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Introduction

This Statement of Performance Expectations (SPE) for the Environmental
Protection Authority (EPA) sets out what we intend to do in 2020/21 to advance
our strategic goals.
However, it has been finalised in uncertain times. As the Government’s response
to COVID-19 develops, it may be necessary for the EPA to adjust its planned activities
for the coming year to focus on different priorities. If the intentions and undertakings
in this SPE are significantly altered as a result, the EPA may present an amended SPE,
under the Crown Entities Act 2004.
This SPE complements our Statement of Intent 2019–2023 (SOI)1, which sets out our
strategic intentions and is published on our website. Our SOI explains our strategic
goals – what the EPA aims to achieve for New Zealand. It signals a change of focus:
while processing applications and related work remains important, we are placing
more emphasis on compliance, monitoring and enforcement; and in strengthening
our engagement with communities and stakeholders.
Related to our strategic goals are our work priorities. The SOI has associated
measures to track our performance over the three years from 2019. The SPE
sets targets against those measures for 2020/21. Our annual reports will record
progress against those measures.
Section 01 sets out our appropriations, measures and related targets.
We operate under three appropriations:
•

EPA functions

•

Emissions Trading Scheme (ETS)

•

Capital expenditure – New Zealand Emissions Trading Register (the Register).

For each appropriation, the SPE describes what we aim to achieve and how
performance will be assessed against our three functions – compliance, monitoring
and enforcement (CME); engagement; and operations. It also lists the detailed
targets to assess our performance for 2020/21.
It is forecast that Crown funding will be provided for capital expenditure to deliver
operational and technical changes to the Register in the years 2020/21 and 2021/22.

1

https://www.epa.govt.nz/assets/RecordsAPI/e98e137ccc/
EPA-Statement-of-Intent-2019-to-2023.pdf
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We acknowledge the guidance in Minister Robertson’s Enduring Letter of
Expectations and in particular supporting future-focussed Māori Crown relations,
contributing to wellbeing, and contributing to Public Service reform. Similarly, with
the Letter of Expectations from Minister Parker and Minister Sage. As we take the
effects of COVID-19 into account and exercise discretion, we will adopt a flexible
approach across all of our business functions, and we shall be reporting on other
relevant issues accordingly. Similarly, our forecast for 2020/21 is provisional,
taking into account the current COVID-19 crisis.
Section 02 outlines our prospective financial statements.
As a proactive regulator, we adopt a risk and evidence-based approach to our
CME programme. We work actively on the issues of today, and think ahead to
identify the key environmental issues.

Julie Hardaker
Chairperson
11 June 2020

Tipene Wilson
Deputy Chairperson
11 June 2020
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Our
appropriations
and
performance
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How our functions
contribute to our long-term
strategic goals
The EPA has three appropriations:
•

EPA functions

•

Emissions Trading Scheme

•

Capital expenditure for the Register.

The EPA delivers these three appropriations through our three functional areas:
•

compliance, monitoring and enforcement

•

engagement

•

operations.

Our SOI defines our three strategic goals:
•

protecting people and the environment

•

delivering the right decisions

•

strengthening trust in the EPA.

The EPA’s activities are defined in seven environment acts:
•

Climate Change Response Act 2002 (CCRA)

•

Environmental Protection Authority Act 2011 (EPA Act)

•

Exclusive Economic Zone and Continental Shelf (Environmental Effects)
Act 2012 (EEZ Act)

•

Hazardous Substances and New Organisms Act 1996 (HSNO Act)

•

Imports and Exports (Restrictions) Act 1988

•

Ozone Layer Protection Act 1996 (OLPA)

•

Resource Management Act 1991 (RMA).
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The table below shows how our three functional areas relate to our three
appropriations and strategic goals, through the major activities that we undertake:

Engagement

Compliance, monitoring
and enforcement

Function

Protecting
people and the
environment

Major activities

Delivering
the right
decisions

Strengthening
trust in
the EPA

Promoting compliance through education, including
interventions and guidance material
Assisting councils to improve transparency, consistency,
and effectiveness of enforcement action
Monitoring compliance with legislation, approvals, permits,
and consents in accordance with EPA powers and functions
Non-compliance is assessed on a risk basis and action
taken in accordance with that assessment and CME
processes and timeframes, taking enforcement
action where appropriate to the circumstances
–

Promoting compliance among non-forestry participants
Providing a hazardous substances awareness
and educational work programme

–

Raising public awareness of the requirements of the EEZ Act
Māori and iwi engagement

–

International engagement
Contributing to science and regulatory leadership
Responding to enquiries and Official Information Act requests

–

–

Ministerial servicing

–

–
–

Operations

Providing information and reporting on New Zealand’s
international obligations, and the trading of units
Assessing and deciding applications under
the HSNO Act and the EEZ Act
Undertaking hazardous substance reassessments
Reviewing and issuing EPA notices
Deciding import or export permits for ozone-depleting substances
Deciding applications for import, export
and transit of hazardous waste
Managing proposals of national significance
Contributing to international environmental agreements

–

Fulfilling New Zealand’s international environmental obligations

–

Administering the ETS

–

Administering and maintaining the Register

–

–

Deciding on, and actions to support, activity
registration, administration of non-forestry
allocation, entitlements, and obligations
–

Implementing operational and technical changes to the
Register required under the Climate Change Response
(Emissions Trading Reform) Amendment Bill

EPA functions
ETS
Capital expenditure – the Register

–

Major/primary contribution
Minor/secondary contribution
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Statement of
appropriations
2020/21
The EPA has two primary streams of operating revenue: Crown funding, and funding
from charges and fees. Crown funding is provided through two appropriations in
Vote Environment, as displayed in Table 1 below. Also included in the appropriation of
EPA functions is Crown funding that is provided for one-off expenditure related to the
development of the hazardous substances (HS) database and adoption of the United
Nations Globally Harmonised System of Classification and Labelling of Chemicals
(GHS). These projects span the 2019/20 and 2020/21 financial years. For 2020/21, the
Crown funding for operating expenditure will be $1.73 million (2019/20: $1.72 million).
The EPA functions appropriation was previously split in two separate appropriations,
EPA Decision-making functions, and EPA Monitoring and Enforcement functions.
From 2020/21, these have been merged into a single appropriation, in line with the
Government’s policy to merge small appropriations under $10 million. The ETS
appropriation has not been merged, as this separate appropriation is under the
responsibility of the Minister for Climate Change.
It is forecast that Crown funding will also be provided, through a third appropriation,
for the financial years of 2020/21 and 2021/22, to allow for capital expenditure
in delivering operational and technical changes to the Register, which will in turn
enable the implementation of changes to the ETS settings as required by the
Climate Change Response (Emissions Trading Reform) Amendment Bill.
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Table 1: Total Crown funding (GST exclusive)
Estimated
actual
2019/20

Forecast
2020/21

20,975*

21,885

6,392

6,392

27,367

28,277

Capital funding for the Register

–

1,509

Crown funding for capital expenditure

–

1,509

27,367

29,786

In thousands of NZD
1.

EPA functions

2.

ETS

Crown funding for operating expenses
3.

TOTAL CROWN FUNDING

* Previously reported as Decision-making functions (2019/20 estimated actual: $13,073,000)
and Monitoring and Enforcement functions (2019/20 estimated actual: $7,902,000)
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Forecast statement
of expenditure and
funding sources
Table 2(a) below shows total forecast expenditure by appropriation class, and how
the EPA anticipates the total expenses to be funded by the Crown, by fee-generating
activities, and by other revenue. Other revenue is substantially comprised of interest
income on term deposits. Table 2(b) below shows total forecast revenue and
expenditure differentiated by operational activity, which is forecasting a surplus,
and the programme of work, which is forecasting a deficit. This leaves an overall net
deficit which is to be funded by accumulated reserves. Our provisional forecast may
be further impacted by the evolving COVID-19 situation.
Table 2(a): Appropriations – expenses balanced against revenue
Appropriation
In thousands of NZD

Total
expenses

Crown
funding

Revenue
fees

EPA functions

26,142

21,885

2,794

90

(1,373)

ETS

6,535

6,392

–

30

(113)

Capital expenditure –
the Register

1,509

1,509

–

–

–

34,186

29,786

2,794

120

(1,486)

TOTAL

Revenue Net surplus/
other
(deficit)*

* Net deficit will be funded from accumulated reserves
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Table 2(b): Summary statement of revenue and expenditure
Forecast
2020/21

In thousands of NZD
Operational revenue – Crown funding and other

29,461

Operational expenses

28,198

Operational net surplus

1,263

Programme of work – Crown funding

1,730

Programme of work – Expenses

4,479

Programme of work net deficit*

(2,749)

NET DEFICIT*

(1,486)

* Net deficit will be funded from accumulated reserves

In response to the uncertain and evolving situation with COVID-19, the EPA has taken
a conservative approach and prepared a provisional forecast with an operational
net surplus of $1.263 million for the 2020/21 financial year. Priority has been given
to ensuring that the EPA’s core statutory functions and key strategic objectives are
adequately funded and supported.
The EPA’s programme of work includes multi-year projects that relate to a variety
of systems and business improvement initiatives that are not funded separately by
the Crown. Generally, these projects will be financed from the EPA’s accumulated
reserves. The exceptions to this are the costs of the development of the hazardous
substance database, and the implementation of the GHS, for which one-off Crown
funding has been provided over two years, in 2019/20 and 2020/21.
Major projects that deliver continuous systems improvements and business
efficiencies have been identified, and the cloud-based nature of most of these system
solutions requires the costs of implementations to be fully expensed. This results in
a ‘net deficit’ position for each of our appropriation classes, and in our statement of
comprehensive revenue and expenses.
The EPA has also reduced its annual programme of work for the 2020/21 year in
response to COVID-19, by limiting projects to ones that are essential to the delivery
of the EPA’s statutory responsibilities and its major strategic intentions in the short
to medium term. The EPA is provisionally forecasting an overall net deficit of $2.749
million for its programme of work.
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Therefore, the overall net deficit for the 2020/21 year is provisionally forecast to be
$1.486 million, which will be funded from accumulated reserves. This is consistent with
the deficit operating model adopted in recent years. It may be necessary for the EPA to
adjust its provisional forecast and to present an amended SPE, if the planned activities
for the coming year are changed due to further developments with the Government’s
response to COVID-19 or the need arises to focus on different or additional priorities.
The EPA’s accumulated reserves have been gradually used, and what remains is
modest. We will continue to be prudent in our approach to spending, and will carefully
monitor our accumulated reserves position to ensure financial sustainability, especially
in light of the uncertainties resulting from the impacts of COVID-19.
In terms of third-party funding sources, the following legislation, under which the EPA
has functions, powers and duties, gives the authority for charges and fees for certain
regulatory services provided by the EPA:
•

CCRA

•

EEZ Act

•

HSNO Act

•

Imports and Exports (Asbestos-containing Products) Prohibition Order 2016

•

RMA.
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Our appropriations and
performance measures

Appropriation: Environmental Protection Authority
functions
Table 3: Revenue and expenses EPA functions
Estimated
actual 2019/20

Forecast
2020/21

Change

20,975

21,885

910

2,359

2,884

525

Expenses

25,933

26,142

(209)

NET DEFICIT*

(2,599)

(1,373)

1,226

In thousands of NZD
Revenue Crown
Revenue other

* Net deficit will be funded from accumulated reserves

This appropriation supports the EPA’s functions related to decision making;
compliance, monitoring and enforcement; engagement; and international work.
The appropriation is intended to achieve effective, efficient and transparent delivery
of the EPA’s functions and duties under the EEZ Act, the HSNO Act, the Imports and
Exports (Restrictions) Act, the OLPA, and the RMA.
Our work aims to:
•

protect the environment, and the health and safety of people and communities,
by preventing or mitigating the adverse effects of hazardous substances
and new organisms

•

promote the sustainable management of natural and physical resources,
with respect to proposals of national significance

•

promote the sustainable management of natural resources in New Zealand’s
EEZ and the continental shelf
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•

protect the environment from pollution by regulating or prohibiting the discharge
of harmful substances and the dumping or incineration of waste or other matter
in relation to the EEZ, the continental shelf, and the waters above the continental
shelf beyond the outer limits of the EEZ

•

fulfil New Zealand’s international obligations regarding the import, export,
and use of ozone-depleting substances and the trans-boundary movement
of hazardous waste of international concern.

Forecast 2020/21 reflects an increase in annual Crown funding, which is to enable
the EPA to enhance its chemical reassessment programme. In order to build long-term
capability and capacity, approximately $700,000 of this additional funding will be
spent on increasing specialist personnel in the reassessments team.
Our activities are grouped under our three functional areas:
Compliance, monitoring and enforcement
•

monitoring and enforcing compliance with legislation, approvals, permits
and consents in accordance with EPA powers and functions

•

non-compliance is assessed on a risk basis and action taken in accordance
with that assessment and CME processes and timeframes, taking enforcement
action where appropriate to the circumstances

•

promoting compliance through education, including interventions
and guidance material

•

assisting councils to improve transparency, consistency, and effectiveness
of enforcement action

•

developing enforcement systems and processes to enable the EPA to
undertake functions under the RMA, once amended to provide the EPA
with enforcement powers

•

contributing to the development of memorandums of understanding with other
regulatory agencies to enable our CME unit to carry out everyday operations.
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Engagement
•

promoting awareness of the adverse effects of hazardous substances
on the environment or people, including providing a community engagement
Safer Homes programme

•

exploring new opportunities for monitoring, protecting and connecting people
to the local environment through the Open Waters Aotearoa, Wai tūwhera o te
Taiao eDNA programme

•

raising public awareness of the requirements of the EEZ Act

•

engaging with iwi and Māori to recognise their unique relationship
to the environment in our decision making

•

contributing to New Zealand’s involvement in international agreements
and protocols relating to areas of regulation that the EPA is responsible for

•

contributing to science and regulatory leadership

•

responding to enquiries and Official Information Act requests

•

ministerial servicing.

Operations
•

assessing and deciding applications for hazardous substances and new organisms

•

assessing and deciding applications for marine consents and rulings in the EEZ,
including decisions on dumping and discharge activities subject to marine consent

•

assessing applications for permitted activities in the EEZ

•

deciding whether there are grounds for reassessment of a substance or organism
and undertaking reassessments

•

reviewing and issuing EPA Notices

•

deciding import or export permits for ozone-depleting substances in
accordance with New Zealand’s international obligations

•

deciding applications for import, export and transit of hazardous waste,
in accordance with New Zealand’s international obligations regarding
the trans-boundary movement of hazardous waste of concern

•

managing the process for applications that are considered to be of national
significance, and other national level decision-making processes, including water
conservation orders

•

increasing efficiencies through our programme of work, to deliver system
and business process improvements, such as better ways of managing
information, reducing the cost and effort of processing, and initiatives to
improve engagement with customers.
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How we will know we’re succeeding
Our performance measures and targets track delivery of our strategic objectives
as defined in our SOI. The measures focus on the strategic shifts we aim to make.
We measure how we are tracking through our yearly SPE targets. These are broken
down into our three functional areas: CME, engagement, and operations.
Engagement measures and targets that are listed under the EPA functions
appropriation and which also apply to ETS will be taken into account when
analysing performance.
Compliance, monitoring and enforcement
Performance measures

2020/21 target

Improving environmental,
safety and health
outcomes through
proactive CME

Publish the CME work programme on the EPA website
by 31 August 2020
Develop and deliver the annual CME work programme,
with milestones based on an assessment of risk to
people and/or the environment, by 30 June 2021
covering:
•

Hazardous substances

•

EEZ

•

OLPA

•

RMA

The RMA enforcement unit’s systems and processes are
established to undertake all functions under the RMA
when amendments have been enacted providing the
EPA with enforcement powers
Report on the EPA’s CME activities each quarter
outlining significant compliance breaches
and enforcement action
All investigations are completed, and enforcement
decisions made of the risk-assessed incidents chosen to
pursue, within the statutory timeframes
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Engagement
Performance measures

2020/21 target

New Zealanders trust
the EPA

Achieve a similar or an increasing trend in trust and
confidence in the Public Sector Trust and Confidence
Survey
Establish a baseline score for assessing customer needs
using our bespoke reporting framework
Using the framework, track customers’ experiences
with our services and put actions in place to improve or
respond to their feedback
All Official Information Act requests (specific to the
EPA) are completed within statutory timeframes and
published on the EPA website within 10 working days of
release to the requester

New Zealanders know
about the EPA, what we
are doing, and why

Increase the trend, with a 5% target, in the volume of
total visitors to the EPA’s website compared to 2019/20
Publish a minimum of 25 new items in the “Latest
News” section of our website, and have named EPA
spokespeople quoted in 12 news stories published by
news media outlets
Develop, publish and deliver a community engagement
work programme

Māori perspectives,
including mātauranga
Māori, are woven into EPA
decisions, policies, and
processes

A sample of decisions, policies, and processes
selected by an independent auditor has identified that
relevant Māori perspectives, including mātauranga
Māori where available, have been taken into account
in decision making
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Performance measures

2020/21 target

The EPA contributes to
science and regulatory
leadership in New Zealand
and internationally

Actively seek opportunities to demonstrate technical
and science leadership expertise by contributing to at
least 50 science, technical, or specialist conferences,
workshops, committees associated with national and/or
international agreements, or similar events
Contribute at least 10 articles to externally published
science, technical, or specialist journals or publications,
including providing input into research priorities
Regulatory advice to Ministers and government
agencies is delivered within requested timelines
EPA’s advice regarding its rule making function under
the HSNO Act meets Treasury and Department of Prime
Minister and Cabinet guidelines

Operations
Performance measures

2020/21 target

The risks to
New Zealanders and the
environment associated
with the use of chemicals
have reduced

Achieve milestones in the EPA’s chemical reassessment
programme through its live priority chemical list and
emerging issues work-stream
Deliver the hazardous substances database project
Implement the GHS project
Deliver a targeted educational programme on safety
around chemicals, with a particular focus on high-risk
communities

Exclusive Economic
Zone (EEZ) decisions are
transparent

Increase transparency by pro-actively publishing EEZ
applications, decisions and related decision-making
documents, in accordance with EPA policy, on the EPA
website
Increase the number of EPA-published position
statements on key aspects of EEZ decision-making
processes
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Performance measures

2020/21 target

No approved organisms
have had unanticipated
negative side effects, for
example, have become
pests or weeds

No new organism that has been approved over the past
five years has been reported as having, or potentially
having, unanticipated adverse effects

Hazardous substances,
new organisms, EEZ,
OLPA, and Imports and
Exports (Restrictions) Act:

A sample of decisions selected by an independent
auditor are assessed as effective or better for:

•

•

decision-making
processes are
documented
there is no adverse
judicial comment on
EPA processes

Hazardous substances,
new organisms, EEZ,
OLPA, and Imports and
Exports (Restrictions)
Act: decisions meet
statutory obligations and
timeframes

a.

Hazardous substances (HSNO Act)

b.

New organisms (HSNO Act)

c.

EEZ Act

d.

OLPA

e.

Imports and Exports (Restrictions) Act

All decisions meet statutory obligations and applicable
timeframes for:
a.

Hazardous substances (HSNO Act)

b.

New organisms (HSNO Act)

c.

EEZ Act

d.

OLPA

e.

Imports and Exports (Restrictions) Act

Proposals of national
significance, water
conservation orders,
and EEZ marine consent
applications considered
by a Board of Inquiry or
Special Tribunal:

A sample of applications considered by a Board of
Inquiry or Special Tribunal selected by an independent
auditor are assessed in relation to EPA processes as
effective or better for:

•

EPA processes to
support decision
making are
documented

•

there is no adverse
judicial comment on
EPA processes

a.

Proposals of national significance

b.

Water conservation orders

c.

EEZ marine consents
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Performance measures

2020/21 target

Proposals of national
significance, water
conservation orders,
and EEZ marine consent
applications considered
by a Board of Inquiry or
Special Tribunal:

All applications considered by a Board of Inquiry
or Special Tribunal meet statutory obligations and
timeframes for which the EPA is responsible:
a.

Proposals of national significance

b.

Water conservation orders

c.

EEZ marine consents

EPA’s statutory obligations
and timeframes are met

Appropriation: Emissions Trading Scheme
Table 4: Revenue and expenses ETS
In thousands of NZD

Estimated
actual 2019/20

Forecast
2020/21

Change

6,392

6,392

–

70

30

(40)

6,483

6,535

(52)

(21)

(113)

(92)

Revenue Crown
Revenue other
Expenses
NET DEFICIT*
* Net deficit will be funded from accumulated reserves

This appropriation aims to achieve the efficient and effective administration of the
ETS and the operation of the Register to ensure that the allocation and trading of
emission units are recorded accurately and in a timely manner. Account holders and
participants use the Register to meet ETS obligations, receive units from the Crown,
and transact within the domestic carbon market. These activities allow the ETS and
carbon market to operate.
Our role enables participants to meet statutory requirements under the CCRA. We
do this by making decisions on the eligibility of account holders and participants, and
ensure compliance with the rules relating to participation and administration of the
ETS. We are responsible for the maintenance, security, and integrity of the Register.
We work with the other administrative partners (Ministry for the Environment, Ministry
for Primary Industries, New Zealand Transport Agency, and New Zealand Customs
Service) to operate the ETS and the synthetic greenhouse gas provisions of the CCRA.
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Our activities are grouped under our three functional areas.
Compliance, monitoring and enforcement
•

monitoring compliance with legislation in accordance with EPA powers and
functions

•

non-compliance (including late surrenders and repayments, and those related
to synthetic greenhouse gas levies) is assessed on a risk basis and action taken
in accordance with that assessment and CME processes and timeframes, taking
enforcement action where appropriate to the circumstances

•

promoting compliance amongst non-forestry participants.

Engagement
•

contributing to New Zealand’s involvement in international agreements and
protocols relating to areas of regulation for which the EPA is responsible

•

responding to enquiries and Official Information Act requests

•

ministerial servicing

•

providing information and reporting on New Zealand’s international obligations,
and the trading of units.

Operations
•

keeping a list of persons who carry out activities and a list of persons who register
as participants in the ETS

•

deciding on, and actions to support, activity registration, administration of
non-forestry allocation, entitlements, and obligations.
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How we will know we’re succeeding
Listed below are our performance measures and targets broken down into our
three functional areas: compliance, monitoring and enforcement; engagement;
and operations.
Compliance, monitoring and enforcement
Performance measures

2020/21 target

Improving environmental,
safety, and health
outcomes through
proactive CME

Publish the CME work programme on the EPA
website by 31 August 2020
Develop and deliver a CME work programme, covering
ETS and synthetic greenhouse gas levy responsibilities
by 30 June 2021

Engagement
Performance measures

2020/21 target

New Zealanders trust
the EPA

ETS market data is published on the EPA website
within two business days at the start of each month
90% of the time

Operations
Performance measures

2020/21 target

The EPA’s ETS work
is helping New
Zealand’s transition to a
low-emissions economy

98% of participant registrations and deregistration
applications are accurately recorded in the Register
within two business days of receipt of a properly
completed application
99.5% availability of the Register to customers,
excluding planned or other outage times allowed by the
hosting contract

The Register is run
in accordance with
legislation, efficiently and
effectively, and is secure

No intrusion attempts on the Register were successful
The EPA successfully completes at least one disaster
recovery test annually
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Appropriation: Capital expenditure – New Zealand
Emissions Trading Register
Table 5: Revenue
In thousands of NZD

Estimated
actual 2019/20

Forecast
2020/21

Change

–

1,509

1,509

Crown funding – Capital expenditure

This expected appropriation of $1.509 million in 2020/21 and $0.391 million
in 2021/22 is to fund the operational and technical upgrades to the Register,
to enable implementation of changes to the ETS settings. The changes to the ETS
settings are required by the Climate Change Response (Emissions Trading Reform)
Amendment Bill.

How we will know we’re succeeding
Operations
Performance measures

2020/21 target

The Register is run
in accordance with
legislation, efficiently and
effectively, and is secure

Implement operational and technical changes to the
Register to enable implementation of changes to
the ETS settings, as required by the Climate Change
Response (Emissions Trading Reform) Amendment Bill
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Our financials

02
Statement of Performance Expectations 2020/21 | 26

Prospective financial
statements

Prospective statement of comprehensive
revenue and expenses
Notes

Estimated
actual 2019/20

Forecast
2020/21

Revenue Crown

5

27,367

28,277

Interest income

5

211

120

Other revenue

5

2,218

2,794

29,796

31,191

18,754

18,818

1,254

1,330

Other expenses

12,408

12,529

Total expenses

32,416

32,677

Net deficit for the year**

(2,620)

(1,486)

TOTAL COMPREHENSIVE REVENUE AND EXPENSES

(2,620)

(1,486)

In thousands of NZD
Revenue

Total revenue

Expenses
Personnel costs*
Depreciation and amortisation expenses

6

* The increase in Personnel costs includes the investment of $700,000 in staffing, made possible by the
additional annual Crown funding to enhance the chemical reassessment programme.
**Net deficit for 2020/21 includes operational surplus of $1.263 million and net spend on the programme
of work of ($2.749 million)
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Prospective statement of financial position
Notes

Estimated
actual 2019/20

Forecast
2020/21

Cash and cash equivalents

11

2,456

2,695

Debtors and other receivables

7

307

391

140

140

4,500

4,000

7,403

7,226

In thousands of NZD
Assets
Current assets

Prepayments
Short-term deposits

11

Total current assets

Non-current assets
Property, plant and equipment

6

787

667

Intangible assets

6

3,690

4,329

4,477

4,996

11,880

12,222

Total non-current assets
Total assets

Liabilities
Current liabilities
Creditors and other payables

8

1,637

2,213

Employee entitlements

9

1,120

931

12

70

–

2,827

3,144

Lease incentives
Total current liabilities
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Notes

Estimated
actual 2019/20

Forecast
2020/21

9

150

152

150

152

Total liabilities

2,977

3,296

NET ASSETS

8,903

8,926

8,903

8,926

8,903

8,926

In thousands of NZD
Non-current liabilities
Employee entitlements
Total non-current liabilities

Equity
General funds
TOTAL EQUITY

10
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Prospective statement of changes in equity
In thousands of NZD
Balance at 1 July
Net deficit for the year
Crown funding – Capital
BALANCE AT 30 JUNE

Estimated
actual 2019/20

Forecast
2020/21

11,523

8,903

(2,620)

(1,486)

–

1,509

8,903

8,926

Statement of Performance Expectations 2020/21 | 30

Prospective statement of cash flows
Estimated
actual 2019/20

Forecast
2020/21

27,367

28,277

221

141

2,191

2,689

Payments to suppliers

(12,691)

(12,062)

Payments to employees

(18,625)

(19,005)

55

58

(1,482)

98

Net receipts from maturity of term deposits

1,500

500

Purchase of property, plant, and equipment

(411)

(319)

–

(1,549)

1,089

(1,368)

Receipts from Crown – Capital funding

–

1,509

Net cash flows from financing activities

–

1,509

Net increase/(decrease) in cash held

(393)

239

Cash and cash equivalents at the beginning
of the year

2,849

2,456

CASH AND CASH EQUIVALENTS AT END OF YEAR

2,456

2,695

In thousands of NZD
Cash flows from operating activities
Receipts from Crown
Interest received
Receipts from other revenue

Goods and services tax (net)
Net cash flows from operating activities

Cash flows from investing activities

Purchase of intangible assets
Net cash flows from investing activities

Cash flows from financing activities
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Notes to the prospective
financial statements

1.	Reporting entity
The EPA is a Crown Agent as defined by the CEA and is domiciled and operates in
New Zealand. The EPA was established under the EPA Act 2011. The EPA’s ultimate
parent is the New Zealand Crown (Crown).
The EPA has responsibility for regulatory functions concerning New Zealand’s
environmental management. These include national consenting under the RMA;
management of the ETS and the Register; regulation of hazardous substances, new
organisms, ozone-depleting substances, and hazardous waste exports and imports;
assessment of environmental effects in Antarctica; and managing the environmental
effects of activities in the EEZ and Continental Shelf.
The EPA has designated itself as a public benefit entity (PBE) for financial
reporting purposes.
These prospective financial statements (the financial statements) of the EPA are for
the year 1 July 2020 to 30 June 2021 and were authorised for issue by the Board
on 11 June 2020.

2.	Basis of preparation
The financial statements have been prepared on a going concern basis.
Statement of compliance
The financial statements have been prepared in accordance with the requirements
of the CEA and with New Zealand Generally Accepted Accounting Practice
(NZ GAAP). They comply with the PBE Accounting Standards as appropriate
for Tier 1 Public Sector PBEs.
Preparation under PBE FRS-42
These financial statements are prepared using the PBE FRS-42 Prospective
Financial Statements.
Functional and presentation currency
The financial statements are presented in New Zealand Dollars (NZD) and all
amounts have been rounded to the nearest thousand, unless otherwise indicated.
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3.	Summary of significant accounting policies
There have been no changes to accounting policies, and the accounting policies
set out below have been applied consistently to all periods presented in these
financial statements.
a)

Impairment of non-financial assets

The EPA classifies its property, plant and equipment and intangible assets as non-cash
generating assets because the primary objective for the use of these assets is not to
realise a commercial return.
The EPA assesses at each reporting date whether there is an indication that
a non-cash-generating asset may be impaired. If any indication exists, or when
annual impairment testing for an asset is required, the EPA estimates the asset’s
recoverable service amount. An asset’s recoverable service amount is the higher
of the non-cash generating asset’s fair value less costs to sell and its value in use.
In determining fair value less costs to sell, the EPA may engage an independent valuer,
or it may assess market value based on the best available information. The assessment
of value is determined based on valuation techniques that are appropriate for the asset.
Value in use is the present value of an asset’s remaining service potential.
It is determined using an approach based on either a depreciated replacement
cost approach, a restoration cost approach, or a service units approach. The most
appropriate approach used to measure value in use depends on the nature of the
impairment and availability of information. If an asset’s carrying amount exceeds
its recoverable service amount, the asset is regarded as impaired and the carrying
amount is written down to the recoverable amount. The total impairment loss or its
reversal is recognised in the surplus or deficit.
b)

Goods and services tax (GST)

Items in the financial statements are presented exclusive of GST, except for
receivables and payables, which are stated on a GST-inclusive basis. Where GST is not
recoverable as input tax, it is recognised as part of the related asset or expense. The
net amount of GST recoverable from, or payable to, Inland Revenue (IR) is included as
part of receivables or payables in the statement of financial position. The net GST paid
to or received from IR, including the GST relating to investing and financing activities,
is classified as an operating cash flow in the statement of cash flows.
c)

Income tax

The EPA is a public authority and is therefore exempt from the payment of income tax.
Accordingly, no provision has been made in these financial statements for income tax.
d)

Standard early adopted

In line with the Financial Statements of the Government, the EPA has elected to early
adopt PBE IFRS 9 Financial Instruments, which has replaced PBE IPSAS 29 Financial
Instruments: Recognition and Measurement. Financial assets which were previously
classified as “loans and receivables” under PBE IPSAS 29 were changed to the
classification of “financial assets at amortised cost” under the new standard.
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The accounting policy relating to the impairment of receivables was changed from the
“incurred credit loss model” to the “expected credit loss model”. However, there were
no financial impacts resulting from this change in accounting policy. There were no
further impacts on these financial statements from the early adoption of PBE IFRS 9.
e)

Standards issued and not yet effective, and not early adopted

The following new or amended standards have been issued, but not yet effective as
at reporting date. The EPA has not assessed the effects of these changes, but does
not expect the changes to result in any significant impacts on these financial
statements. The EPA intends to adopt the new and amended standards when
they become effective:
•

Amendment to PBE IPSAS 2 Statement of Cash Flows, effective for reporting
periods beginning on or after 1 January 2021

•

PBE IPSAS 41 Financial Instruments, effective for reporting periods beginning on
or after 1 January 2022

•

Amendment to PBE FRS 42 Prospective Financial Statements, effective for
reporting periods beginning on or after 1 January 2021

•

PBE FRS 48 Service Performance Reporting, effective for reporting periods
beginning on or after 1 January 2021.

4.	Use of critical judgements and estimates
In preparing these prospective financial statements, management has made
judgements, estimates and assumptions that affect the application of the EPA’s
accounting policies and the reported amounts of assets, liabilities, revenue and
expenses. Actual financial results achieved for the period covered are likely to vary
from the information presented, and variations may be material. Estimates and
underlying assumptions are reviewed on an ongoing basis. Revision to estimates
are recognised prospectively. None of the judgements, estimates and assumptions
are considered critical for these financial statements.

5.	Revenue accounting policies
Revenue from exchange and non-exchange transactions
Revenue from exchange transactions are transactions in which the EPA receives cash,
and directly gives approximately equal value, normally in the form of services, to
another entity in exchange. Revenue from non-exchange transactions are those where
the EPA receives cash from another entity without directly exchanging approximately
equal value. The EPA’s significant items of revenue are as follows:
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a)

Provision of services

Services provided to third parties under the HSNO Act in accordance with the EPA’s
published fees and charges schedule, are treated as non-exchange transactions, as
the fees and charges do not reflect the actual cost of producing the services. Services
provided to third parties on commercial or full cost-recovery terms e.g. in relation to
the RMA and the EEZ Act, are treated as exchange transactions. Revenue from the
provision of services are recognised by reference to their stage of completion.
b)

Funding from the Crown

The EPA is primarily funded by the Crown. This funding is restricted in its use for
the purpose of the EPA meeting the objectives specified in its founding legislation
and the scope of the relevant Crown Appropriations. The EPA considers there are
no conditions attached to the funding and it is recognised as revenue at the point of
entitlement. This is considered to be the start of the appropriation period to which
the funding relates. The fair value of revenue from the Crown has been determined
to be equivalent to the amounts due in the funding arrangements.
c)

Interest revenue

Interest revenue is recognised by accruing on a time proportion basis the interest
due for the short-term deposit.

6.	Property, plant and equipment, and intangible assets
accounting policies
All property, plant and equipment, and intangible assets are stated at cost less
accumulated depreciation or amortisation and impairment losses. Cost includes
expenditure that is directly attributable to the acquisition of the items. Where an asset
is acquired in a non-exchange transaction for nil or nominal consideration, the asset
is initially measured at its fair value. Subsequent expenditure is capitalised only if it is
probable that the future economic benefits associated with the expenditure will flow
to the EPA. All other repair and maintenance costs are recognised in surplus or deficit
as incurred. The costs of self-constructed assets are recognised as capital work in
progress until the assets are operating in the manner intended, at which time they are
transferred to property, plant and equipment, or intangible assets. Gains and losses on
disposals are reported net in surplus or deficit.
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Depreciation and amortisation are recognised in surplus or deficit and are calculated
to spread the cost of items of property, plant and equipment, and intangible assets less
their residual values using the straight-line method over their useful lives as follows:
Type of asset

Useful life

Computer hardware

3 – 4 years

Furniture, fixtures and office equipment

6 years

Leasehold improvements

6 – 9 years

Computer software

3 – 8 years

The assets’ residual values and useful lives are reviewed, and adjusted prospectively,
if appropriate, at the end of each reporting period. The majority of computer software
comprises the Register system.

7. Receivables accounting policies
Receivables are measured initially at fair value, and subsequently recorded at the
amount due, less an allowance for credit losses. The EPA applies the simplified
expected credit loss model of recognising lifetime expected credit losses for
receivables. In measuring expected credit losses, receivables are on a collective basis
as they possess shared credit risk characteristics. Receivables are written off when
there is no reasonable expectation of recovery. Indicators that there is no reasonable
expectation of recovery include the debtor being in liquidation.
Judgements – Provision for impairment of receivables
All receivables older than 30 days are considered to be past due. Management
assess any objective evidence of impairment of all overdue receivables as at
the reporting date.

8. Payables accounting policies
Payables are recorded at the amount payable.

9. Employee entitlements accounting policies
a)

Short-term employee entitlements

Short-term employee entitlements are expensed as the related service is provided.
A liability is recognised for the amount expected to be paid if the EPA has a present
legal or constructive obligation to pay this amount as a result of past service
provided by the employee and the obligation can be estimated reliably. Employee
entitlements are expected to be settled within 12 months of the balance date and
are measured based on accrued entitlements at current rates of pay. These include
salaries and wages accrued to balance date, and annual leave earned but not yet
taken at balance date.
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A liability and an expense for performance payments are recognised where there is a
contractual obligation or where there is a past practice that has created a constructive
obligation and a reliable estimate of the obligation can be made.
b)

Long-term employee entitlements

Employee entitlements that are due to be settled beyond 12 months after the end of
period in which the employee renders the related service, such as long-service leave,
have been calculated on an actuarial basis. The calculations are based on:
•

likely future entitlements accruing to staff, based on years of service, years
to entitlement, the likelihood that staff will reach the point of entitlement,
and contractual entitlements information

•

the present value of the estimated future cash flows.

The risk-free discount rates and salary inflation rate are published by the Treasury
for consolidation into the Government’s financial statements.
c)

Presentation of employee entitlements

Annual leave and vested long-service leave are classified as current liabilities.
Non-vested long-service leave expected to be settled within 12 months of balance
date are classified as current liabilities. All other employee entitlements are classified
as non-current liabilities.
d)

Defined contribution plans

The EPA’s contributions to defined benefit plans are expensed in surplus
or deficit as incurred.
Accounting estimates and assumptions – Measuring long-service leave obligations
The present value of the long-service and retirement leave obligations depend on
a number of factors that are determined on an actuarial basis. Two key assumptions
used in calculating this liability are the discount rates, and the salary inflation factor.
Any changes in these assumptions will affect the carrying amount of the liability.
Expected future payments are discounted using forward discount rates derived from
the yield curve of New Zealand Government bonds. The discount rates used have
maturities that match, as closely as possible, the estimated future cash outflows.
The salary inflation factor has been determined after considering historical salary
inflation patterns and after obtaining advice from the Treasury.
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10. Equity
Capital management
The EPA’s equity is its General Fund, represented by net assets. The EPA is subject
to the financial management and accountability provisions of the CEA, which
impose restrictions on borrowings, acquisition of securities, issuing guarantees and
indemnities, and the use of derivatives. The EPA manages its equity as a by-product
of prudently managing revenues, expenses, assets, liabilities, investments, and general
financial dealings, to ensure the EPA effectively achieves its objectives and purpose
while remaining a going concern. During the current accounting period, the EPA
has complied with the above externally imposed capital requirement.

11. Financial instruments and risk management
Financial instruments
•

Cash at bank comprises cash on hand and deposits held on call with banks

•

Short-term deposits comprise term deposits with banks with maturities greater
than three months

•

Payables exclude taxation liabilities owing to Inland Revenue (e.g. GST and PAYE).

12. Operating leases accounting policies
An operating lease is a lease that does not transfer substantially all the risks and
rewards incidental to ownership of an asset to the lessee. Lease payments under
an operating lease are recognised as an expense on a straight-line basis over the
lease term. Lease incentives received are recognised in the surplus or deficit as a
reduction of rental expense over the lease term.
Judgements – Determining lease classification
Determining whether a lease agreement is an operating or a finance lease requires
judgement as to whether the agreement transfers substantially all the risks and
rewards of ownership to the EPA. Judgement is required on various aspects that
include, but are not limited to, the fair value of the leased asset, the economic life
of the leased asset, whether or not to include renewal options in the lease term,
and determining an appropriate discount rate to calculate the present value of
the minimum lease payments. Classification as a finance lease means the asset is
recognised in the statement of financial position as property, plant and equipment,
whereas for an operating lease no such asset is recognised. All lease arrangements
have been assessed to be operating leases.
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