
This section provides the Financial Strategy, details on 
the financial implications of the Plan, including estimated 
expenditure, revenue and public debt over the ten year term, 
and the Funding Impact Statements.
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Creating a better future with vibrant communities and 
thriving business.

Section D:
Financial
Information
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1.0	 INTRODUCTION

1.1	 BACKGROUND

1.1.1	 Council must develop a range of policies on 
financial matters. The 2010 amendment of the 
LGA 2002 requires Council to develop a Financial 
Strategy to give direction to these policies. 

1.1.2	 The LTP sets out the services provided and 
the activities undertaken in fulfilling statutory 
obligations.  Asset Management Plans contain a 
more detailed description of the assets owned 
by Council as well as the expenditure required 
to maintain and/or improve the assets.  Activity 
Management Plans describe how the services are 
delivered.

1.1.3	 The discussion around groups of activities in the 
LTP describes the levels of service to be delivered 
as well as the operational and capital expenditure 
required to deliver the services at agreed levels.

1.2	 POLICY INTENT

1.2.1	 The financial strategy sets out the Council’s 
strategic approach to the management of its 
finances and presents indicative budgets and 
projected rate levels for the medium to long term 
covering a 10-year period which can be broadly 
defined as:
•		 Short-term: July 2012 to June 2015
•		 Medium-term: July 2015 to June 2018
•		 Long term: July 2018 to June 2022

	 As required by the Local Government Act (LGA) 
2002 it includes:
1.		  Quantified limits on rates, rate increases 

and borrowing;
2.		  Details of expected capital expenditure 

on network infrastructure required to 
maintain existing levels of service

3.		  Expected changes in population and the 
use of land in the district and the capital 
and operating costs of providing for those 
changes

4.		  Council’s objectives and targets 
for holding and managing financial 
investments and equity securities

5.		  Council’s policies on giving securities on 
its borrowing; and

6.		  Assumptions on other significant risks 
facing the Council in the forthcoming 
years and what Council is doing to reduce 
those risks.

1.2.2	 The Financial Strategy cannot exist in isolation. 
Costs are driven by the broad range of services 
provided and the statutory activities undertaken, 
so linkage to other Council plans is fundamental to 
its development. 

1.2.3	 The Financial Strategy needs to consider financial 
health and robustness as well as affordability. 
Both these considerations are important from a 
sustainability perspective and this strategy will at 
all times try to strike a balance between the two 
in the interest of promoting the four well-beings of 
its District community. 

1.2.4	 The Financial Strategy therefore represents a 
robust summary of the financial requirements 
for planned levels of service delivery during the 
term of the plan based on the current financial 
position and the future direction of Council and 
our community. As a result, the Council can look 
to the future in the knowledge that its activity and 
asset management plans are sustainable and able 
to be adequately resourced.

1.2.5	 The previous Long Term Plan (LTP) covered the 
period 2009-2019. The principles outlined within 
that LTP were used to develop budgets and 
financial projections for the following nine years. 
However, no environment remains static - the 
ongoing effects of the global financial crisis have 
had a local impact in recent times. In particular, 
the Council’s investment in its subsidiary company 
has not performed in line with expectations 
over the last four years and this has resulted in 
a significant loss of forecast annual investment 
income. A number of other income streams have 
also been affected, particularly resource planning 
fees and building consent fees. 

1.2.6	 In the current economic climate, selling strategic 
assets does not offer a value for money solution 
and so the Council’s ability to generate savings 
from releasing capital resources has been limited 
to the detriment of the Council’s debt repayment 
programme and the capital programme. The LTP 
has therefore been reviewed and updated to 
reflect these pressures, as well as to reflect new 
developments and changes to financial policies 
and practices. 

1.2.7	 In order to be able to deliver the aspirations as set 
out in the LTP, meet statutory responsibilities, and 
at the same time be attentive to the needs of the 
District community, Council must take a proactive 
approach to managing its resources effectively so 
that it can adequately fund its operations yet keep 
Council rate increases as low as possible.

Financial Strategy
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1.2.8	 The Financial Strategy is therefore a key 
component of the LTP and seen as a key tool for 
proactive financial management.  It is used as 
the basis of the annual budget setting process to 
ensure that:
•	 the Council’s resource needs for the 

forthcoming year(s) are sufficient; and
•	 future projected funding requirements are 

identified far enough ahead so as to be able 
to take appropriate action to deal with any 
anticipated funding shortfalls.

2.0	 STRATEGIC OBJECTIVES

Our objectives are to:

1.		  maintain financial sustainability by 
ensuring that our revenue is sufficient to 
cover an efficient operating expense base, 
including the funding of depreciation at 
levels that are:
•	 sustainable for each of the District’s 

communities; and 
•	 meet the ‘rates affordability’ objective 

of the Council
2.		  undertake good asset custodianship to 

ensure all community assets are well 
maintained and are fit for purpose

3.		  reflect issues and concerns specific to our 
District

4.		  address key inter-generational issues 
which allows any financial burden to be 
spread over a number of years and not 
impact adversely on current or future 
ratepayers

5.		  provide amenities, facilities and services 
to the District community at affordable 
and sustainable rating levels  

6.		  provide good financial and asset risk 
management which gives assurance 
that major risks (including the costs 
of providing for expected changes in 
population and land-use, if any) have 
been considered and are reflected in 
future financial and asset management 
planning

7.		  provide a transparent and prudent plan 
which meets the requirements of the 
Local Government Act 2002 and clearly 
explains to the reader:
a.	  	 the overall effects of Council’s 

funding and expenditure proposals 
on Council’s services, rates, debt 
and investments; 

b.	 	 the expected capital expenditure on 
network infrastructure required to 
maintain existing levels of service 
currently provided by Council;

c.	 	 the quantified limits on rates, rates 
increases, borrowing and quantified 
targets for returns on financial 
investments and equity securities; 
and

d.	 	 how Council intends to maintain 
existing levels of service and meet 
additional demands from the 
community for services within those 
limits.

3.0	 Key Principles

3.1	 We will do this because:

1.		  it demonstrates sound financial 
governance to the community and 
represents Council as a responsible and 
accountable custodian of community 
assets

2.		  our community assets will be adequately 
maintained and fit for purpose, 
which means that current and future 
generations will benefit from effective and 
efficient financial and asset management

3.		  it protects future generations from 
bearing the full burden of future 
infrastructure needs whilst addressing the 
immediate needs for strategic responses 
to major issues facing local government 
including those of rates affordability

4.		  it ensures that our planning is integrated 
and effective and that there is a clear 
linkage between community expectations 
and service delivery within affordable 
limits.

4.0	 Implementation of the Financial 
Strategy

4.1	 We will implement the financial strategy:

1.		  throughout the life of the LTP to ensure 
that the financial strategy objectives can 
be achieved in a financially sustainable 
manner and can be delivered in an 
effective and efficient manner

2.		  through the delivery of affordable 
operational and capital programmes which 
are aligned with community outcomes

3.		  by maintaining quantified limits on rates, 
rates increases and borrowing

4.		  by optimising available returns from cash 
and investments to minimise financial 
impacts on ratepayers.   

  
5.0	 Accountability and Transparency 

5.1	 We will demonstrate accountability and 
transparency by:

1.		  meeting the clearly identified limits 
on rates increases and borrowing as 
quantified in Section 6 of this financial 
strategy – i.e. key measurement factors  

2.		  continuing community engagement on 
proposals for funding and expenditure 
issues building on work already completed 
and in place for community consultation

3.		  clearly identifying the overall effect of 
those proposals on Council’s services, 
rates, debt and investments 

4.		  regular reporting to the community on 
progress against our financial targets and 
other financial indicators.
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6.0	 Key Measurement Factors

6.1	 CHANGES IN POPULATION (S.101A(3)(A)(I) 
LGA 2002)

6.1.1	 National

6.1.2	 The average age of New Zealanders is increasing 
because of a steady increase in longevity and the 
ageing of the ‘baby-boom’ generation.

6.1.3	 New Zealand is currently at the cusp of a major 
turning point in its demographics. The old age 
dependency ratio is expected to increase from 
around 20% currently to over 40% by the late 
2030s. Increasing survival rates mean that by 
the 2050s the proportion of the population aged 
over 80 is expected to quadruple as a share of the 
prime age population.

6.1.4	 Official demographic projections are likely to 
understate rather than overstate the extent of 
population ageing in coming decades because 
improvements in life expectancy over the past 
three decades have been significantly faster than 
assumed.

	
6.1.5	 The impending upturn in New Zealand’s 

dependency ratio will have major consequences 
for fiscal policy, the funding of social services, 
and social structures in coming decades. The 
consequences include:

a.	 	 increasing competition for government 
resources between different age groups

b.	 	 a shift in demands for goods and services 
towards those that are favoured by older 
people

c.	 	 intensified global competition for highly 
mobile skilled workers

6.1.6	 Regions that are popular retirement areas, 
typically coastal areas with attractive climates, 
will likely experience increasing inflows of retirees 
from other regions.  In those areas the shift 
toward services demanded by the elderly will be 
marked, particularly services and infrastructure 
that increase mobility and accessibility such as 
comprehensive public transport and accessible 
parks and public walkways.

6.1.7	 Smaller centres and regions that are not natural 
retirement havens and do not have robust 
primary, primary manufacturing, or tourism 
industries will likely experience significant declines 
in their populations as the elderly migrate and 
skilled workers seek opportunities in other 
regions.

6.1.8	 An increasing proportion of older people choosing 
to remain in the workforce will favour larger 
centres with more vocational opportunities for this 
group.

6.2	 WAITOMO DISTRICT DEMOGRAPHICS

6.2.1	 Due to the devastation caused by the Christchurch 
earthquakes the census that was scheduled for 
March 2011 was postponed until March 2013. 
All statistical data is therefore based on the 

assumption that pre 2006 trends will continue for 
the foreseeable future. Based on this assumption	
 Statistics NZ data indicates that between 2006 
and 2011 the population of the Waitomo District 
reduced by 50. The only age group population to 
increase during that 5 year period was the 65 and 
over group (up 130 or 11.8%) - refer following 
table.

Estimated resident population by broad age group 
At 30 June 2006 2010 and 2011 

At 30 
June 

0-14 15-39 40-64 65+ Total

Number

2006 2,480 3,010 3,080 1,100 9,680

2010 2,390 3,000 3,050 1,190 9,640

2011 2,380 3,000 3,040 1,230 9,630

0-14 15-39 40-64 65+ Median Age 
(years)

Percent

2006 25.7 31.1 31.8 11.4 34.9

2010 24.8 31.1 31.7 12.4 35.4

2011 24.7 31.1 31.5 12.7 35.2

6.2.2	 This trend is reinforced by population data in 
the following table. It is interesting to note the 
projected decline in the workforce (i.e. the 15-64 
age groups) and the 54.5% increase in the elderly 
which supports national trends over the same 
period. 

Year Total Population Change in 
Population

Percentage 
Change

2011 9,630
2031 8,900 730 -7.6%
Year 0-14 Years Change in 

Population
Percentage 

Change
2011 2,380
2031 2,000 380 -15.9%
Year 15-39 Years Change in 

Population
Percentage 

Change
2011 2,990
2031 2,700 290 -9.7%
Year 40-64 Years Change in 

Population
Percentage 

Change
2011 3,030
2031 2,300 730 -24.1%
Year 65 Years & 

Over
Change in 
Population

Percentage 
Change

2011 1,230
2031 1,900 670 54.5%

6.2.3	 Statistics NZ projections indicate that Waitomo 
District will experience a small but increasing 
decline in the total number of residents between 
2011 and 2031.  Decline in the future is expected 
to be driven by the trends in births and deaths, 
although migration plays a role.  

6.2.4		 This trend has reinforced Council’s view that the 
retention of elderly persons within the District 
with the continued provision of Elderly Person’s 
Housing in the District is important, irrespective 
of the provider.  It has also influenced Council’s 
stance on assisting organisations to maintain 
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the provision of safe, affordable and accessible 
accommodation facilities and other services for 
the elderly within the small rural communities 
of the District by providing rate relief where 
appropriate. 

6.2.5		 Council has recognised the need to consider the 
changing demographics of the Waitomo District.  
Statistics indicate that by 2031 there will be at 
least three distinct areas of the population that 
need to be considered when planning for the 
future:

•	 Young people and students
•	 Working age people (15-64)
•	 Those at or facing retirement

6.2.6		 Not only must the economic and social impact of 
demographic change be addressed, Council must 
also consider the infrastructural changes that may 
be needed as altering needs and demands become 
apparent. To do this Council will need to ensure 
that all future planning identifies and recognises 
demographic change as a key factor.

6.2.7	 It is projected that: 

•	 The population of children in Waitomo 
District aged 0 to 14 years will decrease 
from 2,380 in 2011 to approximately 
2,000 by 2031 – a reduction of 380 (or 
-15.9%) 

•	 The population of working age people 
in Waitomo District aged 15 to 64 
years will decrease from 6,020 in 2011 
to approximately 5,000 by 2031 – a 
reduction of 1020 (or -16.9%) 

•	 The population of people aged 65 and 
over in Waitomo District will increase from 
1,230 in 2011 to approximately 1,900 by 
2031 – an increase of 670 (or +54.5%) 

6.3	 Potential Council and community 
considerations - What could the 
likely impacts be?

6.3.1	 Children 0 to 14 - population decreasing by 380 to 
approximately 2,000 between 2011 and 2031.

	 Likely impacts could be seen as follows:

•	 Libraries will have less of a focus on 
providing resources to this age group.

•	 Parks and reserves could have spare 
capacity resulting in playground 
equipment and sporting facilities not 
being replaced due to lack of demand.

•	 The reduction or amalgamation of 
day care facilities, kindergartens and 
schools in the Waitomo District, and as a 
consequence, reduction in the number of 
teachers employed.

•	 Fewer school choices may have a negative 
effect on attracting professionals and 
other working people and their families to 
the Waitomo District.

•	 Parents/guardians may have to travel 
further for such services as health and 
dental care for their children.

•	 Clubs and societies catering to this 

younger sector will most likely decline.
•	 Retail spending will most likely decline for 

this sector, therefore retailers will have to 
adapt.

•	 Technology growth and development 
could see this sector become ‘isolated’ 
from their community by participating in 
less socially orientated activities.

6.3.2 	 Working age (15 to 64) population decreasing 
1020 to approximately 5,000 between 2011 and 
2031

	 Likely impacts could be seen as follows:

•	 Council may experience rates pressures, 
by attempting to meet everyday demand 
costs with less income, even though 
demand for water and waste services may 
decrease.

•	 Overall, the economy will most likely not 
produce sufficient income to maintain 
more than fundamental infrastructure.

•	 It is possible that the younger sector of 
this age group may not be a strong youth 
voice for Council.

•	 Libraries may have less of a focus on 
providing as many resources to this age 
group.

•	 Declining participation in community & 
sporting activities. Demand for active 
sports fields may decline, resulting in 
spare capacity.

•	 Less business development may occur, 
resulting in fewer job opportunities. 
Or, the opposite could occur - low 
unemployment could result as demand 
for staff is increased to keep existing 
businesses operating.

•	 Retention of the professional sector 
(doctors, vets, accountants etc.) could 
be threatened as demand for services 
decreases. People may have to travel 
further for such services as health and 
dental care.

•	 Trade professionals (builders, plumbers, 
electricians etc.) could also move away 
to other centres if demand for services 
decreases.

•	 Clubs and societies may decline due to 
lack of membership and participation.

•	 Retail spending will most likely decline 
for this sector as the number of families 
decrease.

•	 Disposable income will most likely decline 
which will impact on ‘social spending’. Or, 
disposal income could increase as fewer 
people compete for jobs, resulting in 
attractive salaries.

•	 Technology growth and development 
could see many people ‘working from 
home’ and not ‘participating’ in the 
community.

•	 A further decline in the volunteer sector 
may put added pressure on those willing 
or able to support others, (especially the 
elderly) and community activities.
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6.3.3	 The population of people aged 65 and over will 
increase by approximately 670 from 1,230 in 2011 
to 1,900 by 2031.

	 Likely impacts could be seen as follows:

•	 Council experiencing rates pressures, by 
attempting to meet everyday demand 
costs with less income.

•	 Increases in renewal and maintenance 
costs per ratepayer for such assets as 
street lighting, footpaths and safety 
measures are likely.

•	 Potential for Council to be required to 
provide affordable housing.

•	 Growth of demand in the elderly health 
care and elderly services sector.

•	 Growth in the elderly population 
potentially spurring economic growth 
in the form of investment in life stage 
developments (retirement villages) that 
accommodate the elderly. 

•	 An increased need for better transport 
links, and public transport.

•	 Retail spending patterns will most likely 
change, and retailers will have to adapt to 
greater demands by elderly consumers, 
many of whom will be on fixed incomes.

•	 There is likely to be less disposable 
income in the community therefore less 
community participation.

•	 With many more elderly in the 
community, demand for green spaces and 
passive recreation areas may increase.

•	 Demand for active sports fields may 
decline, resulting in spare capacity.

•	 Passive clubs and societies may increase 
to cater for growth.

•	 Overall, the economy will most likely not 
produce sufficient income to maintain 
more than fundamental infrastructure.

6.3.4	 Risks
		

a.	 Making use of projections based on 
historical trends increases the risk 
that the assumptions may prove to be 
erroneous. This can be demonstrated by 
the fact that the rapid population decline 
of approximately 4% or 294 people 
between 1996 and 2001 was reversed to 
a decline of only 18 people between 2001 
and 2006. The risks are exacerbated by 
the fact that some major employers, such 
as the meat works, are dependent upon 
on-farm production. During years of high 
production of lamb and beef the works are 
productive for longer hours and employ 
more labour and vice versa. The usually 
resident population count can thence be 
expected to fluctuate depending whether 
the census is undertaken during a high 
or low production cycle.  It was however 
still deemed to be prudent to utilise the 
figures despite the fact that they may be 
a pessimistic forecast as they represent 
the best available projections at the time 
of developing this strategy.  

b.	 The population forecasts assume a 
continuous decline in population for the 
District over time. Over the same period 

the population of the Auckland Metropolis 
is forecast to increase considerably. 
Experience elsewhere has shown that the 
footprint of the area required to maintain 
a growing city increases exponentially as 
the city grows. This is already illustrated 
by the widening circle of the residential 
dormitory effect. The effect on nearby 
cities such as Hamilton is demonstrated 
by the expansion of the Hamilton 
dormitory circle flowing from the Auckland 
influence on that city. The footprint for 
consumables is much larger than the 
dormitory footprint. Future increases in 
the population of the north-eastern part 
of the District in the medium to long term 
can therefore not be discounted.	

6.4	 Changes in Land Use (s.101A(3)(a)(i) 
LGA 2002)

	
6.4.1	 From a recent, informal, desktop planning 

exercise, drawing from development proposals 
which are known to officers and/or are in the 
early stages of consent processing, it has been 
identified that further growth is likely to occur 
during the planning period at Piopio and Mokau 
– Awakino and Te Waitere, albeit at a slower rate 
than expected earlier. The nature of this growth 
is expected to exceed the capacity of the existing 
network infrastructure at these locations. 

6.4.2	 The financial projections make allowance for 
anticipated growth by specific capital expenditure 
programmes (i.e. Water Supply and Wastewater 
Systems) associated with managed development 
at Piopio and the above beach areas.

Programme When Projected 
Expenditure

Mokau Water 
Supply Upgrade

2012-2013 $1,200,000

Te Waitere 
Wastewater 
System

2016-2018 $50,000

Piopio 
Wastewater 
System

2013-2016 $644,000

	
	 Waitomo Village is the main community where 

growth expenditure has not been provided for 
during the life of the 2012-2022 LTP. In other 
cases, capital expenditure is associated with 
improvements to levels of service rather than 
growth, e.g. improved drinking water standards 
due to new legislative requirements.

6.4.3	 Indications are that planned subdivisions to 
create additional residential lots in Mokau have 
been indefinitely postponed at this stage. There 
has been a constant decline in the number of 
subdivisions approved over the last three years. 
The main effect of a materially higher growth rate 
than has been assumed would be an increased 
demand on the capacity of these services. A more 
modest growth rate would have little effect on 
these LTP issues.
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6.5	 Limit on Rates (s.101A(3)(b)(i) LGA 2002)

6.5.1	 The Local Government Act 2002 requires Council to include a statement in its financial strategy that quantifies 
limits on rates, rate increases, and borrowing. 

6.5.2	 Having recognised concerns regarding the ratepayers’ ability to pay for services and the likelihood that 
affordability issues may be exacerbated in future, the Council will endeavour to keep the income required from 
rates steady as well as creating predictability in the level of rates required.

6.5.3	 Council also recognises the need to balance affordable rates with affordable user charges and where possible will 
maximise user charges after having first given consideration to the need to achieve its community outcomes. 

6.5.4	 Council’s strategies for achieving affordability of rates include:

•	 Limiting the level of rates income to a percentage of operating expenditure. Over the last ten financial 
years (2002/03 to 2011/12) the average percentage of rates income to operating expenditure was 56%. 
One of the drivers behind that low percentage was Council’s material use of loans to fund operational 
expenditure, particularly for subsidised roading.

	

Comparison of Rates as a Percentage of 
Operating Expenditure
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•	 Providing flexibility for individual local communities to pay more for additional projects and/or services.

•	 Taking a multi-pronged approach of managing the cost to the ratepayer (through efficiency gains and/or 
service reductions), and increasing other revenue sources (to reduce dependency on rates income – e.g. 
user fees and charges, subsidies). 

•	 Funding new initiatives where expenditure efficiencies can be gained in existing business or increased 
revenue outside of rates can be sourced.
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6.5.5	 With the transition to totally rate fund subsidised roads along with funding associated with significant 
capital upgrades of water and sewerage treatment plants and reticulation networks throughout the District’s 
communities, rates as a percentage of operating expenditure are projected to rise during the first four years of 
the 2012-2022 LTP.  (N.B.  This does not include funding of the Debt Reduction Strategy or reinstating deficit 
operating reserves in Year One of the LTP). 

	 In order to balance the rates affordability challenges and continue to provide services to our communities, 
Council has set the following limits on rates revenue and rates increases for the duration of this Plan. 

•	 Total rates revenue will be limited to an average of 75% of total operating expenditure over the life of 
the 2012-2022 LTP.  This assumes that Council’s Council Controlled Organisation (CCO) will return to a 
profitable situation, contribute to the budgeted level of revenue and provide Council with an agreed level 
of return to offset rates requirement.

•	 Total rate increases will be limited to:
-	 5.4% in Year One
-	 A ‘cap’ of 7.7% over the life of the plan
-	 An average of 5.3% over the life of the plan 

6.5.6	 When determining the services it provides (during the review of the 2012-2022 LTP) and the associated rate 
funding requirements, the Council will also:

   	 •	 Focus on providing the ‘must have’ (essential) fundamentals first rather than the ‘nice to haves’.
•	 Considering whether the services are delivered in the most cost efficient and appropriate way, e.g. 

shared services with other local authorities
•	 Ensuring good asset management principles are applied.

6.5.7	 Over the life of the LTP Council’s objective is to set total operating income at a level to meet total operating 
expenditure. This is to ensure that there is access to enough funding to enable the services to continue to be 
provided long term. 

		 However, there are activities where this approach may not be practical or prudent on a year-by-year basis due to 
the activity’s long term nature, e.g. waste water, roads and footpaths, water supplies.  Over the next ten years 
Council intends to:
a.	 Smooth rate increases by running activity deficits/surpluses or repaying activity deficits.
b.	 Use operational reserves and/or activity balances to fund some specific operational expenditure where 

appropriate.

6.5.8	 The limit on annual rate increases (both by type and overall) will not apply where there is an agreed increase 
in the existing level(s) of service (LoS) of any activity provided by Council during the life of the plan. This 
exclusion includes unforeseen events that may occur during the period of the plan. In either event community 
consultation will take place during the Annual Plan process.  
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6.5.9	 Council considers this to be a ‘prudent’ approach to financial management in that it provides for assets to be 
maintained and renewed, debt levels kept reasonably conservative, and rate increases limited to an affordable 
level now and in future. 

6.6	 Funding of Depreciation 

	 In the interests of both ‘rates affordability’ and the sustainability of the District’s communities, Council has 
resolved (pursuant to Section 100(2) LGA 2002) that over the next ten years it intends:
a.	 Not to fund depreciation on some specific assets being some community halls and Housing for Elderly. 

This is because Council has considered that future renewals would be from community sources or 
through raising new debt.  These facilities are community occupied, have a life in excess of 50 years and 
renewals would be dependent on the choices of the future generations. The amount of depreciation not 
funded in 2012/13 is $82,828.

b.	 To defer $871,323 of depreciation on some newly built assets for the Te Kuiti Waste Water Treatment 
Plant in Years 2, 3 and 4 of the 2012-22 LTP, but then fully recovering that unfunded depreciation in 
Years 6 – 10 at approximately $174,265 per annum. Council has primarily considered this from an 
affordability perspective for the current ratepayers. Council considers this fair and equitable since the 
current ratepayers are carrying the debt servicing costs anyway.  Council considers the risk in this 
approach to be low since the assets are new and the probability of failure is low.

c.	 Fund depreciation on some brand new assets only to the level required to meet annual loan repayments 
because Council does not intend to build up surplus depreciation reserves in the initial 3 years on brand 
new assets with extended lives. The amount of depreciation not funded in 2012/13 is $137,677.

	 In making these decisions Council has considered the overall impact of its financial management policies, levels 	
	 of service and ensured the cash flow is positive over the life of the plan (excluding major projects). 

6.7	 Limits on Borrowing (s.101A (3) (b) (i) LGA 2002) 

6.7.1	 Council has a desire to build a better district for current and future generations. Council seeks to ensure that 
today’s ratepayers pay only for the services and assets which it currently provides to the community at large and 
not for benefits that will be received by the community at large in the future.  

6.7.2	 Loans are therefore used to fund services and assets built or provided now before new consumers use those 
services. It is used to ensure fairness or ‘intergenerational equity’. 

6.7.3	 Council will borrow to fund the total funding need in accordance with the annual plan.  Borrowing includes 
funding of short term working capital and long term capital investment.  

6.7.4	 In general terms, Council approves borrowing through the Annual Planning process with public disclosure by way 
of resolution.  Borrowing of new debt is also subject to Council approval at the time the loans are to be raised.  

6.7.5	 Over the last 10 years Council’s debt has grown by $35 million, from $10.4 million to $45.4 million. The main 
reason for that has been the use of loans to fund operating expenditure in subsidised roading. The management 
of liquidity, interest rate exposure and structured debt reductions are therefore important strategic considerations 
for Council and will form an integral part of its 2012-2022 LTP.  
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6.7.6	 Council will adopt a conservative approach to managing its finances with total borrowings limited to its ability 
to service and repay that borrowing forming part of the annual rates calculation (as determined by its limit on 
rates).

    

	

Analysis of Public Debt per Rateable Property
For the 10 Years ended 30 June 2011
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6.7.7	 Ratios based on revenue and debt servicing and debt to equity are also used for measuring a prudent borrowing 
level. Council borrowing limits are based on the following:

•	 Total interest expense will not exceed 15% of total revenue. This equates to $4.5 million as per 2011/12 
Annual Plan financials.

•	 Total borrowings will not exceed 25% of total equity.  This equates to $62.7 million as per 2011/12 
Annual Plan financials.

•	 Total borrowings must not exceed 20% of total assets.  This equates to $60.7 million as per 2011/12 
Annual Plan financials.

 
Projected Public Debt per Rateable Property 
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6.7.8	 Council’s Debt Reduction Strategy as set out in 
6.12 (below) together with projected investment 
income from Inframax Construction Limited 
(Council’s subsidiary company) from 2016/17 
onwards means that Council’s public debt is 
projected to decrease over the life of the plan 
by $8.2M (-19%) from $42.5M (projected for 
2011/12) to $34.3M.  

6.7.9	 Over the same period the total debt per rateable 
property drops from $7,490 (projected for 
2011/12) to $5,940 a decrease of $1,550 (or 
21%). 

6.7.10	 Council will only enter into borrowing agreements 
with creditworthy counterparties.  Creditworthy 
counterparties are selected on the basis of their 
Standards and Poor’s rating which must be AA- or 
better.

•	 To protect it against escalation and 
unforeseen events Council shall aim to 
maintain committed funding lines of not 
less that 105% of projected core debt. 

•	 Borrowings are limited to New Zealand 
dollars only (s.113 of the LGA 2002). 

•	 The interest rate exposures of WDC shall 
be managed according to the parameters 
detailed in the following table and shall 
apply to the projected core debt of WDC. 
Core debt is defined as that contained 
in the Annual Plan or as otherwise 
determined by the Group Manager – 
Corporate Services.

Fixed Rate Hedging Percentage

Minimum Fixed Rate 
Amount

Maximum Fixed Rate 
Amount

0 – 2 years 50% 100%

2 – 5 years 30% 80%

5 – 10 years 0% 50%

•	 To avoid a concentration of debt maturity 
dates Council will, where practicable, 
aim to have no more than 50% of debt 
subject to refinancing in any 12 month 
period.

•	 Council also utilises internal borrowing 
and transfers from reserve accounts 
which are not subject to the above limits.

•	 Deficit reserve accounts attract an annual 
interest charge based on the last 12 
months weighted average loan interest 
rate and applied to the opening balance at 
1 July each year. 

6.7.11	 Further details on how the Council’s debt is 
managed are set out in its Treasury Policy which is 
publicly available. 

6.8	 Securities for Borrowing (s.101A (3) 
(c) LGA 2002)

6.8.1	 Council borrowings are secured over annual rates 
on every rateable property within the Waitomo 
District.

6.8.2	 Under the Debenture Trust Deed, the Council 
offers deemed rates as security for general 
borrowing programmes.

6.8.3	 From time to time, security may be offered 
over specific assets with Council approval or 
infrastructural assets where special rating 
provisions apply.  

6.8.4	 Council will not borrow, underwrite or guarantee 
loans on behalf of any other person, association 
or organisation (with the exception of one existing 
guarantee to the Waitomo Caves Museum Society 
that is due to expire on 31 January 2013).

6.8.5	 The 2008 amendment of the Securities Act 1978 
(s.5A-5D) enabled Council to issue debt securities 
to raise funds for Capital Investment.  Any issue 
of debt securities must be approved by Council 
and will be in compliance with the Securities Act 
1978.

6.8.6	 Securities are not provided for Councils own 
internal borrowing.  

6.9	 Financial Investments & Equity 
Securities (s. 101A (3) (d) LGA 2002)

6.9.1	 Council is a risk adverse entity and therefore takes 
a prudent approach to managing its investments.

6.9.2	 Council seeks to achieve an acceptable rate of 
return on all its investments but recognises as a 
responsible local authority any investments that it 
does hold will be low risk and that generally lower 
risk means lower returns.

6.9.3	 Council seeks to maintain diversity in its 
investment portfolio to spread and minimise risk. 
Council generally has three types of investments:

a.	 Strategic Investments - investments 
made or held in alignment to Council’s 
strategic direction and typically retained on 
a long term basis. These include property 
investments - i.e. land and buildings 
(including subdivisions) – quarries, forestry 
and property vested in the Council.

b.	 Equity Investments - equity (ownership) 
participation in a private (unlisted) 
company (including council controlled 
organisations) or a ‘start-up’ (a company 
being created or newly created). Such 
investments may not necessarily provide a 
financial return to Council, and may be held 
for wider social, tactical and/or economic 
reasons. Council will continue to actively 
seek opportunities for a financial return 
from all such investments.
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c.	 Treasury Investments – short to medium 
term financial investments that maximise 
financial return but ensure an appropriate 
level of liquidity for forecast expenditure.

6.9.4	 Prior to making new strategic or equity 
investments Council will, on a case-by-case basis 
and taking into account the Council’s strategic 
outcomes and performance criteria, take into 
consideration:

a.	 The expected financial return.

b.	 How the investment will contribute 
in furthering the Waitomo District’s 
Community Outcomes as documented in 
the Long Term Plan.

c.	 The existing investment portfolio and how 
the proposed investment ‘fits’ in terms 
of Council’s preference to spread and 
minimise risk.

d.	 Any other consideration Council deems 
appropriate.

6.9.5	 Council’s investments will generally be monitored 
and reported through established reporting 
procedures (Quarterly and Annual Reports).

6.9.6	 For equity investments transparency and 
reporting mechanisms will be key elements in any 
governance arrangements.  The frequency and 
nature of reporting will depend on the nature and 
size of each investment.

6.9.7	 In general terms, reporting will comply with 
generally accepted accounting practice (GAAP) 
and international financial reporting standards 
(IFRS). 

 
6.10	 Capital Expenditure on Network 

Infrastructure (6.7 s.101A(3)(a)(ii) 
LGA 2002)

6.10.1	 The financial strategy must include a statement of 
the factors that are expected to have a significant 
impact on Council during the consecutive 
financial years covered by the strategy, including 
the expected capital expenditure on network 
infrastructure, flood protection, and flood control 
works that is required to maintain existing levels 
of service currently provided by Council.

	
6.10.2	 Council expects to undertake Capital expenditure 

of approximately $98.8 million on network 
infrastructure over the period covered by this 
strategy.

(1)	 Land Transport

	 The major portion of capital expenditure 
is aimed at the provision of roads and 
footpaths. Any change in the NZTA 
funding levels on this expenditure will 
have a significant impact on Council’s 
ability to proceed with the planned works.

(2)	 Stormwater 

	 Flooding is an inevitable risk in the built 
environment. The public expectation is 
increasingly that all urban stormwater 
should be drained via a piped system. 
An increase in the level of service to this 
extent will be very capital intensive and is 
deemed unaffordable at this stage.

(3)	 Water Supply

	 The 2005 New Zealand Drinking 
Water Standards and the subsequent 
amendment to the Health Act in 2007 
to give effect to the standards have 
considerably increased the standard of 
potable water Council must deliver to 
its residents in the water supply areas. 
A considerable amount of the capital 
expenditure is aimed at achieving these 
standards. 

(4)	 Wastewater

	 The single most compelling risk to the 
upgrade of the Te Kuiti wastewater 
treatment plant is that Council will lose 
a portion of the approved government 
subsidy for the capital expenditure if 
the work is not completed in time. The 
work is being undertaken to improve 
the operating requirements to meet the 
resource consent for water discharge.

6.11	 Other Significant Factors (s.101A(3)
(a)(iii) LGA 2002)

6.11.1	 The single most compelling risk to the upgrade 
of the Te Kuiti Wastewater treatment plant is 
that Council will lose a portion of the approved 
government subsidy for the capital expenditure 
if the work is not completed in time. The work 
is being undertaken to improve the operating 
requirements to meet the resource consent for 
water discharge.

	 (1)	 Land Transport

	 In 2009 an ‘Affordability Review’ was 
carried out to determine what short term 
budget cuts could be maintained to help 
with the roading catch-up. The review 
was completed and budgets reduced 
on the understanding that the network 
could not sustain the long term budget 
cuts and that the budget would have to 
be increased in about 2014 to track back 
to what was included in the 2009/19 
LTP. The network will fail if the money is 
not spent on it. There are already signs 
of deterioration after two years with a 
further two years of reduced expenditure 
through to 2015/16 planned.

		 The Land Transport AMP and also the 
RLTP submission shows expenditure 
increasing in the 2013/14 and 2014/15 
financial years with an aim of being back 
to full spend by 2015/16. This is the 
absolute maximum time period the asset 
can handle. 
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 		 Risk – this is a big operational risk that 
Council is closely managing.

(2)	 Stormwater - Te Kuiti

	 Experience and observation have shown 
that significant sections of the reticulated 
storm water is blocked or half blocked 
with rubble silt and assorted debris 
following many years of neglected 
maintenance. Short sections have been 
cleaned during the last 4 years where it 
coincided with other works.

	
	 The cost of cleaning the whole reticulation 

network is unknown but it is likely to be in 
the vicinity of $250,000.

	
	 It is mentioned in the Stormwater 

AMP that because it is regarded as 
unaffordable in the total scheme of district 
financial viability no provision is made 
for such work. We will continue to have 
short bits cleared if they cause a flooding 
problem or if it is associated with other 
work that make it a viable addition funded 
from maintenance allowance.

	 Risk is – earthquake and flooding of land 
and or buildings with associated damage.

 
(3)	 Water Supply Te Kuiti

	 Upgrade requirements of the TKWTP 
are well documented and scoped in the 
Water AMP.  The main outstanding issue 
mentioned but not addressed is that the 
river extraction point is downstream of 
an industrial area that contains two meat 
works operations, a lime works, a saw mill 
as well as a waste water collection pump 
station and other smaller operations. 

	 Ideally the extraction point should be 
moved upstream to a point above the 
industrial area. Estimated cost is in excess 
of $2 million which has not been allowed 
for in funding requests for the next 10 
years because it is deemed financially 
unaffordable in the total scheme of district 
financial viability. 

	 Risk - industrial pollution stopping the 
ability of the TKWTP to produce potable 
water. Worst case scenario is pollution 
getting through the treatment plant (i.e. 
it is not removed by treatment processes) 
seriously affecting users health. 

(4)	 Waitomo Village Water Supply

	 The Waitomo Village water supply is not a 
council supply. The area is a major tourist 
attraction with up to 600,000 visitors per 
year.

	 Risk –that an outbreak of illness amongst 
tourists caused by contaminated water 
will be laid at Council’s door. Taking over 
the ‘3 waters’ services in the Waitomo 
Village could cost the Council in the order 
$2-3 million.

(5)	 Wastewater Te Kuiti

	 A resource consent application for the 
long awaited upgrade of the Te Kuiti 
Waste Water Treatment Plant is being 
considered with land discharge (or 
similar) not the preferred option.

	 Risk - Land discharge or similar 
alternative gets enforced now or in 
10 years time at an estimated cost of 
anywhere between $2-14 million.

(6)	 Solid Waste

	 Emission Trading Scheme (ETS) charges 
being enforced from 2013 could cause 
landfill to become even less financially 
viable then it is at present.  

	 Risk - Servicing cost sunk into 
development of the landfill while funding 
waste minimisation and disposal will 
increase the financial burden significantly. 
Mentioned in SWaMMP where it is stated 
it will be readdressed in 2014 when the 
picture is clearer.

(7)	 Change(s) in Central Government 
Policy and Legislation

	 Changes in government policies or 
legislation are likely to impact on local 
government income or expenditure.  
Indications are that further reforms 
of local government are also on the 
government’s agenda.

	 Risk – reductions in central government 
subsidies, and/or increases in local 
government expenditure as a result of 
changes in central government policies 
or legislation may detrimentally affect 
Council’s ability to maintain or increase 
existing levels of service and provide for 
future growth.

	 The impact of possible reforms in 
local government is not able to be 
quantified at this time and consequently 
is not recognised in the 2012-2022 
LTP.  Those reforms may result in the 
disestablishment of regional councils and 
establishment of unitary authorities or 
more ‘super’ councils similar to Auckland 
City.  The amalgamation of some local 
authorities is also possible. 
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(8)	 Financial Exposure to Natural 
Disaster

	 The financial consequences of the 2010 
and 2011 Canterbury earthquakes on the 
insurance market in particular have been 
extremely severe.

	 Risk - that the Council may not be 
able to purchase affordable disaster 
recovery insurance cover, or set aside 
sufficient funds to self-insure, in order 
to protect the District’s infrastructure 
(e.g. reticulated water, stormwater and 
sewerage systems).

    
(9)	 Performance of Subsidiary Company 

	 Council’s subsidiary company (Inframax 
Construction Ltd) received additional 
equity from Council during the 2011/12 
financial year and has undergone major 
restructuring, including a new Board of 
Directors, a new Chief Executive and 
rationalisation of its staffing levels and 
operating bases.

	 Risk -	 the company operates in a 
highly competitive environment and it 
is possible that the company may not 
be able to trade profitably enough to 
sustain an ongoing operation.  In that 
event, projected income to Council from 
dividends and/or subvention payments 
will be lost and will affect Council’s Debt 
Reduction Strategy (refer 6.11.2(g) 
below).  

	 Because Inframax is a limited liability 
company, should it be necessary for the 
company be liquidated, Council considers 
any exposure to company losses would 
be minimal.  It is possible however that 
Council could be subjected to claims from 
the company’s bank, lease companies 
and creditors.  This is not able to be 
quantified and has not been recognised in 
the Council’s financial projections for the 
2012-2022 LTP.

6.12	 Debt Reduction Strategy

6.12.1	 Although not a specific requirement of the LGA, 
Council has indicated that it wishes to clearly 
identify its Debt Reduction Strategy in the LTP. 
Council’s current Treasury Policy contains a 
section on debt repayment, however, as it is now 
discretionary whether or not to include investment 
and liability management policies in the LTP the 
financial strategy appears to be the logical place 
to include Council’s Debt Reduction Strategy so 
ensuring the disclosure is made.

a.	 The objective of managing debt 
repayment is to ensure that Council 
is able to repay debt on maturity with 
minimum impact on Council operations.

b.	 Borrowings will be repaid as it falls due 
in accordance with the applicable loan 
agreement. Subject to borrowing limits, a 
loan may be rolled over or re-negotiated 
as and when appropriate.

c.	 All borrowings (with the exception 
of loans raised to establish Council’s 
subsidiary company) are deemed to be 
corporate borrowings.  Debt repayments 
will be made from funds raised specifically 
for the repayment of debt, general funds 
and the proceeds from asset sales.  Funds 
derived from any asset sales are applied 
first to offset borrowing in the relevant 
activity from which the asset is sold.

d.	 The cost of capital is spread over 
significant activities using internal loans.  
Internal loans are raised to cover the 
economic life of capital projects to a 
maximum of 30 years for infrastructural 
assets and 15 years for other assets. 

 
6.12.2	 It is therefore intended to structure Council’s Debt 

Reduction Strategy in the following manner: 

a.	 Council’s total rate requirement for each 
year of the plan will first be determined;

b.	 A loan repayment amount equivalent to 
1% of that total rate funding requirement 
will be calculated and included in the 
rate strike for that financial year. (For 
clarification, that means that if the initial 
rate strike indicated an increase of say 
4.00% that will increase to 5.00%); 

c.	 The value of the 1% will be funded on a 
50/50 split between the General Rate and 
UAGC for the purpose of paying down 
capital debt;

d.	 The funding treatment (above) will be 
applied to each year’s forecast in the 
2012-22 LTP. In other words, the effect 
of the policy will serve to compound the 
value of the fund through the annual 
application of an additional 1% in the 
value of the dedicated rate.
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	 (N.B. The targeted Debt Reduction Strategy will be kept under review through the statutory review 
process. That review process may result in the funding mechanism either being accelerated, decelerated 
or even discontinued at any time so determined by Council).

e.	 The income derived through this targeted rate will be accounted for separately and the accumulated fund 
used solely for the purpose of debt repayment.

f.	 Council has decided to commence the Debt Reduction Strategy in 2015/16 (Year 4) of the Plan.

g.	 Council has decided that all dividend and/or subvention income from its subsidiary company (Inframax 
Construction Ltd) will be used to repay debt and not used to offset rates required in any year of the 
2012-2022 LTP.

	
	 If for some reason dividend and/or subvention income projected from Year 5 (2016/17) onwards from 

ICL is not received, the following table 1.7 highlights the likely effect on Council’s Debt Reduction 
Strategy:

Table 1.7

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

Debt Reduction (incl ICL dividend) 665 1,588 2,266 3,210 2,750 2,494 4,805

Debt Reduction (excl ICL dividend) 665 1,249 1,916 2,850 2,380 2,113 4,414

h.	 The priority for debt to be repaid will be the debt raised for roading purposes.

(Council has prepared its financial strategy using supporting statistical data from reputable sources – e.g. Statistics NZ, 
NZTA, BERL Economics, Infometrics Ltd, banking institutions – together with in-house staff expertise and knowledge of 
the District.)
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Summary of Estimated Revenue and Expenses Statement

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

2011-2012
2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Operating Income

Community and 
Cultural 
Sustainability

(1,351) (1,473) (1,517) (1,623) (1,417) (1,809) (1,902) (1,923) (1,987) (2,096) (2,126)

Environmental 
Sustainability

(6,241) (1,677) (1,956) (2,058) (2,073) (2,127) (2,193) (2,273) (2,336) (2,402) (2,463)

Economic 
Sustainability

(6,832) (7,330) (7,101) (7,250) (7,747) (8,478) (8,770) (9,082) (9,363) (9,665) (9,931)

Total Income (14,424) (10,480) (10,574) (10,931) (11,237) (12,414) (12,865) (13,278) (13,686) (14,163) (14,520)

Direct Operating 
Expenditure

Community and 
Cultural 
Sustainability

7,489 7,646 8,395 8,687 8,624 8,791 8,941 8,965 9,159 9,610 9,649

Environmental 
Sustainability

5,054 5,156 6,121 6,612 6,953 7,082 7,261 7,496 7,633 7,864 7,989

Economic 
Sustainability

10,613 10,559 11,094 11,923 12,462 13,152 13,689 14,322 14,852 15,370 15,933

Total Direct 
Expenditure

23,156 23,361 25,610 27,222 28,039 29,025 29,891 30,783 31,644 32,844 33,571

Net Operating 
Cost/ (Surplus)

8,732 12,881 15,036 16,291 16,802 16,611 17,026 17,505 17,958 18,681 19,051

Capital 
Expenditure

Community and 
Cultural 
Sustainability

594 810 762 725 728 360 448 437 209 197 221

Environmental 
Sustainability

7,589 5,583 1,121 1,942 800 697 759 700 1,669 774 855

Economic 
Sustainability

5,979 7,060 7,421 7,051 6,745 7,488 8,088 8,155 8,402 9,759 8,791

Total Capital 
Expenditure

14,162 13,453 9,304 9,718 8,273 8,545 9,295 9,292 10,280 10,730 9,867

Net Expenditure 22,894 26,334 24,340 26,009 25,075 25,156 26,321 26,797 28,238 29,411 28,918

Funded By

External Loan 
Repayments

0 0 0 0 190 534 549 564 576 592 604

Internal Loans Drawn (4,274) (7,175) (3,873) (4,081) (2,205) (1,886) (1,981) (1,810) (2,614) (2,857) (1,771)

Reserves (3,132) (2,839) (3,008) (3,142) (2,835) (2,450) (2,268) (2,196) (2,028) (2,042) (1,714)

General Rates (2,993) (2,130) (2,276) (2,328) (2,560) (2,712) (2,830) (2,842) (2,995) (3,039) (3,167)

UAGC (2,999) (3,878) (4,095) (4,350) (4,615) (4,842) (5,250) (5,243) (5,417) (5,733) (6,014)

Target Rates (9,496) (10,312) (11,088) (12,108) (13,050) (13,800) (14,541) (15,270) (15,760) (16,332) (16,856)

Total Funding (22,894) (26,334) (24,340) (26,009) (25,075) (25,156) (26,321) (26,797) (28,238) (29,411) (28,918)

Depreciation and 
Amortisation

4,239 4,420 4,825 4,840 5,138 5,355 5,739 6,151 6,528 6,863 7,293

Gross proceeds from 
Asset Sales

0 (100) (103) (106) (110) (113) (117) (120) (123) (127) (130)
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Summary of Estimated Revenue and Expenses Statement for 
Community and Cultural Sustainability

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Operating 
Income

Leadership (369) (454) (472) (524) (515) (877) (944) (942) (979) (1,058) (1,061)

Community 
Services

(340) (390) (409) (425) (436) (450) (461) (471) (484) (498) (510)

Community 
Development

(250) (227) (214) (237) (16) (17) (18) (18) (18) (19) (20)

Regulation (392) (402) (422) (437) (450) (465) (479) (492) (506) (521) (535)

Total Income (1,351) (1,473) (1,517) (1,623) (1,417) (1,809) (1,902) (1,923) (1,987) (2,096) (2,126)

Direct Operating 
Expenditure

Leadership 2,505 2,653 3,040 3,313 3,217 3,298 3,294 3,179 3,209 3,456 3,309

Community 
Services

3,221 3,047 3,323 3,429 3,377 3,421 3,493 3,595 3,682 3,849 3,940

Community 
Development

964 1,224 1,288 1,191 1,229 1,268 1,305 1,342 1,375 1,414 1,455

Regulation 799 722 744 754 801 804 849 849 893 891 945

Total Direct 
Expenditure

7,489 7,646 8,395 8,687 8,624 8,791 8,941 8,965 9,159 9,610 9,649

Net Operating 
Cost/ (Surplus)

6,138 6,173 6,878 7,064 7,207 6,982 7,039 7,042 7,172 7,514 7,523

Capital 
Expenditure

Community 
Services

594 809 762 725 728 360 448 437 209 197 221

Community 
Development

0 1 0 0 0 0 0 0 0 0 0

Total Capital 
Expenditure

594 810 762 725 728 360 448 437 209 197 221

Net Expenditure 6,732 6,983 7,640 7,789 7,935 7,342 7,487 7,479 7,381 7,711 7,744

Funded By

External Loans 0 0 0 0 190 534 549 564 576 592 604

Internal Loans (222) (449) (733) (621) (699) (504) (209) (301) (127) (111) (133)

Reserves (668) (468) (469) (434) (138) 323 401 488 703 703 1,086

General Rates (2,899) (2,064) (2,215) (2,264) (2,494) (2,646) (2,763) (2,773) (2,924) (2,967) (3,093)

UAGC (2,661) (3,579) (3,787) (4,020) (4,274) (4,487) (4,880) (4,854) (5,013) (5,319) (5,584)

Target Rate (282) (423) (436) (450) (520) (562) (585) (603) (596) (609) (624)

Total Funding (6,732) (6,983) (7,640) (7,789) (7,935) (7,342) (7,487) (7,479) (7,381) (7,711) (7,744)

Depreciation and 
Amortisation

563 585 658 534 517 504 519 533 550 561 565

Gross proceeds 
from Asset Sales

0 (100) (103) (106) (110) (113) (117) (120) (123) (127) (130)
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Summary of Estimated Revenue and Expenses Statement for 
Environmental Sustainability

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Operating 
Income

Solid Waste 
Management

(933) (1,069) (1,147) (1,180) (1,156) (1,192) (1,229) (1,263) (1,298) (1,336) (1,372)

Stormwater (2) 0 0 0 0 0 0 0 0 0 0

Resource 
Management

(85) (73) (83) (86) (89) (92) (95) (97) (100) (103) (106)

Sewerage (5,221) (535) (726) (792) (828) (843) (869) (913) (938) (963) (985)

Total Income (6,241) (1,677) (1,956) (2,058) (2,073) (2,127) (2,193) (2,273) (2,336) (2,402) (2,463)

Direct Operating 
Expenditure

Solid Waste 
Management

2,039 1,954 2,128 2,328 2,450 2,496 2,566 2,606 2,652 2,776 2,804

Stormwater 392 380 395 419 475 494 514 541 552 573 594

Resource 
Management

210 191 191 196 203 204 209 215 220 225 232

Sewerage 2,413 2,631 3,407 3,669 3,825 3,888 3,972 4,134 4,209 4,290 4,359

Total Direct 
Expenditure

5,054 5,156 6,121 6,612 6,953 7,082 7,261 7,496 7,633 7,864 7,989

Net Operating 
Cost/ (Surplus)

(1,187) 3,479 4,165 4,554 4,880 4,955 5,068 5,223 5,297 5,462 5,526

Capital 
Expenditure

Solid Waste 
Management

147 6 96 852 55 62 59 61 987 69 131

Stormwater 24 127 111 136 130 157 178 169 183 179 194

Sewerage 7,418 5,450 914 954 615 478 522 470 499 526 530

Total Capital 
Expenditure

7,589 5,583 1,121 1,942 800 697 759 700 1,669 774 855

Net Expenditure 6,402 9,062 5,286 6,496 5,680 5,652 5,827 5,923 6,966 6,236 6,381

Funded By

Loans (2,968) (5,443) (957) (1,794) (669) (535) (582) (531) (1,485) (590) (661)

Reserves (252) (278) (665) (615) (394) (199) (33) (10) (13) (48) (37)

General Rates (94) (66) (61) (64) (66) (66) (67) (69) (71) (72) (74)

UAGC (94) (66) (61) (64) (66) (66) (67) (69) (71) (72) (74)

Targeted Rates (2,994) (3,209) (3,542) (3,959) (4,485) (4,786) (5,078) (5,244) (5,326) (5,454) (5,535)

Total Funding (6,402) (9,062) (5,286) (6,496) (5,680) (5,652) (5,827) (5,923) (6,966) (6,236) (6,381)

Depreciation and 
Amortisation

886 1,033 1,258 1,307 1,408 1,454 1,502 1,548 1,597 1,705 1,753
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Summary of Estimated Revenue and Expenses Statement for 
Economic Sustainability

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Operating 
Income

Water Supply (1,266) (1,686) (1,388) (726) (786) (815) (837) (875) (903) (958) (990)

Roads and 
Footpaths

(5,566) (5,644) (5,713) (6,524) (6,961) (7,663) (7,933) (8,207) (8,460) (8,707) (8,941)

Total Income (6,832) (7,330) (7,101) (7,250) (7,747) (8,478) (8,770) (9,082) (9,363) (9,665) (9,931)

Direct Operating 
Expenditure

Water Supply 1,910 1,938 2,125 2,411 2,568 2,640 2,694 2,790 2,855 3,000 3,078

Roads and 
Footpaths

8,703 8,621 8,969 9,512 9,894 10,512 10,995 11,532 11,997 12,370 12,855

Total Direct 
Expenditure

10,613 10,559 11,094 11,923 12,462 13,152 13,689 14,322 14,852 15,370 15,933

Net Operating 
Cost/ (Surplus)

3,781 3,229 3,993 4,673 4,715 4,674 4,919 5,240 5,489 5,705 6,002

Capital 
Expenditure

Water Supply 1,193 2,205 2,529 1,150 182 162 487 253 256 1,388 187

Roads and 
Footpaths

4,786 4,855 4,892 5,901 6,563 7,326 7,601 7,902 8,146 8,371 8,604

Total Capital 
Expenditure

5,979 7,060 7,421 7,051 6,745 7,488 8,088 8,155 8,402 9,759 8,791

Net Expenditure 9,760 10,289 11,414 11,724 11,460 12,162 13,007 13,395 13,891 15,464 14,793

Funded By

Internal Loans (1,084) (1,283) (2,183) (1,666) (837) (847) (1,190) (978) (1,002) (2,156) (977)

Reserves (2,212) (2,093) (1,874) (2,093) (2,303) (2,574) (2,636) (2,674) (2,718) (2,697) (2,763)

UAGC (244) (233) (247) (266) (275) (289) (303) (320) (333) (342) (356)

Target Rate (6,220) (6,680) (7,110) (7,699) (8,045) (8,452) (8,878) (9,423) (9,838) (10,269) (10,697)

Total Funding (9,760) (10,289) (11,414) (11,724) (11,460) (12,162) (13,007) (13,395) (13,891) (15,464) (14,793)

Depreciation and 
Amortisation

2,790 2,802 2,909 2,999 3,213 3,397 3,718 4,070 4,381 4,597 4,975
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Prospective Balance Sheet as at 30 June 

$000’s

AP YEAR 1* YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Public Equity

Retained Earnings 197,482 199,518 201,880 204,958 208,527 213,310 218,401 223,305 228,324 233,777 238,729

Council Created 
Reserves

2,516 2,765 2,826 2,243 2,097 2,057 2,561 3,507 4,702 5,672 7,706

Available for Sale 
Reserves

0 4 4 4 4 4 4 4 4 4 4

Hedging Reserve 0 (101) (101) (101) (101) (101) (101) (101) (101) (101) (101)

Revaluation Reserves 50,911 50,265 50,265 71,401 71,401 71,401 104,486 104,486 104,486 142,332 142,332

250,909 252,451 254,874 278,505 281,928 286,671 325,351 331,201 337,415 381,684 388,670

Current Assets

Cash and Cash 
Equivalents

794 100 100 100 100 100 100 100 100 100 100

Other Financial Assets 2 2 2 2 2 2 2 2 2 2 2

Inventories 31 36 37 38 39 40 42 43 44 45 47

Land Subdivsion
Inventories

0 1,146 1,067 985 900 813 723 631 536 438 338

Trade and Other 
Receivables

3,416 4,630 4,791 4,953 5,124 5,300 5,472 5,638 5,804 5,986 6,162

Total Current Assets 4,243 5,914 5,997 6,078 6,165 6,255 6,339 6,414 6,486 6,571 6,649

Current Liabilities

Trade and Other 
Payables

3,361 3,629 3,748 3,863 3,986 4,114 4,238 4,358 4,477 4,606 4,732

Current Portion of 
Borrowings

1,133 5,200 5,200 671 1,600 2,281 3,225 2,766 2,512 4,825 5,000

Provisions 54 51 51 51 51 51 51 51 51 51 51

Employee Entitlements 395 456 471 485 501 517 532 547 562 579 595

Derivative Financial 
Instruments

0 118 118 118 118 118 118 118 118 118 118

Total Current 
Liabilities

4,943 9,454 9,588 5,188 6,256 7,081 8,164 7,840 7,720 10,179 10,496

Net Working Capital (700) (3,540) (3,591) 890 (91) (826) (1,825) (1,426) (1,234) (3,608) (3,847)

Non Current Assets

Property, Plant & 
Equipment

295,346 298,242 302,515 328,423 331,237 334,449 370,914 373,618 377,149 418,981 421,228

Intangible Assets 0 80 80 85 85 85 93 93 93 101 101

Forestry Assets 75 39 39 39 39 39 39 39 39 39 39

Investment Property 596 648 657 657 657 657 657 657 657 657 657

Shares - NZ Local 
Government Insurance 
Corporation Ltd

0 20 20 20 20 20 20 20 20 20 20

Shares - Inframax 
Construction Ltd

0 800 800 800 800 800 800 800 800 800 800

Other Financial Assets 34 21 19 17 15 13 11 9 7 6 5

Derivative Financial 
Instruments

0 54 54 54 54 54 54 54 54 54 54

Total Non Current 
Assets

296,051 299,904 304,184 330,095 332,907 336,117 372,588 375,290 378,819 420,658 422,904

Non Current 
Liabilities

Borrowings 43,509 42,886 44,690 51,449 49,855 47,585 44,375 41,624 39,129 34,323 29,342

Employee 
Entitlements

69 61 63 65 67 69 71 73 75 77 79

Provisions 864 928 928 928 928 928 928 928 928 928 928

Derivative Financial 
Instruments

0 38 38 38 38 38 38 38 38 38 38

Total Non Current 
Liabilities

44,442 43,913 45,719 52,480 50,888 48,620 45,412 42,663 40,170 35,366 30,387

Net Assets 250,909 252,451 254,874 278,505 281,928 286,671 325,351 331,201 337,415 381,684 388,670
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Prospective Comprehensive Income Statement for years
ending 30 June

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Revenue

Subsidies 10,462 6,569 6,290 6,315 6,747 7,445 7,709 7,978 8,227 8,468 8,697

Investment 
Income

16 5 5 5 5 346 356 366 376 387 398

Rates Revenue 
(Including 
Penalties)

15,764 16,630 17,780 19,117 20,567 21,707 22,983 23,728 24,554 25,495 26,441

Water By Meter 
Rates

521 562 608 726 786 815 838 875 903 959 990

Fees and Charges 3,153 3,030 3,348 3,560 3,365 3,464 3,603 3,694 3,804 3,961 4,039

Gains/Loss on 
Revaluation of 
Investment 
Properties

13 10 9 0 0 0 0 0 0 0 0

Total Revenue 29,929 26,806 28,040 29,723 31,470 33,777 35,489 36,641 37,864 39,270 40,565

Expenditure

Employee Benefit 
Expenses

2,968 3,037 3,223 3,343 3,433 3,523 3,606 3,685 3,775 3,868 3,961

Depreciation and 
Amortisation

4,387 4,704 5,147 5,115 5,438 5,679 6,083 6,546 6,897 7,244 7,736

Finance Costs 2,964 2,775 3,191 3,627 3,797 3,803 3,757 3,827 3,737 3,706 3,582

Other 
Expenditure

12,854 12,851 14,056 15,143 15,379 16,029 16,448 16,733 17,241 18,029 18,300

Total Expenditure 23,173 23,367 25,617 27,228 28,047 29,034 29,894 30,791 31,650 32,847 33,579

Surplus/(Deficit)  
Before Tax

6,756 3,439 2,423 2,495 3,423 4,743 5,595 5,850 6,214 6,423 6,986

Less Taxation 
Expense

0 0 0 0 0 0 0 0 0 0 0

Net Surplus/
(Deficit)

6,756 3,439 2,423 2,495 3,423 4,743 5,595 5,850 6,214 6,423 6,986

Other Comprehensive Income

Gains/(Loss) on 
Revaluation of 
Plant, Property 
and Equipment

0 0 0 21,136 0 0 33,085 0 0 37,846 0

Total 
Comprehensive 
Income for the 
Year

6,756 3,439 2,423 23,631 3,423 4,743 38,680 5,850 6,214 44,269 6,986
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Prospective Statement of Recognised Income and Expenses 
for the years ending 30 June

$000’s

AP YEAR 1* YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Balance at 1 July 244,153 249,012 252,451 254,874 278,505 281,928 286,671 325,351 331,201 337,415 381,684

Financial Assets at Fair Value through equity valuation (losses) taken to equity

Property, Plant and 
Equipment Gains

0 0 0 21,136 0 0 33,085 0 0 37,846 0

Net Income 
Recognised 
Directly in Equity

0 0 0 21,136 0 0 33,085 0 0 37,846 0

Net Surplus/(Deficit) 
for the Year

6,756 3,439 2,423 2,495 3,423 4,743 5,595 5,850 6,214 6,423 6,986

Total Recognised 
Income for the 
year Ended 30 
June

6,756 3,439 2,423 2,495 3,423 4,743 5,595 5,850 6,214 6,423 6,986

Balance at 30 June 250,909 252,451 254,874 278,505 281,928 286,671 325,351 331,201 337,415 381,684 388,670
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Prospective Cashflow Statement for the years ending 30 June

$000’s

AP YEAR 1* YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Cash flow from 
Operating 
Activities

Provided from

Rates Revenue 
Including Penalties

15,528 16,630 17,618 18,956 20,396 21,531 22,811 23,562 24,387 25,313 26,265

Subsidies and Grants 10,462 6,569 6,290 6,315 6,747 7,445 7,709 7,978 8,227 8,468 8,697

Property Rentals 319 402 427 460 479 499 518 537 563 591 620

Petrol Tax 129 129 133 138 142 145 150 154 159 163 168

Interest from 
Investments

16 5 5 5 5 6 6 6 6 6 7

Other Revenue 3,239 3,060 3,395 3,689 3,530 3,634 3,774 3,878 3,986 4,165 4,241

Dividend and 
Subvention Receipts

0 0 0 0 0 340 350 360 370 381 391

29,693 26,795 27,868 29,563 31,299 33,600 35,318 36,475 37,698 39,087 40,389

Applied to

Payments to Suppliers 
and Employees

15,340 15,438 16,679 17,785 18,083 18,850 19,282 19,624 20,209 21,004 21,424

Elected Members 235 259 267 323 284 293 355 311 319 386 338

Interest Paid on 
Borrowings

2,964 2,775 3,191 3,627 3,797 3,803 3,757 3,827 3,737 3,706 3,582

18,539 18,472 20,137 21,735 22,164 22,946 23,394 23,762 24,265 25,096 25,344

Net cash flows from 
operating activities

11,154 8,323 7,731 7,828 9,135 10,654 11,924 12,713 13,433 13,991 15,045

Cash flow from 
investing activities

Applied to

Purchase and Devel-
opment of Property, 
Plant and Equipment

14,595 13,906 9,537 10,060 8,472 9,067 9,660 9,505 10,686 11,499 10,240

Provided from

Repayment from 
Advance to 
Community Groups

0 2 2 2 2 2 2 2 2 1 1

Net cash flow from 
investing activities

14,595 13,904 9,535 10,058 8,470 9,065 9,658 9,503 10,684 11,498 10,239

Cash flow from 
financing activities

Provided from

Proceeds from 
Borrowings

4,274 10,781 7,004 7,430 0 0 0 0 0 0 0

Applied to

Repayment of 
Borrowings

1,133 5,200 5,200 5,200 665 1,589 2,266 3,210 2,749 2,493 4,806

Net cash flow 
financing activities

3,141 5,581 1,804 2,230 (665) (1,589) (2,266) (3,210) (2,749) (2,493) (4,806)

Net increase/
(decrease) in cash 

(300) 0 0 0 0 0 0 0 0 0 0

Cash at start of period 1,094 100 100 100 100 100 100 100 100 100 100

Balance of cash at 
end of year

794 100 100 100 100 100 100 100 100 100 100

Cash and cash 
equivalents

794 100 100 100 100 100 100 100 100 100 100
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Prospective Statement of Reserve Fund Movements for the 
years ending 30 June

$000’s

AP YEAR 1* YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Balance 1 July 2,683 2,687 2,765 2,826 2,243 2,097 2,057 2,561 3,507 4,702 5,672

Transfer to/from 
Reserves

(171) 78 61 (583) (146) (40) 504 946 1,195 970 2,034

Council Created 
Reserves

2,512 2,765 2,826 2,243 2,097 2,057 2,561 3,507 4,702 5,672 7,706

Prospective Statement of Public Debt for the years ending 30 June

$000’s

AP YEAR 1* YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

Balance 1 July 41,501 42,505 48,086 49,890 52,120 51,455 49,866 47,600 44,390 41,641 39,148

Loans Raised 4,274 10,781 7,004 7,430 0 0 0 0 0 0 0

Loans Repaid (1,133) (5,200) (5,200) (5,200) (665) (1,589) (2,266) (3,210) (2,749) (2,493) (4,806)

Balance 30 June 44,642 48,086 49,890 52,120 51,455 49,866 47,600 44,390 41,641 39,148 34,342

Loans raised or repaid in the Public Debt, Cashflow and Balance Sheet Prospective Statements are based on budgeted cashflow requirements, which includes 
working capital considerations, and do not equate to either the internal loans drawn or the  external loan repayments shown in the Funding Impact Statement or 
the Summary of Estimated Revenue and Expenses Statement.

Reconciliation of Summary Cost of Service Statement to 
Prospective Comprehensive Income Statement

$000’s

AP YEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10
2011-
2012

2012-
2013

2013-
2014

2014-
2015

2015-
2016

2016-
2017

2017-
2018

2018-
2019

2019-
2020

2020-
2021

2021-
2022

From Estimated Revenue and Expenses Statement

Net Operating Cost/
Surplus

8,732 12,881 15,036 16,291 16,802 16,611 17,026 17,505 17,958 18,681 19,051

Plus Rates 
Revenue:

General Rates (2,993) (2,130) (2,276) (2,328) (2,560) (2,712) (2,830) (2,842) (2,995) (3,039) (3,167)

UAGC (2,999) (3,878) (4,095) (4,350) (4,615) (4,842) (5,250) (5,243) (5,417) (5,733) (6,014)

Targeted Rates (9,496) (10,312) (11,088) (12,108) (13,050) (13,800) (14,541) (15,270) (15,760) (16,332) (16,856)

Net (Surplus)/
Deficit

(6,756) (3,439) (2,423) (2,495) (3,423) (4,743) (5,595) (5,850) (6,214) (6,423) (6,986)

From Prospective Comprehensive Income Statement

Net Surplus/
(Deficit)

6,756 3,439 2,423 2,495 3,423 4,743 5,595 5,850 6,214 6,423 6,986

Variance 0 0 0 0 0 0 0 0 0 0 0

Note: the columns identified with * indicate that the 1 July 2012 opening balances reflect the projected closing balances at 30 June 2012. Those balances are based 
on current financial data and are not the closing balances from the 2011/12 Annual Plan (which represent Council’s estimates at the time of developing the Annual 
Plan).



Waitomo District Council - Long Term Plan 2012-2022
113

Introduction
Council is required under Schedule 10(15) of the Local 
Government Act 2002 (LGA) to adopt a Funding Impact 
Statement. The Funding Impact Statement provides a 
summary of Council’s funding sources over the 10 year 
period as well as the detailed rate requirement for the 
2012/13 financial year. The Funding Impact Statement 
represents the fiscal outcome from the Revenue and 
Financing Policy. The Revenue and Financing Policy is 
located in Section E of this 2012-2022 LTP.

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 (3)(a)) and LGRA (Section 
85).  It includes the objectives of the remissions targeting 
each of social, cultural, environmental and economic well-
beings. Remissions categories include non-contiguous 
properties, clubs and societies, new subdivisions, Council 
properties and Maori land. 

The value of these remissions is $260,000 for 2012/13 
year, rising to $339,040 in 2021/22. (Please note 
$260,000 un-inflated over 10 years).

Postponements

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

Reconciliation of Rates adjustment 
between General Rate and UAGC

Year 1 2012-13

General 
Rate

UAGC

$000’s $000’s

As per Summary of Estimated 
Revenue and Expenses 
Statement (page 104)

 2,130 3,878

* Section 101(3)(b) Adjustment  799 -799

Subtotal  2,929  3,079

Add - GST @ 15%  438 463

Total Requirement 
(incl GST) 
(as per Sections 3 and 4 - 
Funding Impact Statement)

 3,367 3,542

* See 1. Statement of Funding Sources

Separately Used or Inhabited Part of a 
Rating Unit
In accordance with Schedule 3 (7) of the Local 
Government (Rating) Act 2002 the Council has resolved 
that the basis of calculating liability for certain targeted 
uniform annual charges (TUACs), will be the number of 
‘separately used or inhabited parts’ (SUIPs) of rating units.  

Council levies TUACs in all rating areas of the District on a 
SUIP basis for provision of:
•	 Water Supplies
•	 Sewerage Systems
•	 Solid Waste Management
•	 Solid Waste Collection
•	 Unsubsidised Roading
•	 Te Kuiti Swimming Pool
•	 Marokopa Community Centre
•	 Uniform Annual General Charge (UAGC).

Definition

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.

1.	 STATEMENT OF FUNDING SOURCES

The table on the following page provides a summary of 
the funding sources for 2012/13. 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.

The Statement of Funding Sources and the associated 
Funding Impact Statement provide for an overall funding 
adjustment. That adjustment is made in the interests of 
Community Well-being (as provided for by section 101 (3) 
(b) of the Local Government Act 2002) and applies only to 
the 2012/13 financial year. This adjustment results in the 
transfer of $799,231* from the Uniform Annual General 
Charge to the General Rate in an effort to maintain a 
funding equity between urban and rural ratepayers within 
the Waitomo District and their respective contribution to 
those services with a high element of public good.

2.	 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 over the life of the LTP. The Funding Cap for 
the 2012/13 year is 22.8%. For the nine remaining years 
of the Long Term Plan the Funding Cap does not exceed 
28.2% and is not less than 27.1%.

Funding Impact Statement
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3.	 GENERAL RATE

Description and Use

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

The General Rate will contribute to the funding of:

•	 Leadership
•	 Investments
•	 Leased Reserves
•	 District Libraries
•	 District Swimming Pool
•	 Arts Culture and Heritage
•	 Aerodrome
•	 Public Facilities
•	 Community Service
•	 District Development
•	 Regulation & Safety
•	 Waste Minimisation
•	 Resource Management
 
Requirement in 2012/13 (incl. GST)

Rate per 
$100 capital 

value

Total Revenue 
Requirement 

($000)

General Rate District (CV) 0.10939 3,367

4.	 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:

•	 Governance: Leadership and Investments
•	 Parks and Reserves
•	 District Libraries
•	 District Swimming Pool
•	 Arts, Culture and Heritage
•	 Public Facilities
•	 Community Development
•	 Regulation and Safety
•	 Solid Waste
•	 Resource Management
•	 Waste Minimisation
•	 Subsidised Roading
•	 Housing and Other Property

Requirement in 2012/13 (incl. GST)

Uniform Annual
General Charge

Charge Total Revenue 
Requirement 

($000)

UAGC 650 3,542

5.	 TARGETED RATES

Description and Use
	
Targeted Rates are set on rateable assessments 
differentiated by some factor, such as geographic location 
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.

5.1	 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.

The following location definitions for the respective rating 
areas will apply:

1.	 Te Kuiti Urban 
Rating Area

All rating units situated within the 
Te Kuiti Urban Ward as defined by 
the Basis of Election for the 2010 
Triennial Elections.

2.	 Te Kuiti 
Urban and       
Periphery 
Rating Area

All rating units situated within a 
5km radius, all around, from the 
Information Centre (deemed to 
be the centre of town), in Te Kuiti. 
(Refer Appendix One)

3.	 Rural Rating 
Area

All rating units situated within the 
Rural Ward as defined by the Basis 
of Election for the 2010 Triennial 
Elections.

4.	 Piopio Wider 
Benefit Rating 
Area

All rating units situated in the 
rural areas around Piopio Township 
that are deemed to indirectly 
benefit from the Piopio Sewerage 
reticulation network.
(Refer Appendix Two)

(a)	 Targeted Services TUAC - Te Kuiti Urban 		
	 Rating Area

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 
Unsubsidised 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).
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Requirement in 2012/13 (incl. GST)

Targeted Services 
TUAC

Charge Total Revenue 
Requirement 

($000)

Te Kuiti Urban and 
Periphery

$178 412

Rural $34 108

(b)	 Targeted Services TUAC - Piopio Wider 		
	 Benefit Rating Areas

Council will set a Targeted Services TUAC on every 
separate rating unit situated within the Piopio Wider 
Benefit Rating Area to assist the funding of the sewerage 
reticulation networks in Piopio.  The rationale for use of 
this rate is contained in the Revenue and Financing Policy.

Requirement in 2012/13 (incl. GST)

Targeted Services 
TUAC

Charge Total Revenue 
Requirement 

($000)

TUAC $29 16

(c)	 Targeted Services TUAC – Piopio Township 	
	and Piopio Wider Benefit Rating Areas 
(Piopio Retirement Trust Inc.)

Council will set a Targeted Services TUAC on every rating 
unit situated within the Piopio Township and the Piopio 
Wider Benefit Rating Area to fund the support of the 
continued delivery of elderly housing accommodation 
services provided by the Piopio Retirement Trust Inc. 
through the remission of service charges. The rationale for 
use of this rate is contained in the Revenue and Financing 
Policy.

Requirement in 2012/13 (incl. GST)

Targeted Services 
TUAC

Charge Total Revenue 
Requirement 

($000)

TUAC $21 16

(d)	 Stormwater TUAC

Description and Use

Council will set a TUAC on every separately used 
or inhabited portion of a rating unit in the District, 
differentiated 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 2012/13 (incl. GST)

Stormwater TUAC Charge Total Revenue 
Requirement 

($000)

Te Kuiti $199 398

Rural $11 39

(e)	 Marokopa Community Centre TUAC   

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.

Marokopa 
Community Centre 

TUAC

Charge Total Revenue 
Requirement 

($000)

TUAC $24 5

5.2	 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 100m of water main and practicably 
serviceable in the opinion of Council.

Sewerage Ability to connect (serviceable): The rating unit 
is within 30m of sewer reticulation and practi-
cably serviceable in the opinion of Council.

5.3	 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.

Requirement in 2012/13 (incl. GST)

Water 
Supply 
(TUAC)

Charge Total 
Revenue 

Requirement 
($000)

Per 
connected 
rating unit

Per 
serviceable 
rating unit

Te Kuiti $474 $237 965

Piopio $926 $463 223

Benneydale $1,327 $663 149

Mokau $1,400 $700 292

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 consumed over and 
above the amount paid for through the targeted water 
rate.  
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Requirement in 2012/13 (incl. GST)

Community 2012/13
Proposed charge per cubic metre 

(including GST)

Te Kuiti 1.57

Piopio 2.05

Benneydale 4.71

Mokau 8.97

5.4	 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 2012/13 (incl. GST)

Sewerage
TUAC

Charge Total Revenue 
Requirement 

($000)Per 
connected 
rating unit

Per 
serviceable 
rating unit

Benneydale $1,100 $550 113

Te Waitere $1,100 $550 16

Te Kuiti $868 $434 1,458

Piopio $1,100 $550 232

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.

Trade Waste 
Contribution

Charge Total Revenue 
Requirement 

($000)Per connected 
rating unit

Te Kuiti $32 147

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 operation as 
calculated below.

Category Calculation 
factor per 

pan

Base 
Charge

Total Revenue
Requirement 

($000)

Business hours 
more than 40 
hours

0.76 $660 44

Business hours 
equal to 40 
hours

0.36 $313 43

Business hours 
less than 40 
hours

0.20 $174 6

Non-residential properties are categorised by their hours
of operation and the charge per pan is calculated as 
follows:

Category Calculation 
factor per 

pan

Charge
per pan

Total Revenue
Requirement 

($000)

Business hours 
more than 40 
hours

0.76 $660 98

Business hours 
equal to 40 
hours

0.36 $313 16

Business hours 
less than 40 
hours

0.20 $174 26

5.5 	 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.

Subsidy for 
Te Waitere Sewerage

Charge Total Revenue
Requirement 

($000)

No of Properties = 4565 $4 18

5.6 	 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.

Subsidy for 
Benneydale
Sewerage

Charge Total Revenue
Requirement 

($000)

No. of Properties = 4565 $4 18
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5.7	 Roads and Footpaths Rate 

Description and Use

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

Requirement in 2012/13 (incl. GST)

District Roading Rate Rate per 
$100 

Capital 
Value

Total Revenue
Requirement 

($000)

Roads and Footpaths 
Rate

0.18851 5,803

6	 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 2012/13 (incl. GST)

Solid Waste
Collection (TUAC)

Charge Total Revenue
Requirement 

($000)

Te Kuiti $69 136

Waitomo $95 52

Piopio $152 34

Mokau $184 50

6.1	 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 2012/13 (incl. GST)

Solid Waste 
Management (TUAC)

Charge Total Revenue
Requirement 

($000)

Solid Waste $131 729

6.2	 District Development Rate

Description and Use

Council will set a District Development Rate as a rate 
per $100 capital values across Commercial and Rural 
Businesses to part fund Economic Development, Visitor 
Information Centre, District and Regional Promotion and 
Event Co-ordination.  Rationale for use of the rate is 
contained in the Revenue and Financing Policy.

Requirement in 2012/13 (incl. GST)

District 
Development 

Rate

Rate per $100 
Capital Value

Total Revenue 
Requirement 

($000)

Commercial and
Industrial
Businesses

0.03243 99     

Rural Businesses 0.00471 99

6.3 	 RATES PAYMENTS

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

Rates			   Due Date

•	 1st Instalment	 31 August 2012 (Friday)
•	 2nd Instalment	 30 November 2012 (Friday)
•	 3rd Instalment	 28 February 2013 (Thursday)
•	 4th Instalment	 31 May 2013 (Friday)

The due date for rates payments is the last Friday of the 
month. Any portion of the current instalment remaining 
unpaid after this due date will incur a penalty. 

Penalties

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. 

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 remain-
ing unpaid at twelve monthly intervals.
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Statement of Reserve Funds
The Council maintains reserves as a sub-part of its 
equity.  Schedule 10(16) Local Government Act 2002 
requires certain information on Reserve Funds to be 
included in the Council’s Long Term Plan.  The following 
represents a summary of Reserve Funds over the 
period of the plan and provides information on:

•	 the purpose of the Reserve Fund

•	 the activity to which the fund relates

•	 the amount expected to be in the fund at:

◊	 the commencement of the first year to 
which the Long Term Plan relates; and

◊	 the end of the last year to which the Long 
Term Plan relates; and

•	 the amount expected to be deposited in the 
fund in the period to which the Long Term Plan 
relates; and

•	 the amount expected to be withdrawn from the 
fund in the period to which the Long Term Plan 
relates.

1.	 OPERATIONAL RESERVES

Operational Reserves are created to hold short-term 
funding surpluses (or deficits) arising from the various 
activities of Council.  

This occurs when:
•	 Operating expenditure exceeds budget; 
•	 Operating income is less than budget; or 
•	 A combination of both.

A balance held in an operational reserve forms part of the 
Council’s funding considerations for a particular activity in 
each subsequent year’s budget. 

For example, the balance in an operational reserve will 
determine whether more or less income is required in the 
subsequent year’s budget to clear that balance. 

Council ensures that rates collected for a particular activity 
from an identified group of ratepayers are used only for 
that activity and for the benefit of that identified ratepayer 
group.

2.	 DEPRECIATION RESERVES

The Council sets aside accumulated funds from rates in 
specific Depreciation Reserves to fund repayments on 
loans raised for capital expenditure and to maintain the 
service capacity and integrity of assets throughout their 
useful lives.

Each major activity e.g. water, roading, wastewater, 
stormwater, solid waste, etc. has its own Depreciation 
Reserve so that the funds from each can be applied to the 
appropriate activity.   

Council ensures that funds accumulated for a particular 
activity from an identified group of ratepayers can only be 
used for that activity and for the benefit of that identified 
ratepayer group.  

The purpose of accumulating specific Depreciation 
Reserves is to ensure that Council’s ability to provide 
services to the District’s communities is maintained. 

3.	 INVESTMENT REVALUATION RESERVES

Council’s investment activities include its subsidiary 
companies (Inframax Construction Ltd), Parkside 
Subdivision, 22 quarries throughout the District, Housing 
and Other Property and a small forestry holding at the 
Rangitoto Landfill site.

Council is obliged to periodically review the value of 
its investment in each of these activities.  Investment 
revaluation reserves are therefore created when the value 
of Council’s investment either increases or decreases as a 
result of that revaluation. 

Revaluations of investments do not form part of the 
Revaluation Reserve shown in the Public Equity section of 
the Balance Sheet.

The balances held in an investment revaluation reserve 
are not utilised in any way other than to recognise 
movements in the value of Council’s investments. 
They would only be realised as a component of the 
profit or loss should Council ever resolve to dispose of a 
particular investment. 
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Projected 
Reserve 
Balance

 30 June 2012

Forecast 
Reserve 
Deposits

Forecast 
Reserve

Withdrawals

Reserve 
Balance 

30 June 2022

Operational Reserves (1)
Leadership

Leadership (225) (115) 290 (50)

Investments 3,033 (2,446) 828 1,416

2,809 (2,561) 1,118 1,366

Community Service

Parks and Reserves (167) (184) 25 (326)

Housing and Other Property 182 0 0 182

Recreation & Culture (Library) 100 0 0 100

Recreation & Culture (Swimming Pool) 103 (196) 0 (93)

Recreation & Culture (Culture and Arts Centre) (140) 0 0 (140)

Recreation & Culture (Aerodrome) (60) 0 0 (60)

Public Amenities (168) 0 0 (168)

Safety (9) (1) 0 (10)

(159) (381) 25 (515)

Community Development

Community Development (251) (757) 100 (908)

(251) (757) 100 (908)

Regulation

Regulation 143 (84) 0 60

143 (84) 0 60

Solid Waste Management

Collection 56 (90) 0 (34)

Management (Landfill & Transfer Stations) (219) 0 0 (219)

Management (Waste Minimisation) (84) (84)

(247) (90) 0 (337)

Stormwater

Te Kuiti Stormwater (140) 0 0 (140)

Rural Stormwater (99) 0 0 (99)

(239) 0 0 (239)

Resource Management

District Plan Administration 56 0 0 56

56 0 0 56

Sewerage

Te Kuiti Sewerage 630 (914) 0 (284)

Te Waitere Sewerage (60) 0 13 (48)

Benneydale Sewerage 54 0 0 54

Piopio Sewerage (103) 0 0 (103)

521 (914) 13 (380)

Water Supply

Te Kuiti Water 380 (222) 0 159

Mokau Water 263 (159) 0 104

Piopio Water 93 0 0 93

Benneydale Water 90 (122) 0 (32)

826 (503) 0 323

Roads and Footpaths

Subsidised Roads 2,016 0 0 2,016

Non Subsidised Roads (429) 0 0 (429)

1,588 0 0 1,588

Corporate Support

Gratuities (83) 0 0 (83)

Long service leave (35) 0 0 (35)

Natural disaster (426) 0 0 (426)

(544) 0 0 (544)

Total Operational Reserves 4,502 (5,289) 1,256 469
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Projected 
Reserve 
Balance

 30 June 2012

Forecast 
Reserve 
Deposits

Forecast 
Reserve

Withdrawals

Reserve 
Balance 

30 June 2022

Depreciation Reserves (2)

Community Service

Parks & Reserves (41) (985) 744 (282)

Housing & Other Property (Housing) (98) (240) 247 (90)

Housing & Other Property (Community halls) (510) (725) 229 (1,006)

Housing & Other Property (Other Land & Buildings) (279) (687) 609 (357)

Recreation & Culture (Library) (312) (1,062) 1,009 (365)

Recreation & Culture (Swimming Pool) 75 (270) 270 75

Recreation & Culture (Culture and Arts Centre) (45) (1,078) 889 (234)

Recreation $ Culture (Aerodrome) (2) (129) 57 (74)

Public Amenities (87) (875) 695 (268)

(1,300) (6,050) 4,749 (2,601)

Community Development

I-site (26) (39) 36 (29)

(26) (39) 36 (29)

Regulation

Animal Control 11 (55) 46 2

11 (55) 46 2

Solid Waste Management

Landfill & Transfer Stations (25) (2,813) 2,628 (210)

(25) (2,813) 2,628 (210)

Stormwater

Te Kuiti Stormwater (797) (1,830) 1,639 (988)

Rural Stormwater (6) (44) 67 17

(803) (1,874) 1,707 (971)

Sewerage

Te Kuiti Sewerage (370) (7,083) 7,083 (370)

Te Waitere Sewerage 5 (74) 75 6

Benneydale Sewerage (72) (489) 430 (131)

Piopio Sewerage 65 (1,946) 1,946 65

(373) (9,591) 9,533 (431)

Water Supply

Te Kuiti Water (41) (3,047) 3,047 (41)

Mokau Water (36) (637) 637 (36)

Piopio Water (128) (399) 382 (145)

Benneydale Water (97) (184) 184 (97)

(301) (4,267) 4,250 (319)

Roads and Footpaths

Subsidised roads (3,561) (32,074) 32,391 (3,244)

Unsubsidised roads 178 (1,414) 1,409 173

(3,383) (33,489) 33,800 (3,071)

Corporate support

Corporate support (161) (3,430) 3,873 282

Plant (591) 0 0 (591)

(752) (3,430) 3,873 (309)

Total Depreciation Reserves (6,953) (61,608) 60,622 (7,939)
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Projected 
Reserve 
Balance

 30 June 2012

Forecast 
Reserve 
Deposits

Forecast 
Reserve

Withdrawals

Reserve 
Balance 

30 June 2022

Investment Revaluation Reserves (3)
Leadership and Investments

Investment Properties (Forestry) 35 0 0 35

35 0 0 35

Community Service

Housing & Other Property (Other Land & Buildings) (272) 0 0 (272)

(272) 0 0 (272)

Total Investment Revaluation Reserves (236) 0 0 (236)

Total Reserves (2,687) (66,897) 61,878 (7,706)

Reconciliation of Reserve Funding to Estimated Revenue and Expenses Statements.

Set out below is a high level reconciliation between the Statement of Reserve Funds (pages 132-135) and the net 
reserve movements shown in the Estimated Revenue and Expenses Statements. 

The $5.055 million forecast net movement in reserves shown in the Statement of Reserves Funds (page 135) 
recognises the total movement in reserves showing in the Estimated Revenue and Expenses Statement (page 104) 
together with forecast Asset Disposals, Internal Loan Repayments and Funded Depreciation. 

It needs to be noted that Internal Loan Repayments amounts are not shown separately in either the Statement of 
Reserves Funds or the Estimated Revenue and Expenses Statement. 

Statement 
of Reserve 

Funds

Estimated Revenue and Expenses Statements

 Activity Total Net 
Movement 
2012-2022

Total 
Movement 
(To)/From 
Reserves

Asset 
Disposals

Internal Loan 
Repayments

Sub-Total Add Back              
Funded 

Depreciation

Total Net 
Movement 
2012-2022

Leadership (1,442) (2,598) 1,149 0 (1,449) 7 (1,442)

Community Service (1,657) 1,175 0 2,631 3,806 (5,463) (1,657)

Community Development (660) (656) 0 36 (620) (40) (660)

Regulation (92) (116) 0 44 (72) (20) (92)

Solid Waste Management (275) (658) 0 2,567 1,909 (2,184) (275)

Stormwater (167) 1,565 0 141 1,706 (1,873) (167)

Sewerage (959) 1,385 0 8,164 9,549 (10,508) (959)

Water Supply (520) (395) 0 3,990 3,595 (4,115) (520)

Roads and Footpaths 312 24,819 0 8,439 33,258 (32,946) 312

(5,461) 24,521 1,149 26,012 51,682 (57,143) (5,461)

Add Back

Corporate Support * 443

Net Movement in Reserves (5,019) (as per Statement of Reserve Funds)

*  Corporate Support forms part of the Council’s internal cost allocation and as such does not have a separate 
Estimated Revenue and Expenses Statement.  The reserve shown above is therefore not directly attributable to 
any Estimated Revenue and Expenses Statement disclosed in this Plan and requires separate disclosure in the 
Statement of Reserve Funds for reconciliation purposes only.
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Statement of Responsibility
The Long Term Plan 2012-22 was adopted by 
Council on Friday 29 June 2012.

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.

The Council, who are authorised to do so, believe 
the assumptions underlying the Prospective Financial 
Statements are appropriate and as such, adopted the
Ten Year Plan on Friday 29 June 2012.

No actual financial results have been incorporated within 
the prospective financial statements.

Statement of Compliance

The forecast prospective financial statements have been 
prepared in accordance with the requirements of the Local 
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). 

Statement of Accounting Policies

Reporting Entity 

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

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). 

The financial information contained within the Long Term 
Plan may not be appropriate for purposes other than those 
described. 

Basis of Preparation 

The prospective financial statements 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 and comply 

with other Financial Reporting Standards, as applicable 
for public benefit entities.  The financial statements are 
presented in New Zealand dollars and all values are 
rounded to the nearest thousand dollars ($’000). The 
functional currency of the Group is New Zealand dollars. 

The prospective financial statements have been prepared 
on a historical cost basis, modified by the revaluation 
of land and buildings, certain infrastructural assets and 
financial instruments, investment property and forestry 
assets.

In September 2011, the External Reporting Board issued 
a position paper and consultation papers proposing a new 
external reporting framework for public benefit entries 
(PBEs). The papers proposed that accounting standards 
for PBEs would be based on International Public Sector 
Accounting Standards, modified as necessary. The 
proposals in these papers do not provide certainty about 
any specific requirements of future accounting standards.  
Therefore, the accounting policies on which the forecast 
information for 2012-2022 has been prepared are based 
on the current New Zealand equivalents to International 
Financial Reporting Standards.

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.

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

Rates

Rates are recognised as revenue when rates are levied.

Levies & 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 Group 
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.  The Council receives government grants from NZ 
Transport Agency, (which subsidises part of the Group’s 
costs of maintaining local roading), and subsidies for water 
and wastewater projects from Ministry of Health. 

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.

Accounting Policies 
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Dividends
	
Dividends from the subsidiary are recognised in the 
prospective financial statements on the date that 
dividends are declared.

Rental Income

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

Development Contributions

The revenue recognition point for development and 
financial contributions is at the later of the point when 
the Council is ready to provide the service for which the 
contribution was levied, or the event that will give rise to 
a requirement for a development or financial contribution 
under the legislation.  Development contributions are 
classified as part of Other Revenue.

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. 

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 Group’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 
aggregate 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 
supplied.

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 
application and are recognised as expenditure when a 
successful applicant has been notified of the Group’s 
decision. 

Borrowing Costs

Council has elected to defer the adoption of NZ IAS 23 
Borrowing Costs (Revised 2007) in accordance with its 
transitional provisions that are applicable to public benefit 
entities.  Consequently, all borrowing costs are recognised 
as an expense in the period in which they are incurred.

Income Tax 

Income tax expense on the surplus or deficit for the period 
comprises current tax expense and deferred tax.  Income 
tax expense is recognised in the profit or loss except to 
the extent that it relates to items recognised in other 
comprehensive income or directly to equity, in which 
case it is recognised in other comprehensive income or 
directly to 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 
differences and unused tax losses. Temporary differences 
are differences between the carrying amount of assets and 
liabilities in the financial statements and the corresponding 
tax bases used in the computation of taxable profit.

Deferred tax liabilities are generally recognised for all 
taxable temporary differences. Deferred tax assets are 
recognised 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 temporary 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 liability 
is settled or asset realised using tax rates enacted or 
substantially enacted at the balance sheet date.  
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Deferred tax assets and liabilities are offset when they 
relate to income taxes levied by the same taxation 
authority and the Council intends to settle its current tax 
assets and liabilities on a net basis.

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 
prospective 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 profit or loss. 

Subdivision property is stated at the lower of cost and net 
realisable value. Cost comprises development expenditure 
including engineering costs, direct professional fees, and 
construction costs relating to establishing utilities as 
well as related production overheads (based on normal 
operating capacity). Net realisable value is the estimated 
selling price of the property less the applicable variable 
selling expense.
 
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 
depends 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 loss.
 
Purchases and sales of investments are recognised 
on trade-date, the date on which Council commits to 
purchase or sell the asset.  Financial assets are de-
recognised when the rights to receive cash flows from the 
financial assets have expired or have been transferred and 
the Council has transferred substantially all the risks or 
rewards of ownership.

The fair value of financial instruments traded in active 
markets is based on quoted market prices at the balance 
sheet date. The quoted market price used is the current 
bid price. 

The fair value of financial instruments that are not 
traded in an active market is determined using valuation 
techniques. The Council uses a variety of methods and 
makes assumptions that are based on market conditions 
existing at each balance date. Other techniques, such as 
estimated discounted cash flows, are used to determine 
fair value for the remaining financial instruments.

The four categories of financial assets are: 

Financial Assets at Fair Value Through Profit or Loss 

This category has two sub-categories: financial assets 
held for trading, and those designated at fair value 
through profit or loss at inception.  A financial asset is 
classified in this category if acquired principally for the 
purpose of selling in the short term or if so designated by 
management.  Derivatives are also categorised as held 
for trading unless they are designated as hedges.  Assets 
in this category are classified as current assets if they 
are either held for trading or are expected to be realised 
within 12 months of the balance sheet date. 

After initial recognition they are measured at their 
fair values.  Gains or losses on re-measurement are 
recognised in the profit or loss. 

Derivative financial instrument assets are included in this 
class.

Loans & Receivables 

These are non-derivative financial assets with fixed or 
determinable payments that are not quoted in an active 
market. 

After initial recognition they are measured at amortised 
cost using the effective interest method.  Gains and 
losses when the asset is impaired or de-recognised are 
recognised in the profit or loss.  Loans and receivables are 
classified as “trade and other receivables” in the Balance 
Sheet. 

Loans made by the Council at nil or below-market interest 
rates are initially recognised at the present value of their 
expected future cash flows, discounted at the current 
market rate of return for a similar asset/investment.  They 
are subsequently measured at amortised cost using the 
effective interest method.  The difference between the 
face value and present value of expected future cash flows 
of the loan is recognised in the profit or loss. 

A provision for impairment of receivables is established 
when there is objective evidence that the Council will not 
be able to collect all amounts due according to the original 
terms of receivables.  The amount of the provision is the 
difference between the asset’s carrying amount and the 
present value of estimated future cash flows, discounted 
using the effective interest method. 

Held to Maturity Investments 

Held to maturity investments are assets with fixed or 
determinable payments and fixed maturities that the 
Council has the positive intention and ability to hold to 
maturity. 

After initial recognition they are measured at amortised 
cost using the effective interest method. Gains and 
losses when the asset is impaired or de-recognised are 
recognised in the profit or loss. 

The Council does not hold any financial assets in this 
category.
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Available for Sale 

Available for sale financial assets are those that are not 
classified in any of the other categories above. 

This category encompasses: 

Investments that the Council intends to hold long-term but 
which may be realised before maturity; and Shareholdings 
that the Council holds for strategic purposes.  The 
Council’s investment in Inframax Construction Limited is 
included in this category.  
After initial recognition these investments are measured at 
their fair value. 

Gains and losses arising from changes in fair value 
are recognised in other comprehensive income and 
accumulated as a separate component of equity in the 
available-for-sale revaluation reserve with the exception of 
impairment losses, interest calculated using the effective 
interest rate and foreign exchange gains and losses on 
monetary assets, which are recognised directly in profit 
and loss. Where the investment is disposed of or is 
determined to be impaired, the cumulative gain or loss 
previously recognised in the available-for-sale revaluation 
reserve is reclassified from equity to profit and loss (as a 
reclassification adjustment).  

Impairment of Financial Assets 

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

Derivative Financial Instruments

Derivative financial instruments are used to manage 
exposure to interest rate risks arising from financing 
activities. In accordance with its treasury policy, the 
Council does not hold or issue derivative financial 
instruments for trading purposes.

Derivatives are initially recognised at fair value on the date 
a derivative contract is entered into and are subsequently 
re-measured at their fair value at each balance date. The 
method of recognising the resulting gain or loss depends 
on whether the derivative is designated as a hedging 
instrument, and, if so, the nature of the item being 
hedged.

The associated gains or losses of derivatives that are not 
hedge accounted are recognised in the profit or loss.

The Council designates certain derivatives as either:

•	 hedges of highly probable forecast transactions (cash 
flow hedge).

•	 derivatives that do not qualify for hedge accounting.

The Council documents at the inception of the transaction 
the relationship between hedging instruments and 
hedged items, as well as its risk management objective 
and strategy for undertaking various hedge transactions. 
The Council also documents its assessment, both at 
hedge inception and on an ongoing basis, of whether the 
derivatives that are used in hedge transactions are highly 
effective in offsetting changes in fair values or cash flows 
of hedges items.

The full fair value of a hedge accounted derivative is 
classified as non-current if the remaining maturity of the 
hedged item is more than 12 months, and as current of 
the remaining maturity of the hedges items is less than 12 
months.

Cash flow hedge

The portion of the gain or loss on a hedging instrument 
that is determined to be an effective hedge is recognised 
in other comprehensive income, and the ineffective portion 
of the gain or loss on the hedging instrument is recognised 
in the profit or loss as part of finance costs.

If a hedge of a forecast transaction subsequently results 
in the recognition of a financial asset or a financial liability, 
the associated gains or losses that were recognised in 
other comprehensive income are classified into the profit 
or loss in the same period or periods during which the 
asset acquired or liability assumed affects the profit or 
loss. However, if it is expected that all or a portion of a 
loss recognised in other comprehensive income will not be 
recovered in one or more future periods, the amount that 
is not expected to be recovered is reclassified to the profit 
or loss.

If a hedging instrument expires or is sold, terminated, 
exercised, or revoked, or it no longer meets the criteria 
for hedge accounting, the cumulative gain or loss on the 
hedging instrument that has been recognised in other 
comprehensive income from the period when the hedge 
was effective will remain separately recognised in equity 
until the forecast transaction occurs. When a forecast 
transaction is no longer expected to occur, any related 
cumulative gain or loss on the hedging instrument that 
has been recognised in other comprehensive income from 
the period when the hedge was effective is reclassified 
from equity to the profit or loss.

Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge 
accounting. Changes in the fair value of any derivative 
instruments that do not qualify for hedge accounting are 
immediately in profit or loss.

Payables

Trade payables and other payables are recognised when 
the Group becomes obligated to make future payments 
resulting from the purchase of goods or services.

Borrowings 

All loans and borrowings are initially recognised at their 
fair value net of transaction costs.

After initial recognition, all borrowings are subsequently 
measured at amortised cost using the effective interest 
method.  Amortised cost is calculated by taking into 
account any issue costs, and any discount or premium on 
settlement.

Good and Service Tax (GST) 

All items in the Statement of Comprehensive Income 
and Balance Sheet are stated exclusive of GST, except 
for receivables and payables, which are stated on a GST 
inclusive basis.  Where GST is not recoverable as input 
tax then it is recognised as part of the related asset or 
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expense.  The Cash Flow Statement is stated inclusive of 
GST in accordance with NZ IAS 7.

The net amount of GST recoverable from, or payable to, 
the Inland Revenue Department (IRD) is included as part 
of receivables or payables in the Balance Sheet.  The net 
GST paid to, or received from the IRD, including the GST 
relating to investing and financing activities, is classified 
as an operating cash flow in the Statement of Cash Flows. 

Provisions 

The Council recognises a provision for future expenditure 
of uncertain amount or timing when there is a present 
obligation (either legal or constructive) as a result of 
a past event, it is probable that expenditures will be 
required to settle the obligation and a reliable estimate 
can be made of the amount of the obligation.  Provisions 
are not recognised for future operating losses. 
Provisions are measured at the present value of the 
expenditures expected to be required to settle the 
obligation using a pre-tax discount rate that reflects 
current market assessments of the time value of money 
and the risks specific to the obligation.  The increase in 
the provision due to the passage of time is recognised as 
an interest expense. 

Financial Guarantee Contracts

A financial guarantee contract is a contract that requires 
Council to make specified payments to reimburse the 
holder for a loss it incurs because a specified debtor fails 
to make payment when due. Financial guarantee contracts 
are disclosed as contingent liabilities. The amount of 
these contingent liabilities is equal to the loan balances 
guaranteed.

Landfill Post Closure Costs

The Council has a legal obligation under the resource 
consents for open and closed landfills to provide ongoing 
maintenance and monitoring services at the sites after 
closure.  A provision for post closure costs is recognised as 
a liability when the obligation for post closure arises.
The provision is a measure based on the present value 
of future cash flows expected to be incurred, taking 
into account future events including legal requirements 
and known improvements in technology.  The provision 
includes all costs associated with landfill post closure.
Amounts provided for landfill post closure are capitalised 
to the landfill asset where they give rise to future 
economic benefits to be obtained.  Components of the 
capitalised landfill asset are depreciated over their useful 
lives.

The discount rate of 5.04% is a pre-tax rate that reflects 
current market assessments of the time value of money 
and the risks specific to Group.

Employee Benefits 

Short-Term Benefits 

Employee benefits that the Council expects to be settled 
within 12 months of balance date are measured at nominal 
values based on accrued entitlements at the rate expected 
to apply at the time of settlement. 

These include salaries and wages accrued up to balance 
date, annual leave earned to, but not yet taken at balance 
date, retiring and long service leave entitlements expected 
to be settled within 12 months, and sick leave. 

The Council recognises a liability for sick leave to the 
extent that absences in the coming year are expected 
to be greater than the sick leave entitlements earned in 
the coming year.  The amount is calculated based on the 
unused sick leave entitlement that can be carried forward 
at balance date, to the extent that the Group anticipates it 
will be used by staff to cover those future absences. 

Long-Term Benefits 

Retirement Gratuities 

Entitlements that are payable beyond twelve months, 
such as retirement gratuities have been calculated on an 
actuarial basis.  The calculations are based on the 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, and the present value of estimated future 
cash flows.  A discount rate of 5.04% and an inflation 
rate of 2% were used.  The discount rate is based on the 
weighted average of Government interest rates for stock 
with terms to maturity similar to those of the relevant 
liabilities.  The inflation factor is based on the expected 
long-term increase in remuneration for employees.

Leases 

Finance Leases 

A finance lease is a lease that transfers to the lessee 
substantially all the risks and rewards incidental to 
ownership of an asset, whether or not title is eventually 
transferred. 

At the commencement of the lease term, the Council 
recognises finance leases as assets and liabilities in the 
Balance Sheet at the lower of the fair value of the leased 
item or the present value of the minimum lease payments. 

The amount recognised as an asset is depreciated over 
its useful life. If there is no certainty as to whether the 
Council will obtain ownership at the end of the lease term, 
the asset is fully depreciated over the shorter of the lease 
term and its useful life. 

Operating leases 

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

Property, Plant and Equipment have been divided into 3 
broad categories.

Operational Assets

Operational assets are tangible assets, able to be dealt 
with as part of the operating strategy and include land, 
buildings, furniture and fittings, computer hardware, plant 
and equipment, library books and motor vehicles.

Infrastructural Assets

Infrastructural assets are the fixed utility systems 
providing an ongoing service to the community, but are 
not generally regarded as tradable.  They include roads, 
water reticulation systems, refuse transfer stations, 
sewerage reticulation systems, stormwater systems, and 
land under roads.

Restricted Assets

Restricted assets cannot be disposed of because of legal 
and other restrictions but provide a benefit or service to 
the community.  These are mainly assets associated with 
reserves vested under the Reserves Act, endowments and 
other property held in Trust for specific purposes.

Property, plant and equipment are shown at cost or 
valuation, less accumulated depreciation and impairment 
losses. 

Additions 

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

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

Disposals 

Gains and losses on disposals are determined by 
comparing the proceeds with the carrying amount of the 
asset. Gains and losses on disposals are included in the 
profit or loss. When revalued assets are sold, the amounts 
included in the asset revaluation reserves in respect of 
those assets are transferred to retained earnings. 

Subsequent Costs 

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

Depreciation 

Depreciation is provided on a straight-line basis on all 
property, plant and equipment other than land and 
land under roads at rates that will write off the cost (or 
valuation) of the assets to their estimated residual values 
over their useful lives.  

Operational Assets

Operational assets are depreciated on a straight line basis. 
The estimated useful lives are as follows:

Buildings 40-100 years

Plant and Equipment 2-15 years

Motor Vehicles 5-15 years

Furniture and Fittings 2-5 years

Computers 2-5 years

Library books 3-7 years

Archive books Not depreciated

Infrastructural Assets

Infrastructural assets are depreciated on a straight line 
basis.  The estimated useful lives are as follows:

Roads

Top surface 2-20 years

Base course 25-120 years

Sub base 25-115 years

Or not depreciated

Formation and running course Not depreciated

Culverts – timber and other 40-100 years

Signs 15-30 years

Street Lights and poles 15-60 years

Bridges 70-120 years

Footpath surface and base 18-80 years

Water Reticulation

Pipes, hydrant, valves 60-100 years

Pump station, reservoirs 25-100 years

Sewerage Reticulation

Pipes and manholes 60-80 years

Pump station 15-100 years

Treatment plant 10-80 years

Stormwater Systems

Pipes, cesspits 60-100 years

Flood Control Systems 10-80 years

Refuse Systems

Retaining walls 70-90 years

Drainage 70-75 years

Signs 9 years

Kerb and channelling 60-75 years

Truck wash and weighbridge 28 years

The depreciation rates are applied at a component level 
and are dependent on the remaining useful life of each 
component.
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Restricted Assets

Restricted assets are depreciated on a straight line basis 
as follows:

Buildings 40-100 years

Capital Work in Progress

Capital work in progress is not depreciated.
The residual value and useful life of an asset is reviewed, 
and adjusted if applicable, at each financial year end. 

Revaluation 

Those assets that are revalued are valued on a three 
yearly valuation cycle on the basis described below. All 
other asset classes are carried at depreciated historical 
cost. The carrying values of revalued items are reviewed 
at each balance date to ensure that those values are not 
materially different to fair value. If there is a material 
difference, then off cycle asset classes are revalued. 

Revaluation of Operational Assets

Land and Buildings

An independent valuation of the Council’s land and 
buildings was performed by Darroch Valuations, 
independent registered valuers, to determine the fair 
market value of the land and buildings at 1 July 2009. 
Darroch Valuations are members of the Property Institute 
of New Zealand and have the appropriate qualifications 
and recent experience in the valuation of properties within 
the Waitomo District.  

The values of the assets have been considered on a Fair 
Value basis in accordance with NZ IAS 16 under a highest 
and best use scenario. 

The valuation was prepared with reference to the Property 
Institute of New Zealand Professional Practice Standard 
2006, and in particular International Valuation Application 
1 and New Zealand Valuation Guidance Note 1 (effective 
from 1 March 2007), and Valuation Guidance for Property, 
Plant and Equipment. 

Land is valued on a fair value basis determined from 
market based evidence and conditions that prevailed as at 
1 July 2009. 

All buildings have been valued on either a fair value or 
depreciated replacement cost basis. 

The Total Value for the Waitomo District Council 
Operational and Restricted Property Portfolio as at 1 July 
2009 is reported at:

Improvements Value (1 July 2009)
$7,512,200

Land Value (1 July 2009)
$11,164,300

Site Improvements (1 July 2009)
$594,600

Total Fair Value (1 July 2009)
$19,271,100

Subsequent additions are at cost less accumulated 
depreciation.

An independent valuation of the land and buildings held 
by Inframax Construction Limited (the wholly owned 
subsidiary of the Waitomo District Council) was carried 
out on 30 June 2009 by Doyle Valuations Ltd and Mr K. 
Wrenn, independent registered valuers, who have the 
appropriate qualifications and recent experience in the 
valuation of properties within the Waitomo District.

The fair value at 30 June 2009 was estimated to be 
$2,773,550.

Library Books

A valuation of the Council’s library books was carried 
out as at 1 July 2004 by North Langley & Associates, 
independent registered valuers, to determine the ‘Existing 
Use’ value of the library books. 

North Langley & Associates are specialist valuers of 
plant, machinery and equipment (including chattels 
and infrastructural assets) and have the appropriate 
qualifications and relevant experience in the valuation of 
these types of assets. 

The valuation was computed in strict accordance with 
the guidance notes and background papers issued by the 
International Assets Valuation Standards Committee of 
which the NZ Institute of Valuers is a member.
The value of the library books at 1 July 2004, subject 
to them having a good and marketable title, free from 
encumbrances, was determined as $492,800 (excl GST).

Subsequent additions are at cost less accumulated 
depreciation.

Revaluation of Infrastructural Assets

Roads

An independent valuation of the Council’s roading 
infrastructure was performed as at 1 July 2009 by 
Messrs G.S. Boyle & Associates, independent registered 
engineers, to determine the depreciated replacement 
cost of those assets.  Messrs G.S. Boyle & Associates are 
members of the Institute of Professional Engineers of New 
Zealand (MIPENZ) and have the appropriate qualifications 
and experience in the valuation of land transport 
infrastructural assets.  The valuation, which conforms 
to New Zealand Equivalent to International Accounting 
Standard (NZ IAS) 16 ‘Property, Plant & Equipment’ 
was determined using the optimised depreciated 
replacement costs (ODRC) method as described in the NZ 
Infrastructure Asset Valuation and Depreciation Guidelines 
– Version 2, 2006.

The total value of Council’s roading infrastructure at 1 July 
2009 (as determined using the ODRC valuation method) is 
reported at $208,639,753.

Sewerage, Water, Stormwater and Solid Waste

A valuation of the Council’s water utilities (water, 
wastewater, stormwater) and solid waste infrastructure 
was carried out by Council’s engineering staff as at 1 
July 2009 to determine the depreciated replacement cost 
of those assets.  The valuation prepared by Council’s 
engineering staff was based on the 2006 valuation 



Waitomo District Council - Long Term Plan 2012-2022
143

previously undertaken by Maunsell Limited, international 
consulting engineers, and was peer reviewed by Messrs 
G.S. Boyle & Associates, independent registered 
engineers, who have the appropriate qualifications and 
experience in valuing community infrastructure.  The 
valuation, which conforms to New Zealand Equivalent to 
International Accounting Standard (NZ IAS) 16 ‘Property, 
Plant & Equipment’ was determined using the optimised 
depreciated replacement costs (ODRC) method as 
described in the NZ Infrastructure Asset Valuation and 
Depreciation Guidelines – Version 2, 2006. 

The total value of Council’s water utilities and solid waste 
infrastructure as at 1 July 2009 is reported at:

Asset Class Optimised Depreciated 
Replacement Cost 

@ 1 July 2009

Waste Water Network $10,588,874

Water Supply Network $10,973,749

Storm Water Network $8,360,064

Solid Waste Assets $2,219,913

Land

An independent valuation of the Council’s infrastructural 
land was performed by Darroch Valuations, independent 
registered valuers, to determine the fair market value of 
the land at 1 July 2009. 

Darroch Valuations are members of the Property Institute 
of New Zealand and have the appropriate qualifications 
and recent experience in the valuation of properties within 
the Waitomo District.  

The value of the land has been considered on a Fair 
Market Value basis in accordance with NZ IAS 16 and NZ 
IAS 40 under a highest and best use scenario. 

The valuation was prepared with reference to the Property 
Institute of New Zealand Professional Practice Standard 
2006, and in particular International Valuation Application 
1 and New Zealand Valuation Guidance Note 1 (effective 
from 1 March 2007), and Valuation Guidance for Property, 
Plant and Equipment. 

The Total Value for the Waitomo District Council 
Operational Property Portfolio (Infrastructural Land) as at 
1 July 2009 is reported at:

Land Value 
(1 July 2009)

Total Fair Value 
(1 July 2009)

$1,254,000 $1,254,000

Revaluation of Restricted Assets

Restricted assets cannot be disposed of because of legal 
or other restrictions and provide a benefit or service to 
the community.  They are principally reserves vested 
under the Reserves Act.  Darroch Valuations (independent 
Registered Valuers) valued restricted assets on 1 July 
2009 at fair value based on market based evidence.  

Accounting for Revaluations

The Council accounts for revaluations of property, plant 
and equipment on a class of asset basis.  Any revaluation 
surpluses and deficits are recognised in the other 
Comprehensive Income and accumulated as a separate 
equity in the Revaluation Reserve for that class of asset.  
Where a revaluation of a class of assets results in a 
revaluation deficit, and the amount of the deficit is greater 
than an existing revaluation reserve, the revaluation 
deficit is recognised in the profit or loss. Any subsequent 
increase on revaluation that off-sets a previous decrease 
in value recognised in the profit or loss will be recognised 
first in the profit or loss up to the amount previously 
expensed, and then credited to the revaluation reserve for 
that class of asset.

Intangible Assets 

Software

Computer software licenses are capitalised on the basis of 
the costs incurred to acquire and bring to use the specific 
software. The costs associated with maintaining computer 
software are recognised as an expense as incurred.  The 
costs associated with the development and maintenance 
of the Group’s website are recognised as an expense as 
incurred.

Amortisation

The carrying value of an intangible asset with a finite life 
is amortised on a straight-line basis over its useful life.  
Amortisation begins when the asset is available for use 
and ceases at the date that the asset is de-recognised.  
The amortisation charge for each period is recognised in 
the profit or loss. 

The useful lives and associated amortisation rates for 
software have been estimated as follows: 

Computer software 	 2 to 5 years 	 20% to 50%

Forestry Assets 

An independent valuation of Council’s forestry assets was 
performed by North Langley and Associates, independent 
registered valuers, to determine the fair value less 
estimated point of sale costs at 30 June 2011.

North Langley and Associates are members of the Property 
Institute of New Zealand and have the appropriate 
qualifications and recent experience in the valuation for 
assets of this nature.  The valuation, which conforms to 
the New Zealand Professional Practice Standard 2006, and 
in particular International Valuation Application Standard 
1 ‘Valuation for Financial Reporting’ and International 
Valuation Application Standard 3 ‘Valuation Reporting’.

Non-current Assets Held For Sale 

Non-current assets held for sale are classified as held for 
sale if their carrying amount will be recovered principally 
through a sale transaction, not through continuing use. 
This condition is regarded as met only when the sale 
is highly probable and the assets (or disposal group) is 
available for immediate sale in its present condition and 
the sale of the asset (or disposal group) is expected to be 
completed within one year from the date of classification. 
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Non-current assets held for sale are measured at the 
lower of their carrying amount and fair value less costs to 
sell. 

Any impairment losses for write-downs of non-current 
assets held for sale are recognised in the profit or loss. 
Any increases in fair value less costs to sell are recognised 
up to the level of any impairment losses that have been 
previously recognised. 

Non-current assets (including those that are part of a 
disposal group) are not depreciated or amortised while 
they are classified as held for sale. Interest and other 
expenses attributable to the liabilities of a disposal group 
classified as held for sale continue to be recognised.

Investment in Unlisted Shares

Council has an interest (1.6%) in a Council Controlled 
Organisation (CCO), Local Authority Shared Services 
Limited. Council has no significant influences on 
operational or financial policies.

As this investment is not traded on an active market, and 
quoted market prices of similar financial assets are not 
available, the fair value cannot be measured reliably. The 
investment is therefore measured at cost.

Council has an interest (0.04%) in New Zealand National 
Mutual Riskpool. Council has no significant influences on 
operational or financial policies.

As this investment is not traded on an active market, and 
quoted market prices of similar financial assets are not 
available, the fair value cannot be measured reliably. The 
investment is therefore measured at cost.

Investment Property 

Investment properties consist of miscellaneous housing 
properties. Investment properties are held primarily for 
capital growth, rental or similar income. Properties leased 
to third parties under operating leases are classified as 
investment property unless the property is held to meet 
service delivery objectives, rather than to earn rentals or 
for capital appreciation. 

Investment property is measured initially at its cost, 
including transaction costs. 

After initial recognition, the Group measures all 
investment property at fair value as determined annually 
by an independent valuer. 

Gains or losses arising from a change in the fair value of 
investment property are recognised in the profit or loss. 

An independent valuation of the Council’s investment 
properties was performed by QV Valuations, independent 
registered valuers, to determine the fair market value of 
the properties at 30 June 2011. 

QV Valuations are members of the Property Institute of 
New Zealand and have the appropriate qualifications and 
recent experience in the valuation of properties within the 
Waitomo District.  

The value of the investment properties has been 
considered on a Fair Value basis in accordance with NZ IAS 
40. 

The valuation was prepared with reference to the Property 
Institute of New Zealand Professional Practice Standard 
2009, and in particular International Valuation Application 
1 and 3 and New Zealand Valuation Guidance Note 1 
(effective from 1 October 2009). 

The Total Value for the Waitomo District Council 
Investment Properties as at 30 June 2011 is reported at:

Improvements Value (30 June 2011)
$385,000

Land Value (30 June 2011)
$242,000

Total Fair Value (30 June 2011)
$627,000

Overhead Allocation

All overhead costs have been allocated to significant 
activities.

Overhead costs are allocated to Council activities using 
appropriate cost drivers such as actual use, staff numbers 
and floor area.

Impairment of Non-Financial Assets 

Non-financial assets that have an indefinite useful life 
are not subject to amortisation and are tested annually 
for impairment or where there is an indication that the 
asset is impaired.  Assets that have a finite useful life are 
reviewed for impairment whenever events or changes in 
circumstances indicate that the carrying amount may not 
be recoverable. An impairment loss is recognised for the 
amount by which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable amount is the higher 
of an asset’s fair value less costs to sell and value in use. 

Value in use is depreciated replacement cost for an asset 
where the future economic benefits or service potential of 
the asset are not primarily dependent on the assets ability 
to generate net cash inflows and where the entity would, 
if deprived of the asset, replace it’s remaining future 
economic benefits or service potential. 

The value in use for cash-generating assets is the present 
value of expected future cash flows. 

If an asset’s carrying amount exceeds its recoverable 
amount the asset is impaired and the carrying amount is 
written down to the recoverable amount.  For revalued 
assets the impairment loss is recognised against the 
revaluation reserve for that class of asset.  Where that 
results in a debit balance in the revaluation reserve, the 
balance is recognised in the profit or loss. 

For assets not carried at a revalued amount, the total 
impairment loss is recognised in the profit or loss. 

The reversal of an impairment loss on a revalued asset 
is credited to the revaluation reserve.  However, to the 
extent that an impairment loss for that class of asset was 
previously recognised in Profit or loss, a reversal of the 
impairment loss is also recognised in the profit or loss. 

For assets not carried at a revalued amount (other than 
goodwill) the reversal of an impairment loss is recognised 
in the profit or loss. 
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Equity 

Equity is the community’s interest in the Council, and is 
measured as the difference between total assets and total 
liabilities.  Equity is dis-aggregated and classified into a 
number of reserves.
The components of equity are: 

•	 Retained earnings  
•	 Other reserves 
•	 Asset revaluation reserves 

Retained earnings do not represent cash available to 
offset future rate increases, but rather represent the 
community’s investment in publicly owned assets resulting 
from past surpluses.

Reserves 

Restricted reserves

Restricted reserves are a component of equity generally 
representing a particular use to which various parts of 
equity have been assigned.  Reserves may be legally 
restricted or created by the Council. Restricted reserves 
are those subject to specific conditions accepted as 
binding by the Council and which may not be revised by 
the Council without reference to the Courts or a third 
party. Transfers from these reserves may be made only 
for certain specified purposes or when certain specified 
conditions are met. 

Also included in restricted reserves are reserves restricted 
by Council decision.  Transfers to and from these reserves 
are at the discretion of the Council.  

Council created reserves

Council created reserves are a combination of depreciation 
reserves and transfers of Surplus or Deficit from 
operations. The purpose of the reserves is to maintain 
balances of funded depreciation for future renewal of 
assets and to hold revenue streams in separate balances 
as required by Council.

Available for sale reserves

Available for sale reserves consists of valuation gains 
associated with Council’s investments, classified as 
Available for Sale. 

Hedging reserves

Hedging reserves comprise the effective portion of the 
cumulative net change in the fair value of derivatives 
designated as cash flow hedges. Property revaluation 
reserves relates to the revaluation of property, plant and 
equipment to fair value.

Statement of Cash Flows

The Cash Flow Statement is prepared inclusive of GST. For 
the purpose of the Cash Flow Statement cash means cash 
balances on hand, held in bank accounts, demand deposits 
and other highly liquid investments in which the Council 
invests as part of its day-to-day cash management net of 
bank overdrafts.

Operating activities include cash received from all income 
sources of the Council and record the cash payments 

made for the supply of goods and services.  Investing 
activities are those activities relating to the acquisition and 
disposal of non-current investments.

Financing activities comprise activities that change the 
equity and debt capital structure of the Council.

Budget Figures 

The budget figures are those approved by the Council at 
the beginning of the year in the annual plan.  The budget 
figures have been prepared in accordance with NZ GAAP, 
using accounting policies that are consistent with those 
adopted by the Council for the preparation of the financial 
statements. 

Critical Accounting Estimates and Judgements

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

Landfill Aftercare Provision

Note 16 of Council’s 2010/11 Annual Report discloses 
an analysis of the exposure of the Group in relation to 
the estimates and uncertainties surrounding the landfill 
aftercare provision.

Infrastructural Assets

There are a number of assumptions and estimates used 
when performing discounted replacement cost valuations 
over infrastructural assets. These include: 

•	 The physical deterioration and condition of an asset, 
for example the Council could be carrying an asset at 
an amount that does not reflect its actual condition. 
This is particularly so for those assets, which are 
not visible, for example stormwater, wastewater and 
water supply pipes that are underground. This risk is 
minimised by the Council performing a combination 
of physical inspections and condition modelling 
assessments of underground assets;

•	 Estimating any obsolescence or surplus capacity of an 
asset; and;

•	 Estimates are made when determining the 
remaining useful lives over which the asset will be 
depreciated. These estimates can be impacted by 
the local conditions, for example weather patterns 
and traffic growth. If useful lives do not reflect the 
actual consumption of the benefits of the asset, 
then the Council could be over or under estimating 
the annual deprecation charge recognised as an 
expense in the Profit or loss. To minimise this risk the 
Council’s infrastructural asset useful lives have been 
determined with reference to the NZ Infrastructural 
Asset Valuation and Depreciation Guidelines published 
by the National Asset Management Steering Group, 
and have been adjusted for local conditions based 
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on past experience. Asset inspections, deterioration 
and condition modelling are also carried out regularly 
as part of the Group’s asset management planning 
activities, which gives the Group further assurance 
over its useful life estimates. 

Experienced independent valuers perform the Council’s 
infrastructural asset revaluations. 

Property, plant and equipment useful lives and residual 
values

At each balance date the Council reviews the useful lives 
and residual values of its property, plant and equipment. 
Assessing the appropriateness of useful life and residual 
value estimates of property, plant and equipment requires 
the Council to consider a number of factors such as the 
physical condition of the asset, expected period of use of 
the asset by the Council, and expected disposal proceeds 
from the future sale of the asset.

An incorrect estimate of the useful life or residual 
value will impact on the depreciable amount of an 
asset, therefore impacting on the depreciation expense 
recognised in the profit or loss, and carrying amount of 
the asset in the Balance Sheet. The Council minimises the 
risk of this estimation uncertainty by:
•	 physical inspection of assets;
•	 asset replacement programs;
•	 review of second hand market prices for similar 

assets; and
•	 analysis of prior asset sales.

The Council has not made significant changes to past 
assumptions concerning useful lives and residual values.  

Valuation of Investment in Inframax Construction Ltd

As a result of the continuing poor performance of Inframax 
Construction Limited in relation to the breach of its bank 
covenants, its reliance on the lenders 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 in the 2009/10 year.

Deferred Tax Asset

Recognition

Determining whether or not to recognise a deferred 
tax asset requires estimation of future cash flows. Any 
significant deviation from the assumptions used in 
forecasting future cash flows may effect the carrying value 
of the asset.

Recoverablility

It is unlikely the Council will be able to benefit from 
its deferred tax assets resulting from its accumulated 
tax losses. As such most of the Council’s deferred tax 
balances, have been written off to profit and loss. In 
addition to that, Council is unlikely to receive taxable 
income from which to offset its accumulated tax losses 
and continues to not recognise a deferred tax asset. 

Net Realisable Value of property Held as Inventory

In November 2011 Council purchased the Parkside 
subdivision from its subsidiary Inframax Construction Ltd 
at book value at 30 June 2011 less any section sales since 
that date.  There is some risk that the book value of the 
inventory may not equate to net realisable value of the 
prospective financial statements. 

Management have obtained a market valuation of the 
likely sale prices of the sites held for sale in the Te Kuiti 
subdivision.  The Directors have then estimated the 
required discount factor to adjust the market selling 
prices down to net realisable value for financial reporting 
purposes. This discount factor used is an estimate only 
based on the best information available at the time and 
does involve a degree of uncertainty. 

Changes in accounting policies

There have been no changes in accounting policies.

Cautionary Note

The information in the prospective financial statements 
is uncertain and the preparation requires the exercise of 
judgement.  Actual financial results achieved for the period 
covered are likely to vary from the events and information 
presented, and the variations may be material.  Events 
and circumstances may not occur as expected or may not 
have been predicted or the Council may subsequently take 
actions that differ from the proposed courses of action on 
which the prospective financial statements are based.

The information contained within these prospective 
financial statements may not be suitable for use in another 
capacity.

Assumptions underlying Prospective Financial 
Information

The financial information contained within these policies 
and documents is prospective financial information in 
terms of FRS 42: Prospective Financial Information.  The 
purpose for which it has been prepared is to enable the 
public to participate in the decision making processes as 
to the services to be provided by the Waitomo District 
Council over the years 2012/13 to 2021/22, and to 
provide a broad accountability mechanism of the Council 
to the Community.

For further details on forecasting assumptions, see 
Section B.


