policies are appropriate in
the circumstances for which these special purpose financial statements are prepared.

Auditor’s Responsibility

Our responsibility is to express an opinion on these special purpose financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing (New Zealand). Those
standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements 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 entity’s internal control. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Other than in our capacity as auditor we have no relationship with, or interests in, Heart of the City Incorporated.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

RSM Hayes Audit is a member of the RSM nefwork and trades as RSM. RSM is the trading name used by the members of the RSM network . Fach member of the RSM network is an
independent accounting and consulting firn which practises in its own right. The RSM network is not itself a separate legal entily in any jurisdiction.



RSM

Opinion

In our opinion, the special purpose financial statements of Heart of the City Incorporated for the year ended 30
June 2016 on pages 5 to 13 have been prepared, in all material respects, in accordance with the stated
accounting policies.

Basis of Accounting

Without modifying our opinion, we draw attention to Note 1 to the special purpose financial statements which
describes the basis of accounting. The special purpose financial statements are prepared solely for the
members of Heart of the City Incorporated. As a result, the special purpose financial statements may not be
suitable for another purpose.

S

14 October 2016

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

RS5M Hayes Audit is a member of the RSM network and trades as RSM. RSM is the trading name used by the members of the RSM network. Each member of the RSM nefwark is an
independent accounting and consulting firm which practises in its own right. The RSM network is not itself a separate legal entity in any jurisdiction



HEART OF THE CITY INCORTORATED

Statement of financial performance
for the year ended 30 June 2016

Note This Year Last Year
Income

Aucldand City Contributions 4,204,583 4,322,839
Destinztion Marketing Campaign Funding 705,986 673,734
5,000,570 4,996,573

Investment and Other income
Dividend Received 1,035 1,005
Interest Received 35,116 7,175
Other Income 14 326,000 429484
362,151 437,664
Total Income 5,362,721 5,434,237

Tho accompanying notes form part of these financial staloments,




HEAILT OF THE CITY INCORPORATED

Statement of financial petformance
for the year ended 30 June 2016

Exponses

ACC Levy

Accountancy Fees

Advocacy

AGM Bxpenses

Amortisadon of Intangible Assets
Audit Fees — Grane Thornton New Zealind Audit
Audit Fees — RSM Hayes Audie
Bad Debts Written Off

Bank Iees and lnterest

Commitiee Expenses
Computer/Phone Maintcnance
Depreciation

Education/Seminars

Events, Sponsarship & Advertising
Forensic Accounting and Legal Expenscs
Forgiveness of Loan

General Bxpenses

Insurance

Legal Fees

Loss on Sale of Fixed Assets

Low Value Asset

Membership Communication
Ofice Services

Parking (Staff)

Power

Printing, Postage & Stationery
Prior Period Assets Written Down
Recruitment Expense

Rent & OPEX

Personnel Bxpenses

Security

Telephone/Internes

Website Managemetn

Where Next App Operational Expenses
Total Expenses

Net Surplus

Note This Year Last Year
2,551 4,453

39,915 14,039

46,664 239,134

1,450 1,818

86,049 117,354

- 10,866

11,965 14,500

250 -

34 1,321

11,779 1,600

32,573 20,273

2 78,830 04,304
3,705 -

13 2,531,572 1,910,022
12 39,195 401,861
4,400 4,400

10,390 15,525

21,498 17,203

34,601 11,408

5,937 9,830

922 -

70,411 20,122

21,005 24,823

7,221 4,835

4,387 2,996

14,289 11,927

{9,400) 48,879

38,988 84,013

119,281 118,162
1,126,998 1,210,728

76,523 55,300

{4,451 13,254

22,020 21,780

128,646 122,330
4,602,417 4,629,082
760,304 805,155

The accompanying notes form part of hese financial slalements,




HEART QE THE CITY INCORPORATED

Statement of movements in equity
for the year ended 30 June 2016

This Year Last Year
Equity at 1 July 873,278 68,123
Net Surplus for the Yeas 760,304 805,155
Total Equity at 30 June 1,633,582 873,278

The accompanylng nolas form pant of hase finanslol statements,




HEART OF THE CITY INCORPORATED

Statement of financial position

as at 30 June 2016

Equity
Retained Earnings

Current Llabiiltles
Accounts Payable
Income Received in Advance

Total Equily & Liabllitles

Current Assels

Cash & Cash Eqguivalents

Short Term Deposits

GST Receivable

Prepayments

Settlement Receivables

Accounts Receivable

Ferry Building Suspensory Loan - Current

Non-Current Assaets
Plant and Equipmoent
Capital Work in Progress

Invastments

Feery Building Suspensory Loan - Non-current
Intanglhle Assots

Website

Trademarks

Intangible Work in Progress

Total Assels

T ‘r\iuid, Ch:‘;: ars‘of(j

Boa,\d Member l

Note This Year Last Year
1,633,582 873,278
513,509 264,173
10 1,134,573 223333
{,641,0620 487,506
3,281,664 1,360,784
10 2,567,017 408,835
268,902 319,613
54,572 59,542,
4,000 -
14 B TE5,000
22,816 54,191
9 4,400 4,400
2,921,707 961,581
3 225,546 186,839
13,375 10,000
238,921 196,839
9 26,400 30,800
8 89,511 134,012
5,125 5125
- 32,427
94,036 171,564
359,957 399,203
3,281,604 1,360,784
310 [zt
Dale
X 1 Io\, Qe &
Dale !

The accompanylng notes form part of these financlal stalements.



HEARL OF THE CITY JNCORPORATED

Notes to the financial statements
for the year ended 30 June 2016

1 Statement of Accounting Pollcies

These are the special purpose financial statements of Heart of the City Incorporated. Heart of the
Cily Tncorporated is domiciled in New Zealand and is an Incorporated Society under the
Incorporated Societies Act 1908. Fleart of the City as an incorporated society is nol requited to
report under the new Public Benefit Entity Internatonal Accounting Standards (“PBE IPSAS”)
and other applicable financial reporting standards as approprinte that have been authorised for use
by the External Reporting Boatd for Not For Profit eatities. The board have decided to prepare
special purpose financial statements in accordance with the accounting policies stated in these
financial statements. The board considers that the accounting policies adopted in these special
purpose [nancial statements are appropriate to give the usets of the financial statements
meaningful information about the pesformance and position of the organisation.

Moastrament Systam
'The measuremnent system adopted is that of historical cost.
Particular Accounting Policles

The following is 4 summary of the significant accounting policies adopted by Heart of the City
Incorporated in the preparation of these [inancial statements,

Property, Plant and Equipment

Property, plant and equipment are recorded at cost less accumulated depreciation.
Deprecintion is recognised in the Statement of financial performance to write off the cost of an
item of property, plant & equipment, less any residual value, over its expected useful life, ar the
rates listed below.

Gains and losses on disposal of property, plant and equipment are taken inte account in
determining the financial performance for the year.

Rate Method
Office Equipment 16% - 67% DV
Computer Equipment 16% - 60% Dv
Fittings and Furnitare 11.4% - 21.6% DV
Promotional Assets 10% - 48% DV
Promotional Assets 20% SL

Depreciation methods, useful lives and residual values are reviewed at cach reporting date.

Operating Leases

Leases under which all the risls and benefits of ownership are effectively retained by the lessor are
classified as operating leases, Operating lease payments are charged as an expense in the periods in
which they are incurred,

Accounts Recelvabile

Accounts receivable are valued at anticipated realisable value. An estimate is made for doubt{ul
debts based on a review of all outstanding amounts at year end. Bad debts are written off during
the period in which they are identified.




[EART OF THE CITY INCORI'ORATED

Notes to the financial statements
for the year ended 30 June 2016

lnvestmants
Iavestments arc stated at cost.
Goods and Services Tax

Financial information in these accounts is recorded exclusive of GST with the exception of
receivables and payabies, which include GST. GST payable or receivable at balance date is included
in the appropriate category in the Statement of Finuncial Position,

Intangibles

The website is accounted for using the cost model whereby eapitalised costs are amortised on a
diminishing value basis over its estimated usefut life using a 50% 1.V, method, as this asset is
considered finite, Residual values and useful lives are reviewed at each reporting date. Subsequent
expenditure is capitalised only when it increases the futuce economie benefits embodied in the asset
to which it relates. Other expenditure is recognised in profit ot loss when incuered. Trademarks are
recopnised it cost and ave not amortised as they are not considered finite,

Accounts Payable

Trade and other payables represent liabilities for goods and services provided to Heaxt of the City
Incorporated prior to the end of the finencial yenr which are unpaid. The sunourts are unsceured.
Cash and Cash Equivalents

Cash and cash equivalents aze short term, highly liquid invesunents that are readily convertible to
tnown amounts of cash and which are subject to an insignificant risk of changes in value,

Revenue

Revenue shown in the Statement ol Financial Performance comprises the amotnts received and
reccivable by way of grants and sponsorship,

investmont income

Interest is accounted for as earned.

Income Recelvad In Advance

Income teceived in advance relates to funds received from pataers and the council where there are
unlulfilled obligations for Heatt of the City Incorporated to provide services in the future. These
are reecorded as revenue as the obligations are fulfilled.

Tax

From 1 July 1999 the entity was exempt (tom income tax under section CW 40(1) of the Income
Tax Act 2007,

Changes in Accounting Pollcies

Heart of the City Incorporated has previously reported in accordance with NZ Financial Repotting
Standaeds and Statements of Standard Accounting Practice “NZ FRS”. The accounting policies
adopted in these financial statements are consistent with those ol the previous financial year under

NZ FRS,

1@




HEART OF THE CET'Y INCORFORATED

Notes to the fihancial statements
for the year ended 30 June 2016

2 Dopraclation This Year Last Year
$ %

Depreciation Office Hquipment 1,296 1,707
Depreciation Computer Equipment 8,197 8,755
Depreciation Office Fittings & Furniture 7,198 8,481
Deprecintion Promotional Assets 62,139 75,361
78,830 944,304

3 Plant and Equlpment

Year Ended 30 June 2046 Cost Accum Depn Book Valus
$ $ 5
Office Equipment 18,300 13,213 5,087
Computer Equipment 71,659 46,022 25,637
Office Fittings & Furniture 122,582 81,359 41,223
Promotional Assets 553,401 399,802 153,599
765,942 540,396 225,546

Year Ended 30 June 2015
Office Hquipment 18,300 11,917 6,383
Computer Equipment 52,178 37,826 14,352
Office Fittings & Furniture 122,582 74,161 48421
Promotional Assets 523,387 405,704 117,683
716,447 529,608 186,839

4 Relatad Parties

The society has conducted transactions with related partics as follows:

Party Relationship Transaction

Gary Langsford Former Board Member Landlord (Part Owner), Funding
puid to related party

Sarah Hull Board Member Bunding paid to related party,
Partnership fee received from
related party

Total rent paid to the 26 Lorne Street Limnited where Gary Langsford (Former Board Member)
is a part owner was $119,281 (2015: $118,162). No amounts ace outstanding at year end.
No related party debts have been written off or forgiven during the year (2015: $Nil).

5 Contingent Liabilitles
There ate no contingent liabilities at year end (2015; $Nib,

11




HEART OF THE CITY INCORPORATED

Notes to the financial statements
for the year ended 30 June 2016

6 Capital Commiiments
There are no capital commitments at year end (2015: §Nil).
7 Lease Commiiments
Lease commitnents from non-cancellable operating leases at balance date are:
This Year Last Year
$ $
Current 79,941 111,372
Non-Cutrent 15,578 67,217
95,519 178,589
8 Intanglble Assets This Year Last Year
% $
Website at Cost 583,685 542,137
Less Accamulated Amortisation 494,174 408,125
89,511 134,012
9 Ferry Building Partnership Suspensory Loan
There is # suspensoty loan to the Ferry Building Patinership for the amount of $30,800. This loan
is being forgiven in ten equal instalments of $4,400 upon each anniversary of the initial payment. 1E
the Ferry Building Partnership for any reason is not able to meet the terms of the agreement, the
remaining loan balance will be payable to Heart of the City Incorporated.
10 Income Rocelved in Advance
Witlin Income Received in Advanee as at 30 June 2016 are targeted rate [unds received priot to
year end feom Auckland Council totalling $1,052,206. As the funds relate to the 13 Quatter of the
nest financial year these funds have been recognised as a lability and will be recorded s revenue in
the next financial year,
11 Other Income This Year Last Year
$ $
Insurance Clims - 55,568
Recovery of Misappropriated Funds 326,000 373,916
326,000 429,484
12 Forenslc Accounting and Legal Expenses

Forensic work includes work carried out by McGrathNicol and Russell McVeagh in relation (o the

procecdings against the former Chicf Bxecutive Alex Swaey.

12




HEART OF THE CITY INCORPORATED

Notes to the special purpose financial
statements for the year ended 30 June 2016

13

14

18

Events, Sponsorship and Advertising

Expenditure cuts were made to these areas in the 2015 year given the need to cut costs while the
fraud by the former Chief Exccutive Alex Swney was investigated.

Status of Frattd Proceadings

Heart of the City Incorporated reached a settlement in respect of lis claims against two trusts which
were: alleged to have received funds taken improperly by its former Chief Executive Alex Swoey.
With two payments (totalling $373,916) confirmed and a third tecorded as a contingent asset at
balance date last year, the final payment of $326,000 is recorded as income in the financial
statements for the year ended 30 June 2016,

Proceedings against Mr Swaey have been discontinued. Subsequent to balance date this year, Heart
of the City Incorporated fited for proof of debt in his banluuptey.

Events After Balance Date

Nao significant events have ocowrred after balance date,

13






