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MANAGEMENT REPORT

This is an unusual report in a number of ways. It is a sixteen month report which results from the elongated reporting period
produced by the dissolution of Manukau Leisure Services as a Council-owned company (CCO) and its evolution into a stand-alone
business unit within the newly formed Auckland Council.

After 40 months as a CCO, operating under the guidance of a commercial Board, the company has gained efficiencies, reduced
expenditure and generally streamlined operations. This practise of continual improvement will be carried forward under the
leadership of Caroline Newton - former Chief Financial Officer of Manukau Leisure Services Limited.

The success that has characterised the performance of the company, in its time as a CCO, has continued through this reporting
period:

. Operational revenue for the sixteen months is up $80k versus budget;

. Customer service satisfaction levels have remained high at 90.82%;

. Visits to facilities and programmes reached 4,907,108 over the 16-months;

. Community Swim programmes have given swimming lessons to 13,728 children;

. Our free swimming pools have benefited from the latest environmentally friendly filtration systems;
. Marina Fitness at Half Moon Bay has proved to be a great success;

. The AMP'd initiative has delivered quality programmes in parks to over 23,646 youths; and

. Our early childhood education centres have supported families of over 472 pre-schoolers.

Manukau Leisure has continued to enjoy the support of its ambassador, Ruben Wiki, a community favourite whenever and wherever
he works alongside our staff. He is indeed a man in a league of his own!

Financially the company has performed reliably and is proud to have paid $1.3 million of grant funding back to Council. These savings
have been achieved through the efforts of the staff who have been responsive and diligent and have followed the leadership of their
experienced managers.

The senior management team would like to thank the Board for its able governance of Manukau Leisure Services Limited over the
past three years. Their advice, vision and momentum was highly valuable and we intend to honour this contribution by continuing to
deliver quality recreation and leisure opportunities to the community.

Senior Management Team, Manukau Leisure Services
Caroline Newton, Manager

Umesh Chandra, Finance Manager

Aimee Hillary, Marketing and Communications Manager
Barbara Ludlow, Childcare Group Manager

Lucy Lloyd-Barker, Fitness Group Manager

Michael Groom, Eastern Area Group Manager

Georgie Witehira, Western Area Group Manager
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Our last annual report was titled “Going for Gold". It's fair to say we've come a long way in achieving that. As Manukau Leisure
Services Limited is disestablished, and transferred to the newly formed Auckland Council, the business is in great shape.

August 2009

November 2009
November 2009

November 2009

February 2010

February 2010

April 2010

May 2010

May 2010

October 2010

Manukau Leisure is presented the FitnessLife Professional Development Award at the NZ Fitness Industry
Awards by Skills Active

Te Matariki Clendon Community Centre receives the NZRA Outstanding Facility Award
Manurewa Aquatic Centre receives the NZRA Outstanding Pool Award

Manukau Leisure CEO, Brett Jude, receives the NZRA Paul Stuart Memorial Award for excellence and
outstanding personal contribution to the wider facility management industry

Manukau Leisure receives the OSCAR Outstanding Programme Award for the Auckland region

OSCAR portfolio leader and Allan Brewster Recreation Centre manager, Annette Reilly, is awarded the
OSCAR Outstanding Individual Award for the Auckland region

Manukau Leisure and the John Walker ‘Find Your Field of Dreams' Foundation, along with other partners,
are awarded the SPARC Project Collaboration Award for Community Swim

Annette Reilly goes on to be presented with the national Outstanding OSCAR Individual Award at the
OSCAR Foundation Annual Conference

Manurewa Aquatic Centre is the first swimming pool in New Zealand to be awarded Halberg Trust
SportAccess Gold for accessible facilities, services and attitudes

Howick Recreation Centre is advised that they have achieved Halberg Trust SportAccess Gold for
accessible facilities, services and attitudes



FITNESS

Our fitness portfolio continued to grow with a 24% increase in fitness traffic
on the previous sixteen month period. That equates to an astounding 585,117
visits.

Manukau Leisure fitness staff across six Community Gyms continue to work with their respective communities to help people realise their
goals and lead fit and active lifestyles. The number of people involved in group fitness classes once again rose year-on-year with visits
totalling 53,956 - up 5% on the previous financial year's already impressive numbers.

Marina Fitness, an upmarket stand-alone gym, was added to the fitness portfolio in August 2009. The team at Marina Fitness provide
unsurpassed service to the Half Moon Bay community and the gym has quickly grown into a thriving, energetic hub for health and
wellbeing. They have recently launched texting to facilitate more efficient customer communication and aid retention. At end October 2010
memberships were at 530 and Marina Fitness is projected to reach capacity at 700 members by the end of July 2011. Just one year after
opening Marina Fitness was named as a finalist competing for both the Small Club of the Year and Sight and Sound titles at the NZ Fitness
Industry Awards.

Also in contention for the prestigious NZ Fitness Industry Awards was the Community Gym at Manurewa Aquatic Centre for Large Club of
the Year. And we had two individuals, Ritua Aliivaa and Taroi Tofilau, become finalists for Club Supporter and Fitness Instructor of the Year
respectively. Furthermore the Adults in Action programme delivered at our Otara and Mangere Community Gyms, in partnership with South
Seas Healthcare, made finalist for the Community Programme Award.

The Never20ld programme being delivered in partnership with AUT continues to support and empower older customers in maintaining
fitness, strength and mobility. Over 100 people attend this programme at the Howick and Papatoetoe gyms every week and we're
considering rolling it out further. All Community Gyms accept green prescriptions and Manukau Leisure works with Sport Auckland to make
sure we continue to offer ample entry level fitness options.

Three successful short-term challenges were delivered inspiring 335 participants, both members and non-members, to give it their all over
either a six or eight week period. These challenges are now firmly on our calendar and we have every intention of delivering at least two
challenges that are open to general public per annum. This is in addition to the member-only challenges that we deliver in-gym.

Online fitness membership registration was launched in August 2010. Customers wanting to join one of our seven gyms online can now
do so at www.manukauleisure.co.nz provided they wish to pay by direct debit (the functionality is provided by Debit Success's online
membership gateway).
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Manurewa Community Gym member Arnie Waitare hit the headlines earlier this year
because of his impressive and inspirational 100kg weight loss. Two years ago Arnie
was so big he couldn't fit into any chair that had fixed arms. He still recalls keenly
sitting down for a job interview only to have the seat beneath him collapse clean in
two. Back then, he weighed 210kg. Now he has nearly slashed that in half to just 113kg.
Little surprise then that recently one of our fitness professionals who had not seen
him for 18 months did a huge double-take and refused to believe he was the same
man.

Arnie laughs about that encounter now. But when he first went to the gym he knew
the stakes were high. The team at the gym saved his life, he says. Having been big
from an early age, Arnie was told by his doctors his best chance for a normal life
lay in getting a gastric bypass surgery. But to be eligible he first had to lose weight.
Exercising and dieting on his own got him down to 186kg. But with plenty of other
people waiting, the doctors told him not to bother coming back unless he lost a
whopping further 20kg.

At first even the thought of a gym filled him with horror, he says. But what really
made the difference wasn't just the expertise the Manurewa gym offered but the
human support they gave him as well. For much of his time at the gym his fitness
instructor was Tracey Crisp-Tuiasau. “I'd just got so self conscious that at first when |
got to the top of the stairs I'd look in and if | didn't see Tracey I'd turn around and go
home again. The whole place has got this warm and welcoming environment. But at
first it was really just her smile that got me through the door.”

Arnie kept coming every day. If he looked like he was going to miss a session, Tracey
or one of the team would be on the phone. He qualified for the operation in August
last year, having burned off 20kg in just three months. Clearly moved by the depth of
Arnie's gratitude, Tracey says everyone at the gym was just doing their jobs. ““I had
the easy part - he did all the hard work," she says.

However credit's divided, Arnie's life has changed dramatically. His life expectancy has
increased 20 to 30 years. He has energy to play with his kids. At age 36, he's looking
forward to playing his first game of rugby. And in what might be the ultimate compliment to the gym team, he is also now under
way in training at M.L.T to become a fitness instructor himself. Ideally he would like to work with Manukau Leisure when he qualifies.
“These people inspired me, I'm training now so | can do what these guys do and be able to help someone else.” Arnie says.




REATION

Throughout the sixteen month period Manukau Leisure’s recreation
programmes received 184,209 visits. We operate seven fully-equipped
recreation facilities at Papatoetoe, Howick, Pakuranga, Manurewa, Mangere,
Otara and Clendon. Our programmes helped people of all ages, ethnicities
and backgrounds enjoy trying something new and get more active.

Included in the 92 successful programme opportunities offered every week by Manukau Leisure is our outdoor recreation team, Manukau
on the Move. This specialist unit runs numerous outdoor programmes such as sailing and kayaking trips for all abilities and ages.

The Green Prescription programme, which is at the frontline of preventative healthcare, saw a massive increase in participation. There
are over 1000 more people than at the beginning of the 16-months taking part in entry level exercises in Manurewa, Mangere, Clendon
and Papatoetoe. We entered a new contract term with Sport Auckland to continue to deliver these services for another year from July
2010.

The Youth in Parks programme supported by the John Walker ‘Find Your
Field of Dreams' Foundation, AMP'd, is a groundbreaking programme that has
attracted 23,648 young people to free sport and recreation in local parks at
Manurewa, Mangere, Otara and Papatoetoe.

Partnering with external organisations is a key strategy in meeting community
needs and Manukau Leisure actively ensures those partnerships evolve and
new relationships are sought out and fostered. Manukau Leisure proudly
engages with Counties Manukau Basketball, the Sport Auckland Green
Prescription programme, AUT's Never20ld, CM Active, the John Walker ‘Find
Your Field of Dreams' Foundation, and many other community organisations at
grassroots level.

Understanding our communities’ social and cultural diversity has always been
paramount. Swimming and gymnastics programmes were delivered in Te Reo
Maori and each centre works with local groups to create programmes that fit
with their unigue communities. Examples include the outreach programmes that
Moana-Nui-a-Kiwa run with local Mangere schools whose strong cultures deter
them from social recreation in public spaces.

With a trend away from organised club sports, our dry facilities have observed
a growing demand for social sports leagues where people can come and pay to
play on a flexible basis. Mixed and single-gender competitions have been put in
place and include netball, basketball, fastball, volleyball and indoor soccer.




CASE STUDY: AWARD WINNING OSCAR

Over the past sixteen months Manukau Leisure has run before and after school care programmes in seven recreation centres
providing free pick up and drop off to nearby schools. Continued government support has confirmed another two years of OSCAR
programme delivery to over 292 children per day.

Manukau Leisure's out of school care (OSCAR) programme took the top industry award in Auckland last year. OSCAR portfolio
leader, Annette Reilly, was also acknowledged winning the elite individual award and then went on to also claim the national award
presented at the annual OSCAR Foundation conference in May 2010.

Annette was responsible for successfully getting each of the Manukau Leisure programmes
licensed many years ago. Her efforts are of fantastic benefit to the community with parents
being able to apply for WINZ funding due to our programmes' CYFs approval.

OSCAR Foundation CEO, Murray Upton, said the awards were due recognition of
extraordinary accomplishments within the OSCAR sector. “OSCAR programmes are much
more than child-minding services. They are recreation based programmes providing
opportunities for children out of school in a safe and fun way."

The prestigious award is recognition of Annette's passion and enduring
commitment to providing the children enrolled with Manukau Leisure with
unsurpassed care, attention and opportunities. “Everyone deserves care and
attention and time spent on them. | have a passion for children and am happy
to put a lot of personal effort into seeing them grow to their fullest potential,”
says Annette.

In her role as OSCAR portfolio leader for Manukau Leisure Annette has
established internal audit programmes, conducted in-house training sessions,
and piloted training in association with the Manukau Institute of Technology
(MIT). She has also conducted Child Youth and Family compliance audits, is
involved with OSCAR facilitator training for Skills Active, and has developed a
self-esteem programme called Monkey Time.

In addition to successful out of school care, our eight holiday programmes continue to attract upwards of 360 children each day
during school holidays for sports, arts'n'craft, day trips, games and all sorts of active, energetic fun. The most recent highlight was
"Ruben Wiki's Super 7" where all of the seven recreation centres' participants came together at Allan Brewster Recreation Centre to
contest the Super 7 title in team sports, chants and activities.




CHILDCARE

Manukau Leisure operates four registered early childhood centres across Manukau city under the brand “Kauri Kids". Over the past
year we've made considerable gains in driving operational improvements and upskilling our staff to meet Ministry of Education
benchmarks for qualified teachers. All centres now have at least 80% qualified staff and we've increased Ministry of Education
funding from 46.6% to 86.3%. This has led to service offerings that are stimulating, fun and safe for our children.

The focus is on promoting learning through fun and building strong social
and physical foundations.

Last year Kauri Kids introduced an initiative nicknamed Kindy Sports. The idea behind Kindy Sports is
to get pre-schoolers active and encourage early development of balance, coordination and confidence.
Both Howick and Nathan Homestead have put the children in their care through ball handling
and baby gym fundamental programmes. Allan Brewster have introduced their children to early
swimming lessons. And Clendon partnered with their neighbouring recreation centre to deliver a
gymnastics programme.

All four Kauri Kids centres came together in October at Allan Brewster Recreation Centre
for the inaugural “Fantastic Four" event. The children had a fabulous time participating in
gym, soccer, and balance games. Last year Clendon was presented the Heart Foundation’s
Healthy Heart Award for promotion and implementation of healthy food choices. This year
all centres are on board. Nathan Homestead are in the final stages and Howick and Allan -
Brewster are approximately half way to achieving their Healthy Heart certification. - 4
+
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Between 90 to 100% occupancy has been achieved at Howick, Clendon and Nathan

Homestead Kauri Kids. Both Allan Brewster Recreation Centre and Howick Recreation

Centre successfully relicensed under the 2008 regulations and a successful ik
Education Review Office audit was undertaken at Allan Brewster Recreation

Centre Kauri Kids (over twos).

In order to keep relevant and provide the best service for local families, Kauri
Kids are consistently making improvements. Full day service and the provision
of 20 free hours is now available at Nathan Homestead and the operational
hours at Howick have also changed to better cater for their working parents
than did the previous creche style care. Physical improvements have

also been made. Clendon and Allan Brewster have both benefited new

air conditioning. Nathan Homestead have revamped their playground
equipment and received new soft fall matting with support from the

Nathan Homestead Arts Centre.

Our early childhood teachers want to inspire children to learn about their
world and embrace their culture while building friendships and social skills. Early Childhood Education
This year the children at Howick learnt about and celebrated Chinese New
Year while the children at Allan Brewster did the same for Diwali. Nathan
Homestead have continued to host grandparents afternoons periodically
throughout the year and Clendon supported the Telethon.



CASE STUDY: NESTLED SWEETLY AT NATHAN HOMESTEAD

Last year Nathan Homestead's enrolments were static at around the 50% full mark. Currently they are sitting on 101% full. This
centre has achieved a full turnaround thanks to awesome parents, hardworking staff and improved management.

Staff knew that something needed to be done to attract more customers to their unique setting, surrounded in lush green spaces
and rose gardens, nestled sweetly at the Nathan Homestead Arts Centre in Manurewa. So they asked the parents. The parents of

existing children were surveyed and so too were those that had recently left. What they discovered was that without being able to
offer 20-free hours they were only attractive to a very limited market.

In order to be able to offer 20-free hours the centre needed relicensing so that full days could be offered instead of the previous
sessional care. And relicensing required refurbishment to bring the historic site up to spec. But the team were determined to meet
the needs of local parents so walls were painted, a sleep room was added, and the license was extended to 20 children.

The physical improvements and availability of funding under the government 20-free hours scheme were vital components to
Nathan Homestead's success. But so too was the psychology of staff. Team Leader, Angela Harris, and her team have always loved

entertaining and caring for preschoolers but around this time they took an added interest in the social and emotional development
of children. They researched the latest journals, watched documentaries and put what they learnt into practise.

They would soon find out that their efforts had not gone unnoticed. They attracted new children to the centre and amongst them
was little Evie, the daughter of Dr Katie Tuck. At the time staff had no idea that Katie was a paediatrician and somewhat of an expert
in early childhood development. It wasn't long before Katie revealed her profession along with her personal interest and praise for
the centre...

“The Nathan Homestead Kauri Kids team provide an unusual childcare environment for children from Manurewa. In a time where
so many centres are geared to profit making, it is refreshing to find a centre that genuinely has children's best interests at heart.

Philosophically they are at the forefront of recent developments in Early Childcare Education, with a programme that focuses
on the emotional and social development of the children, rather than the more commonly found “drills and skills" or behaviour
management approaches. Recent neuroscientific research continues to demonstrate the colossal importance of emotional and
social development in this age group and how it underpins all other types of subsequent learning.

It is wonderful to find such an innovative and caring approach to childcare in South Auckland. The staff are responsive and
genuinely caring but, further to this, they make real attempt to understand a child’s emotional needs in a situation rather than
leaping to the often simpler and more obvious behaviour management approach. Our children will reap the benefits of this for
the rest of their lives.

| am delighted to have found such a warm, intellectually sound, responsive early childhood facility for my own children and even
more so to have found it locally!”

Dr Katie Tuck, MBChB, Dip Paeds




Uniquely, Manukau Leisure has been charged with providing access to an extensive range of pool facilities totally free of charge to
their users. Manukau Leisure runs free pools that are open seven days a week at five aquatic facilities at Mangere, Otara, Pakuranga,
Papatoetoe and Manurewa. We also run the outdoor pools in Totara Park over the summer months.

2.2 million people visited Manukau's pools. Increase in swimming participation is largely driven by Community Swim with significant
increases experienced at Papatoetoe Centennial Pools and Manurewa Aguatic Centre. The outdoor pools at Totara Park also saw
significantly more patronage thanks to a long hot summer. Lloyd Elsmore Pools once again recorded the highest number of visits with
904,708.

Collectively, the pools are visited by over 1.7 million people each year. We provide programmes in learning to swim, water safety,
aquarobics, and lifeguard training, along with very popular Summer Fun Days.

2.2 million people visited Manukau's pools with
Lloyd Elsmore Pools once again recording the
highest number of visits with 904,708.

Special aquatic programmes such as the Keep Your Whanau Afloat Week have been
developed to address the needs of niche groups within our communities. Other current
examples include the female only swimming sessions offered at Papatoetoe Centennial
Pools for the local Muslim community and water confidence for people with disabilities at
Manurewa Aquatic Centre.

Over the past year the Norman Kirk Memorial pools in Otara have been shut for
redevelopment. This closure has impacted on visitor numbers but Manukau Leisure
staff have done a commendable job at redirecting swimming traffic to other pools and
making sure people don't miss out.

The University of South Australia's independent survey recorded our service
quality rating by users of our aquatics facilities at 91% last year, another
high rating to complement our high product quality score of 91%. And
once again, we've managed to drive efficiencies through prudent
behaviour and best practise pool management. Further savings of
14% have been achieved in water consumption and 3% in gas.

In May this year the Manurewa Aquatic Centre became the first
pool facility in New Zealand to achieve SportAccess Gold from
the Halberg Trust. This achievement recognises facilities that
encourage and enable people with disabilities to participate in
sport and active leisure. Manurewa Aquatic Centre scored an
awesome 29 points out of a possible 30 - the highest score
recorded when it was awarded.

’
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CASE STUDY: ALL MANUKAU KIDS IN THE SWIM

The Community Swim programme, run in partnership with the John Walker ‘Find Your Field of Dreams’ Foundation, has seen phenomenal
growth over the past sixteen months. It has delivered free professional swimming lessons to 79 schools. That's over 96,096 lessons provided
to year three, four and five school children.

Community Swim makes learning to swim a reality in the hope that this essential life skill will help prevent the alarmingly high incidence
of avoidable drownings. New Zealand has the third highest drowning rate of developed countries - twice that of Australia. And 48% of
Community Swim's participants are Pacific Island or Maori, a group over-represented in New Zealand's drowning statistics.

-

Prior to Community Swim, the limited ability of teachers to instruct swimming lessons along with limited pool resources meant that many
children were missing out on basic yet essential water safety skills. This award-winning programme provides Manukau's primary schools

the means for giving their students swimming opportunities. It overcomes obstacles such as the cost of professional swim tuition and
transportation. Students are picked up from school in Lion Foundation-sponsored buses and driven to one of Manukau Leisure's five aquatic
centres where they receive free swim lessons before being returned to school.

comprises seven free 25-minute learn to swim lessons. Lessons are scheduled once a week during the school term and delivered in warm
water in groups of eight.

In addition to the lessons provided at Manukau Leisure’s facilities, Community Swim is also available to schools fortunate enough to have
their own pools. Although this service offers additional flexibility, only one school has taken it up. That's because warm water is a critical
factor to encouraging learning and although a few schools are lucky enough to have pools, even fewer are heated and, Auckland'’s weather

e e This programme partners with schools to build water confidence and ensures children are given adequate time in the water. The programme
o,
~ makes achieving a seven-week run of warm unlikely in a single term.

All children are encouraged to continue their swimming lessons and they're given contact details for a local learn-to-swim provider and

a $10 discount voucher. Each participating school is also given one free term’s worth of lessons to give to one of their students. Counties
Manukau Sport reported a 25% increase in the Manurewa swim club membership - a direct result of Community Swim being delivered at the
Manurewa Aquatic Centre.

Manukau Leisure develops and delivers the programme and has worked closely with Water Safe Auckland to ensure participants are taught
swim components inline with the Ministry of Education curriculum. In recognition of their innovative approach to a complex social issue the
involved parties were this year awarded with the SPARC Sector Award 2010 for Project Collaboration.

After completing their programme of swimming lessons 95% of participants said they felt “a lot more confident” in the water. Without
exception the schools involved praised the programme and we've received anecdotal feedback suggesting that absenteeism is greatly
reduced on the days that pupils are involved in Community Swim. “Students at our school have benefited greatly from the free swimming
lessons,” says Anchorage Park Primary School principal, Lynne Keohane. “There has been a marked improvement in their self confidence as
well as their swimming skills.”

That view is echoed by Pat Helsham, senior teacher at Holy Cross, a decile two school in Papatoetoe which has Year Three and Four students
in the programme. “Because our school doesn't have a pool, the free swimming lessons have been a great opportunity for our youngsters,
many of whom had previously not experienced swimming in a pool. Their confidence in the water has grown, they are eager to learn more
and we have found an almost full attendance at school on the swim days."”



Manukau Leisure facilitates the hireage and maintenance of 19 halls across Manukau. These are available for hire at very reasonable fees
and play a key role in bringing local communities together. The halls are unique in that they range from purpose-built urban facilities to - - -
picturesque rural halls. ™ "

In the past sixteen months 721,585 people used our halls as a meeting place for weddings, church groups, fundraising events, and cultural /
and community celebrations. This amounted to a rise in halls usage of 10.9% over the financial year. Utilisation of the halls has increased 1%

over the financial year, which equates to 993 additional hours of hire by community groups. These additional hours along with a rise in the
number of social functions has contributed to the overall increase in visits.

Increased social hirage has led to the review and improvement of relevant processes. For example, we've
made sure functions with alcohol close at 11.30pm and party-goers leave the premises by midnight in

consideration of local residents. Contract cleaners are then employed in the early hours to set the scene
for the next group. Y

In the past sixteen months 721,585 people used our halls.
That's a hall usage rise of 10.9% over the financial year.

Our centralised booking system makes it easy for community groups and others to plan and
access the halls. Independent research confirmed an “overall satisfaction” customer approval
rating of 88%. Although “facility quality” came in at 83% we were pleased with the 90% rating
customers gave our “service quality”. To ensure that halls users have the opportunity and
means to deliver timely comments Manukau Leisure has initiated email, web and paper-based
feedback loops.

The halls Manukau Leisure operates spread right across the former Manukau City with locations
in: Beachlands (one hall); Bucklands Beach (1); Clevedon (2); Whitford (2); Maraetai (1); Kawakawa
Bay (1); Howick (2); Mangere (3); Orere (1); Wiri (1); Weymouth (1); Otara (1); Pakuranga (1) and
Papatoetoe (1).

Earlier this year the Ministry of Education made it clear that opportunities for supported
playgroups were in high demand. Manukau Leisure responded with an offer of

venue space. This has led to the establishment of a regular playgroup

in the Mangere Old School Hall.



The Bucklands and Eastern Beaches War Memorial Hall is poised amongst some of Auckland's prime real estate on The Parade,
Bucklands Beach. It features a fully glassed frontage providing a panoramic view of Pohutukawa and the water's edge. But while this
attractive hall provides an affordable and desirable venue for some it has also meant noise and disruption for others.

With the community’s best interests at heart Manukau Leisure proactively sought a solution that would work for all parties. We
needed to be able to rent the hall for what it was intended to be - a great place for both regular and casual groups to come together.

- —
\ But we also needed to limit the disturbance the hall creates for local residents.

5, In order to contain the noise emanating from the hall windows need to stay closed. To realise this as a practical option an air
conditioning system was installed mid-2010. And sensible policies have been put in place regarding function durations, pack out
times, alcohol consumption, and cleaning.

The solution has proved win-win. Users are now more confident and are clearly instructed on proper protocol and locals are enjoying
a better night's sleep due to the decreased sound emissions.

goom / .
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Ensure that Manukau

Leisure’s financial
targets are in line
with Council’s

requirements (if any)

Manukau Leisure

remains financially

sound

Increase internal
productivity

The Annual Review is to conclude that:

[ 1. Manukau Leisure's actual financial

performance is in line with
targeted performance

Manukau Leisure's treasury
management policies are
appropriate and consistent with
Council's investment, borrowing
and funding policies

Council's contract for service is

maintained as follows for the next
three years:

2009/10  2010/1
$12.34 $12.66

2011/12
$12.97

Ratio of shareholders funds to total
‘ assets for the next three years

2009/10  2010/11 201/12
36% 36% 36%

Operating cash interest cover for the next
three years:

2009/10  2010/11 20m/12

8.6 8.6 8.6

A general increase in productivity of

5% will be achieved by:

B Streamlining administration
procedures
Improving project management
competencies
Maximising gains by direct
management of business
activities

For 12 months to
30 June 2010
Achieved

For 4 months to

- 31 October 2010

Not Achieved

For 12 months to
30 June 2010
Achieved

For 4 months to
31 October 2010
Achieved

For 12 months to
30 June 2010
Achieved

For 4 months to
31 October 2010
Achieved

For 12 months to
30 June 2010
Not Achieved

For 4 months to
31 October 2010
Achieved

For 12 months to
30 June 2010
N/A

For 4 months to
31 October 2010
N/A

For 12 months to
30 June 2010
Achieved

For 4 months to
31 October 2010
On Track

Operational revenue for the 12 month period is down by $970k
versus budget. This is due to the reduction of $1.3m contract
revenue from Manukau City Council grants. Direct Expenditure is
down by $810k versus budget. This has resulted in a net profit before
tax of $408k against budget of $620k.

Net profit before tax is down $165k against budget of $914k. Bottom
line performance has been impacted by unbudgeted redundancy
costs of the previous Chief Executive.

Manukau Leisure has no loans. Manukau Leisure invests cash on 90
day deposits in line with Policy.

As above.

Contract price for the 12 month period is $10.950m versus budget
of $12.250m. The reduction of $1.3m represents a return to the
shareholder driven by operational efficiencies.

Contract price for the 4 month period is $4.165m versus budget of

- $4.165m. The annual budget is $12.495m.

A ratio of 31% reflects reduced cash holding after repayment of
shareholder loan.

A ratio of 40% reflects the increase in retained earnings held.

This ratio is no longer applicable as the balance sheet carries no
interest bearing debt at year end.

As above.

Labour cost as a percentage of revenue is 49.2% against a budget of
48.8%. Revenue includes contract revenue and due to the reduction
in contract revenue this percentage is distorted. Adjusting for this
distortion the actual is 46.4% which reflects a reduction in the
above ratio of 5%.

Labour cost as a percentage of revenue is 47.5% against a budget of
44.5%. The ratio is unfavourable by 6.7% however it is anticipated
that the target will be achieved for the 12month period.

Operational efficiencies have been achieved by:

. Reducing staff turnover.

. Introducing staff professional development programmes.

. Systematically introducing robust commercial and business
approaches to management of business.
Restructuring senior management to ensure effective set of
responsibilities organised to reflect activities of business.

Productivity efficiencies have been achieved through provision of

extra services, e.g:

. Introduction of the Breakaway Holiday Programme.

- Expansion of the Community Swim and AMP'd Programmes.

. Increased participation in group exercise classes.

. Introduction of the Te Kaitiaki o te Wai project (water safety
initiative).
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- Objective
Reinvest surplus in

~ new value added
products and services

Performance Indicator

More than three value added products
and services will be achieved per
annum

Social and

Objective Performance Indicator

Increase programme
range and capacity

5% growth on current programme
offering where capacity allows

.
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2% growth on current programme
offering where capacity allows

Objective Performance Indicator

Build on the John Walker ‘Find Your
Field of Dreams’ Foundation initiatives
by extending the Community Swim
programme and introducing a youth
development programme to achieve an
18% growth in participation

Deliver programmes/
events that have a
specific community
good outcome

(Note - the Statement of Intent was
modified for the period commencing
1 July 2010 to 2% growth in
participation - previously 18%)

For 12 months

to 30 June

2010
Achieved

For 4 months
to 31 October
2010

On Track

For 12 months
to 30 June
2010
Achieved

For 4 months
to 31 October
2010

On Track

Performance

For 12 months
to 30 June 2010
Achieved

For 4 months
to 31 October
2010
Achieved

There has been a 16% increase in the range of programmes offered.
A total of 55 programmes were offered with the 9 new programmes
stated below:

Comments

A new stand alone fitness centre has been set up at the Half
Moon Bay Marina.

Community Swim Programme.

New and replacement equipment across Manukau Leisure.
New and upgraded intranet.

Manukau Leisure contribution to the new Otara Leisure Centre
refurbishment.

Redevelopment of Lloyd Elsmore Park Leisure Centre to
accommodate physiotherapy.

Partnership with South Seas Health Trust to establish Adults
in Action programme. Total of 170 x 3 month memberships
across Otara and Mangere Community Gyms.

New Family Fun Nights held on a Friday at Lloyd Elsmore Pools
during the summer.

New GRx evening activities at Papatoetoe due to capacity
issues at Mangere and Manurewa.

Fitness programme for women at Pakuranga Recreation and
Youth Centre.

Howick Kauri Kids introduction of Kindy Sports programme.
Howick Recreation Centre introduction of birthday parties and
new neighbours drop in programme.

New disability programmes at Manurewa Aquatic Centre.

New primary school basketball programme developed at Otara
following the successful volleyball pilot programme earlier in
the year.

New programmes for children introduced at Howick to cater
for increased demand including volleyball, additional basketball
classes, music and movement, and kindee sports.

Development of aquatic programmes to address the needs of
niche groups within the community, i.e. water confidence for
disabled and ladies only swimming for the Muslim community
at selected pools..

Additional social sports leagues introduced, i.e. netball,
fastball, basketball, volleyball and indoor soccer.

Community Swim Programme
2008/09 = 6,312

2009/10 =10,278

Growth = 63%

AMP'd Programme

The AMP'd programme, a recreation programme that caters
to Manukau's youth by holding events and acivities in parks
around the Manukau area, was launched in March 2009.
Therefore comparisons are not available for the previous
twelve month period. During this period programmes were
delivered to 17,651 youths.

Community Swim Programme
March/June 2010 = 2,988
July/October 2010 = 3,450
Growth =15%

For the 16 month period a total of 13,728 children were
provided with swimming lessons.

AMP'd Programme
March/June 2010 = 5,608
July/October 2010 = 5,995
Growth = 6.9%

‘L VN B

For the 16 month period programmes were delivered to
23,646 youth.



Deliver programmes/
events that have a
specific community
good outcome
(continued)

Develop partnerships
¥ with educational and
health providers

Develop innovative
staff recruitment and
retention initiatives
to target Maori and
Pasifika communities

Build on the John Walker ‘Find
Your Field of Dreams’ Foundation
initiatives by extending the
Community Swim programme and
introducing a youth development
programme to achieve an 18%
growth in participation

(Note - the Statement of Intent
was modified for the period
commencing 1 July 2010 to 2%
growth in participation - previously
18%))

(Continued)

Develop two new partnerships with
community providers

Maori and Pasifika staffing levels
will be maintained. These staff
members will be retained by career
development plans

(Continued)

For 12 months
to 30 June
2010
Achieved

For 4 months
to 31 October
2010
Achieved

For 12 months
to 30 June
2010
Achieved

Additionally:

Manukau on the Move delivery of youth team building activities
Free Whanau Nui learn to swim programme hosted at Mangere,
Manurewa and Papatoetoe pool facilities in January.

Free Family Fun days held at swimming pool facilities at Totara
Park, Mangere and Papatoetoe in February.

A free community safety day was hosted at Papatoetoe Centennial
Pools in February with approximately 500 people in attendance.
Free National Children’s Day events were held at the four leisure
facilities in Manurewa, and at Mangere and Lloyd Elsmore in March.
Over 600 children attended across all these event venues.
Seventy two young people, 14-17 years, were registered for the free
Breakaway Holiday Programme each day over a two week period
in January.

Manukau Leisure provided free venue space for the Aitutaki Relief
concert hosted by the local Cook Islands community at the Otara
Leisure Centre in February.

The AMP'd team supported the ASB Polyfest Community Day for
Primary Schools in March and were on hand at the event providing
free activities for the young people in attendance.

The Mangere GRx team supported the 18 hour walk for the Cancer
Society held at Mt Smart Stadium in March with a team of 45 GRx
clients, staff and family taking part - the largest team at the event.

Manurewa Aquatic Centre achieved the Gold SportAccess Award
from the Halberg Trust. Howick Recreation Centre has been
notified that they will also be the recipient of the Gold SportAccess
Award. This will be presented in November. Moana-Nui-a-Kiwa
Leisure Centre has now made application for consideration of a
SportAccess Award.

Counties Manukau Sport - Interschool sports competitions at Otara
Leisure Centre.

Partnership with SMC Events to host the swim leg of the Weetbix
Triathlon for primary school children.

AUT new Manukau campus will use facilities and equipment at Allan
Brewster to support their sport and recreation programmes.

Two contracts to deliver GRx programmes in Manurewa/Papatoetoe
and Mangere, for the period July 2010 - June 2011 (Sport Auckland

contract).

Contract to provide leisure swimming and learn to swim for Muslim

women in Papatoetoe (Procare / CM Sport).

Manukau Leisure’s staff are a mix of ethnicities reflecting their
multi-cultural communities.

Six internal promotions of Maori and Pasifika staff to Manager or
Team Leader positions.

Three swimming pool facilities have promoted staff members

to senior aquatics roles (all are Maori); Otara, Papatoetoe and
Manurewa.

Seven Maori and/or Pasifika staff participated in the business
diploma programme.

A Te Kaitiaki o te Wai (Community Max) project employed four
pasifika staff for a six month period.

100% pass rate for seasonal staff employed for the summer at the
five operational pool facilities in the National Certificate Recreation
- Aquatics. Of the 23 staff on hand to graduate, 20 staff were of
Maori/Pacific origin.

The Te Tiriti o Waitangi portfolio team include Maori staff from all
facilities who meet bi monthly. The team champions the inclusion
of tikanga and Te Reo Maori in the workplace.

Manukau Leisure staff events are organised to celebrate Te
Matariki and Te Wiki o te Reo Maori. A Maori CD compilation was
produced for air time in all facilities and Te Reo Maori screen
savers were developed for all PC's, teaching basic greetings and
farewells. The team lead powhiri at new staff discovery days and
support all Manukau Leisure formal events and ceremonies.

Four young Pasifika and Maori staff attended the Oceania Pacific
Youth Conference held at Telstra Clear Pacific Events centre in
March.

Eight Maori staff attended the Te Whanau Awhina hui.




Enhance relationship
with the diverse
communities in the
Auckland region

Enhance relationship
with Mana Whenua

Continually improve
health and safety
environment for staff
and visitors

Maintain high
customer quality
ratings

Maintain relationships
with Community
Boards

Strengthen recruitment and
development of staff to reflect
the diverse communities of the
Auckland region

Engage with Mana Whenua to
enhance service and programme
offerings

Strengthen the recruitment and
development of Maori staff

Measured by external audit.
serious incidents

For 4 months
to 31 October
2010
Achieved

This is a new objective for the year commencing

1July 2010, and replaces the objective ‘develop innovative staff
recruitment and retention initiatives to target Maori and Pasifika
communities.

In order to meet both cultural and community needs of Manukau's

- diverse community it is important that recruitment and development of

For 12 months
to 30 June 2010
- Achieved ‘

For 4 months to
31 October 2010
Achieved

For 4 months
to 31 October
2010

On Track

For 12 months
to 30 June 2010
- Achieved

For 4 months to
31 October 2010
- On Track

‘ Overall CERM quality rating is 90%  For 12 months

or better

Annual service and activity plans
presented to Community Boards

Annual customer satisfaction
results presented to Community
Boards

to 30 June 2010
Achieved

For 4 months to
31 October 2010
On Track

For 12 months
to 30 June 2010
Achieved

For 4 months to
31 October 2010

staff reflects this diversity.

Refer to work undertaken in comments section of the objective that has
been replaced.

The Manukau Leisure Treaty of Waitangi portfolio team of

staff from across the company meet on a bi monthly basis and
champion strategies to improve general staff awareness/education
in respect of tikanga, waiata, and Te Reo.

CMSport have delivered Maori games/sports workshops for staff to
use in their programmes.

Kaumatua have supported Manukau Leisure with staff “Discovery
Days" powhiri.

Staff assisted the Manurewa Marae with weekly Hikoi (walking)
during school term.

Kohanga Reo gymnastic programmes offered at Manurewa
Recreation Centre

This is a new objective for the year commencing 1 July 2010, and
replaces the performance indicator ‘Maori and pasifika staffing levels
will be maintained. These staff members will be retained by career
development plans'.

Manukau Leisure staff events are organised to celebrate Te Matariki and
Te Wiki o te Reo Maori. A Maori CD compilation was produced for air
time in all facilities and Te Reo Maori screen savers were developed for
all PC’s, teaching basic greetings and farewells. The team lead powhiri at
new staff discovery days and support all Manukau Leisure formal events
and ceremonies.

No serious incidents, requiring Labour Department investigation,
have been recorded.

Health and Safety representatives currently audit one centre per
month to give a ‘fresh eyes’ approach to processes and systems.

No serious incidents, requiring Labour Department investigation,
have been recorded.

All facilities (includes recreation, leisure and halls)

2009 2010
Service Quality 93% 9%
Product Quality 92% 9%
Facility Quality 88% 87%

Overall Quality 9N1% 90%

The survey for the new year is scheduled for March 2011.

Six monthly information reports for the periods July to December 2009
and January to June 2010 were presented to Community Boards.

The annual customer satisfaction survey (CERM) results were presented
to Community Boards in the January to June 2010 information reports.

The local government reorganisation has disestablished the community
boards as at 1 November 2010.




Efficient water and
energy consumption

Operate in accordance
with regulations

and high ethical
obligations

Ensure that Council

is kept informed of

all significant matters
relating to Manukau
Leisure and Council is
advised on strategic
issues relating to
Manukau Leisure's
investments and other
assets including,

but not limited to,
ownership structures,
capital structures and
rates of return.

Ensure that Manukau
Leisure's corporate
governance
procedures are
appropriate,
documented and
reflect best practice.

Reduce water discharge rate by 2%

Increase energy efficiency by 2%

Reduce Chlorine usage by 2%

Measured by external audit. Zero
breaches

The Board is to prepare at least

four reports for Council's Corporate
Governance and/or Strategic Directions
Committees (being the two quarterly
reports, the half-yearly report and the
annual report), and less formal reports
for the Mayor and City Manager and/or
Chief Financial Officer in each financial
year and occasionally a seminar which
is to be presented to Councillors, as
and when requested by Council.

Major matters of urgency are to

be reported to Council’s Corporate
Governance and/or Strategic
Directions Committee and/or Chief
Financial Officer within three business
days.

The reporting and authorisation
obligations in Manukau Leisure's
constitution are to be met.

The annual review is to conclude that
council has no material concerns
with Manukau Leisure’s financial
performance.

The annual review is to conclude
that Manukau Leisure's corporate
governance procedures are
appropriate, documented and reflect
best practice.

A draft Statement of Intent for
Manukau Leisure is to be submitted
for approval to Council by 1 February
each year.

For 12 months
to 30 June 2010
Achieved

Not Achieved

For 4 months
to 31 October
2010

For 12 months
to 30 June 2010
Achieved

For 4 months
to 31 October

For 16 months
to 31 October
2010
Achieved

For 16 months
to 31 October
2010
Achieved

14% - 08/09 v 09/10

-1.7% - 08/09 v 09/10. This is largely due to recent installation of
the air handling unit at one of our centres and a general increase in
requirement for air conditioning at our facilities.

The data will be analysed in the new year as these are yearly targets.

This is a new objective for the year commencing

1July 2010. The implementation of UV filtration increases the use
of chlorine use. Chlorine and other chemical consumption is also
influenced by fluctuating bather loads. Therefore a 2% reduction
in chlorine usage was not achieved. Management believe that the
health benefits of using UV filteration systems outweighs the need
to reduce chlorine usage.

Zero breaches.

Pool bacterial testing is undertaken by Watercare Services on a
monthly basis. Current certificates are displayed at Centres.

On Track

Quarterly, half year and annual reports were completed and
submitted to Council on time.

The 16 month Report for the period July 2009 to October 2010 has
been completed and forwarded to Council in January 2011.

External review of Directors undertaken in December 2009.

The draft Statement of Intent was submitted for approval on Friday
29 January 2010, and subsequently approved.










Directors’ Report
For the 16 month period ended 31 October 2010

In respect of the 16 month period ended 31 October 2010, the directors
of Manukau Leisure Services Limited submit the following report:

NATURE OF BUSINESS Recreation Activities and Services
DIRECTORS Stuart Alan Middleton - Chairman
George William Green
Graeme Osborne
Susan Mary Huria
Richard Graham Beddie

ACCOUNTANTS CST Nexia Limited - Manukau City

AUDITORS Audit New Zealand - Auckland

On behalf of Auditor-General
BANKERS Bank of New Zealand - Auckland

SOLICITORS DLA Phillips Fox - Auckland
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Statutory Information
For the 16 month period ended 31 October 2010

The following are the amounts paid to each director or their representatives:

Directors remuneration ($NZD)

Current Directors

ENDING 31 0CT 2010

Stuart Alan Middleton - Chairman
George William Green

Richard Graham Beddie

Susan Mary Huria

Graeme Osborne

Debra Mary Delores Sorensen

Total Directors’ Renumeration

Employees remuneration

ENDING 31 0CT 2010

Total remuneration and other benefits
$100,000-110,000

$110,000-120,000

$120,000-130,000

$130,000-140,000

$150,000-160,000

$220,000-230,000

16 MONTHS

16 MONTHS

54,333
27,690
33,675
29,885
27167
0
172,750

Number of employees

0

0
2
2

12 MONTHS
ENDING 30 JUNE 2009

40,000
20,569
19,358
21,306
20,000
25,000
146,233

12 MONTHS
ENDING 30 JUNE 2009

Number of employees
2
1
1

o O

Figures over the 16 months have been annualised for comparative purposes. Some of the above figures reflect staff changes in
the period ending October 2010. Figures above exclude redundancy payments.

Recommended dividend
No dividends were recommended nor paid for the year.

Donations
No donations provided for charitable disbursements.

Changes in accounting policy
No changes in accounting policy.

Auditor's renumeration

Services provided to the company by the auditor were for audit fees, which were $40,681 (2009: $27,100)

Register of director’s interests
Stuart Alan Middleton

Date of Declaration Company or Organisation

21 May 2007 Otara Economic Development Trust

21 May 2007 Manukau Institute of Technology
September 2008 John Walker Find Your Field of Dreams Trust
24 September 2010 Hillary House Leadership Centre Trust

Nature of Interest

Chairperson

Executive Director

Trustee

Trustee



George Green
Date of Declaration

17 May 2007
28 August 2009
28 August 2009

17 May 2007

17 May 2007

17 May 2007

17 May 2007

17 May 2007

17 May 2007

May 2008

27 March 2009
Susan Huria
Date of Declaration
18 May 2007

18 May 2007

18 May 2007

18 May 2007

18 May 2007

22 April 2008
May 2008

23 October 2009
27 January 2010
Graeme Osborne
Date of Declaration
18 May 2007

18 May 2007

18 May 2007

12 December 2007
12 December 2007
May 2008

27 February 2009
Richard Beddie

Date of Declaration

17 May 2007

17 May 2007
28 May 2010

17 May 2007

27 February 2009

Company or Organisation

Sleepyhead Manufacturing Co Ltd
- Wonderest Ltd
- Parsley Ltd

Rapaura Vintners Ltd

Morrison Low Holdings Ltd

Metrowater Ltd

Auckland Regional Transport Network Ltd
Parkwood Management Ltd
PriceWaterhouseCoopers

Pacific Hygiene Ltd

ICANZ Admissions Appeals Tribunal

Company or Organisation
AgResearch

Huria Anders Ltd

Te Ara Tika Properties Ltd

Susan Huria (2003) Associates
Huria Hunt Family Trust

Vermilion Design Limited
Watercare Services

Airways Board (from January 2010)

Northland Port Corporation

Company or Organisation
Tourism Auckland

Nargus Ltd (Family LAQC)
Visitor Information Network Inc

New Zealand Maori Arts & Crafts Institute
(Government owned Business)

Osborne Family Trust

Greater Auckland Netball Ltd (Trans Tasman
Netball Franchise - Northern Mystics)

Tourism Industry Association of New Zealand

Company or Organisation

Fitness New Zealand Inc

Skills Active Aotearoa Ltd - previously Sfrito Ltd

LifeStyle Health Group Ltd
Corporate Health Clubs Ltd
Melrose Holdings (1993) Ltd

International Confederation for Register of
Exercise Professionals.

Nature of Interest

Chairman
Chairman
Chairman

Chairman

Chairman

Director

Director

Director

Partner to June 2000
Chairman

Member

Nature of Interest
Deputy Chair
Shareholder / Director
Shareholder / Director
Shareholder / Director
Trustee

Director

Director

Director

Director

Nature of Interest
CEO
Director / Shareholder

Tourism New Zealand nominated Director
Director
Trustee
Director

Director

Nature of Interest

CEO (employee); Executive Member (board)
Note: FitnessNZ also 100% owns a number of operating
companies for various activities (such as an employment

company). The CEO is asked to be a director on all of these.

Director

Director and Employee

Chairperson
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Statement of Responsibility

For the 16 month period ended 31 October 2010

The Auckland Council, as the receiving entity of Manukau Leisure Services Limited, is responsible for the completion of the
financial statements and the judgements used in preparing them.

The Auckland Council confirms that Manukau Leisure Services Limited established and maintained a system of internal
control designed to provide reasonable assurance as to the integrity and reliability of financial reporting.

In the opinion of the Auckland Council, Manukau Leisure Services Limited's annual financial statements for the 16 month
period ended 31 October 2010, fairly reflect the financial performance, financial position and service performance of
Manukau Leisure Services Limited.

For and on behalf of the board:

Len Brown Doug McKay
Mayor CEO Auckland Council



STATEMENT OF
COMPREHENSIVE INCOME

For the 16 month period ended 31 October 2010 (SNZD)

Note Actual 2010
Income
Manukau City Council - Grants 15,115,000
Membership fees 5,548,814
Courses and programmes 2,766,764
Regulatory fees 2,813,267
Hireage revenue 1,324,174
Entry fees 574,888
MSD grant 366,075
Merchandising 339,324
Lease income 480,350
Interest income 116,068
Sundry income 1,209,424
Non operating income 0
Total income 30,654,149
Cost of goods sold 10 182,929
Gross profit 30,471,221
Expenditure
Employee benefit expenses 3 14,479,970
Depreciation and amortisation 9 1,276,323
Other expenses 4 13,557,114
Finance costs 5 0
Total operating expenditure 29,313,407
Operating surplus before tax 1,157,814
Income tax expense 6 308,722
Total Comprehensive Income 849,092

The accompanying notes form part of these financial statements.

12 months 30 June 2009

11,980,000
3,059,092
1,829,909
1,632,543
886,249
381,708
274,002
230,561
326,453
183,309
388,114
60,983
21,232,924
130,380
21,102,544

9,850,397
767,877
10,303,171
63,539
20,984,984
117,560
36,666
80,895
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STATEMENT OF
FINANCIAL POSITION

As at 31 October 2010 ($NZD)
Note
Assets
Current assets
Cash and cash equivalents
Trade and other receivables
Prepayments
Inventories 1
Total current assets
Non-current assets
Property, plant and equipment
Deferred tax asset
Total non-current assets
Total assets
Liabilities
Current liabilities
Trade and other payables 12
Employee benefit liabilities 13
Tax payable 6
Total current liabilities
Non-current liabilities
Total non-current liabilities
Total liabilities
Equity
Share capital 14
Retained earnings 14
Total equity
Total liabilities and equity

The accompanying notes form part of these financial statements.

Actual 2010

2,696,821
502,316

0

36,277
3,235,413

2,800,034
0
2,800,034
6,035,447

2,130,516
1,278,787
0
3,409,303

0o
3,409,303

1,600,000
1,026,144
2,626,144
6,035,447

12 months 30 June 2009

1,848,487
305,088
303,682
59,959
2,517,216

2,547,387
386,784
2,934,171
5,451,387

2,376,721
1,111,056
186,558
3,674,335

o
3,674,335

1,600,000
177,052
1,777,052
5,451,387



STATEMENT OF
CASH FLOWS

For the 16 month period ended 31 October 2010 (SNZD)

Cash flows from operating activities

MCC contract revenue

Receipts from customers

Ministry of Education

Interest received

Goods and services tax (net)

Payments to employees

Payments to suppliers

Payments to Manukau City Council

Interest paid

Income tax/Subvention paid

Net cash from operating activities

Cash flows from investing activities

Proceeds from sale of property, plant and equipment
Purchase of property, plant and equipment

Net cash from investing activities

Cash flows from financing activities

Repayment of borrowings

Net cash from financing activities

Net (decrease)/increase in cash, cash equivalents
Cash, cash equivalents at the beginning of the year

Cash, cash equivalents at the end of the year

The accompanying notes form part of these financial statements.

Note Actual 2010

15,115,000
12,405,543
2,702,970
102,904
145170
(14,312,239)
(7130,208)
(6,438,708)
0

(108,496)
15 2,481,936

3,878
(1,637,481)
(1,633,602)

0

0

848,334

1,848,487

7 2,696,821

12 months 30 June 2009

11,980,000
7.479,054
1,619,288
209,861
3,052
(9,743,218)
(5,629,133)
(4,585,025)
(63,539)
(317,392)
952,948

20,762
(793,448)
(772,686)

(1,200,000)
(1,200,000)
(1,019,738)
2,868,225
1,848,487

The GST (net) component has been presented on a net basis as the gross amounts do not provide meaningful information for the

financial statements.
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STATEMENT OF
CHANGES IN EQUITY

For the 16 month period ended 31 October 2010 (SNZD)

Note Actual 2010

Balance at 1 July 2009 1,777,052
1,777,052

Total Comprehensive Income for the year 849,092
Balance at 31 October 2010 2,626,144

The accompanying notes form part of these financial statements.

12 months 30 June 2009
1,696,157

1,696,157

80,895

1,777,052

Manukau Leisure Services Limited was incorporated on 16 November 2006. There was $100 of unpaid equity as at 1 July 2007. MLSL
only started operating as a Leisure Services operator from 1 July 2007 after the purchase of the assets from Manukau City Council.



Notes to the Financial Statements
For the 16 month period ended 31 October 2010

In respect of the 16 month period ended 31 October 2010 the directors of Manukau Leisure

Services Limited submit the following report:

Note
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Statement of accounting policies
Financial instruments

Employee benefit expenses
Other expenses

Finance costs

Tax

Cash and cash equivalents

Trade and other receivables
Property, plant and equipment
Cost of goods sold

Inventories

Trade and other payables
Employee benefit liabilites
Equity

Reconciliation of net surplus to net cash flow from operating
Operating leases

Service agreement commitments
Contingencies

Related party transactions and key management personnel
Events after balance sheet date
Capital management

Local Government (Auckland) Reorganisation
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Notes to the Financial Statements
For the 16 month period ended 31 October 2010

1. Statement of accounting policies

A. Reporting entity and statutory base

Manukau Leisure Services Limited (MLSL) financial statements
are for the period ended 31 October 2010. The financial
statements are for MLSL as a separate legal entity. MLSL is a
company registered under the Companies Act 1993.

MLSL is controlled by Manukau City Council and is a council
controlled organisation as defined in section 6 of the Local
Government Act 2002. The financial statements of MLSL have
been prepared in accordance with the requirements of the
Financial Reporting Act 1993, the Companies Act 1993, and the
Local Government Act 2002.

The company is focussed on the planning, operation and
management of the majority of Manukau City's leisure facilities
services and programmes, and community halls. Its principal
objective as a deliverer of recreation services is to promote
healthy living and lifestyles through active participation in
leisure. It does not undertake its trading activities for the
purpose of making a profit. Accordingly, the Company has
designated itself as a Public Benefit Entity for the purposes of
New Zealand Equivalent to International Financial Reporting
Standards (NZIFRS).

The financial statements were authorised for issue by the
Auckland Council as the receiving entity on the date they were
signed.

Basis of preparation

B. Measurement base

The financial statements have been prepared on the historical
cost basis.

Auckland reorganisation / going concern assumption
Schedule 4 of the Local Government (Tamaki Makaurau
Reorganisation) Act 2009, dissolved Manukau Leisure
Services Limited on 31 October 2010. As a consequence of the
dissolution of Manukau Leisure Services Limited, the Company
ceased to exist from that date. Accordingly the financial
statements have been prepared on a dissolution basis.

The dissolution of Manukau Leisure Services Limited requires
the financial statements to be prepared on a dissolution

basis, not the normal going-concern basis. All the assets and
liabilities of Manukau Leisure Services Limited have been
vested in Auckland Council. Because the assets and liabilities
of Manukau Leisure Services Limited are relevant to Auckland
Council, no adjustments have been made in the financial
statements resulting from the adoption of the dissolution basis
of preparation, other than as set out in note 3 and 22.

C. Statement of compliance

The financial statements of the company have been prepared
in accordance with the requirements of the Local Government
Act 2002, which includes the requirements to comply with
New Zealand generally accepted accounting practice (NZ
GAAP).

These financial statements have been prepared in accordance
with NZ GAAP. They comply with NZIFRS, and other applicable
Financial Reporting Standards as appropriate for public benefit
entities.

D. Functional and presentation currency
The financial statements are presented in New Zealand dollars
and all values are rounded to the nearest dollar. The functional
currency of the company is New Zealand dollars.

E. Changes in accounting policies

The financial statements for the 16 months to 31 October 2010
have been prepared on a dissolution basis. Previous financial
statements were prepared on a going concern basis.

Although there have been no changes to specific accounting
policies as a result of adopting the dissolution basis of
preparation, the dissolution of Manukau Leisure Services
Limited has resulted in additional expenses been recognised, as
outlined in note 3.

F. Change in reporting period

The Local Government (Tamaki Makaurau Reorganisation)
Act 2009 was enacted on 23 May 2009 and provides for
the dissolution of Manukau Leisure Services Limited on 31
October 2010. It also instructs Manukau Leisure Services
Limited to prepare accounts for the 16 month period to 31
October 2010.

Because of the change in reporting period, these accounts
cannot be entirely compared to the previous year.

. NZ IAS 1 Presentation of Financial Statements (revised
2007) replaces NZ IAS 1 Presentation of Financial
Statements (issued 2004). The revised standard
requires information in financial statements to be
aggregated on the basis of shared characteristics and
introduces a statement of comprehensive income.
The statement of comprehensive income will enable
readers to analyse changes in equity resulting from
non-owner changes separately from transactions with
owners. The Company has decided to prepare a single
statement of comprehensive income for the period
ended 31 October 2010 under the revised standard.
Financial statement information for the period ended
31 October 2010 has been restated accordingly. Items
of other comprehensive income presented in the
statement of comprehensive income were previously



recognised directly in the statement of changes in
equity.

o Amendments to NZ IFRS 7 Financial Instruments:
Disclosures. The amendments introduce a three-level
fair value disclosure hierarchy that distinguishes
fair value measurements by the significance of value
inputs used. A maturity analysis of financial assets
is also required to be prepared if this information is
necessary to enable users of the financial statements
to evaluate the nature and extent of liquidity risk.
The transitional provisions of the amendment do not
require disclosure of comparative information in the
first year of application. The Company has elected to
disclose comparative information.

Standards, amendments, and interpretations issued that
are not yet effective and have not been early adopted

J NZ IAS 23(Amendment) ‘Borrowing Costs' replaces
NZ IAS 23 Borrowing Costs (issued 2004) and
requires an entity(other than public benefit entity) to
capitalise borrowing costs directly attributable to the
acquisition, construction, or production of a qualifying
asset or part of that asset. Effective for reporting
purposes beginning on or after 1 January 2009. The
mandatory adoption of NZ IAS 23 by public benefit
entities was deferred pending the completion of the
Financial Reporting Standard Board's research project
into the application of NZ IAS 23 by public benefit
entities. The company is able to elect to expense
borrowing costs and had elected to do so.

NZ IFRS 9 Financial Instruments will eventually replace
NZIAS 39 Financial Instruments: Recognition and
Measurement. NZ IAS 39 is being replaced through the
following three main phases: Phase 1 Classification and
Measurement, Phase 2 Impairment Methodology, and
Phase 3 Hedge Accounting. Phase 1 on the classification
and measurement of financial assets has been completed
and has been published in the new financial instrument
standard NZ IFRS 9. NZ IFRS 9 uses a single approach

to determine whether a financial asset is measured at
amortised cost or fair value, replacing the many different
rules in NZ IAS 39. The approach in NZ IFRS 9 is based

on how an entity manages its financial instruments

(its businss model) and the contractual cash flow
characteristics of financial assets. The new standard also
requires a single impairment method to be used, replacing
the many different impairment methods in NZ IAS 39. The
new standard is required to be adopted for the year ended
30 June 2014. The company has not yet assessed the
effect of this new standard and expects it will not be early
adopted.

NZ IAS 24 Related Party Disclosures (Revised 2009)
replaces NZ IAS 24 Related Party Disclosures (Issued
2004). The revised standard simplifies the definition

of related party, clarifying its intended meaning and
eliminating inconsistencies from the definition. The
Revised NZ IAS 24 is required to be applied, at the latest, in
preparing the 30 June 2012 financial statements.

Significant accounting policies

The accounting policies that materially affect the
measurement of financial performance, financial position
and cash flows are set out below and have been applied
consistently to all periods presented in these financial
statements.

Revenue
Revenue is measured at the fair value of consideration
received or receivable.

Revenue from the rendering of services is recognised by
reference to the stage of completion of the transaction at
balance date, based on the actual service provided as a
percentage of the total services to be provided.

Government grants

Government grants for specific and general purposes are
recognised when eligibility to receive the grant has been
established. Grants for programmes are recognised over the
period in which the programme is run by reference to the dates of
the programme. Where funds have been received but not earned
at balance sheet date a revenue in advance is recognised.

Membership fees

Revenue from fitness membership fees is recognised over the
period to which it relates. Where funds have been received but
not earned at balance date a revenue in advance is recognised.

Rental revenue

Rental revenue is from hireage of community halls and space
hireage within recreation and pool facilities. Revenue is
recognised over the period to which it relates. Where funds
have been received but not earned at balance date a revenue
in advance is recognised.

Other revenue

Interest income is accrued on a time basis and is recognised
using the effective interest method. Products held for sale are
recognised when a product is sold to the customer. Sales are
usually in cash or by credit card. The recorded revenue is the
gross amount of the sale, including credit card fees payable for
the transaction. Such fees are included in other expenses.

Advertising
Advertising costs are expensed when the related service has
been rendered.
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Borrowing costs
Borrowing costs are recognised as an expense in the period in
which they were incurred.

Property, plant and equipment

Property, plant and equipment are recorded at historical
cost less accumulated depreciation and impairment losses.
Historical cost is the value of consideration given to acquire
the assets and the value of other directly attributable costs
which have been incurred in bringing the assets to the location
and condition necessary for their intended service.

Additions

The cost of an item of property, plant and equipment is
recognised as an asset if, and only if, it is probable that future
economic benefits or service potential associated with the
item will flow to the Company and the cost of the item can be
measured reliably.

In most instances, an item of property, plant and equipment is
recognised at its cost. Where an asset is acquired at no cost, or
for a nominal cost, it is recognised at fair value when control
over the asset is obtained.

Disposals

Gains and losses on disposals are determined by comparing
the proceeds with the carrying amount of the asset. Gains
and losses on disposals are included in the statement of
comprehensive income.

Subsequent costs

Costs incurred subsequent to initial acquisition are capitalised
only when it is probable that future economic benefits or
service potential associated with the item will flow to the
Company and the cost of the item can be measured reliably.

Depreciation

Depreciation is provided on a straight line basis on all property,
plant and equipment (except land which is not depreciated) at
rates that will write off the cost of the assets to their estimated
residual values over their useful lives. The useful lives and
associated depreciation rates of major classes of assets have
been estimated as follows:

Agquatic equipment 16-20%
Fitness equipment 10-50%
Furniture and fittings 10-50%
Office equipment 25-50%
Motor vehicles 10-50%
Plant and equipment 10-50%

The residual value and useful life of an asset is reviewed and
adjusted if applicable, at each financial year end.

Financial instruments

Manukau Leisure Services Limited classifies its financial
assets into the following categories: fair value through profit
or loss, held-to maturity investments, loans and receivables
and fair value through equity. The classification depends

on the purpose for which the investments were acquired.
Management determines the classification of its investments
at initial recognition.

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted

in an active market. They are included in current assets,
except for maturities greater than 12 months after the
balance date, which are included in non-current assets.
These assets primarily comprise cash, cash receivables,
trade and receivables. After initial recognition they are
measured at amortised cost using the effective interest
method less impairment. Gains and losses when the asset is
impaired or derecognised are recognised in the statement of
comprehensive income.

Impairment of assets

At each balance sheet date MLSL assesses whether there
is any objective evidence that a financial asset or group
of financial assets is impaired. Any impairment losses are
recognised in the statement of comprehensive income.

Assets with a finite useful life are reviewed for indicators of
impairment at each balance sheet date, impairment whenever
events or changes in economic circumstances indicate that
the carrying amount of such assets may not be recoverable.
An impairment loss is recognised for the amount by which the
asset's carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset's fair value less
costs to sell and value in use.

Where the future economic benefits of an asset are not primarily
dependent on an ability to generate cash inflows, value in use is
determined as the depreciated replacement cost of the asset.

If an asset's carrying amount exceeds its recoverable amount,
the asset is impaired and the carrying amount is written down
to the recoverable amount. The total impairment losses are
recognised in the statement of comprehensive income.

Goods and services tax (GST)

The statement of comprehensive income has been prepared

so that all components are stated exclusive of GST. All items in
the statement of financial position are stated net of GST with
the exception of receivables and payables which include GST as
invoiced. Where GST is not recoverable as an input tax then it is
recognised as part of the related asset or expense.



The GST (net) component of operating activities in the statement
of cash flows reflects the net GST paid and received with the
Inland Revenue Department. The GST (net) component has been
presented on a net basis, as the gross amounts do not provide
meaningful information for financial statement purposes.

Commitments and contingencies are disclosed exclusive of GST.

Operating leases

An operating lease is a lease that does not transfer
substantially all the risks and rewards incidental to
ownership of an asset. Lease payments under an operating
lease are recognised as an expense on a straight-line basis
over the lease term.

Employee benefits

(a) Short-term benefits

Employee benefits that MLSL expects to be settled within 12
months of balance date are measured at nominal values based
on accrued entitlements at current rates of pay. These include
salaries and wages accrued up to balance date, annual leave
earned to, but not yet taken at balance date and sick leave.

MLSL recognises a liability and an expense for bonuses where
contractually obliged or where there is a past practice that has
created a constructive obligation.

(b) Long-term benefits

Employee benefits that MLSL expects to be settled after 12
months of balance date are measured at nominal values based
on accrued entitlements at current rates of pay. These represent
long service leave.

Cash and cash equivalents

Cash and cash equivalents includes cash on hand, deposits held
at call with banks, other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts.

Bank overdrafts are shown within borrowings as a current
liability in the statement of financial position.

Trade and other receivables

Trade and other receivables are initially measured at fair
value and subsequently measured at amortised cost using the
effective interest method, less any provision for impairment.

A provision for impairment of receivables is established when
there is objective evidence that the Company will not be able

to collect all amounts due according to the original terms of

the receivables. The amount of the provision is the difference
between the asset's carrying amount and the present value

of estimated future cash flows, discounted using the effective
interest method. The carrying amount of an impaired receivable
is reduced through the use of an allowance account, and

the amount of the loss is recognised in the statement of

comprehensive income. When the receivable is uncollectible, it
is written off against the allowance account. Overdue receivables
that have been renegotiated are reclassified as current (i.e. not
past due).

Creditors and other payables

Creditors and other payables are initially measured at fair
value and subsequently measured at amortised cost using
the effective interest method.

Provisions

Manukau Leisure Services Limited recognises a provision

for future expenditure of uncertain amount or timing when
there is a present obligation (either legal or constructive) as a
result of a past event, it is probable that expenditures will be
required to settle the obligation and a reliable estimate can
be made of the amount of the obligation.

Inventories

Inventories held for distribution that are not supplied on
a commercial basis are measured at the lower of cost
and current replacement cost. The cost of the inventory is
determined using the first-in first-out method.

Cash flow statement

Cash means cash balances on hand, held in bank accounts,
demand deposits and other highly liquid investments in which
the company invests as part of its day to day cash management.

- Operating activities include cash received from all income
sources of the company and records the cash payments
made for the supply of goods and services.

- Investing activities are those activities relating to the
acquisition and disposal of property, plant and equipment
and investments.

- Financing activities are those activities which result in
changes in the size and composition of the capital structure
of the company. This includes both equity and debt not
falling within the definition of cash.

Income tax
Income tax expenses in relation to the surplus or deficit for
the period comprises current tax and deferred tax.

Current tax is the amount of income tax payable based on
the taxable profit for the current year, plus any adjustments
to income tax payable in respect of prior years. Current

tax is calculated using rates that have been enacted or
substantively enacted by balance date.

Deferred tax is the amount of income tax payable or
recoverable in future periods in respect of temporary
differences and unused tax losses. Temporary differences
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are differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding
tax bases used in the computation of taxable profit.

The measurement of deferred tax reflects the tax
consequences that would follow from the manner in which
the entity expects to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised

to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences
or tax losses can be utilised.

Current tax and deferred tax is charged or credited to the
statement of comprehensive income, except when it relates to
items charged or credited directly to equity, in which case the
tax is dealt with in equity.

Borrowings

Borrowings are initially recognised at their fair value. After
initial recognition, all borrowings are measured at amortised
cost using the effective interest rate.

Critical accounting estimates and assumptions

In preparing these financial statements the Company has
made estimates and assumptions concerning the future.
These estimates and assumptions may differ from the
subsequent actual results. Estimates and assumptions are
continually evaluated and are based on historical experience
and other factors, including expectations or future events
that are believed to be reasonable under the circumstances.
The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:

Property, plant and equipment useful lives and residual values
At each balance date the Company reviews the useful lives and
residual values of its property, plant and equipment. Assessing
the appropriateness of useful life and residual value estimates

of property, plant and equipment requires the Company to
consider a number of factors such as the physical condition of the
asset, expected period of use of the asset by the Company, and
expected disposal proceeds from the future sale of the asset.

An incorrect estimate of the useful life or residual value will
impact on the depreciable amount of an asset, therefore
impacting on the depreciation expense recognised in the
statement of financial performance, and carrying amount of
the asset in the statement of financial position. The Company
minimises the risk of this estimation uncertainty by:

- physical inspection of assets;

- asset replacement programmes;

- review of second hand market prices for similar assets; and
- analysis of prior asset sales.

The Company has not made significant changes to past
assumptions concerning useful lives and residual values.
The carrying amounts of property, plant and equipment are
disclosed in note 9.



2. Financial instruments

The Company is a party to financial instrument arrangements as part of its everyday operations. These include instruments such
as bank balances, receivables and payables.

Financial instrument categories (SNZD)

31 October 2010 12 months 30 June 2009
Financial asset
Cash, loans and receivables
Cash and cash equivalent 2,696,821 1,848,487
Debtors and other receivables 502,316 608,770
Total cash, loans and receivables 3199137 2,457,257
Financial liabilities
Financial liabilities at amortised cost
Creditors and other payables 2,130,516 2,376,721
Total financial liabilities at amortised cost 2,130,516 2,376,721

At balance date no financial instruments were considered to fit into the financial instrument categories of fair value through profit
or loss, held-to maturity investments or fair value through equity.

Financial instrument risks
MLSL is risk adverse and seeks to minimise its exposure to financial instrument risk.

Credit risk

Credit risk is the risk that a third party will default on its obligations to MLSL, causing the company to incur a loss. The
Company has no significant concentrations of credit risk. No collateral or security is held or given to support financial
instruments. Cash and cash equivalents are held as cash or with the BNZ in short term deposits.

The companies maximum credit risk exposure for each class of financial instrument is as follows:

31 October 2010 12 months 30 June 2009
Financial asset
Cash, loans and receivables
Cash and cash equivalent 2,696,821 1,848,487
Debtors and other receivables 502,316 608,770
Total cash, loans and receivables 3,199,137 2,457,257

Liquidity risk
The Liquidity Risk is the risk that MLSL will encounter difficulty raising liquid funds to meet commitments as they fall due.

The Company has invested some of its cash in short term deposits to ensure sufficient funds are available to meet its known
obligations.

The credit quality of financial assets that are neither passed due nor impaired can be assesed by Standard and Poor's credit
ratings (if available)

31 October 2010 12 months 30 June 2009
Counterparties with credit ratings
Cash at bank and term deposits
AA 2,696,821 1,848,487
Total cash at bank and term deposits 2,696,821 1,848,487

There are no procedures in place to monitor or report the credit quality of debtors and other receivables with reference to internal
and external credit ratings.
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Maturity analysis of financial liabilities and assets

The table below analyses MLSL liabilities and assets into relevant maturity groupings based on the remaining period at balance
date to the contractual maturity date. Future interest payments on floating rate debt is based on the floating rate on the
instrument and balance date. The amounts disclosed are contractual undiscounted cash flows.

Maturity analysis of financial liabilities and assets (SNZD)

Carrying Amount Cg::;?;t‘::sal Less than 1 Year 1-2 years 2-5 Years Mor:etaI::n 5
Financial assets
Cash and cash equivalents 2,696,821 2,696,821 2,696,821 - -
Debtors and other receivables 502,316 502,316 502,316 - -
Total 3,199,137 3,199,137 3,199,137 0 (0] o
Financial liabilities
at amortised cost
Creditors and other payables 2,130,516 2,130,516 2,130,516
Total 2,130,516 2,130,516 2,130,516 0 (0] 0o

Sensitivity analysis

The company both borrows money and holds surplus funds in short term deposit accounts so is affected by changes in interest
rates. The table below illustrates the potential profit and loss impact for a range of potential market movements, with all other
variables held constant, based on MLSL financial exposures as at balance date.

Interest rate risk -200bps -100bps +100bps +200bps
Financial assets

Cash and cash equivalents (46,000) (23,000) 23,000 46,000
Total (46,000) (23,000) 23,000 46,000

Cash flow interest rate risk
The Company has no exposure to currency risk, as all financial instruments are in New Zealand dollars.

Currency risk
The Company has no exposure to currency risk, as all financial instruments are in New Zealand dollars.

3. Employee benefit expenses (SNZD)

31 October 2010 12 months 30 June 2009
Salaries and wages 14,229,576 9,717,632
Employer superannuation contributions 82,663 69,422
Increase in employee benefit liabilities 167,731 63,343
Total employee benefit expenses 14,479,970 9,850,397

Employee superannuation contributions are a defined contribution plan which includes Kiwisaver and ASB Superannuation
Master Trust Fund.

Termination payments
Salaries include $235,031(2009: nil) of redundancies arising from the dissolution of Manukau Leisure Services Limited, paid
in accordance with the Local Government (Auckland Transitional Provisions) Act 2010.



4. Other expenses (SNZD)

Note 31 October 2010 12 months 30
June 2009
Audit fees for financial statement audit 40,681 27100
ACC Partnership Programme 18 208,579 134,272
Loss on disposal of property plant and equipment 68,428 60,931
Directors' fees 19 164,717 145,000
Impairment of receivables 8 39,645 5,418
Lease and hireage Manukau City Council 3,967,077 2,943,830
Lease and hireage other 66,072 25,615
Services acquired from Manukau City Council 2,284,103 2,169,397
Electricity 997,324 699,097
Gas 730,866 642,006
Cleaning 648,030 483,214
Website development expenses 0 27950
Other operating expenses 4,341,592 2,939,341
Total other expenses 13,557,114 10,303,171
5. Finance costs (SNZD)
31 October 2010 12 months 30
June 2009
Interest on Manukau City Council loan 0 63,539
Total finance costs 0 63,539
6. Tax (SNZD)
31 October 2010 12 months 30
June 2009
Current tax expense 0 186,558
Prior period adjustment to current tax 0 24,758
Deferred tax expense 308,721 ar7,127)
Deferred tax on change in tax rate 0 2,477
Income tax expense 308,721 34189
Relationship between tax expense and accounting profit
Profit before tax 1,157,814 117,561
Tax at 30% 347,343 35,267
Non deductible expenditure - permanent 15,395 (1,078)
Loss offset year ending 30 June 2010 (439,688) 0
Non-deductible expenditure - deferred 76,949 0
Prior year adjustment 0 2,477
Reversal of deffered tax 308,721 0
Tax expense 308,721 36,666

No tax has been paid during the year, accordingly no imputation credits are available at the year end.
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Deferred tax assets/(liabilities) Property plant and equipment Employee entitlements Other provisions Total

Balance as at 1 July 2008 32,966 153,060 23,631 209,657
Charged to profit and loss 70,698 68,673 12,998 152,369
Prior year adjustment to tax payable 24,758 24,758
Balance as at 30 June 2009 128,422 221,733 36,629 386,784
Balance as at 1 July 2009 128,422 221,733 36,629 386,784
Charged to profit and loss (128,422) (221,733) (36,629) (386,784)
Balance as at 31 October 2010 o o o 0o

7. Cash and cash equivalents (SNZD)

31 October 2010 12 months 30 June 2009
Cash and bank overdrafts include the following for the purposes of the cash
flow statement:
Cash at bank and in hand 396,821 1,848,487
Short term deposits maturing three months or less 2,300,000 0)
Total cash and cash equivalents 2,696,821 1,848,487

The carrying value of cash at bank and short term deposits with maturity dates of three months or less approximates their fair value.

8. Trade and other receivables and prepayments (SNZD)

31 October 2010 12 months 30 June 2009
Other receivables 166,131 96,631
Related party receivables 0 0
Accrued income 349,400 208,457
Trade and other receivables 515,531 305,088
Prepayments 0 303,682
Total 515,531 608,770
Less provision for impairment of receivables (13,215)
Total net of provision 502,316 608,770

Fair value
Debtors and receivables are non-interest bearing and receipt is normally on 30-day terms, therefore the carrying value of
debtors and other receivable approximate their fair value.

Impairment

As at 31 October 2010, all overdue receivables have been assessed for impairment and appropriate provision applied, as detailed below:

31 October 2010 12 months 30 June 2009
Gross Impairment Net Gross Impairment Net
Not past due 137,716 0 137,716 44,326 0 44,326
past due 31-60 days 15,372 17 15,201 17,210 0 17,210
Past due 61-90 days and over 13,044 13,044 0) 35,095 0 35,095
Total 166,131 13,215 152,916 96,631 0o 96,631



Movements in the provision for impairment of receivables is as follows (SNZD):

Opening Balance

Additional provisions made during the period

Net bad debts written off

Closing Balance

Note

31 October 2010
0o

39,645

(26,430)

13,215

12 months 30 June 2009
25,171

5,418

(30,589)

The impairment provision has been calculated based on a review of specific overdue receivables and a collective assessment.
There are no individually impaired receivables and the collective impairment provision is based on an analysis of past collection

history and debt writeoffs.

Movements in the provision for impairment of receivables is as follows (SNZD):

Collective impairment

Total provision for impairment

31 October 2010
13,215
13,215

12 months 30 June 2009
5,418
5,418

The company holds no collateral as security or other credit enhancements over receivables that are either past due or impaired.

9. Property, plant and equipment ($NZD)

Cost

Balance at 1st July 2009
Additions

Disposals

Balance at 31 October 2010
Balance at 1st July 2008
Additions

Disposals

Balance at 30 June 2009

Accumulated depreciation
and impairment losses

Balance at 1st July 2009
Depreciation expenses
Impairment losses
Disposals

Balance at 31 Oct 2010
Balance at 1st July 2008
Depreciation expenses
Impairment losses
Disposals

Balance at 30 June 2009
Carrying amounts

At 1 July 2008

At 30 June and 1 July 2009
At 31 October 2010

Aquatic
equipment

93,527
103,446
(20,000)
176,974
69,950
24,662
(1,085)
93,527

21,987
29,812
0
(10,667)
41,133
5,751
16,236
0

0
21,987

64,199
71,540
135,841

Cardio

773,264
63,798
(55,950)
781,12
745,007
55,357
(27100)
773,264

364,645
237,151

0
(27,943)
573,854
195,802
177,089
0
(8,246)
364,645

549,205
408,619
207,258

Plant and
equipment

2,432,377
627,942
(22,169)

3,038,150

1,917,370
595,252
(80,245)
2,432,377

935,078
792,159
0
(15,037)
1,712,200
501,250
449,682
0
(15,854)
935,078

1,416,120
1,497,299
1,325,949

Recreation
equipment

14,693
556,070
0
570,763
0o

14,693

0
14,693

461
44,542
0

0
45,003
)

461

461

(o]

14,232
525,760

Office Strength
equipment equipment
60,187 365,938
2,500 169,030
0 (40,202)
62,687 494,766
46,801 363,732
15,409 21906
(2,023) (19,700)
60,187 365,938
13,987 112,387
16,238 82,761
0 0

0 (12,271)
30,225 182,878
2,695 58,396
11,461 59,823
0 0

(169) (5,832)
13,987 112,387
44,106 305,336
46,200 253,551
32,462 311,888

N[otor Total
vehicles
347,547 4,087,533
78,588 1,601,375

0 (138,321)

426,135 5,550,587
233,479 3,376,339
130,068 857,347
(16,000) (146,153)
347,547 4,087,533
91,601 1,540,146
73,659 1,276,323
0 o

0 (65,917)
165,260 2,750,552
45,140 809,034
53,125 767,877

0 (o}
(6,664) (36,765)
91,601 1,540,146
188,339 2,567,305
255,946 2,547,387
260,876 2,800,034

There are no restrictions over the title of the Company's property,plant and equipment, nor is any property, plant and equipment
pledged as security for liabiliites.
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10. Cost of goods sold (SNZD)

Note 31 October 2010
Balance at 1 July 2009 16,068
Acquired as part of business -
Acquired during year 183,136
Less assets held for sale (16,275)
Total cost of goods sold 182,929
11. Inventories (SNZD)

Note 31 October 2010
Chemical stock 20,001
Merchandising stock 16,275
Fitness packs stock 0
Total inventories 36,277
12. Trade and other payables (SNZD)

Note 31 October 2010
Trade payables 714,817
Deposits and bonds 15,325
Accrued expenses 352,664
GST payable 228,328
Manukau City Council 19 160,317
Revenue in advance 659,065
Total trade and other payables 2,130,516

12 months 30 June 2009
11,325

135,123
(16,068)
130,380

12 months 30 June 2009
31,541

16,068

12,350

59,959

12 months 30 June 2009
381,894

9,399

261,468

78,745

881,005

764,211

2,376,721

Trade and other payables are non-interest bearing and are normally settled on 30-day terms, therefore the carrying value of
trade and other payables approximates their fair value. Revenue in advance were the membership fees and hall hireage that

have been charged by 31 October 2010 for the next financial year.

13. Employee benefits liabilities (SNZD)
31 October 2010

Accrued pay 397,120
Annual leave 876,926
Long service leave 0
Superannuation 4,74
Total employee benefit liabilities 1,278,787
Comprising:

Current 1,278,787

Non-current 0

Total 1,278,787

12 months 30 June 2009
350,861

755,715

3,327

1153

1,111,056

1,M,056
0
1,111,056



14. Equity (SNZD)

Share capital 31 October 2010 12 months 30 June 2009
As at 1 July 2009 1,600,000 1,600,000
As at 31 October 2010 1,600,000 1,600,000

Retained earnings

As at 1 July 2009 177,052 96,157
Surplus for the year 849,092 80,895
Total retained earning as at 31 October 2010 1,026,144 177,052
As at 31 October 2010 2,626,144 1,777,052

Share issue details and rights - ordinary shares

As at 31 October 2010 there were 1,600,000 fully paid $1shares and 100 issued but uncalled shares. All ordinary shares rank
equally with one vote attached to each share. Entitlement to share in dividend or distribution is restricted to the proportion of the
issue price actually paid at the time of the distribution.

15. Reconciliation of net surplus after tax to net cash flow from operating activities (§NZD)

31 October 2010 12 months 30 June 2009
Surplus after tax 849,092 80,895
Add/(less) non-cash items
Depreciation and amortisation 1,276,323 767,877
Total non-cash items 1,276,323 767,877
Add/(less) items classified as investing
Losses on disposal of property, plant and equipment 68,428 60,931
Total classified as investing activities 68,428 60,931
Add/(less) movement in working capital items
Receivables and prepayments 106,453 3,847
Inventories and assets held for sale 23,683 4,070
Tax payable 200,226 (280,726)
Payables and accruals (210,001) 174,740
Employee entitlements 167,731 141,314
Net working capital movement 288,092 43,245

Net cash from operating activities 2,481,936 952,948
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16. Operating leases

Operating leases as lessee

Manukau Leisure Services Limited leases its property, plant and equipment in the normal course of its business. In the prior year
to 30 June 2009 the majority of these leases had a non-cancellable term of 12 months from Manukau City Council, with 12 months
remaining as at balance date. At 31 October 2010 there were no outstanding leases with Manukau City Council. The future
aggregate minimum lease payments to be collected under non-cancellable operating leases are as follows:

Related party operating leases (SNZD)

Non-cancellable operating leases as lessee 31 October 2010 12 months 30 June 2009
Not later than one year 0 3,046,068
Later than one year and not later than five years 0 33,732
Later than five years 0 0
Total non-cancellable operating leases (o] 3,079,800
Third party operating leases (SNZD)

Non-cancellable operating leases as lessee (SNZD) 31 October 2010 12 months 30 June 2009
Not later than one year 90,593 74900
Later than one year and not later than five years 360,947 387,340
Later than five years 0 94,160
Total non-cancellable operating leases 451,540 556,400

There are no restrictions placed on the Company by any of its leasing arrangements.

17. Service agreement commitments

Manukau Leisure Services Limited entered into contractal agreement with Manukau City Council for the provision of various back
office operational services. In the prior year to 30 June 2009 the majority of these agreements had terms of 36 months, with 12
months remaining as at balance date. At 31 October there were no outstanding service agreement commitments with Manukau
City Council. The future aggregate service payments to be made under these agreements are as follows:

Service agreement commitments ($NZD) 31 October 2010 12 months 30 June 2009
Not later than one year 0] 1,602,178
Later than one year and not later than five years 0] 0]
Total service agreement commitment 0 1,602,178

18. Contingencies ($NZD)

ACC Partnership Programme

Until 31 March 2010, the company belonged to the ACC Partnership Programme whereby the company accepted the management of workplace
injuries through rehabilitation, case management, injury prevention and work safety management practices. Under the ACC Partnership
Programme, the company was effectively providing accident insurance to employees.

From O1 April 2010, the company joined the ACC Workplace Safety Management Practices programme rewards employers who build safer
workplaces. In exchange for putting in place systems and processes that promote injury prevention, the programme gives employers discounts on
their standard ACC WorkPlace Cover levies.

Manukau Leisure Services Limited does not have any other contingent liabilities at 31 October 2010. (30 June 2009 : Nil)



19. Related party transactions

Manukau City Council is the ultimate parent of the MLSL. All members of the Manukau City Council are considered to be related parties of MLSL. The following transactions

were carried out with related parties:

Interest paid to Manukau City Council

Lease and rents paid to Manukau City Council

Services purchased from Manukau City Council

Accounts payables to Manukau City Council

Service provided to Manukau City Council

Accounts receivable from Manukau City Council

Shares held by Manukau City Council

Te Puru Charitable Trust

Services purchased from Te Puru Charitable Trust

Manukau Water Limited

Water services received from Watercare Services Limited

TMPL (Flat Bush) Limited

Subvention payment to TMPL following loss offset from TMPL of $644,402
Tomorrows Manukau Properties Limited

Loss offset from TMPL relating to the year ended 30 June 2010

Manukau City Investments Limited

Loss offset from MCIL relating to the year ended 30 June 2010

Manukau Building Consultants Limited

Subvention payment to MBCL Limited

Skills Active Aotearoa

Richard Beddie is Director of MLSL and Board Chairman of Skills Active Ltd. MLSL pays Skills Active for training services
Fitness New Zealand

Richard Beddie is a Director of MLSL and CEO of Fitness NZ. MLSL pays Fitness NZ for membership services
Morrison Low Holdings Limited

George Green is a Director of MLSL and Chairman of Morrison Low Holdings. MLSL procures consulting services from
Morrison Low Holdings

Pacific Hygiene Limited

George Green is a Director of MLSL and Director of Pacific Hygiene Ltd. MLSL procures cleaning services from Pacific Hygiene
Ltd

Manukau Institute of Technology

Stuart Middleton is Chairman of MLSL and Executive Director of MIT. MLSL pays MIT for training services

Key management personnel

No other directors or senior management personnel have entered into related party transactions with MLSL
Key management personnel compensation

Salaries and other short term employee benefits

Termination benefits

Total key management personnel compensation

31 October
2010

0
3,967,077
2,284,103

160,317
15,283,786
7136
1,600,000

17189

497,792

383,723

66,783

108,496

5,747

6,127

79,580

1,443

4,738

1,382,922
235,031
1,617,953

12 months
30 June
2009

63,539
2,943,830
2,169,397
881,005
12,081,546
0
1,600,000
n721

469,173

317,391

12,349

5,430

23,189

16,568

2,703

825,624
101,482
927106
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20. Events after the balance sheet date

Disestablishment of Manukau Leisure Services Limited is effective from 1 November 2010.

21. Capital management

The Manukau Leisure Services' capital is its equity, which comprise share capital, retained earnings and reserves. Equity is represented
by net assets.

The constitution requires the Board of Directors to manage it's revenue, expenses, assets, liabilities, investments, and general financial
dealings prudently. The equity is largely managed as a by-product of managing revenues, expenses, assets, liabilities, investments, and
general financial dealings.

22. Reorganisation of Local Government in Auckland - transfer of assets, liabilities and operations

The reorganisation has impacted upon Manukau Leisure Services Limited as follows:

- All property belonging to Manukau Leisure Services Limited will vest in Auckland Council.

- All money payable to or by Manukau Leisure Services Limited will become payable to or by Auckland Council.

- All rights, liabilities, contracts, entitlements, and engagements of Manukau Leisure Services Limited have become the rights, liabilities,
contracts, entitlements, and engagements of Auckland Council.

- Auckland Council is delivering the services previously delivered by Manukau Leisure Services Limited.

23. Breach of Local Government Act 2002

Section 67 of the Local Government Act 2002 requires the board of a council-controlled organisation to deliver its annual report to its
shareholder, and make it available to the public, within three months of balance date. Manukau Leisure Services Limited did not comply with
this requirement by the statutory deadline of 31 January 20T11.

The report was completed on 24 February 2011 and was made publicly available as soon as practical after that.
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Auditor’s Report AUDIT NEW ZEALAND
For the year ended 31 October 2010 Mdha Arctake Aetedras

TO THE READERS OF MANUKAU LEISURE SERVICES LIMITED'S FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION
FOR THE 16-MONTH PERIOD ENDED 31 OCTOBER 2010

The Auditor-General is the auditor of Manukau Leisure Services Limited. The Auditor General has appointed me, F Caetano,
using the staff and resources of Audit New Zealand, to carry out the audit on her behalf. The audit covers the financial
statements and performance information included in the report of Manukau Leisure Services Limited for the 16-month period
ended 31 October 2010.

Manukau Leisure Services Limited's financial statements and performance information have been completed by Auckland
Council pursuant to the Local Government (Tamaki Makaurau Reorganisation) Act 2009.

Ungualified Opinion
In our opinion:
+ The financial statements of Manukau Leisure Services Limited on pages 27 to 46 that are prepared on a dissolution basis:
+ comply with generally accepted accounting practice in New Zealand; and
* give atrue and fair view of:
. Manukau Leisure Services Limited's financial position as at 31 October 2010; and
J the results of its operations and cash flows for the 16-month period ended on that date.
o The performance information of Manukau Leisure Services Limited on pages 16 to 20 gives a true and fair view of the
achievements measured against the performance targets adopted for the 16-month period ended 31 October 2010.
. Based on our examination the company kept proper accounting records

The audit was completed on 24 February 2011, and is the date at which our opinion is expressed.

The basis of our opinion is explained below and refers to the financial statements being appropriately prepared on a dissolution
basis due to the new local government structure for the Auckland region from 1 November 2010. In addition, we outline the
responsibilities of Manukau Leisure Services Limited, Auckland Council and the Auditor, and explain our independence.

Basis of Opinion
We carried out the audit in accordance with the Auditor-General's Auditing Standards, which incorporate the New Zealand
Auditing Standards.

We planned and performed the audit to obtain all the information and explanations we considered necessary in order to obtain
reasonable assurance that the financial statements and performance information did not have material misstatements, whether
caused by fraud or error.

Material misstatements are differences or omissions of amounts and disclosures that would affect a reader’s overall
understanding of the financial statements and performance information. If we had found material misstatements that were not
corrected, we would have referred to them in our opinion.

The audit involved performing procedures to test the information presented in the financial statements and performance
information. We assessed the results of those procedures in forming our opinion.

Audit procedures generally include:

+ determining whether significant financial and management controls are working and can be relied on to produce complete
and accurate data;

. verifying samples of transactions and account balances;

0 performing analyses to identify anomalies in the reported data;

0 reviewing significant estimates and judgements made by Manukau Leisure Services Limited and Auckland Council;

+ confirming year-end balances;

. determining whether accounting policies are appropriate and consistently applied; and

. determining whether all required disclosures are adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial statements and performance
information.

We evaluated the overall adequacy of the presentation of information in the financial statements and performance information.
We obtained all the information and explanations we required to support our opinion above.



The financial statements are appropriately prepared on a dissolution basis due to the new local government structure for
the Auckland region from 1 November 2010

On 1 November 2010 the Local Government (Tamaki Makaurau Reorganisation) Act 2009 dissolved Manukau Leisure Services
Limited and vested its assets and liabilities in Auckland Council.

In forming our opinion, we considered:
. the accounting policy on page 32 about the financial statements being prepared on a dissolution basis; and
o the disclosures regarding the effects of dissolution in notes 3 and 22.

We consider the basis of preparation of the financial statements and the related disclosures to be appropriate to Manukau
Leisure Services Limited's circumstances.

Responsibilities of Manukau Leisure Services Limited, Auckland Council and the Auditor

The Local Government (Tamaki Makaurau Reorganisation) Act 2009 required the report of Manukau Leisure Services Limited
for the 16 month period ended 31 October 2010 to be prepared by Manukau Leisure Services Limited and completed by Auckland
Council.

Therefore, the Auckland Council is responsible to ensure that the report of Manukau Leisure Services Limited includes financial
statements that comply with generally accepted accounting practice in New Zealand. The financial statements must give a true
and fair view of the financial position of Manukau Leisure Services Limited as at 31 October 2010. They must also give a true
and fair view of the results of operations and cash flows for the 16-month period ended on that date. Auckland Council is also
responsible for preparing performance information that gives a true and fair view of service performance achievements for the
16-month period ended 31 October 2010.

We are responsible for expressing an independent opinion on the financial statements and performance information and
reporting that opinion to you. This responsibility arises from section 15 of the Public Audit Act 2001 and section 69 of the Local
Government Act 2002.

Independence
When carrying out the audit we followed the independence requirements of the Auditor General, which incorporate the
independence requirements of the New Zealand Institute of Chartered Accountants.

Other than the audit, and the Auditor-General being the auditor of Auckland Council, we have no relationship with or interests in
Manukau Leisure Services Limited.

F Caetano

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

Matters relating to the electronic presentation of the audited financial statements and performance information
This audit report relates to the financial statements and performance information of Manukau Leisure Services Limited for

the 16-month period ended 31 October 2010 included on Manukau Leisure's website. Manukau Leisure is responsible for the
maintenance and integrity of Manukau Leisure’s website. We have not been engaged to report on the integrity of the Manukau
Leisure's website. We accept no responsibility for any changes that may have occurred to the financial statements and
performance information since they were initially presented on the website.

The audit report refers only to the financial statements and performance information named above. It does not provide an
opinion on any other information which may have been hyperlinked to or from the financial statements and performance
information. If readers of this report are concerned with the inherent risks arising from electronic data communication they
should refer to the published hard copy of the audited financial statements and performance information and the related
audit report dated 24 February 2011 to confirm the information included in the audited financial statements and performance
information presented on this website.

Legislation in New Zealand governing the preparation and dissemination of financial information may differ from legislation in
other jurisdictions.

49









www.manukauleisure.co.nz

Head office: Level 1, Allan Brewster Recreation Centre
Tavern Lane, Papatoetoe

PO Box 97 549

Manukau City 2241

New Zealand

Phone 09 262 5960

Fax 09 262 5961



