
STATEMENT OF ACCOUNTING POLICIES 
 
Reporting entity 
The Gore District Council (“the Council” or “GDC”) is a local territorial authority governed by the 
Local Government Act 2002 and the Local Government (Ratings) Act 2002. It is domiciled and 
operates in New Zealand. The primary objective of the Council is to provide goods or services for 
the community or social benefit rather than making a financial return. Accordingly, the Council 
has designated itself as a Public Benefit Entity (PBE) for the purposes of Financial Reporting. 
 
Basis of preparation  
The preparation of financial statements in conformity with New Zealand equivalents to 
International Public Sector Accounting Standards (NZ IPSAS) requires management to make 
judgements, estimates and assumptions that affect the application of policies and reported 
amounts of assets and liabilities, income and expenses. The estimates and associated 
assumptions are based on historical experience and various other factors that are believed to be 
reasonable under the circumstances, the results of which form the basis of making the 
judgements about carrying values of assets and liabilities that are not readily apparent from other 
sources.  Actual results may differ from these estimates.   
 
The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to 
accounting estimates are recognised in the period in which the estimate is revised if the revision 
affects only that period or in the period of the revision and in future periods if the revision affects 
both current and future periods.   
 
The financial statements have been prepared on the basis of historical cost, except for the 
revaluation of certain non-current assets and financial instruments. Cost is based on the fair 
values of the consideration given in exchange for assets.  
 
Accounting policies are selected and applied in a manner which ensures that the resulting 
financial information satisfies the concepts of relevance and reliability, thereby ensuring that the 
substance of the underlying transactions or other events is reported.  
 
The accounting policies set out below have been applied consistently to all periods presented in 
these financial statements. The financial statements are presented in New Zealand dollars, due 
to rounding to the nearest thousand dollars ($000), the notes may not reconcile to the statements 
by $1,000. New Zealand dollars are the Council’s functional currency.   
 
Comparative figures may be reclassified to reconcile with additional disclosures made in the 
current financial year. 
 
Statement of compliance  
These financial statements of the Gore District Council have been prepared in accordance with 
the requirements of the Local Government Act 2002 and the Local Government (Financial 
Reporting and Prudence) Regulations 2014, which includes the requirement to comply with New 
Zealand generally accepted accounting practice (NZ GAAP). The Council is a Tier 2 reporting 
entity but has elected to report under Tier 1.  
These financial statements comply with PBE Standards. 
 
 



 
 
 
 
 
 
Implementation of new and amended standards 
 
2022 Omnibus Amendments to PBE standards, issued 2022 
The 2022 Omnibus Amendments include several general updates and amendments to several 
Tier 1 and Tier 2 PBE accounting standards.  The revised PBE standards are effective from the year 
ending 30 June 2024. The Council has adopted the revised PBE standards, and the adoption did 
not result in a significant impact on the financial statements. 
 
Disclosure of Fees for Audit Firms’ Services – (Amendments to PBE IPSAS 1) 
Disclosure of Fees for Audit Firms’ Services (the amending Standard) was issued in May 2023. 
This amending standard updates the required disclosures for fees relating to services provided 
by the entity’s audit or review firm. The fees must be disaggregated into specified categories and 
there is guidance to assist entities in determining the types of services to include in each 
category. It is effective for reporting periods beginning on or after 1 January 2024 however early 
adoption is permitted. The Council has elected to early adopt the amended standard in preparing 
the financial statements. The adoption did not result in a significant impact on the Council’s 
financial statements. 
 
 
Standards issued and not yet effective and not early adopted 
 
PBE IFRS 17 Insurance Contracts 
 
PBE IFRS 17 Insurance Contracts for public sectors was issued in June 2023.  This standard 
establishes principles for the recognition, measurement, presentation, and disclosure of 
insurance contracts.  It is effective for the reporting periods beginning on or after 1 January 2026 
with early adoption permitted.  The Council has not assessed in detail the effect of the new 
standard. 
 
 
SIGNIFICANT ACCOUNTING POLICIES 
 
Revenue recognition 
 
Revenue is measured at the fair value of the consideration received or receivable and represents 
amounts receivable for goods and services provided in the normal course of business, net of 
discounts and GST. 
 
Where a physical asset is acquired for nil or nominal consideration the fair value of the asset 
received is recognised as revenue.  Assets vested in the Council are recognised as revenue when 
control over the asset is obtained. 
 
Rates revenue 
Rates revenue is recognised when it is levied. 
 



Other revenue 
Revenue from services rendered is recognised when it is probable that the economic benefits 
associated with the transaction will flow to the entity.  The stage of completion at balance date 
is assessed based on the value of services performed to date as a percentage of the total services 
to be performed. 
 
Licence and fees are recognised as income when supplies and services have been rendered.  
 
Government grants are recognised when eligibility is established.  The Council receives 
government grants from the New Zealand Transport Agency, which subsidises part of the 
Council’s costs in maintaining the local roading infrastructure.  The New Zealand Transport 
Agency roading subsidies are recognised as conditions pertaining to eligible expenditure have 
been fulfilled. 
 
Other grants and bequests are recognised when control over the asset is obtained. 
 
Dividends are recognised when the entitlement to the dividend is established. 
 
Interest revenue is recognised on a time proportionate basis using the effective interest method. 
 
Other gains and losses 
Net gains or losses on the sale of property, plant and equipment, property intended for sale and 
financial assets are recognised when an unconditional contract is in place, and it is probable that 
the Council will receive the consideration due. 
 
Revenue from exchange and non-exchange transactions 
PBE standards distinguish between revenue from exchange and revenue from non-exchange 
transactions. These two types of revenue are accounted for under two different accounting 
standards. PBE IPSAS 9 provides guidance on accounting for revenue from exchange 
transactions, and PBE IPSAS 23 provides guidance on accounting for revenue from non-exchange 
transactions.  
 
Professional judgement has been exercised in determining whether the substance of a 
transaction is that of a non-exchange or an exchange transaction. 
 
The Council discloses the revenue from exchange transactions and revenue from non-exchange 
transactions separately. The Council has also disclosed separately the trade and other 
receivables and trade and other payables associated with exchange and non-exchange 
transactions. 
 
The sale of goods and the rendering of services are normally classified as exchange transactions. 
If, however, the transaction is conducted at a subsidised price, that is, a price that is not 
approximately equal to the fair value of the goods or services sold, that transaction falls within 
the definition of a non-exchange transaction. 
 
Fees received from the following activities are recognised as revenue from exchange 
transactions: 

 Airport lease revenue 
 Resource consent revenue 

 



Non-exchange revenue from grants is deferred and recognised as a liability if there is a condition 
attached to the grant that requires the Council to use the grant as specified by the grantor or 
return of the cash (or other resources transferred under the grant) if the entity does not perform 
as specified. 
 
Grant expenditure 
Non-discretionary grants are those 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 Council’s decision. 
 
Leasing 
Leases which effectively transfer to the lessee substantially all the risks and benefits incident to 
ownership of the leased item are classified as finance leases. 
 
Leases where the lessor effectively substantially retains all the risks and benefits of ownership 
of the leased items are classified as operating leases. 
 
(a) The Council as Lessor 
 
Amounts due from lessees under finance leases are recorded as receivables at the amount of 
the Council’s net investment in the leases.  Finance lease income is allocated to accounting 
periods so as to reflect a constant periodic rate of return on the Council’s net investment 
outstanding in respect of the leases. 
 
Rental income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 
 
(b) The Council as Lessee 
 
Assets held under finance leases are recognised as assets of the Council at their fair value or, if 
lower, at the present value of the minimum lease payments, each determined at the inception of 
the lease.  The corresponding liability to the lessor is included in the Statement of Financial 
Position as a finance lease obligation. 
 
Lease payments are apportioned between finance charges and reduction of the lease obligation 
so as to achieve a constant rate of interest on the remaining balance of the liability. 
 
Rentals payable under operating leases are charged to income on a straight-line basis over the 
term of the relevant lease. 
 
(c)  Lease Incentives 
 
Benefits received and receivable as an incentive to enter into an operating lease are recognised 
in surplus as a reduction or rental expense over the lease term. 
 
Borrowing costs 



All borrowing costs are recognised in the statement of comprehensive revenue and expense in 
the period in which they are incurred. 
 
Taxation 
The Council is exempt from Income Tax in accordance with the Income Tax Act 2007, Section 
CW39. 
 
Goods and services tax 
Revenues, expenses, assets and liabilities are recognised net of the amount of goods and 
services tax (GST), except for receivables and payables which are recognised inclusive of GST.  
Where GST is not recoverable as an input tax, it is recognised as part of the related asset or 
expense. 
 
The net amount of GST recoverable from, or payable to, the IRD is included as part of receivables 
or payables in the statement of financial position. 
 
The net GST paid to, or received from, the IRD, including GST relating to investing and financing 
activities, is classified as an operating cash flow in the statement of cash flows.   
 
Cash and cash equivalents 
Cash and cash equivalents comprise cash on hand; cash in banks and other short-term highly 
liquid investments that are readily convertible to a known amount of cash. 
 
Financial instruments 
Financial assets and liabilities are recognised in the Council’s Statement of Financial Position 
when the Council becomes a party to contractual provisions of the instrument.  The Council is 
party to financial instruments as part of its normal operations.  These financial instruments 
include cash and cash equivalents (including bank overdraft), trade and other receivables, other 
financial assets, trade and other payables and borrowings.  The relevant accounting policies are 
stated under separate headings. 
 
Investments are recognised and derecognised on trade date where purchase or sale of an 
investment is under a contract whose terms require delivery of the investment within the 
timeframe established by the market concerned, and are initially measured at fair value, net of 
transaction costs, except for those financial assets classified as fair value through profit or loss 
which are initially valued at fair value. 
 
(I) Financial assets 
Financial Assets are classified into the following specified categories: financial assets ’at fair 
value through surplus or deficit’, ‘held to maturity’ investments, ‘available for sale’ financial 
assets, and ‘loans and receivables’.  The classification depends on the nature and purpose of the 
financial assets and is determined at the time of initial recognition. 
 
The effective interest method, referred to below, is a method of calculating the amortised cost of 
a financial asset and of allocating interest income over the relevant period.  The effective interest 
rate is the interest rate that exactly discounts estimated future cash receipts through the 
expected life of the financial asset, or, where appropriate, a shorter period. 
 
Financial assets at fair value through surplus or deficit 
Financial assets are classified as financial assets at fair value through surplus or deficit where 
the financial asset: 



 
 Has been acquired principally for the purpose of selling in the near future; 
 Is a part of an identified portfolio of financial instruments that the Council manages 

together and has a recent actual pattern of short-term profit taking; or 
 Is a derivative that is not a designated and effective hedging instrument. 

 
Financial assets at fair value through surplus or deficit are stated at fair value, with any resultant 
gain or loss recognised in the surplus or deficit for the period.  The net gain or loss is recognised 
in the surplus for the period and incorporates any dividend or interest earned on the financial 
asset.  Fair value is determined in the manner described later in this note. 
 
Held to maturity investments 
Investments are recorded at amortised cost using the effective interest method less impairment, 
with revenue recognised on an effective yield basis.  The Council does not hold any financial 
assets in this category. 
 
Available for sale financial assets 
Equity securities held by the Council are classified as being available for sale are stated at fair 
value.  Fair value is determined in the manner described later in this note.  Gains and losses 
arising from changes in fair value are recognised in other comprehensive revenue and expense, 
with the exception of interest calculated using the effective interest method and impairment 
losses which are recognised directly in the surplus or deficit for the period.  Where the investment 
is disposed of or is determined to be impaired, the cumulative gain or loss previously recognised 
in other comprehensive revenue and expense is included in the surplus or deficit for the period. 
 
Dividends on available for sale equity securities are recognised in the surplus or deficit for the 
period when the Council’s right to receive payments is established. 
 
Loans and receivables 
Trade receivables, loans and other receivables that have fixed or determinable payments that are 
not quoted in an active market are classified as ‘loans and receivables’.  Loans and receivables 
are measured at amortised cost using the effective interest method less impairment.  Interest is 
recognised by applying the effective interest rate. 
 
Trade and other receivables are recognised initially at fair value and subsequently measured at 
amortised cost using the effective interest method, less any provision for impairment.  An 
allowance for doubtful debts 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 the receivables.  The 
amount of the allowance is the difference between the asset’s carrying amount and the present 
value of estimated future cash flows, discounted at the effective interest rate.  The amount of the 
allowance is expensed in the surplus for the period. 
 
Loans, including loans to community organisations made by Council at nil, or below market 
interest rates are initially recognised at the present value of their expected future cash flows and 
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 surplus for the period as a grant. 
 
Short-term deposits are included within this classification. 
 



Impairment of financial assets 
Financial assets, other than those at fair value through surplus or deficit, are assessed for 
indicators of impairment at each balance sheet date.  Financial assets are impaired where there 
is objective evidence that as a result of one or more events that occurred after the initial 
recognition of the financial asset the estimated future cash flows of the investment have been 
impacted.  For financial assets carried at amortised cost, the amount of the impairment is the 
difference between the asset’s carrying amount and the present value of estimated future cash 
flows, discounted at the original effective interest rate. 
 
The carrying amount of the financial asset is reduced by the impairment loss directly for all 
financial assets with the exception of trade receivables where the carrying amount is reduced 
through the use of an allowance account.  When a trade receivable is uncollectible, it is written 
off against the allowance account.  Subsequent recoveries of amounts previously written off are 
credited against the allowance account.  Changes in the carrying amount of the allowance 
account are recognised in the surplus or deficit for the period. 
 
With the exception of fair value through other comprehensive revenue and expense equity 
instruments, if, in a subsequent period, the amount of the impairment loss decreases and the 
decrease can be related objectively to an event occurring after the impairment was recognised, 
the previously recognised impairment loss is reversed through the surplus for the period to the 
extent the carrying amount of the investment at the date of impairment is reversed does not 
exceed what the amortised cost would have been had the impairment not been recognised. 
 
(ii) Financial liabilities 
Trade and other payables 
Trade payables and other accounts payable are recognised when the Council becomes obliged 
to make future payments resulting from the purchase of goods and services. 
 
Trade and other payables are initially recognised at fair value and are subsequently measured at 
amortised cost, using the effective interest method. 
 
Borrowings 
Borrowings are recorded initially at fair value, net of transaction costs.  Subsequent to initial 
recognition, borrowings are measured at amortised cost with any difference between the initial 
recognised amount and the redemption value being recognised in the surplus for the year over 
the period of the borrowings using the effective interest method. 
 
(iii) Derivative financial instruments 
The Council enters into certain derivative financial instruments to manage its exposure to 
interest rate risk, including interest rate swaps.  Further details of derivative financial instruments 
are disclosed in the financial statements. 
 
The Council does not hold derivative financial instruments for speculative 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 resulting gain or loss is recognised in the surplus or deficit for the period immediately unless 
the derivative is designated and effective as a hedging instrument, in which the timing of the 
recognition in the surplus for the period depends on the nature of the hedge relationship. 
 



A derivative is presented as a non-current asset or a non-current liability if the remaining maturity 
of the instrument is more than 12 months and is not expected to be realised or settled within 12 
months.  Other derivatives are presented as current assets or current liabilities. 
 
Fair value estimation 
The fair value of financial instruments traded in active markets is based on quoted market prices 
at the balance date.  The quoted market price used for financial assets held by the Council 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. Quoted market price or dealer quotes 
for similar instruments are used for long-term investment and debt instruments held.  The fair 
value of interest rate swaps is the estimated amount that the Council would receive or pay to 
terminate the swap at the reporting date, taking into account current interest rates. 
 
Embedded derivatives 
Derivatives embedded in other financial instruments or other host contracts are treated as 
separate derivatives when their risks and characteristics are not closely related to those of host 
contracts, and the host contracts are not measured at fair value with changes in fair value 
recognised in the surplus for the period. 
 
Inventories 
Inventories are valued at the lower of cost and net realisable value.  Cost is determined on a 
weighted average basis with an appropriate allowance for obsolescence and deterioration. 
 
Inventories acquired through non-exchange transactions are measured at fair value at the date 
of acquisition.   
 
The amount of any write-down for the loss of service potential or from cost to net realisable value 
is recognised in the surplus or deficit in the period of the write-down.   
 
Property, plant and equipment 
The Council has the following classes of property, plant and equipment: 
 
(a) Operational Assets 
 
Operational assets include land, buildings, plant and equipment, motor vehicles, office furniture 
and equipment, recreational and cultural and library books. 
 
(b) Infrastructural Assets 
 
Infrastructural assets are the fixed utility systems owned by the Council. Each asset type 
includes all items that are required for the network to function: 

 Water reticulation 
 Wastewater reticulation 
 Stormwater reticulation 
 Roads, bridges and lighting 
 Land under roads 
 Refuse 

 



The nature of land under roads is considered the equivalent to land improvements, and as such, 
they do not incur a loss of service potential over time.  Accordingly, land under roads assets are 
not depreciated. 
 
Cost/valuation 
Property, plant and equipment, are recorded at cost or valuation (as appropriate) less 
accumulated depreciation and any accumulated impairment losses. 
 
Additions 
Cost includes expenditure that is directly attributable to the acquisition of the assets.  Where an 
asset is acquired at no cost, or for a nominal cost, it is recognised at fair value at the date of 
acquisition.  
 
Costs incurred in obtaining any resource consents are capitalised as part of the asset to which 
they relate. If a resource consent application is declined, then all capitalised costs are written 
off. 
 
Revaluation 
All assets are valued at historical cost, except for the following: 
 

 Land and buildings have been valued by Quotable Value Limited (Registered Valuers) at 
market value or depreciated replacement cost as at 30 June 2022.  Subsequent additions 
are recognised at cost.  Land and buildings are re-valued every three years.  
 

 Infrastructural assets are re-valued every 3 years. Infrastructural assets are re-valued at 
least every 3 years.  Infrastructural assets (except for land under roads) were subject to a 
fair value desktop assessment by WSP Limited as at 30 June 2023.  The carrying value 
was not materially different from the fair value assessment and therefore the carrying 
values were not adjusted by the Council.  The last full revaluation was undertaken by WSP 
Limited as at 30 June 2022. The key valuation assumptions are included under Critical 
accounting estimates and assumptions. 

 
All valuations are carried out or reviewed by independently qualified valuers and are carried out 
at least tri-annually.  Valuations will be undertaken more regularly if necessary to ensure that no 
individual item within a class is included at a valuation that is materially different to its fair value. 
 
The Council accounts for revaluations of property, plant and equipment on a class of asset basis. 
 
The results of revaluing are credited or debited to an asset revaluation reserve (via other 
comprehensive revenue and expense) for that class of asset.  Where this results in a debit 
balance in the asset revaluation reserve, this balance is expensed in the surplus for the period. 
 
Any subsequent increase on revaluation that offsets a previous decrease in value recognised in 
the surplus or deficit for the period will be recognised first in the surplus for the period up to the 
amount previously expensed, and then credited to other comprehensive revenue and expense 
for that class of asset. 
 
Depreciation 
Depreciation is provided on a straight line basis on all property, plant and equipment other than 
land and library books.  Rates are calculated to allocate the cost (or valuation) less estimated 
realisable value over their estimated useful life. 



 
Expenditure incurred to maintain these assets at full operating capability is charged to the 
surplus for the period in the year incurred. 
 
 
 
 
 
The following estimated useful lives are used in the calculation of depreciation: 
 
           Life (years) 
 
Land under roads N/A 
Refuse 100 
 
Operational assets 
Land N/A 
Buildings 20 - 50 
Plant and Equipment 4 - 25 
Motor Vehicles     4 - 8 
Office Furniture and Equipment 4 - 20 
Recreational and Cultural     5 - 20 
Library Books 10 
 
Infrastructural assets 
Water Reticulation 10 - 100 
Sewerage Reticulation 15 - 60 
Stormwater Reticulation 15 - 60 
Refuse 10 - 50 
Roads – Formation N/A 
Roads – Pavement (non-depreciable) N/A 
Roads – Pavement (depreciable)   7 - 60  
Roads – Footpaths, Kerbs, Bridges and Culverts 50 -100 
Roads – Signs, Road markings and Street lighting 20 -100 
 
The estimated useful lives, residual values and depreciation method are reviewed at the end of 
each annual reporting period. 
 
Disposal 
An item of property, plant and equipment is derecognised upon disposal or recognised as 
impaired when no future economic benefits are expected to arise from the continued use of the 
asset. 
 
Any gain or loss arising on derecognition of the asset (calculated as the difference between the 
net disposal proceeds and the carrying amount of the asset) is included in the surplus or deficit 
for the period in the period the asset is derecognised. 
 
Impairment of non-financial assets 
At each reporting date, the Council reviews the carrying amounts of its tangible and intangible 
assets to determine whether there is any indication that those assets have suffered an 
impairment loss.  If any such indication exists, the recoverable amount of the asset is estimated 



in order to determine the extent of the impairment loss (if any).  Where the asset does not 
generate cash flows that are independent of other assets, the Council estimates the recoverable 
amount of the cash-generating unit to which the asset belongs. 
 
Recoverable amount is the higher of fair value less costs to sell and value in use.  The value in use 
is depreciated replacement cost of an asset where the future economic benefits or service 
potential of the asset are not primarily dependent on the asset’s ability to generate net cash 
inflows and where the entity would, if deprived of the asset, replace its remaining future 
economic benefits or service potential.   
 
An impairment loss is recognised for the amount by which the assets 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.   
 
If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its 
carrying amount, the carrying amount of the asset (cash-generating unit) is reduced to its 
recoverable amount.  An impairment loss is recognised as an expense immediately unless the 
relevant asset is carried at fair value, in which case the impairment loss is treated as a revaluation 
decrease.  
 
Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) is increased to the revised estimate of its recoverable amount, but only to the 
extent that the increased carrying amount does not exceed the carrying amount that would have 
been determined had no impairment loss been recognised for the asset (cash-generating unit) in 
prior years.  A reversal of an impairment loss is recognised in the surplus or deficit for the period 
immediately, unless the relevant asset is carried at fair value, in which case the reversal or deficit 
of the impairment loss is treated as a revaluation increase, via comprehensive revenue and 
expense. 
 
Superannuation schemes 
 
Defined contribution schemes 
Contributions to defined contribution superannuation schemes are expensed when incurred. 
 
Provisions 
Provisions are recognised when the Council has a present obligation, the future sacrifice of 
economic benefits is probable, and the amount of the provision can be measured reliably. 
 
The amount recognised as a provision is the best estimate of the consideration required to settle 
the present obligation at the reporting date, taking into account the risks and uncertainties 
surrounding the obligation.  Where a provision is measured using the cash flows estimated to 
settle the present obligation, its carrying amount is the present value of those cash flows. 
 
When some or all of the economic benefits required to settle a provision are expected to be 
recovered from a third party, the receivable is recognised as an asset if it is virtually certain that 
recovery will be received and the amount of the receivable can be measured reliably. 
 
Landfill post-closure costs 
The Council, as operator of the District’s landfill, has a legal obligation under the resource 
consent to provide on-going maintenance and monitoring services at the landfill site after 



closure.  A provision for post-closure costs is recognised as a liability when the obligation for 
post-closure care arises. 
 
The provision is measured based on the future cash flows expected to be incurred, taking into 
account future events including new legal requirements and known improvements in technology.  
The provision includes all costs associated with the landfill closure. 
 
Amounts provided for the landfill post-closure are capitalised to the landfill asset. Components 
of this are depreciated over their useful lives. 
 
The discount rate used is a pre-tax rate that reflects current market assessments of the time 
value of money and the risks specific to the Council. 
 
Employee entitlements 
Provision is made for benefits accruing to employees in respect of wages and salaries, annual 
leave, long service leave, and sick leave when it is probable that settlement will be required and 
they are capable of being measured reliably.  Provisions made in respect of employee benefits 
expected to be settled within 12 months are measured at their nominal values using the 
remuneration rate expected to apply at the time of settlement. 
 
Provisions made in respect of employee benefits which are not expected to be settled within 12 
months are measured as the present value of the estimated future cash outflows to be made by 
the Council in respect of services provided by employees up to reporting date. 
 
 Cash flow statement 
Cash means cash balances on hand, held in bank accounts and demand deposits the Council 
invests in as part of its day to day cash management. 
 
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 
assets. 
 
Financing activities comprise the change in equity and debt structure of the Council. 
 
Equity 
Equity is the community’s interest in the Council and is measured as total assets less total 
liabilities. Equity is disaggregated and classified into a number of reserves. 
 
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. 
 
The components of equity are: 
 

 Retained earnings 
 Available for sale revaluation reserve 
 Asset revaluation reserve 
 Restricted reserves 
 Council created reserves 

 



Reserves 
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 subject to specific conditions 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.  The Council created reserves are reserves established by Council 
decision.  The Council may alter them without reference to the third party.  Transfers to and from 
these reserves are at the discretion 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. 
 
Allocation of overheads 
Corporate overheads for central and engineering administration have been allocated to the other 
significant activities in the funding impact statements and statement of comprehensive revenue 
and expense.  The allocation is calculated on the basis of estimated administration staff hours 
provided to each activity. 
 
Critical accounting estimates and assumptions 
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: 
 
 Infrastructural Assets 
 
There are a number of assumptions and estimates used when performing Depreciated 
Replacement Cost (DRC) 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 of 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 underestimating the annual 
depreciation charge recognised as an expense in the Statement of comprehensive 
revenue and expense.  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 on past experience.  Asset 
inspections, deterioration, and condition modelling are also carried out regularly as 
part of the Council’s asset management planning activities, which gives the Council 
further assurance over its useful life estimates. 

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



Significant Forecasting Assumptions  
Schedule 10 (Section 17) of the Local Government Act 2002 Amendment Act 2010 contains 
provisions relating to significant forecasting assumptions.  The Act requires that the Council 
identifies the significant forecasting assumptions and risks underlying the financial estimates.  
Where there is a high level of uncertainty, the Council is required to state the reason for that level 
of uncertainty and provide an estimate of the potential effects on the financial assumptions. 
 
The Council has made a number of assumptions in preparing this 10 Year Plan.  These 
assumptions are necessary as the planning term for the 10 Year Plan is 10 years and the 
assumptions ensure that all estimates and forecasts are made on the same basis. 
 
If these assumptions are not accurate they may lead to a material departure from the information 
in the prospective financial statements. 
 


