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QUALITY ROADING AND SERVICES (WAIROA) LIMITED  

CHAIRMAN’S ANNUAL REPORT TO 30 JUNE 2020 

 

 

INTRODUCTION 

It is my pleasure to present to our stakeholders the QRS Annual Report for 

2020. This is my fourth report as Chair of Quality Roading and Services. 

This year we have continued to deliver strong results in a difficult trading 

environment and developed some ideas for future development that strike a 

good balance between the company’s economic role and our social 

responsibilities. I am pleased to report our total revenue for the year was 

$26.2 million with a consolidated pre-tax profit of $600,865. This year we 

have made a provision in our end of year accounts for a subvention payment to our shareholder of 

$200,000 which has impacted on our reported consolidated pre-tax profit.  

 

PRINCIPLE ACTIVITIES 

 

Quality Roading and Services’ (QRS) speciality is civil construction and roading infrastructure. We offer 

a full range of civil engineering, skills, experience, and equipment.  QRS was incorporated in 1994 and 

is wholly owned by Wairoa District Council. The company is a Council Controlled Trading Organisation 

of the Local Government Act 2002 and operates under the Companies Act 1993 as defined in Section 6 

of the Local Government Act 2002.  

 

OVERVIEW 

QRS navigated the onset of Covid-19 with a strong balance sheet and has finished strongly despite the 

upheavals the global pandemic continues to cause. The profit growth experienced in recent years was 

driven by diversification of the company’s customer base. Below is a report against our key strategic 

focus areas.  

People 

 

QRS employed 87 staff as of June 2020 with all of them on fulltime employment contracts. We 

continued to invest in our biggest and most strategic asset, our staff, with $225,000 direct spend on 

training and personnel development. 

 

QRS Board Chairman Guy Gaddum.  
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We continued our drive towards a drug and alcohol-free worksite by carrying out 139 tests and 

reporting a less than one percent failure rate.  

In March 2020 we farewelled chief financial officer Karen Burger after almost 20 years of loyal and 

diligent service. Karen stepped in many times to help the company and was acting chief executive 

during a demanding time in the company’s history in 2017. On behalf of my fellow directors and the 

shareholder I formally acknowledge Karen’s contribution to the company then, and in these more recent 

transformative and successful years. Karen’s legacy lives on in the appointment of Siobhan Storey to 

the role of financial controller who continues to build on Karen’s good work.  

This year just over $7 million was invested in the salaries and wages of QRS staff, all of whom live 

locally thereby ensuring their salaries and wages are making a significant contribution to the Wairoa 

economy. During the Covid-19 lockdown QRS accessed $600,000 of wage subsidies offered by the 

Government and continued to pay all staff 80 percent of their normal income during this time.  

 

Relationships 

 

In the financial year 2020 our relationship with our major shareholder Wairoa District Council (WDC) 

was, and continues to be, recognised as the most critical to the company’s success. We enjoyed a 

strong and mutually beneficial relationship with WDC as evidenced by the Mahia East Coast Rd 

collaborative contract and WDC’s endorsement of Provincial Growth Fund monies for our operations 

hub.  

Our relationship with other stakeholders such as our key clients continues to strengthen as 

demonstrated by our higher levels of pre-qualification with Waka Kotahi NZ Transport Agency (NZTA) 

thereby giving QRS the chance to tender for a wider range of infrastructure projects.  

QRS continues to align itself with stakeholders that share our values: equality, pride, and respect, and 

to those who assist us in achieving our goals.  

 

Health and safety 

The company continues to strengthen its culture around zero harm in the workplace. There was a 

strong focus on lead indicators, indicators of performance that might predict future success, such as 

minimising plant damage, rework costs, and the number of competency assessments. The measure of 

our success was our lag indicators (measures of past performance) which revealed that despite an 

increase in turnover and our growing work complexity and geographic reach, our injury and incident 

rates are mostly trending down as seen in the table below.  
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Measure 2020 2019 2018 

Lost time injury 
frequency rate 

0.91 1.3 1.8 

Medical treatment 
injury rate 

4.54 3.2 5.3 

Total recordable 
injury frequency rate 

5.6 5.9 5.8 

Lost time injury  1 3 4 

 

Financial performance and position  

 

Total revenue for the year ended June 2020 including interest and other operating income was 

$26,227,000 ($24,284,000 last year).  

Costs were $25,327,000 ($22,710,000) last year.  

Our operating profit before tax was $600,865 ($1.5 million last year). That profit has been affected by 

an impairment and the subvention payment.  

There was an impairment to the asset book value of Tangihanga Quarry. An impairment test identified 

ongoing concerns such as low market demand, an inability to meet market pricing, environmental 

factors, and production restrictions. It was decided that QRS would impair the asset in full with a book 

write down of its quarry investment by $358,446. 

In February, QRS paid an interim dividend of $50,000 to WDC.  In lieu of a final dividend payment for 

this year, we have made provision for a subvention payment to our shareholder of $200,000. This is a 

reasonably common payment between entities that are in the same group of companies. It involves the 

purchase of tax losses from WDC leading to an ultimate greater cash benefit to the Wairoa district.  

The pie graphs below show the significant income streams for the past three years. The four largest 

revenue streams were Wairoa District Council (WDC) $13 million; Waka Kotahi NZTA $7 million; 

Rocket Lab $1.9 million; and Higgins $1 million. It must be noted that although WDC expenditure 

through QRS has increased, a large portion of this, was money funded by the Provincial Growth Fund 

for the Mahia East Coast Rd to the Rocket Lab site.  
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A table showing shareholder’s funds as at 30 June 2020 compared with the previous two financial 

years is below.  

 

 2020 2019 2018 

Current assets 

Less current liabilities 

  7,214,000 

 (5,076,000) 

  7,246,000 

(4,774,000) 

4,866,000 

(3,315,000) 

 

Plus non-current assets 

Less term liabilities 

  2,138,000 

  5,692,000 

 (788,000) 

  2,472,000 

  5,527,000 

    (1,037,000) 

1,551,000 

5,555,000 

(1,164,000) 

Total shareholder’s funds  $7,042,000 $6,962,000 $5,942,000 

 

QRS is pleased to report that as shown in the table below we have achieved all our Statement of 

Corporate Intent targets agreed on with our shareholder Wairoa District Council.  

 

 2020 2019 2018 

 Target Actual Target Actual Target Actual 

Return on equity (pre-tax) 6.0% 8.6% 6.0% 22.6% 6.0% 6.4% 

Equity ratio (shareholders’ funds % 
of total assets) 

>45% 54.6% >45% 64.4% >45% 57.0% 

Positive working capital ratio at year 
end 

>1 1.4 >1 1.6 >1 1.5 

Cost of debt servicing/revenue <20% 0.3% <20% -0.5% <20% 0.7% 

Dividend/subvention payment $250k $250k $100k $350k $100k $110k 

 

We also continued our strong support of Wairoa community this year via $43,600 worth of sponsorship 

and support in kind to local events, teams, schools, and marae.  

 

Looking forward 

We continue to believe that there is no better risk management tool for uncertain times than a strong 

balance sheet, and QRS continues to take a prudent and cautious approach to capital and operational 

cash management.  

QRS is benefitting from the money being spent on local roading infrastructure improvements as a result 

of the Government’s Covid-19 stimulus package. Meanwhile the directors and I have challenged the 

leadership team to grow revenue in areas where the company has natural competencies and the ability 

to manage the associated risk.  
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With this in mind, and the role we play in the local community, QRS is now building a fit-for-purpose 

operations hub to unleash business efficiency and potential. The proposed new 750 square metre 

hub will provide a modern connected space for an additional 30 staff with central meeting and 

briefing rooms, human resource and finance workspaces offering privacy, and a storeroom. The 

new building has been budgeted to cost $4 million.  

The bold vision and sound associated business case supported by WDC meant the project 

attracted a $2 million low interest loan from the Government’s Provincial Growth Fund. QRS can 

now invest in its own people, ensuring their workspace is energetic and team-spirited, warm, 

inviting, and something we can all be proud of.  

 

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS 

There are no significant changes in company affairs since balance date.  

 

DIRECTORS 

In August 2019 Fenton Wilson was appointed as a director. On behalf of my fellow directors we 

welcome Fenton and thank him for his already significant contribution at the board table. His 

knowledge, networks and commercial acumen have greatly benefited the company.  

I would also like to take this opportunity to thank the other two board directors Tony Gray and 

David Proctor, the leadership team, all our staff, and finally our shareholder, for what has been an 

excellent result during such an extraordinary year. Ehara taku toa i te toa takitahi, engari he toa 

takitini. My strength is not mine alone, it is the strength of many. 

Quality Roading and Services continues to build on the transformational changes made several 

years ago and is in a strong position heading in to 2021.  

 

 

 

 

 

Guy Gaddum 

Quality Roading and Services board chairman.  

24 September 2020 
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INDEPENDENT AUDITOR’S REPORT

TO THE READERS OF QUALITY ROADING AND SERVICES (WAIROA) LIMITED’S FINANCIAL
STATEMENTS AND PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 2020

The Auditor-General is the auditor of Quality Roading and Services (Wairoa) Limited (the company). The
Auditor-General has appointed me, Stuart Mutch, using the staff and resources of Ernst & Young, to
carry out the audit of the financial statements and performance information of the company on his behalf.

Opinion
We have audited:

- the financial statements of the company on pages 13 to 16 and 18 to 30, that comprise the
statement of financial position as at 30 June 2020, the statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year ended on that date and
the notes to the financial statements that include accounting policies and other explanatory
information; and

- the performance information of the company on page 17.

In our opinion:

- the financial statements of the company on pages 13 to 16 and 18 to 30:

- present fairly, in all material respects:

- its financial position as at 30 June 2020; and

- its financial performance and cash flows for the year then ended; and

- comply with generally accepted accounting practice in New Zealand in accordance with
International Financial Reporting Standards Reduced Disclosure Regime; and

- the performance information of the company on page 17 presents fairly, in all material respects,
the company’s actual performance compared against the performance targets and other
measures by which performance was judged in relation to the company’s objectives for the year
ended 30 June 2020.

Our audit was completed on 28 September 2020. This is the date at which our opinion is expressed.

The basis for our opinion is explained below. In addition, we outline the responsibilities of the Board of
Directors and our responsibilities relating to the financial statements and the performance information, we
comment on other information, and we explain our independence.

Basis for our opinion
We carried out our audit in accordance with the Auditor-General’s Auditing Standards, which incorporate
the Professional and Ethical Standards and the International Standards on Auditing (New Zealand)
issued by the New Zealand Auditing and Assurance Standards Board. Our responsibilities under those
standards are further described in the Responsibilities of the auditor section of our report.

We have fulfilled our responsibilities in accordance with the Auditor-General’s Auditing Standards.

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

Emphasis of matter – Covid-19
Without modifying our opinion, we draw attention to the disclosures about the impact of Covid-19 on the
Company as set out in the ‘Impact of Covid-19’ section of page 18 of the financial statements.
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Responsibilities of the Board of Directors for the financial statements and the performance
information
The Board of Directors is responsible on behalf of the company for preparing financial statements that
are fairly presented and that comply with generally accepted accounting practice in New Zealand. The
Board of Directors is also responsible for preparing the performance information for the company.

The Board of Directors is responsible for such internal control as it determines is necessary to enable it
to prepare financial statements and performance information that are free from material misstatement,
whether due to fraud or error.

In preparing the financial statements and the performance information, the Board of Directors is
responsible on behalf of the company for assessing the company’s ability to continue as a going
concern. The Board of Directors is also responsible for disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting, unless the Board of Directors intends to
liquidate the company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors’ responsibilities arise from the Local Government Act 2002.

Responsibilities of the auditor for the audit of the financial statements and the performance
information
Our objectives are to obtain reasonable assurance about whether the financial statements and the
performance information, as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor’s report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit carried out in
accordance with the Auditor-General’s Auditing Standards will always detect a material misstatement
when it exists. Misstatements are differences or omissions of amounts or disclosures, and can arise from
fraud or error. Misstatements are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the decisions of readers, taken on the basis of these financial
statements and the performance information.

We did not evaluate the security and controls over the electronic publication of the financial statements
and the performance information.

As part of an audit in accordance with the Auditor-General’s Auditing Standards, we exercise
professional judgement and maintain professional scepticism throughout the audit. Also:

- We identify and assess the risks of material misstatement of the financial statements and the
performance information, whether due to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

- We obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the company’s internal control.

- We evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Board of Directors.

- We evaluate the appropriateness of the reported performance information within the company’s
framework for reporting its performance.

- We conclude on the appropriateness of the use of the going concern basis of accounting by the
Board of Directors and, based on the audit evidence obtained, whether a material uncertainty
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exists related to events or conditions that may cast significant doubt on the company’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor’s report to the related disclosures in the financial statements and
the performance information or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report.
However, future events or conditions may cause the company to cease to continue as a going
concern.

- We evaluate the overall presentation, structure and content of the financial statements and the
performance information, including the disclosures, and whether the financial statements and the
performance information represent the underlying transactions and events in a manner that
achieves fair presentation.

We communicate with the Board of Directors regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

Our responsibilities arise from the Public Audit Act 2001.

Other Information
The Board of Directors is responsible for the other information. The other information comprises the
information included on pages 3 to 10, but does not include the financial statements and the performance
information, and our auditor’s report thereon.

Our opinion on the financial statements and the performance information does not cover the other
information and we do not express any form of audit opinion or assurance conclusion thereon.

In connection with our audit of the financial statements and the performance information, our responsibility is
to read the other information. In doing so, we consider whether the other information is materially
inconsistent with the financial statements and the performance information or our knowledge obtained in the
audit, or otherwise appears to be materially misstated. If, based on our work, we conclude that there is a
material misstatement of this other information, we are required to report that fact. We have nothing to report
in this regard.

Independence
We are independent of the company in accordance with the independence requirements of the Auditor-
General’s Auditing Standards, which incorporate the independence requirements of Professional and Ethical
Standard 1: International Code of Ethics for Assurance Practitioners issued by the New Zealand Auditing
and Assurance Standards Board.

Other than the audit, we have no relationship with, or interests in, the company.

Stuart Mutch
Ernst and Young
Chartered Accountants
On behalf of the Auditor-General
Wellington, New Zealand
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