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3.1 Introduction

This section outlines Council’s financial position for the 2011/12 year. Firstly the information below shows the
impact of the measures Council has taken as it moves to a sustainable financial plan, and secondly, the information
shows the need to advance and/ or introduce major capital works to address the performance of its essential
infrastructure. The overall financial position remains positive, despite these challenges.

3.2 Cost of Service Statement for all Council

Activities
EAP LTP EAP Variance
2010711 2011/12 2011/12 to LTP
$000’s $000’s $000’s $000’s
Operating Income
(1,226) Community and Cultural Sustainability (1,233) (1,269) (36)
(4,496) Environmental Sustainability (1,908) (6,241) (4,333)
(6,793) Economic Sustainability (7,514) (6,914) 600
(12,515) Total Income (10,655) (14,424) (3,769)
Direct Operating Expenditure
6,585 Community and Cultural Sustainability 6,716 6,911 195
4,804 Environmental Sustainability 5,347 5,055 (292)
11,417 Economic Sustainability 12,766 11,190 (1,576)
22,806 Total Direct Expenditure 24,829 23,156 (1,673)
10,291 Net Operating Cost/ (Surplus) 14,174 8,732 (5,442)
Capital Expenditure
478 Community and Cultural Sustainability 667 594 (73)
6,191 Environmental Sustainability 1,168 7,589 6,421
6,530 Economic Sustainability 7,579 5,979 (1,600)
13,199 Total Capital Expenditure 9,414 14,162 4,748
23,490 Total Expenditure 23,588 22,894 (694)
Funded By
(6,388) Loans (2,750) (4,274) (1,524)
(2,651) Reserves (2,994) (3,131) (137)
(3,088) General Rates (2,890) (2,993) (103)
(3,013) UAGC (2,960) (2,999) (39)
(8,350) Service Charges (11,994) (9,497) 2,497
(23,490) Total Funding (23,588) (22,894) 694
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3.3 Prospective Statement of Financial
Position as at 30 June 2012

EAP LTP EAP
2010/11 2011712 2011/712
$000’s $000’s $000’s
Public Equity
200,791 Retained Earnings 202,320 197,482
2,475 Other Reserves 5,257 2,516
47,309 Revaluation Reserves 49,407 50,911
250,575 Total Public Equity 256,984 250,909
Current Assets
1,491 Cash and Cash Equivalents 1,461 794
1 Other Financial Assets 1 2
88 Inventories 87 31
3,809 Trade and Other Receivables 6,439 3,416
5,389 Total Current Assets 7,988 4,243
Current Liabilities
3,534 Trade and Other Payables 6,069 3,361
1,048 Current Portion of Borrowings 1,177 1,133
39 Provisions 14 54
0 Taxation Payable 0 0
363 Employee Entitlements 334 395
4,984 Total Current Liabilities 7,594 4,943
405 Net Working Capital 394 (700)
Non Current Assets
286,116 Property, plant and equipment 299,505 295,346
75 Forestry Assets 75 75
842 Investment Property 354 596
8,436 Other Financial Assets 9,038 34
163 Deferred Tax Assets 100 0
295,632 Total Non Current Assets 309,072 299,051
Non Current Liabilities
44,747 Borrowings 51,946 43,509
64 Employee Entitlements 64 69
651 Provisions 472 864
0 Derivative Financial Instruments 0 0
45,462 Total Non Current Liabilities 52,482 44,442
250,575 Net Assets 256,984 250,909
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3.4 Prospective Statement of Financial

Performance
EAP LTP EAP
2010/11 2011/12 2011712
$000’s $000’s $000’s
Revenue
8,433 Subsidies 6,207 10,462
5 Investment Income 433 16
14,662 Rates Revenue (including Rate Penalties) 18,066 15,764
3,864 Fees and Charges 3,788 3,674
9 Gains/Loss on Revaluation of Investment Properties 11 13
26,973 Total Revenue 28,505 29,929
Expenditure
2,957 Employee Benefit Expenses 2,997 2,968
4,120 Depreciation and Amortisation 4,888 4,528
3,392 Finance Costs 3,603 2,964
12,344 Other Expenditure 13,347 12,712
0 Impairment Losses 0 0
22,813 Total Expenditure 24,835 23,172
4,160 Surplus/(Deficit) Before Tax 3,670 6,757
0 Less Taxation Expense 0 0]
4,160 Net Surplus/ (Deficit) 3,670 6,757
Other Comprehensive Income
0 Gains/(Loss) on Revaluation of Investment Properties 0 0
4,160 Total Comprehensive Income for the Year 3,670 6,757
3.5 Prospective Statement of Recognised
Income and Expenses for the Year to
30 June 2012
EAP LTP EAP
2010711 2011712 2011712
$000’s $000’s $000’s
Operating Income
246,415 Balance at 1 July 253,314 244,152
0 Property, Plant and Equipment Gains 0 0
Financial Assets at Fair Value through equity valuation (losses)
taken to equity
0 Net Income Recognised Directly in Equity 0 (0]
4,160 Net Surplus/(Deficit) for the Year 3,670 6,757
4,160 Total Recognised Income for the year Ended 30 June 3,670 6,757
250,575 Balance at 30 June 256,984 250,909
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3.6

Prospective Cashflow Statement for the
Year Ended 30 June 2012

EAP LTP EAP
2010711 2011712 2011712
$000’s $000’s $000’s
Cash flow from Operating Activities
Cash provided from:
14,443 Rates Revenue Including Penalties 17,822 15,528
8,433 Subsidies and grants 6,207 10,462
311 Property Rentals 316 319
115 Petrol Tax 122 129
5 Interest from Investments 5 16
3,447 Other Revenue 3,350 3,239
0 Dividend and Subvention Receipts 428 0
26,754 Total 28,250 29,693
Cash applied to:
14,918 Payments to suppliers and employees 16,005 15,340
272 Elected members 227 235
3,392 Interest Paid on Borrowings 3,603 2,964
18,582 Total 19,835 18,539
8,172 Net cash flows from Operating Activities 8,415 11,154
Cash outflow from Investing Activities
Cash applied to:
13,384 Purchase and development of property, plant and equipment 9,548 14,595
13,384 Net cash inflow from Investing Activities 9,548 14,595
Cash flow from Financing Activities
Cash provided from:
6,387 Proceeds from borrowings 2,750 4,274
Cash applied to:
1,048 Repayment of borrowings 1,177 1,133
5,339 Net cash flow Financing Activities 1,573 3,141
127 Net Increase/(Decrease) in cash 441 (300)
1,364 Cash at start of period 1,020 1,094
1,491 Balance of cash at end of year 1,461 794
1,491 Cash and cash equivalents 1,461 794
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3.7 Prospective Statement of Reserve

Movements
EAP LTP EAP
2010/11 2011712 2011712
$000’s $000’s $000’s
4,000 Balance 1 July 12,316 2,683
217 Transfer to/from Reserves 582 (171)
4,217 Total Other Reserves 12,898 2,512
3.8 Prospective Statement of Public Debt
EAP LTP EAP
2010/11 2011712 2011712
$000’s $000’s $000’s
40,456 Balance 1 July 51,553 41,501
6,387 Loans Raised 2,750 4,274
(1,048) Loans Repaid (1,180) (1,133)
45,795 Balance 30 June 53,123 44,642
3.9 Reconciliation of Summary Cost of
Service Statement to Prospective
Statement of Financial Performance
EAP LTP EAP
2010/11 2011712 2011712
$000’s $000’s $000’s
From Summary Cost of Service Statement
10,291 Net Operating Cost/Surplus 14,174 8,732
Plus Rates Revenue
(3,088) General Rates (2,890) (2,993)
(3,013) UAGC (2,960) (2,999)
(8,350) Targeted Rates (11,994) (9,497)
(4,160) Net (Surplus)/Deficit (3,670) (6,757)
From Prospective Comprehensive profit or loss
4,160 Net Surplus/ (Deficit) 3,670 (6,757)
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3.10 Prospective Statement of Capital

Expenditure
EAP LTP EAP
2010/11 2011712 2011/712
$000’s $000’s $000’s
Community Facilities
129 Parks and reserves 101 101
95 Housing and other properties 175 169
223 Recreation and culture 274 207
31 Public Amenities 117 117
478 Total Community Facilities 667 594
Solid Waste Management
127 Landfill Management 148 147
127 Total Solid Waste Management 148 147
Stormwater
81 Te Kuiti Stormwater 113 16
18 Rural Stormwater 8 8
99 Total Stormwater 121 24
Sewerage
2,641 Te Kuiti 876 6,106
388 Te Waitere 2 185
1,076 Benneydale 21 23
1,860 Piopio 0 1,104
5,965 Total Sewerage 899 7,418
Water Supply
319 Te Kuiti 292 21
750 Mokau 771 1,153
444 Piopio 51 13
21 Benneydale 6 6
1,534 Total Water Supply 1,120 1,193
Land Transport
4,507 Subsidised Roading 5,944 4,570
489 Non-Subsidised Roading 515 216
4,996 Total Land Transport 6,459 4,786
Corporate Support
185 Corporate Support 134 434*
185 Total Corporate Support 134 434
13,384 Total Capital and Renewal Expenditure 9,548 14,596

* This includes one-off IT upgrade projects ($165,000), urban aerial photography of $35,000 (carried out every 3 years).
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3.11 Funding Impact Statement

Introduction

The funding impact statement reflects the outcome of all that is planned in the Exceptions Annual Plan 2011/12.
In some cases, the incidence of rates for some activities will change, regardless of any variations to the State-
ments of Financial Performance for the significant activities.

The table of rating examples (3.12) illustrates the ‘bottom-line’ impact of all the matters on selected properties.

Council is required under Schedule 10(13) of the Local Government Act 2002 (LGA) to adopt a Funding Impact
Statement as part of its Annual Plan. The Funding Impact Statement provides a summary of Council’s funding
sources as well as the rate requirement for the 2011/12 financial year. The Funding Impact Statement represents
the fiscal outcome from the Revenue and Financing Policy a copy of which can be found on Council’s website:
www.waitomo.govt.nz/publications/policy.

Rates Remissions and Postponements

Remissions

Council is required to have a policy on rates remissions and postponements. Council has developed a remissions
policy as per LGA (section 102 (5)(a)) and LGRA (Section 85) a copy of which can be found on Council’s website:
www.waitomo.govt.nz/publications/policy. It includes the objectives of the remissions targeting each of social,
cultural, environmental and economic well-beings. Remissions categories include: clubs, societies, community
organisations, new subdivisions, Council properties, financial hardship, Maori Freehold Land, organisations pro-
viding care for the elderly and UAGC and other Targeted Rates (for two or more rating units used jointly).

The value of these remissions is estimated to be $110,000 for the 2011/12 financial year.
Postponements

Under the Policy on Remission of Rates, Council will not offer any permanent postponements of rates.

Separately Used or Inhabited Part of a Rating Unit

Rating units, parts or portions of rating units are terms used to define separately used or inhabited rating units
and include any part of a rating unit used or inhabited by the owner or any other person who has the right to use
or inhabit that part by virtue of tenancy, lease or other agreement. At a minimum, the land or premises intended
to form the separately used or inhabited part of the rating unit must be capable of actual habitation, or actual
separate use. For the avoidance of doubt, a rating unit that has only one use (i.e. does not have separate parts
or is vacant land) is treated as being one separately used or inhabited part. Detailed practice notes are included
as Appendix 4.1 of this EAP.

Statement of Funding Sources

The following table provides a summary of the funding sources for the 2011/12 financial year. Council’s Revenue
and Financing Policy and work programmes form the basis for the funding forecast. The table is produced on a
GST exclusive basis.
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EAP LTP EAP Variance to
2010711 2011712 2011712 LTP
$000’s $000’s $000’s $000's
Targeted Rates
1,315 Sewerage 1,793 1,502 (291)
1,351  Water 1,508 1,400 (108)
562  Targeted Services 581 459 (122)
2,545 Land Transport 3,744 2,334 (1,410)
1,214  Land Transport Special Levy 2,814 2,306 (508)
759  Solid Waste Management 906 810 (96)
242 Solid Waste Collection 338 290 (48)
360 Stormwater 309 392 83
4 Marokopa Hall 4 4 0
8,352 Total Targeted Rates 11,997 9,497 (2,500)
3,040 UAGC 2,959 2,999 40
3,060 General Rates 2,889 2,993 104
14,452  Total Rates 17,845 15,489 (2,356)
Other Revenue
8,433  Subsidies 6,207 10,462 4,255
210 Rates Penalties 222 275 53
5 Dividends and Interest 433 16 (417)
3,872 Fees and Charges 3,788 3,674 (114)
12,520 Total Other Revenue 10,650 14,427 3,777
Other Funding Sources
6,387 Borrowing 2,750 4,274 1,524
6,387 Total Other Funding 2,750 4,274 1,524
33,358 Total Funds Raised 31,245 34,190 2,945
18,712  Operating Expenditure 19,937 18,632 (1,388)
13,384 Capital Expenditure 9,548 14,596 5,048
1,048 External Loan Repayments 1,177 1,133 (44)
215 Reserve Transfers 583 (171) (754)
33,358 Total Funds Used 31,245 34,190 2,945

Funding cap for Uniform Annual Charge

Section 21 of the Local Government (Rating) Act 2002 requires that certain rates must not exceed 30% of total
rates revenue. Those rates include Uniform Annual General Charges and Target Rates that are set on a uniform
basis. The threshold for levying rates under the 30% limit is referred to as the Funding Cap.

For the purposes of calculating the Funding Cap, uniform charges that are levied on the district as a whole are
included in the calculation. Council is not in breach of the Funding Cap for this Annual Plan. The Funding Cap for
the 2011/12 financial year is 25%.
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1.0 GENERAL RATE

1.1 General Rate

Description and Use

The General Rate is assessed as a rate per $100 capital value across the District. The General Rate is not
set differentially. The rationale for use of the General Rate Capital Value is contained in the Revenue and

Financing Policy.

Leadership

District Libraries

Arts Culture and Heritage
Public Facilities

Regulation

District Plan Administration

Requirement in 2011/12 (incl. GST)

Parks and Reserves
District Swimming Pool
Aerodrome

Community Development
Waste Minimisation
Investments

Rate per $100 Capital Value

Total Revenue Requirement ($000)

General Rate District (CV)

0.11214

3,442

2.0 UNIFORM ANNUAL GENERAL CHARGE

Description and Use

Council will set a Uniform Annual General Charge (UAGC) on each separately used or inhabited part of a
rating unit under Section 15(1)(b) of the LGRA, across the District. The rationale for use of the UAGC is

contained in the Revenue and Financing Policy.

The UAGC will contribute to the funding of:

e Leadership e  Parks and Reserves

e  District Libraries e  District Swimming Pool

e  Arts Culture and Heritage e  Public Facilities

e  Community Development . Regulation and Safety

e Solid Waste e  District Plan Administration

e  Subsidised Roading e  Housing and Other Property

Requirement in 2011/12 (incl. GST)
Uniform Annual General Charge Charge Total Revenue Requirement ($000)
UAGC $633 3,449

3.0 TARGETED RATES

Description and Use

Targeted Rates are set on rateable assessments differentiated by some factor, such as geographic loca-
tion or provision of service. The titles of ‘Targeted Rate’ and ‘TUAC’ (Targeted Uniform Annual Charge)
are used by this Council, where TUAC is a Targeted Rate based strictly on a uniform amount set per
separately used or inhabited portion of a rating unit.

3.1

Targeted Rates Differentiated on Location

Council will use location (Schedule 2(6); LGRA) to assess every rating unit or part of a rating unit for the

Targeted Services TUAC and Stormwater TUAC.
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The following location definitions for the respective rating areas will apply:

1. Te Kuiti Urban All rating units situated within the Te Kuiti Urban Ward as defined by the Basis
Rating Area of Election for the 2010 Triennial Elections.
2. Te Kuiti Urban and All rating units situated within a 5 km radius, all around, from the Information
Periphery Rating Area Centre (deemed to be the centre of town), in Te Kuiti.
3. Rural Rating Area All rating units situated within the Rural Ward as defined by the Basis of Elec-
tion for the 2010 Triennial Elections.

(a) Targeted Services TUAC
Description and Use
Council will set a Targeted Services TUAC on every separately used or inhabited portion of a rating unit in
the District, differentiated by rating areas, to fund the Un-subsidised Roading Activity and part fund the
Swimming Pool Activity. The Rating Areas for the purpose of levying the Targeted Services TUAC will be
the Te Kuiti Urban and Periphery Rating Area and the Rural Rating Area (rest of the District).
Requirement in 2011/12 (incl. GST)
Targeted Services TUAC Charge Total Revenue Requirement ($000)
Te Kuiti Urban and Periphery $177 411
Rural $37 117
(b) Stormwater TUAC
Description and Use
Council will set a TUAC on every separately used or inhabited portion of a rating unit in the District, differ-
entiated by rating area, to fund the Stormwater Activity. The Rating Areas for the purpose of levying the
Stormwater TUAC will be the Te Kuiti Urban Rating Area and the Rural Rating Area (rest of the District).
Requirement in 2011/12 (incl. GST)
Stormwater TUAC Charge Total Revenue Requirement ($000)
Te Kuiti $183 368
Rural $24 83
(©) Marokopa Community Centre TUAC
Description and Use
Council will set a TUAC levied on every separately used or inhabited portion of a rating unit within the
defined Marokopa Community Centre rating area.
Requirement in 2011/12 (incl. GST)
Marokopa Community Centre TUAC Charge Total Revenue Requirement ($000)
TUAC $23 5
3.2 Targeted Rates Differentiated on Service Provision
Description and Use
Council will use provision or availability to the land of a service (Schedule 2(5); LGRA) to assess service
charges for Water Supply and Sewerage:
Water Ability to connect (serviceable): The rating unit is within 200m of water main and prac-
ticably serviceable in the opinion of Council.
Sewerage Ability to connect (serviceable): The rating unit is within 30m of sewer reticulation and
practicably serviceable in the opinion of Council.
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3.3

Water Rates
Description and Use

Council will set a TUAC for Water Supply on every community that has a Council water supply network,
differentiated on the basis of supply area.

The annual charges are levied either on the basis of a separately used or inhabited portion of a rating
unit within a community that is connected, or on the basis of a rating unit that has the ability to connect
(serviceable) to a Council water supply network.

Any rating unit situated in Te Kuiti, Piopio, Benneydale or Mokau that has been fitted with a water meter
and is defined as being an extraordinary water user will be charged based on the volume of water con-
sumed over and above the amount paid for through the targeted water rate.

Requirement in 2011/12 (incl. GST)

Water Supply Charge Total Revenue
(TUAC) Per connected rating unit | Per serviceable rating unit Requirement ($000)
Te Kuiti $453 $227 923
Piopio $912 $456 221
Benneydale $1,400 $700 156
Mokau $1,400 $700 289
3.4 Subsidy Rate for Benneydale Water

Description and Use

Council will set a TUAC levied on every rating unit in the District. The rationale for use of this rate is
contained in the Revenue and Financing Policy.

Requirement in 2011/12 (incl. GST)

Subsidy for Benneydale Water Charge Total Revenue Requirement ($000)
No. of Properties = 4,563 $5 21
3.5 Sewerage Rates

Description and Use

Council will set TUACs to provide for the collection and disposal of sewage levied either on the basis of a
separately used or inhabited portion of a rating unit within a community that is connected or, on the basis
of a rating unit that has the ability to connect (serviceable) to a Council sewerage reticulation network
differentiated by supply area.

Requirement in 2011/12 (incl. GST)

Sewerage Charge Total Revenue
(TUAC) Per connected rating unit Per serviceable rating unit Requirement ($000)
Piopio $1000 195
Benneydale $1000 $500 82
Te Waitere $1000 $500 15
Te Kuiti $662 $331 1,111

A Trade Waste Contribution TUAC will also be levied on every rating unit in the District in recognition of
the contribution made to the social and economic well-being of the District by the large industrial users
of the Te Kuiti Wastewater Network. The rationale for use of this rate is contained in the Revenue and
Financing Policy.

In Te Kuiti, Council will set a TUAC levied on every separately used or inhabited part of a rating unit that
is connected or has the ability to connect to the Council sewerage reticulation network.
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Requirement in 2011/12 (incl. GST)

Te Kuiti Trade Waste Contribution

Charge Total Revenue Requirement ($000)

No. of Properties = 4,563 $15 66

Te Kuiti

In Te Kuiti, Council will set a TUAC levied on every separately used or inhabited part of a rating unit that
is connected or has the ability to connect to the Council sewerage reticulation network.

All non-residential properties will be charged one base charge for up to three pans and per pan for every
pan over and above this threshold. The base charge will be categorised by the businesses hours of op-

eration as calculated below.

Requirement in 2011/12 (incl. GST)

Category Calculation factor per pan Base Charge
Business hours more than 40 hours 0.76 $503
Business hours equal to 40 hours 0.36 $238
Business hours less than 40 hours 0.20 $132

Non-residential properties are categorised by their hours of operation and the charge per pan is calcu-

lated as follows:

Requirement in 2011/12 (incl. GST)

Category Calculation factor per pan Pan Charge
Business hours more than 40 hours 0.76 $503
Business hours equal to 40 hours 0.36 $238
Business hours less than 40 hours 0.20 $132

3.6 Subsidy Rate for Te Waitere Sewerage

Description and Use

Council will set a TUAC levied on every rating unit within the District. The rationale for use of this rate is
contained in the Revenue and Financing Policy.

Requirement in 2011/12 (incl. GST)

Subsidy for Te Waitere Sewerage

Charge

Total Revenue Requirement ($000)

No. of Properties = 4,563

$7

32

3.7 Subsidy Rate for Benneydale Sewerage

Description and Use

Council will set a TUAC levied on every rating unit within the District. The rationale for use of this rate is
contained in the Revenue and Financing Policy.

Requirement in 2011/12 (incl. GST)

Subsidy for Benneydale Sewerage

Charge

Total Revenue Requirement ($000)

No. of Properties = 4,563

$10

48

3.8 Land Transport Rate

Description and Use

Council will set a Land Transport Rate assessed as a rate per $100 capital values across the District to
part fund Subsidised Roading (part of Land Transport Activity). Rationale for use of the rate is contained
in the Revenue and Financing Policy.
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Land Transport Special Levy

Description and Use

Council will set a Special Land Transport Levy as a rate per $100 capital values across the District to part
fund Subsidised Roading (part of Land Transport Activity). Rationale for use of the rate is contained in
the Revenue and Financing Policy.

Requirement in 2011/12 (incl. GST)

District Roading Rate

Rate per $100 Capital Value

Total Revenue Requirement ($000)

Land Transport Rate

0.08742

2,684

Land Transport Special Levy

0.08640

2,652

3.9

Solid Waste Collection

Description and Use
Council will set a TUAC levied on every separately used or inhabited part of a rating unit to which Council

provides a kerbside collection and recycling service to fund the cost of the services. Council operates
kerbside collection and kerbside recycling in Te Kuiti, Piopio, Mokau and Waitomo (part of) townships.

Requirement in 2011/12 (incl. GST)

Solid Waste Collection (TUAC) Charge Total Revenue Requirement ($000)
Te Kuiti $86 168

Waitomo $113 61

Piopio $87 20

Mokau $320 85
3.10 Solid Waste Management

Description and Use

Council will set a TUAC to part fund the activity of Solid Waste Management. This TUAC will be levied on
every separately used or inhabited portion of a rating unit District wide.

Requirement in 2011/12 (incl. GST)

Solid Waste Management (TUAC) Charge Total Revenue Requirement ($000)
Solid Waste $168 932
4.0 RATES PAYMENTS

It is proposed that rates will be paid by four instalments due on:

1st Instalment 31 August 2011 (Wednesday)
2nd Instalment 30 November 2011 (Wednesday)
3rd Instalment 29 February 2012 (Wednesday)
4th Instalment 31 May 2012 (Thursday)

The due date for rates payments is the last day of the month. Any portion of the current instalment re-
maining unpaid after this due date will incur a penalty.

Penalties

e A first additional charge of 10% will be added to the amount of any instalment unpaid at the close of
business, being 5.00pm on the last day for payment.

e A further additional charge of 10% will be added to all rates remaining unpaid (including all rates
levied in any previous financial year) on 1 July 2012 and a continuing charge of 10% will be added
thereafter to all rates remaining unpaid at twelve monthly intervals.
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3.13 Accounting Policies
3.13.1 Statement of Responsibility

The Exceptions Annual Plan 2011/12 was adopted by Council on 28 June 2011.

The purpose of the Plan is to provide a roadmap to the Council and community on the planned activities and
expenditure of Council over the next year. The use of this information for purposes other than for which it is
prepared may not be appropriate.

The Council is responsible for the prospective financial statements presented, including the appropriateness of
the underlying assumptions and related disclosures. The prospective financial statements have been prepared in
compliance with FRS 42 Prospective Financial Statements.

3.13.2 Statement of Compliance

The forecast prospective financial statements have been prepared in accordance with the requirements of the Lo-
cal Government Act 2002, which includes the requirement to comply with generally accepted accounting practice.

The primary objective of the Council is to provide goods or services for the community for social benefit rather
than for making a financial return. Accordingly, the Council has designated itself as a public benefit entity for the
purposes of New Zealand equivalents to International Financial Reporting Standards (NZ IFRS).

3.13.3 Statement of Accounting Policies

Reporting Entity
Waitomo District Council is a territorial local authority governed by the Local Government Act 2002.

Waitomo District Council Group (the Council) consists of Waitomo District Council and its 100% owned subsidi-
ary, Inframax Construction Limited incorporated in New Zealand, and its subsidiary Independent Roadmarkers
Taranaki Ltd (100% owned) incorporated in New Zealand.

Basis of Preparation

The prospective financial statements of the Council have been prepared in accordance with the requirements of
the Local Government Act 2002: Part 6, Section 98 and Part 3 of Schedule 10, which includes the requirement to
comply with New Zealand generally accepted accounting practice (NZ GAAP).

These prospective financial statements have been prepared in accordance with NZ GAAP. They comply with NZ
IFRS, and other applicable Financial Reporting Standards, as appropriate for public benefit entities. They are pre-
sented in New Zealand dollars and all values are rounded to the nearest thousand dollars ($000). The functional
currency of the Council is New Zealand dollars.

Subsidiary

As a result of the continuing poor performance of Inframax Construction Limited, the fact it is in breach of its bank
covenants, its reliance on its lender for continued financial support and given that it is unlikely that the subsidiary
will be in a position to provide a return on Council’s investment in the immediate future, the Council decided to
write-down the value of its investment in Inframax Construction Limited to nil as at 30 June 2010.

The Company'’s financial performance will continue to be monitored and the future value of Council’s Investment
in the Company will be assessed accordingly.

Consolidation

The Waitomo District Council Group reporting entity consists of the Waitomo District Council and it's 100% owned
subsidiaries; Inframax Construction Limited and Independent Roadmarkers Taranaki Limited.

Exceptions Annual Plan 2011-2012 /
Waitomo 85 Waitomo

District Council District Council



The Council has not presented group prospective financial statements because Council believes that parent pro-
spective financial statements are more relevant to users. The main purpose of prospective financial statements
in the Annual Plan is to provide users with information about the core services that Council intends to provide its
constituents, the expected costs of those services and as a consequence how much the Council requires by way
of rates to fund the intended level of services.

The level of rates funding required is not affected by the subsidiary except to the extent that Council obtains
distributions from the subsidiary. Such effects are included in the prospective financial statements of the Council.

Measurement Base

The measurement base adopted is that of historical cost, modified by revaluation of certain property, plant and
equipment, investment properties and the investment in Inframax Construction Limited.

Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Council and the
revenue can be reliably measured. The following specific recognition criteria must also be met before revenue is
recognised:

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

Rates

Rates are recognised as revenue when rates are levied.

Levies and Charges

Other levies and charges are recognised as revenue when the obligation to pay arises or, in the case of licence
fees, upon renewal of the licence.

Other

Other grants, bequests and assets vested in the Council are recognised as revenue when control over the asset
is obtained.

Government Grants

Government grants and subsidies are recognised at their fair value when there is reasonable assurance that the
conditions associated with the grant approval have been fulfilled. Government grants are received from Land
Transport New Zealand, which subsidises part of the costs of maintaining local roads. In addition to this grants are
also received from NZ Defence Force for maintaining RSA Cemetery and from the Ministry of Health for construc-
tion of sewerage and/or water projects.

Interest

Revenue is recognised using the effective interest method, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial instrument.

Rental Revenue

Rental revenue arising on property owned by the Council is accounted for on a straight-line basis over the lease
term.

Construction Contracts

Revenue from construction contracting services includes revenue from building and civil contracting services.
Revenue and expenditure are recognised by reference to the stage of completion of the contract at balance date.
The stage of completion is measured by reference to costs incurred up to balance date as a percentage of the
total estimated costs for each contract.
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Contract costs include all costs directly related to specific contracts, costs that are specifically chargeable to the
customer under the terms of the contract and an allocation of overhead expenses incurred in connection with the
Council’s construction activities in general.

Expected losses are recognised immediately as an expense in the profit or loss.

Where the outcome of a contract cannot be reliably estimated, contract costs are recognised as an expense as
incurred, and where it is probable that the costs will be recovered, revenue is recognised to the extent of costs
incurred.

Construction work in progress is stated at the aggregate of contract costs incurred to date plus recognised profits
less recognised losses and progress billings. If there are contract costs where progress billings exceed the ag-
gregate costs incurred plus profits less losses, the net amounts are presented under trade and other payables.

Expenditure

Expenditure is recognised when the Council has been supplied with the service or has control of the goods sup-
plied.

Grant Expenditure

Non-discretionary grants are those grants that are awarded if the grant application meets the specified criteria
and are recognised as expenditure when an application that meets the specified criteria for the grant has been
received.

Discretionary grants are those grants where the Council has no obligation to award on receipt of the grant appli-
cation and are recognised as expenditure when a successful applicant has been notified of the Council’s decision.

Borrowing costs

Borrowing costs are recognised as an expense in the period in which they are incurred. The Council has chosen
to defer the application of NZ IAS 23 (revised 2007).

Income Tax

Income tax expense on the surplus or deficit for the period comprises current tax expense and deferred tax. In-
come tax expense is recognised in the profit or loss except to the extent that it relates to items recognised directly
to equity, in which case it is recognised in equity. 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 substantially enacted at balance date.

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

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are rec-
ognised only to the extent that it is probable that the taxable profits will be available against which the deductible
temporary differences or tax losses can be utilised.

Deferred tax is not recognised if the temporary difference arises from the initial recognition of goodwill or from
the initial recognition of an asset and liability in a transaction that is not a business combination, and at the time
of the transaction, affects neither accounting profit nor taxable profit.

Deferred tax is recognised on taxable temporary differences arising on investments in subsidiaries and associates,
except where the Council can control the reversal of the temporary difference and it is probable that the tempo-
rary difference will not reverse in the foreseeable future.

The amount of deferred tax provided is based on the tax rates which are expected to apply in the period the li-
ability is settled or asset realised using tax rates enacted or substantially enacted at the balance sheet date.
Deferred tax assets and liabilities are offset when they relate to income taxes levied by the same taxation author-
ity and the Council intends to settle its current tax assets and liabilities on a net basis.
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Cash and Cash Equivalents

Cash and cash equivalents includes cash in 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 in Current Liabilities on the face of the Balance Sheet.

Inventories

Inventories held for use in the production of goods and services on a commercial basis are valued at the lower of
cost and net realisable value. The cost of purchased inventory is determined using the FIFO method.

The amount of any write down from the loss of service potential or from cost to net realisable value is recognised
in the profit or loss.

Financial Assets

The Council classifies its financial assets into the following four categories: financial assets at fair value through
profit or loss, held-to-maturity investments, loans and receivables and available for sale. The classification de-
pends on the purpose for which the financial assets were acquired. Management determines the classification of
its financial assets at initial recognition.

Financial assets and liabilities are initially measured at fair value plus transaction costs unless they are carried at
fair value through profit or loss in which case the transaction costs are recognised in the profit or los