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Financial 
statements 

Hauraki District Council funding impact statement for 2021-31 (whole of council) 
 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 

 Annual plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast 

 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 

            
 SOURCES OF OPERATING FUNDING             
 General rates, uniform annual general charges, rates 
penalties  11,169 11,959 12,251 12,547 13,813 14,366 14,941 15,536 16,151 16,794 17,461 

 Targeted rates  20,619 21,298 22,774 24,771 25,683 26,544 27,421 28,567 30,060 31,421 32,892 

 Subsidies and grants for operating purposes  2,689 3,358 3,400 3,785 3,871 3,977 4,092 4,211 4,333 4,464 4,587 

 Fees and charges  2,985 4,188 4,262 4,367 4,472 4,583 4,693 4,810 4,936 5,064 5,187 

 Internal charges and overheads recovered  0 0 0 0 0 0 0 0 0 0 0 

 Interest and dividends from investments  0 0 0 0 0 0 0 0 0 0 0 
 Local Authorities fuel tax, fines, infringement fees, and 
other receipts  399 168 4,252 4,857 178 181 185 188 191 194 197 

 Total Operating Funding (A)  37,861 40,971 46,939 50,327 48,017 49,651 51,332 53,312 55,671 57,937 60,324 

            
 APPLICATIONS OF OPERATING FUNDING             
 Payments to staff and suppliers  27,801 33,207 33,886 35,350 34,517 35,652 36,446 37,355 38,513 39,874 40,609 

 Finance Costs  1,613 1,475 1,573 1,781 1,755 1,710 1,677 1,726 1,733 1,806 1,583 

 Internal charges and overheads applied  0 0 0 0 0 0 0 0 0 0 0 

 Other operating funding applications  0 0 0 0 0 0 0 0 0 0 0 

 Total Applications of Operating Funding (B)  29,414 34,682 35,459 37,131 36,272 37,362 38,123 39,081 40,246 41,680 42,192 

            
 SURPLUS (DEFICIT) OF OPERATING FUNDING (A - B)  8,447 6,289 11,480 13,196 11,745 12,289 13,209 14,231 15,425 16,257 18,132 

            
 SOURCES OF CAPITAL FUNDING             
 Subsidies and grants for capital expenditure  1,700 6,111 3,179 3,329 5,027 3,455 2,637 11,681 2,811 11,421 3,028 

 Development and financial contributions  0 1,027 931 852 822 775 709 619 524 453 396 

 Increase (decrease) in debt  7,500 12,507 17,121 2,650 6,797 4,702 6,127 9,946 8,031 2,570 (1,219) 

 Gross proceeds from sale of assets  0 0 0 0 0 0 0 0 0 0 0 

 Lump sum contributions  0 0 0 0 0 0 0 0 0 0 0 

 Other dedicated capital funding  0 0 0 0 0 0 0 0 0 0 0 

 Total Sources of Capital Funding (C)  9,200 19,645 21,231 6,831 12,646 8,932 9,473 22,246 11,366 14,444 2,205 

            
 APPLICATIONS OF CAPITAL FUNDING             
 Capital Expenditure             

Financial statements 
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 2020/21 2021/22 2022/23 2023/24 2024/25 2025/26 2026/27 2027/28 2028/29 2029/30 2030/31 

 - to meet additional demand  0 0 0 0 0 0 0 0 0 0 0 

 - to improve the level of service  5,443 10,752 16,063 4,558 9,907 7,318 10,985 11,513 9,239 7,228 2,090 

 - to replace existing assets  10,805 11,949 11,630 9,569 8,498 9,124 8,349 11,942 12,534 10,506 11,922 

 Increase (decrease) in reserves  1,399 3,233 5,018 5,900 5,986 4,779 3,348 13,022 5,018 12,967 6,325 

 Increase (decrease) of investments  0 0 0 0 0 0 0 0 0 0 0 

 Total Applications of Capital Funding (D)  17,647 25,934 32,711 20,027 24,391 21,221 22,682 36,477 26,791 30,701 20,337 

            
 SURPLUS (DEFICIT) OF CAPITAL FUNDING (C - D)  (8,447) (6,289) (11,480) (13,196) (11,745) (12,289) (13,209) (14,231) (15,425) (16,257) (18,132) 

            
 FUNDING BALANCE ((A - B) + (C - D))  0 0 0 0 0 0 0 0 0 0 0 

            

            
 Reconciliation of Comprehensive Income Statement to Funding Impact Statement      

            
 OPERATING SURPLUS/(DEFICIT)  1,310 3,231 5,019 5,904 5,986 4,777 3,346 13,019 5,020 12,963 6,325 

            
 Depreciation/Assets written off  9,135 10,477 10,861 11,769 11,911 12,053 13,527 13,840 14,078 15,518 15,590 

 Subsidies and grants for capital expenditure  (1,700) (6,111) (3,179) (3,329) (5,027) (3,455) (2,637) (11,681) (2,811) (11,421) (3,028) 

 Development and financial contributions  0 (1,027) (931) (852) (822) (775) (709) (619) (524) (453) (396) 

 Less Doubtful Debts  0 0 0 0 0 0 0 0 0 0 0 

 Vested Asset Income  (281) (281) (290) (296) (303) (311) (318) (328) (338) (350) (359) 

 Gains and Losses  (17) 0 0 0 0 0 0 0 0 0 0 

 SURPLUS (DEFICIT) OF OPERATING FUNDING (A - B)  8,447 6,289 11,480 13,196 11,745 12,289 13,209 14,231 15,425 16,257 18,132 
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Prospective statement of financial position 

 

Annual 
plan 

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast 

  2020/21   2021/22   2022/23   2023/24   2024/25   2025/26   2026/27   2027/28   2028/29   2029/30   2030/31  

  $000   $000   $000   $000   $000   $000   $000   $000   $000   $000   $000  

Assets            
Current assets            
Cash and cash equivalents 292 3,872 1,359 4,324 3,274 3,537 2,138 3,686 2,819 2,803 3,300 

Receivables 8,255 8,950 9,409 10,043 10,055 10,128 10,319 12,047 11,161 12,882 12,081 

Derivative financial instruments 0 0 0 0 0 0 0 0 0 0 0 

Other financial assets 87 87 87 87 87 87 87 87 87 87 87 

Prepayments 0 0 0 0 0 0 0 0 0 0 0 

Inventories 306 306 306 306 306 306 306 306 306 306 306 

Non-current assets held for resale 0 0 0 0 0 0 0 0 0 0 0 

Total current assets 8,940 13,215 11,161 14,760 13,722 14,058 12,850 16,126 14,373 16,078 15,774 

            
Non-Current assets            
Derivative financial instruments 0 0 0 0 0 0 0 0 0 0 0 

Investments in associates 0 0 0 0 0 0 0 0 0 0 0 

Other financial assets            
 - Investments in CCOs and similar entities 645 645 645 645 645 645 645 645 645 645 645 

 - Community loans 5 5 5 5 5 5 5 5 5 5 5 

 - Investments in voint ventures 0 0 0 0 0 0 0 0 0 0 0 

 - Investments in other entities 101 101 101 101 101 101 101 101 101 101 101 

Total other financial assets 751 751 751 751 751 751 751 751 751 751 751 

Property, plant & equipment 620,543 634,262 669,418 685,145 695,678 721,334 742,617 756,902 787,463 806,367 809,809 

Intangible assets 568 568 568 568 568 568 568 568 568 568 568 

Forestry assets 1,311 1,311 1,311 1,311 1,311 1,311 1,311 1,311 1,311 1,311 1,311 

Investment properties 0 0 0 0 0 0 0 0 0 0 0 

Total non-current assets 623,173 636,892 672,048 687,775 698,308 723,964 745,247 759,532 790,093 808,997 812,439 

            
Total assets 632,113 650,107 683,209 702,535 712,030 738,022 758,097 775,658 804,466 825,075 828,213 

            
Current liabilities            
Payables and deferred revenue 6,447 4,483 4,517 4,823 4,547 4,749 4,855 4,985 5,171 5,394 5,455 

Derivative financial instruments 759 759 759 759 759 759 759 759 759 759 759 

Borrowings and other financial liabilities 8,000 7,000 10,000 3,000 4,000 4,000 3,000 0 9,000 8,000 0 

Employee entitlements 1,861 2,362 2,373 2,409 2,450 2,499 2,553 2,612 2,675 2,744 2,818 
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Provisions 340 340 340 340 340 340 340 340 340 340 340 

Total Current Liabilities 17,407 14,944 17,989 11,331 12,096 12,347 11,507 8,696 17,945 17,237 9,372 

            
Non-Current Liabilities            
Payables and deferred revenue            
Derivative financial instruments 2,808 2,808 2,808 2,808 2,808 2,808 2,808 2,808 2,808 2,808 2,808 

Borrowings and other financial liabilities 42,500 48,000 55,000 62,000 61,000 61,000 63,400 66,400 58,400 50,400 50,400 

Employee entitlements 360 472 475 482 490 500 511 522 535 549 564 

Provisions 202 202 202 202 202 202 202 202 202 202 202 

Deferred tax liability 0 0 0 0 0 0 0 0 0 0 0 

Total non-current liabilities 45,870 51,482 58,485 65,492 64,500 64,510 66,921 69,932 61,945 53,959 53,974 

            
Total liabilities 63,277 66,426 76,474 76,823 76,596 76,857 78,428 78,628 79,890 71,196 63,346 

            
Net assets (assets minus liabilities) 568,836 583,681 606,735 625,712 635,434 661,165 679,669 697,030 724,576 753,879 764,867 

            
Represented by:            

            
EQUITY            
Accumulated Funds 411,319 412,327 417,203 422,965 428,809 433,441 436,644 449,521 454,396 467,217 473,400 

Other reserves 3,118 3,025 3,168 3,311 3,454 3,597 3,740 3,883 4,026 4,169 4,312 

Asset revaluation reserve 154,399 168,329 186,364 199,436 203,171 224,127 239,285 243,626 266,154 282,493 287,155 

            
TOTAL EQUITY 568,836 583,681 606,735 625,712 635,434 661,165 679,669 697,030 724,576 753,879 764,867 
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Prospective statement of changes in net assets/equity 
 

Annual 
plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast  

 2020/21   2021/22   2022/23   2023/24   2024/25   2025/26   2026/27   2027/28   2028/29   2029/30   2030/31  

  $000   $000   $000   $000   $000   $000   $000   $000   $000   $000   $000  

            

            
TOTAL EQUITY 

           

As at 1 July  555,794 577,243 583,681 606,735 625,712 635,434 661,165 679,669 697,030 724,576 753,879             

Comprehensive Revenue & Expense for the year 13,042 6,438 23,054 18,977 9,722 25,731 18,504 17,361 27,546 29,303 10,988             

As at 30 June  568,836 583,681 606,735 625,712 635,434 661,165 679,669 697,030 724,576 753,879 764,867             

TOTAL EQUITY CONSISTS OF: 
           

Accumulated Funds 
           

As at 1 July  410,152 409,239 412,327 417,203 422,965 428,809 433,441 436,644 449,521 454,396 467,217 
Transfers from/(to): 

           

Asset Revaluation Reserve on disposal of PPE 0 0 0 0 0 0 0 0 0 0 0 
Restricted Reserves (143) (143) (143) (143) (143) (143) (143) (143) (143) (143) (143) 
Surplus/(Deficit) for the year 1,310 3,231 5,019 5,905 5,987 4,775 3,346 13,020 5,018 12,964 6,326 

As at 30 June  411,319 412,327 417,203 422,965 428,809 433,441 436,644 449,521 454,396 467,217 473,400             

Other Reserves 
           

As at 1 July 2,920 2,882 3,025 3,168 3,311 3,454 3,597 3,740 3,883 4,026 4,169 
Transfers to Retained Earnings (56) (56) (56) (56) (56) (56) (56) (56) (56) (56) (56) 
Transfers from Retained Earnings  199 199 199 199 199 199 199 199 199 199 199 

As at 30 June 3,063 3,025 3,168 3,311 3,454 3,597 3,740 3,883 4,026 4,169 4,312             

Forestry Revaluation Reserves 
           

As at 1 July 0 0 0 0 0 0 0 0 0 0 0 
Revaluation gains/(losses) 0 0 0 0 0 0 0 0 0 0 0 

As at 30 June 0 0 0 0 0 0 0 0 0 0 0             

Asset Revaluation Reserves 
           

As at 1 July 142,667 165,122 168,329 186,364 199,436 203,171 224,127 239,285 243,626 266,154 282,493 
Revaluation gains/(losses) 11,732 3,207 18,035 13,072 3,735 20,956 15,158 4,341 22,528 16,339 4,662 
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Transfer of revaluation reserve to retained earnings 
PPE 0 0 0 0 0 0 0 0 0 0 0 

As at 30 June  154,399 168,329 186,364 199,436 203,171 224,127 239,285 243,626 266,154 282,493 287,155             

Asset Revaluation Reserves consist of: 
           

Operational Assets 
           

Land 43,514 46,402 46,402 46,402 50,137 50,137 50,137 54,478 54,478 54,478 59,140 
Buildings 16,994 16,231 16,231 17,787 17,787 17,787 19,572 19,572 19,572 21,483 21,483 
Library Books 0 0 0 0 0 0 0 0 0 0 0 
Infrastructural Assets            
Wastewater System 12,340 14,255 14,255 19,470 19,470 19,470 25,526 25,526 25,526 32,060 32,060 
Water System 11,109 9,368 9,368 12,417 12,417 12,417 15,958 15,958 15,958 19,778 19,778 
Drainage Network 8,121 8,094 8,094 11,346 11,346 11,346 15,122 15,122 15,122 19,196 19,196 
Land Transport Network 62,321 73,979 92,014 92,014 92,014 112,970 112,970 112,970 135,498 135,498 135,498 
Restricted Assets 0 0 0 0 0 0 0 0 0 0 0 
Land  0 0 0 0 0 0 0 0 0 0 0 
Buildings 0 0 0 0 0 0 0 0 0 0 0 

Total 154,399 168,329 186,364 199,436 203,171 224,127 239,285 243,626 266,154 282,493 287,155             

Fair value through other comprehensive income 
and expense reserve 

           

As at 1 July 55 0 0 0 0 0 0 0 0 0 0 
Change in fair value 0 0 0 0 0 0 0 0 0 0 0 

As at 30 June  55 0 0 0 0 0 0 0 0 0 0             

As at 30 June  568,836 583,681 606,735 625,712 635,434 661,165 679,669 697,030 724,576 753,879 764,867             
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Prospective statement of comprehensive revenue and expense 
 

Annual 
plan 

Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast 

 
 2020/21   2021/22   2022/23   2023/24   2024/25   2025/26   2026/27   2027/28   2028/29   2029/30   2030/31   

 $000   $000   $000   $000   $000   $000   $000   $000   $000   $000   $000  

            
REVENUE             

            
            

Rates 31,788 33,257 35,025 37,318 39,496 40,910 42,361 44,103 46,211 48,214 50,353 

Subsidies and Grants 4,389 9,469 6,579 7,115 8,898 7,433 6,729 15,891 7,143 15,885 7,616 

Development/Financial Contributions 0 1,027 931 852 822 775 709 619 524 453 396 

Other Revenue 3,664 4,831 8,514 9,224 4,651 4,763 4,878 4,998 5,128 5,259 5,385 

Other Gains/(Losses) 17 281 290 296 303 311 318 328 338 350 359 

            

TOTAL REVENUE  39,858 48,865 51,339 54,805 54,170 54,192 54,995 65,939 59,344 70,161 64,109 

            
EXPENDITURE            
Employee Benefit Expenses 14,385 15,749 15,820 16,057 16,331 16,657 17,023 17,415 17,832 18,295 18,789 

Depreciation and Amortisation 9,135 10,477 10,861 11,769 11,911 12,053 13,527 13,840 14,078 15,518 15,590 

Finance Costs 1,613 1,475 1,573 1,781 1,755 1,710 1,677 1,726 1,733 1,806 1,583 

(Gains)/Losses 0 0 0 0 0 0 0 0 0 0 0 

Other Expenses 13,415 17,933 18,066 19,294 18,187 18,995 19,422 19,939 20,681 21,579 21,822 

            
TOTAL EXPENDITURE 38,548 45,634 46,320 48,901 48,184 49,415 51,649 52,920 54,324 57,198 57,784 

            
Share of Joint Venture Surplus/(Deficit) 0 0 0 0 0 0 0 0 0 0 0 

Share of Associates Surplus/(Deficit) 0 0 0 0 0 0 0 0 0 0 0 

            

SURPLUS/(DEFICIT) BEFORE TAX 1,310 3,231 5,019 5,904 5,986 4,777 3,346 13,019 5,020 12,963 6,325 

            
Income Tax Expense 0 0 0 0 0 0 0 0 0 0 0 

            

SURPLUS/(DEFICIT) AFTER TAX 1,310 3,231 5,019 5,904 5,986 4,777 3,346 13,019 5,020 12,963 6,325 

            
OTHER COMPREHENSIVE REVENUE & 
EXPENSE            
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Gain/(Loss) on Revaluation 11,732 3,207 18,035 13,072 3,735 20,956 15,158 4,341 22,528 16,339 4,662 
Movement in fair value of available for sale 
financial instruments 0 0 0 0 0 0 0 0 0 0 0 

            
TOTAL COMPREHENSIVE REVENUE & 
EXPENSE 13,042 6,438 23,054 18,976 9,721 25,733 18,504 17,360 27,548 29,302 10,987 
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Prospective cash flow statement 
  

Annual 
plan Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast 

  2020/21   2021/22   2022/23   2023/24   2024/25   2025/26   2026/27   2027/28   2028/29   2029/30   2030/31  

  $000   $000   $000   $000   $000   $000   $000   $000   $000   $000   $000  

            
Cash Flows from operating activities            

Receipts from rates revenue 32,101 33,240 34,671 36,859 39,061 40,627 42,071 43,754 45,790 47,813 49,925 

Receipts from other revenue 8,070 14,649 15,919 17,016 14,794 13,181 12,415 20,129 14,102 20,276 14,627 

Interest received            
Dividends received            
Goods and services tax (net)  0 0 0 0 0 0 0 0 0 0 

Payments to suppliers and employees  (30,574) (35,033) (33,838) (35,001) (34,746) (35,391) (36,273) (37,155) (38,252) (39,566) (40,461) 

Interest paid  (1,613) (1,475) (1,573) (1,781) (1,755) (1,710) (1,677) (1,726) (1,733) (1,806) (1,583) 

Net cash flow from operating activities 7,984 11,381 15,179 17,093 17,354 16,707 16,536 25,002 19,907 26,717 22,508 

            
Cash Flows from investing activities            

Advance payments received 0 0 0 0 0 0 0 0 0 0 0 

Receipts from sale of property, plant & equipment 0 0 0 0 0 0 0 0 0 0 0 

Advance payments made 0 0 0 0 0 0 0 0 0 0 0 

Purchase of property, plant & equipment (16,248) (20,708) (27,692) (14,128) (18,406) (16,442) (19,334) (23,456) (21,773) (17,733) (14,011) 

Purchase of intangible assets 0 0 0 0 0 0 0 0 0 0 0 

Net cash flow from investing activities (16,248) (20,708) (27,692) (14,128) (18,406) (16,442) (19,334) (23,456) (21,773) (17,733) (14,011)  

           
Cash Flows from financing activities            

Proceeds from borrowings 12,500 5,500 10,000 7,000 1,000 0 2,400 3,000 9,000 0 0 

Repayment of finance lease liabilities            
Repayment of borrowings (5,000) (1,000) 0 (7,000) (1,000) 0 (1,000) (3,000) (8,000) (9,000) (8,000) 

Net cash flow from financing activities 7,500 4,500 10,000 0 0 0 1,400 0 1,000 (9,000) (8,000) 

            
Net increase(decrease) in cash and cash equivalents (764) (4,827) (2,513) 2,965 (1,052) 265 (1,398) 1,546 (866) (16) 497 

            
Cash and cash equivalents at the start of the year 1,056 8,699 3,872 1,359 4,324 3,272 3,537 2,139 3,685 2,819 2,803 

            
Cash and cash equivalents at the end of the year 292 3,872 1,359 4,324 3,272 3,537 2,139 3,685 2,819 2,803 3,300 
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Reserve funds statement 
 

Opening Deposited Withdrawn Closing 
Activity that the 

reserve relates to  Balance into Reserve from Reserve Balance  
$000 $000 $000 $000  

     
 

     

Other Reserves      

District Community Recreation 24 0 0 24 Community Services 

Plains Community Recreation 140 0 0 140 Community Services 

Paeroa Community Recreation 236 0 0 236 Community Services 

Waihi Community Recreation 540 0 0 540 Community Services 

Dist. Community Projects Assistance 866 1,990 (560) 2,296 All Activities 

Economic Development Projects 77 0 0 77 Community Services 

Quarry Renewal 1,000 0 0 1,000 Corporate  
2,883 1,990 (560) 4,313  

 
     

Asset Revaluation Reserves      

Land 43,195 15,945 0 59,140 All Activities 

Buildings 16,231 5,252 0 21,483 All Activities 

Wastewater System 14,255 17,805 0 32,060 Wastewater 

Water System 9,368 10,410 0 19,778 Water 

Drainage Network 8,094 11,102 0 19,196 Land Drainage 

Land Transport Network 73,979 61,519 0 135,498 Land Transport  
165,122 122,033 0 287,155  

District Community Projects Assistance Fund 
This reserve fund is to provide funding for community projects. 

District, Paeroa, Plains, and Waihi Community Recreational Funds 
These reserve funds are historic, and were used to accumulate Financial Contributions before changing to a Development 
Contributions regime. The balances will be used to fund Recreation and Community Facilities capital works. 

Economic development projects 
This reserve fund is to provide funding for community development projects. 

Quarry Renewal Fund 
This reserve fund is to provide funding for the cost of rehabilitating Tetley’s Quarry post-closure. 

Asset Revaluation Reserves 
These reserve funds are to hold the net balances from gains/losses from asset revaluations. 
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Notes supporting our financial statements 

Note 1: Statement of Accounting Policies for the Forecast Years 2021-2031 

Reporting entity 

The Hauraki District Council (HDC) is a territorial local authority governed by the Local Government Act 2002 (LGA) and is 
domiciled and operates in New Zealand. The relevant legislation governing the HDC’s operations includes the LGA and the 
Local Government (Rating) Act 2002. 
 
HDC provides local infrastructure, local public services, and performs regulatory functions to our communities. HDC does not 
operate to make a financial return.  
 
HDC has designated itself as a public benefit entity (PBE) for financial reporting purposes. 
 
These prospective financial statements are for Hauraki District Council as a separate legal entity. Consolidated perspective 
financial statements comprising of the Council and its subsidiaries and associates have not been prepared. 
 

Basis of preparation 

The financial statements have been prepared on the going concern basis, and the accounting policies have been applied 
consistently throughout the period. 
 

Budget figures 

The budget figures are those approved by the Council in its 2021/31 Long Term Plan. The budget figures have been prepared in 
accordance with PBE FRS 42, using accounting policies that are consistent with those adopted by the Council in preparing these 
financial statements. 

Standards issued and not yet effective that have been early adopted 

Standards and amendments issued but not yet effective that have been early adopted are: 

Financial instruments  

In March 2019, the XRB issued PBE IPSAS 41 Financial Instruments. PBE IFRS 41 supersedes parts of PBE IPSAS 29 Financial 
Instruments: Recognition and Measurement. It also supersedes PBE IFRS 9 Financial Instruments. PBE IPSAS 41 is effective for 
annual periods beginning on or after 1 January 2022, with early application permitted.  
 
The main changes under PBE IPSAS 41 are:  

 Introduces a new classification and measurement model for financial assets that considers the characteristics of the asset’s 
cash flows and the objective for which the asset is held. This could result in some instruments moving from amortised cost 
accounting to fair value accounting, or vice versa. 

 Applies a forward-looking expected credit loss model that is applicable to all financial instruments subject to impairment 
testing. 

 Introduces a hedge accounting model that broadens the hedging arrangements in scope of the guidance. The model 
develops a strong link between an entity’s risk management strategies and the accounting treatment for instruments held 
as part of the risk management strategy. Entities that adopt PBE IPSAS 41 have a choice of either adopting the new 
hedging model of PBE IPSAS 41 or continuing to apply the hedging model of PBE IPSAS 29. 

 
The Council has applied PBE IPSAS 41 in preparing its financial statements for the entire ten years covered by this LTP from 1 
July 2021. The 2020/21 comparative annual plan forecast information was prepared using different financial instrument 
accounting policies than what was applied in the LTP forecast financials. The reader is referred to the financial instrument 
accounting policies included in the 2020/21 annual plan 
 
 
 

Statement of compliance 

The prospective financial statements have been prepared in accordance with the requirements of the LGA, which includes the 
requirement to comply with New Zealand Generally Accepted Accounting Practice (NZ GAAP). They comply with PBE FRS42 
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Prospective Financial Statements, NZ PBE (Tier1) IPSAS and other applicable Financial Reporting Standards, as appropriate for 
New Zealand public benefit entities. 
 
It is a requirement of the LGA to present prospective financial statements that span 10 years as part of a Long Term Plan. This 
provides an opportunity for ratepayers and residents to review the prospective financial results and position of HDC.  
 
The information in these statements may not be appropriate for purposes other than those prescribed above. Prospective 
financial statements are revised annually to reflect updated assumptions and costs. These financial statements are for the 
period 1 July 2021 to 30 June 2031 and are presented in New Zealand dollars, and rounded to the nearest thousand ($000), 
unless otherwise stated. 
 
The accounting policies set out below have been applied consistently to all periods presented in these prospective financial 
statements. 
 
The prospective financial statements for each year of the LTP were authorised for issue by the Hauraki District Council on DD-
MM-2021. HDC is responsible for the prospective financial statements presented, including underlying assumptions underlying 
prospective financial statements and other disclosures. 
 
There is no intent to update the 2021-31 statements subsequent to presentation. 
 
To meet all requirements of the local government legislation we provide three sets of financial information as set out in the 
table below. 
 

Set of financial information Key differences between these three sets of 
information 

Usual Generally Accepted Accounting Principles (GAAP) 
regulated statements of financial position, 
comprehensive revenue and expenses, etc.  
 

The GAAP regulated financial statements must adhere to 
GAAP requirements; 
 

Non-GAAP compliant Funding Impact Statements 
(FIS’s) 
 

The FIS is intended to make the sources and applications 
of HDC funds more transparent to its stakeholders than 
might be the case if only the usual GAAP financial 
statements were provided. The FIS is prescribed by the 
Local Government (Financial Reporting and Prudence) 
Regulations 2014 and is required by the LGA; and 
 

Annual Plan disclosure statement as required by the 
Local Government (Financial Reporting and Prudence) 
Regulations 2014. 
 

The Long Term Plan disclosure statement is to disclose 
HDC’s planned financial performance in relation to various 
benchmarks to help our communities assess whether HDC 
is prudently managing its revenues, expenses, assets, 
liabilities, and general financial dealings. 
 

Measurement Base 

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

Judgements and estimations 

The preparation of prospective financial statements using public benefit entity (PBE) standards requires the use of judgements, 
estimates and assumptions. Where material, information on the main assumptions is provided in the relevant accounting 
policy. 
 
The estimates and assumptions are based on historical experience as well as other factors that are believed to be reasonable 
under the circumstances. Subsequent actual results may differ from these estimates. 
 
The estimates and assumptions are reviewed on an ongoing basis and adjustments are made where necessary.  
 
Judgements that have a significant effect on the financial statements and estimates, with a significant risk of material 
adjustment in the next year, are discussed in the relevant notes within this section. Significant judgements and estimations 
include asset revaluations, impairments, certain fair value calculations and provisions. 
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Subsidiaries 

HDC has no subsidiaries. 

Associates 

HDC’s associate investment is accounted for in the financial statements using the equity method. An associate is an entity over 
which HDC has significant influence and that is neither a subsidiary nor an interest in a joint venture. The investment in an 
associate is initially recognised at cost and the carrying amount in the financial statements is increased or decreased to 
recognise HDC’s share of the surplus or deficit of the associate after the date of acquisition. Distributions received from an 
associate reduce the carrying amount of the investment. 
 
HDC discontinues recognising its share of further deficits if the share of deficits of an associate equals or exceeds its interest in 
the associate. After HDC’s interest is reduced to zero, additional deficits are provided for, and a liability is recognised, only to 
the extent that HDC has incurred legal or constructive obligations or made payments on behalf of the associate. If the associate 
subsequently reports surpluses, HDC will resume recognising its share of those surpluses only after its share of the surpluses 
equals the share of deficits not recognised. 
 
Where HDC transacts with an associate, surpluses or deficits are eliminated to the extent of HDC’s interest in the associate. 

Joint ventures 

A joint venture is a contractual arrangement whereby two or more parties undertake an economic activity that is subject to 
joint control. HDC accounts for its interest in a jointly controlled operation using the equity method. HDC’s share of joint 
venture net revenue is included in the surplus or deficit. 

Revenue 

Revenue is measured at the fair value of consideration received or receivable. Revenue may be derived from either exchange or 
non-exchange transactions. 

Exchange transactions 

Exchange transactions are transactions where HDC receives assets (primarily cash) or services, or has liabilities extinguished, 
and directly gives approximately equal value (primarily in the form of goods, services, or use of assets) to another entity in 
exchange. 

Non-exchange transactions 

Non-exchange transactions are transactions that do not fall within the above definition of exchange transactions. In a non-
exchange transaction, HDC either receives value or gives value to another entity without directly giving or receiving 
approximately equal value in exchange. 

Rates revenue 

Rates are set by HDC annually by resolution and relate to a particular financial year. All ratepayers are invoiced within the 
financial year for which the rates have been set. Rates revenue is recognised proportionately throughout the year. Rates 
revenue is classified as non-exchange except for water by volume rates which are classed as exchange revenue. 
 
Late payment penalties arising from overdue rates are recognised as revenue when rates become overdue. 
 
Rates remissions are recognised as a reduction of rates revenue when HDC has received an application that satisfies its rates 
remission policy. 

Metered water rates revenue 

Water billing revenue is recognised on an accrual basis. Unbilled water usage, as a result of unread meters at year end, is 
accrued on an average usage basis. 

Roading subsidies 

HDC receives funding assistance from the New Zealand Transport Agency, which subsidises part of HDC’s maintenance and 
capital costs of maintaining the local roading infrastructure. The subsidies are recognised as revenue upon entitlement as 
conditions pertaining to eligible expenditure have been fulfilled. 

Grants and reimbursements 

Grants and reimbursements are recognised as revenue at their fair value where there is reasonable assurance that the payment 
will be received and all conditions will be complied with.  
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Where there is an obligation to return the funds if conditions of the grant are not net, the grants are recorded as grants received 
in advance and not recognised as revenue until the conditions of the grant are satisfied.  

Provision of Services 

Revenue from the rendering of services is recognised by reference to the stage of completion of the transaction at balance 
date, based on the actual service provided as a percentage of the total services to be provided. 

Sales of Goods 

Sales of goods are recognised when a product is sold to the customer. The recorded revenue is the gross amount of the sale.  

Vested Assets 

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 HDC are recognised as revenue when control over the asset is obtained. A liability is recognised only if HDC 
expects that it will need to return or pass the asset to another party. 
The fair value of vested or donated assets is usually determined by reference to the cost of constructing the asset. For assets 
received from property developments, the fair value is based on construction price information provided by the property 
developer. 

Commissions and Fees 

Where revenue is derived by acting as an agent for another party, the revenue that is recognised is the commission or fee on 
the transaction. 

Interest and Dividends 

Interest revenue is recognised using the effective interest method. Interest revenue on an impaired financial asset is recognised 
using the original effective interest rate. Dividends are recognised when the right to receive payment has been established.  

Development contributions 

Development contributions are recognised as revenue when HDC provides, or is able to provide, the service for which the 
contribution was paid. 
 
In cases where contributions are collected in advance to fund a service that is not currently provided in an area, the contribution 
is initially recognised as revenue in advance, until such time as the service is provided. 

Construction contracts 

During the life of the 2021-31 Long Term Plan, HDC does not foresee itself in engaging in construction contracts as a 
contractor, apart from minor public works.  

Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

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 HDC has no obligation to award on receipt of the grant application and are 
recognised as expenditure when a successful applicant has been notified of HDC’s decision. 

Taxation 

Goods and Services Tax (GST) 

The financial statements have been prepared on a GST exclusive basis with the exception of accounts receivable and accounts 
payable, which are stated with GST included.  
 
Where GST is not recoverable as input tax, it is recognised as part of the related asset or expense. The net amount of GST 
recoverable from, or payable to, the Inland Revenue Department (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 the GST relating to investing and financing activities, is classified as an 
operating cash flow in the statement of cash flows. Commitments and contingencies are disclosed exclusive of GST. 
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Fringe Benefit Tax (FBT) 

Where a fringe benefit tax liability arises this has been charged to operating expenditure. 

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, HDC recognises finance leases as assets and liabilities in the statement of financial 
position 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 HDC 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. 
 
The finance charge is charged to surplus or deficit, over the lease period so as to produce a constant periodic rate of interest on 
the remaining balance of the liability. 

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. 

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 in the statement of financial position. 

Trade and other receivables 

Trade and other receivables are recorded at their face value, less any provision for impairment. 
 
Impairment of a receivable is established when there is objective evidence that HDC will not be able to collect amounts due 
according to the original terms of the receivable. The amount of the impairment is the difference between the asset’s carrying 
amount and the present value of estimated future cash flows, discounted using the original effective interest rate.  

Inventories 

Inventory held for use in the production of goods and services on a commercial basis is valued at the lower of cost and net 
realisable value. The cost of purchased inventory is determined using the first-in first-out (FIFO) method. 
 
Inventories held for distribution or consumption in the provision of services that are not supplied on a commercial basis are 
measured at cost (using the FIFO method), adjusted, when applicable, for any loss of service potential. Where inventory is 
acquired at no cost or for nominal consideration, the cost is the current replacement cost 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. 
 
When land held for development and future resale is transferred from investment property/property, plant, and equipment to 
inventory, the fair value of the land at the date of the transfer is its deemed cost. Costs directly attributable to the developed 
land are capitalised to inventory, with the exception of infrastructural asset costs which are capitalised to property, plant, and 
equipment. 

Financial assets 

HDC classifies its financial assets into four categories. The classification depends on the purpose for which the investments 
were acquired. Management determines the classification of its investments at initial recognition and re-evaluates this 
designation at every reporting date. 
 
Financial assets and liabilities are initially measured at fair value plus transaction costs unless they are carried at fair value 
through surplus or deficit in which case the transaction costs are recognised in the surplus or deficit. 
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Purchases and sales of investments are recognised on trade-date, the date on which HDC commits to purchase or sell the asset. 
Financial assets are derecognised when the rights to receive cash flows from the financial assets have expired or have been 
transferred and HDC has transferred substantially all the risks and 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. HDC uses a variety of methods and makes assumptions that are based on market 
conditions existing at each balance date. Quoted market prices or dealer quotes for similar instruments are used for long-term 
debt instruments held. 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 as follows. 

1. Financial assets at fair value through surplus or deficit 

Financial assets at fair value through surplus or deficit include financial assets held for trading. A financial asset is classified in 
this category if acquired principally for the purpose of selling in the short-term or it is part of a portfolio of identified financial 
instruments that are managed together and for which there is evidence of short-term profit-taking. Derivatives are also 
categorised as held for trading unless they are designated into a hedge accounting relationship for which hedge accounting is 
applied. 
 
Financial assets acquired principally for the purpose of selling in the short-term or part of a portfolio classified as held for 
trading are classified as a current asset. Derivatives are classified as current if they mature within 12 months of balance date, 
and are classified as non-current if they mature greater than 12 months after balance date. 
 
After initial recognition, financial assets in this category are measured at their fair values with gains or losses on re-
measurement recognised in the surplus or deficit. 

2. Loans and Receivables 

These are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They are 
included in current assets, except for maturities greater than 12 months after the balance date, which are included in non-
current assets.  
 
After initial recognition, they are measured at amortised cost, using the effective interest method, less impairment. Gains and 
losses when the asset is impaired or derecognised are recognised in the surplus or deficit.  
 
Loans to community organisations made 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 financial instrument. The loans are 
subsequently measured at amortised cost using the effective interest method. The difference between the face value and 
present value of the expected future cash flows of the loan is recognised in the surplus or deficit as a grant. 

3. Held to maturity investments 

Held to maturity investments are assets with fixed or determinable payments and fixed maturities that HDC has the positive 
intention and ability to hold to maturity. After initial recognition they are measured at amortised cost using the effective 
interest method less impairment. Gains and losses when the asset is impaired or derecognised are recognised in the surplus or 
deficit.  
They are included in current assets, except for those with maturities greater than 12 months after balance date, which are 
included in non-current assets.  
HDC does not hold any assets in this category at present. 

4. Financial assets at fair value through other comprehensive revenue and expense 

Financial assets at fair value through other comprehensive revenue and expense are those that are designated into the 
category at initial recognition or are not classified in any of the other categories above. They are included in non-current assets 
unless management intends to dispose of, or realise, the investment within 12 months of balance date. HDC includes in this 
category: 
 investments that it intends to hold long-term but which may be realised before maturity; and 
 shareholdings that it holds for strategic purposes. 
 
These investments are measured at their fair value, with gains and losses recognised in other comprehensive revenue and 
expense, except for impairment losses, which are recognised in the surplus or deficit. On derecognition, the cumulative gain or 
loss previously recognised in other comprehensive revenue and expense is reclassified from equity to the surplus or deficit.  
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Impairment of financial assets 

Loans and receivables 

Impairment of a loan or a receivable is established when there is objective evidence that HDC will not be able to collect 
amounts due according to the original terms. Significant financial difficulties of the debtor/issuer, probability that the 
debtor/issuer will enter into bankruptcy, and default in payments are considered indicators that the asset is impaired. The 
amount of the impairment is the difference between the asset’s carrying amount and the present value of estimated future 
cash flows, discounted using the original effective interest rate. For debtors and other receivables, the carrying amount of the 
asset is reduced through the use of an allowance account, and the amount of the loss is recognised in the surplus or deficit. 
When the receivable is uncollectible, it is written off against the allowance account. Overdue receivables that have been 
renegotiated are reclassified as current (i.e. not past due). For term deposits, local authority stock, government stock and 
community loans, impairment losses are recognised directly against the instruments carrying amount. 
 
At each balance sheet date HDC 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 surplus or deficit. 

Financial assets at fair value through other comprehensive revenue and expense 

For equity investments, a significant or prolonged decline in the fair value of the investment below its cost is considered 
objective evidence of impairment. 
 
For debt investments, significant financial difficulties of the debtor, probability that the debtor will enter into bankruptcy, and 
default in payments are considered objective indicators that the asset is impaired. 
 
If impairment evidence exists for investments at fair value through other comprehensive revenue and expense, the cumulative 
loss (measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that 
financial asset previously recognised in the surplus or deficit) recognised in other comprehensive revenue and expense is 
reclassified from equity to the surplus or deficit. 
 
Equity instrument impairment losses recognised in the surplus or deficit are not reversed through the surplus or deficit. 
 
If in a subsequent period the fair value of a debt instrument increases and the increase can be objectively related to an event 
occurring after the impairment loss was recognised, the impairment loss is reversed in the surplus or deficit.  

Accounting for derivative financial instruments 

HDC uses derivative financial instruments to manage exposure to foreign exchange and interest rate risks arising from 
financing activities. In accordance with its Investment and Liability Management Policy, HDC does not hold or issue derivative 
financial instruments for trading purposes. HDC’s interest rate swap portfolio was valued as at 30 June 2020 by Council staff 
using software provided by Hedgebook, and the 2021-31 Long Term Plan assumes no change to this valuation. The movement 
in fair value has been included in surplus/(deficit) in the Statement of Comprehensive Revenue and Expense. HDC did not hold 
any forward foreign exchange contracts at balance date. 

Non-current assets held for sale 

The only asset currently included in this category is property held for sale.  
 
The majority of property intended for sale relates to subdivisions that HDC has developed in Kerepehi and Ngatea. 
 
HDC has capitalised the cost of the land, design/survey fees, power and telephone reticulation, and other expenses directly 
associated with the project. HDC considers the amounts capitalised to be less than net realisable value.  
 
Expenditure incurred on the development of roading, including footpaths and kerb and channelling, wastewater and water 
reticulation and stormwater have not been included. The cost of these assets has been added to the appropriate infrastructural 
classification. 
 
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. 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 surplus or deficit. 
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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. 

Property, plant and equipment 

This category of assets includes: 

 operational assets, being tangible assets such as land, buildings, library books, plant and equipment, and motor vehicles  
 restricted assets, being property, owned by HDC which provide a benefit or service to the community and cannot be 

disposed of because of legal or other restrictions, such as parks and reserves, or landfill post closure  
 infrastructure assets, being the fixed utility systems owned by HDC. Each infrastructural asset class includes all items that 

are required for the network to function, for example, wastewater reticulation includes reticulation piping and wastewater 
pump stations. These are generally not regarded as tradable. 

 
Land (operational and restricted) is measured at fair value, and buildings (operational and restricted), library books, and 
infrastructural assets (except land under roads) are measured at fair value less accumulated depreciation. All other asset classes 
are measured at cost less accumulated depreciation and impairment losses. 

Revaluation 

Land and buildings (operational and restricted), library books, and infrastructural assets (except land under roads) are revalued 
with sufficient regularity to ensure that their carrying amount does not differ materiality from the assets’ fair value and at least 
every three years. 
 
The carrying values of revalued assets are assessed annually to ensure that they do not differ materially from the assets’ fair 
values. If there is a material difference, then the off-cycle asset classes are revalued. 
 
Revaluations of property, plant and equipment are accounted for on a class of asset basis. 
 
The net revaluation results are credited or debited to other comprehensive revenue and expense and are accumulated to an 
asset revaluation reserve in equity for that class of asset. Where this would result in a debit balance in the asset revaluation 
reserve, this balance is not recognised in other comprehensive revenue and expense but is recognised in the surplus or deficit. 
Any subsequent increase on revaluation that reverses a previous decrease in value recognised in the surplus or deficit will be 
recognised first in the surplus or deficit up to the amount previously expensed, and then recognised in other comprehensive 
revenue and expense. 

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 HDC 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 through a non-
exchange transaction, it is recognised at fair value as at the date of acquisition.  
 
Work in progress is recognised at cost less impairment and is not depreciated. 

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 HDC and the cost of the item can be measured reliably. The costs of day to day 
servicing of property, plant and equipment are recognised in the surplus or deficit as they are incurred.  

Land 

All land was valued as at 30 June 2019 plus additions/development at cost, less disposals. Land valuations were completed by 
Quotable Value NZ, qualified independent valuers, and confirmed as being suitable for financial reporting.  
 
Over the tenure of the 2021 Long Term Plan it is assumed that land will be revalued on 30 June 2022; 2025; 2028; and 2031. 
 
Land is valued at fair value using market-based evidence based on its highest and best use with reference to comparable land 
values. Adjustments have been made to the ‘unencumbered’ land value where there is a designation against the land or the use 
of the land is restricted because of reserve or endowment status. These adjustments are intended to reflect the negative effect 
on the value of the land where an owner is unable to use the land more intensely. 
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Buildings 

All buildings were valued at 1 July 2020 plus additions/development at cost, less disposals. Building valuations were completed 
by independent valuers, and confirmed as being suitable for financial reporting. 
 
Over the tenure of the 2021 Long Term Plan it is assumed that buildings will be revalued on 1 July 2023; 2026; 2030. 
 
Specialised buildings were valued by SPM Assets Ltd at fair value using depreciated replacement cost because no reliable 
market data is available for such buildings. 
 
Depreciated replacement cost is determined using a number of significant assumptions. Significant assumptions include: 

 the replacement asset is based on the replacement with modern equivalent assets with adjustments where appropriate for 
obsolescence due to over-design or surplus capacity 

 the replacement cost is derived from recent construction contracts of similar assets and Property Institute of New Zealand 
cost information 

 the remaining useful life of assets is estimated 
 straight-line depreciation has been applied in determining the depreciated replacement cost value of the asset. 

 
Non-specialised buildings (for example, residential buildings) were valued by Curnow Tizard Ltd at fair value using market-
based evidence. Market rents and capitalisation rates were applied to reflect market value. 
 
The valuation of earthquake prone buildings does not include any adjustment for estimated building strengthening and costs or 
any association lost rental during the time to undertake the strengthening work. 

Infrastructural assets 

Roading assets were valued by the independent valuers, Opus International Consultants Ltd as at 1 July 2019. Land under roads 
was valued by the independent valuers, Opus International Consultants Ltd as at 30 June 2002 using the average market value 
of land by ward and land use category. Since the introduction of International Financial Reporting Standards, on 30 June 2007, 
land under roads has been recognised at deemed cost 
Over the tenure of the 2021 Long Term Plan it is assumed that roading assets will be revalued on 30 June 2023; 2026; and 2029. 
 
Water (with the exception of the Waihi water treatment plant), wastewater, stormwater and drainage assets were valued by 
internal staff which was peer reviewed by Waugh Infrastructure Ltd as at 1 July 2020.  
 
Over the tenure of the 2021 Long Term Plan it is assumed that water, wastewater, stormwater and drainage assets will be 
revalued on 1 July 2023; 2026; and 2029. 
 
Infrastructural assets are also carried at fair value, which is deemed to be depreciated replacement cost because the assets are 
of a specialised nature. The depreciated replacement costs are determined on the basis of valuations prepared every three 
years. The revaluation process involves assessing the current optimised replacement cost on a brownfields basis, using highest 
and best use basis and remaining useful lives. 

Library books 

These are valued annually and are valued at depreciated replacement cost by HDC staff. Estimates of the remaining useful life 
over which the asset will be depreciated have been determined based on HDC’s policy on book replacement, as well as 
historical book replacement data. 

Vehicles, equipment and technology 

These assets are carried at cost less accumulated depreciation. 

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 surplus or deficit. When re-valued assets are sold, the amounts included in asset 
revaluation reserves in respect of those assets are transferred to retained earnings. 

Depreciation 

Land and assets under construction are not depreciated.  
 
All other assets are depreciated on a straight line basis that will spread the cost of the asset, less any residual value, over the 
expected useful life of the asset. The useful lives of assets have been identified on a component–by–component basis. A 
summary of the range of expected useful lives of assets follows: 
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Roading: 

 Seal (5-20 years) 
 Base course (20-100 years) 
 Surface Water Channels (10-75 years) 
 Retaining Walls (85 years) 
 Railings (20-50 years) 
 Culverts (75 years) 
 Footpaths (15-75 years) 
 Bridges (30-100 years) 
 Street lighting (25 years) 
 Signs (12.5-20 years) 

Buildings: 

 Structure (80 years) 
 Roof cladding (30 years) 
 Electrical/Mechanical (25 years) 
 Plumbing (30 years) 
 Internal wall linings (25 years) 
 Lifts (25 years) 
 Air Conditioners (15 years) 
 Site Improvements (25 years) 

Other Assets: 

 Water Reticulation (70-120 years) 
 Water Treatment (10-100 years) 
 Wastewater reticulation (70-120 years) 
 Wastewater Treatment (10-100 years) 
 Stormwater reticulation (50-130 years) 
 Drainage and flood protection (20-200 years) 
 Library Books (8 years) 
 Equipment  (2-94 years) 
 Technology (2-10 years) 
 Fixtures and Fitting (7-10 years) 

 
Assets purchased during the financial year are depreciated on a remaining month’s basis. 
 

Intangible assets 

Software acquisition and development 

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to use the specific 
software. 
 
Costs associated with maintaining computer software are recognised as an expense when incurred. Costs that are directly 
associated with the development of software for internal use by HDC, are recognised as an intangible asset. Direct costs include 
the software development employee costs and an appropriate portion of relevant overheads. Staff training costs are 
recognised in the surplus or deficit when 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 derecognised. The amortisation charge for 
each period is recognised in the surplus or deficit. The useful lives of major classes of intangible assets have been estimated as 
follows: 

 computer software 3-10 years  

Carbon Credits 

Purchased carbon credits are recognised at cost on acquisition. Free carbon credits received from the Crown are recognised at 
fair value on receipt. They are not amortised, but are instead tested for impairment annually. They are derecognised when they 
are used to satisfy carbon emission obligations. 
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Forestry assets 

Forestry assets are independently re-valued by PF Olsen & Company, a registered forest valuer annually at fair value less 
estimated point of sale costs. Fair value is determined based on the present value of expected net cash flows discounted at a 
current market determined pre-tax rate. 
 
Gains or losses arising on initial recognition of biological assets at fair value less estimated point of sale costs and from a change 
in fair value less estimated point of sale costs are recognised in the surplus or deficit.  
 
The costs to maintain the forestry assets are included in the surplus or deficit. 

Investment property 

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, HDC 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 surplus or deficit. 

Impairment of property, plant and equipment, and intangible assets 

Intangible assets subsequently measured at cost that have an indefinite useful life are not subject to amortisation and are 
tested annually for impairment. 
 
Property, plant and equipment and intangible assets subsequently measured at cost 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. 
 
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. The total impairment loss is recognised in the surplus or deficit. The reversal of an impairment loss is 
recognised in the surplus or deficit. 
 
For assets not carried at a revalued amount, the total impairment loss is recognised in the surplus or deficit.  
 
The reversal of an impairment loss on a revalued asset is credited to other comprehensive revenue and expense and increases 
the asset revaluation reserve for that class of asset. However, to the extent that an impairment loss for that class of asset was 
previously recognised in the surplus or deficit, a reversal of the impairment loss is also recognised in the surplus or deficit. 
 
For assets not carried at a revalued amount, the reversal of an impairment loss is recognised in the surplus or deficit. 

Value in use for non-cash generating assets 

Non-cash-generating assets are those assets that are not held with the primary objective of generating a commercial return. 
 
For non-cash-generating assets, value in use is determined using an approach based on either a depreciated replacement cost 
approach, restoration approach, or a service units’ approach. The most appropriate approach used to measure value in use 
depends on the nature of the impairment and availability of information. 

Value in use for cash-generating assets 

Cash generating assets are those assets that are held with the primary objective of generating a commercial return.  
 
The value in use for cash-generating assets is the present value of expected future cash flows. 

Trade and other payables 

Trade and other payables are recognised at face value. 
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Employee benefits 

Short-term benefits 

Employee benefits that HDC expects to be settled within 12 months of balance date are measured at nominal values based on 
accrued entitlements at current rates of pay. 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. 
 
HDC 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 HDC anticipates it will be used by staff to cover those future absences.  
 
The liability and an expense are recognised for bonuses where HDC has a contractual obligation or where there is a past 
practice that has created a constructive obligation. 

Long-term benefits 

Long service leave and retirement leave entitlements that are payable beyond 12 months have been  
calculated on an actuarial basis. The calculations are based on: 

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

 the present value of the estimated future cash flows. A discount rate of 6% and an inflation factor of 4% were used. The 
discount rate is based on expected interest rates for 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. 

Presentation of employee entitlements 

Sick leave, annual leave, and vested long service leave are classified as a current liability. Non-vested long service leave and 
retirement gratuities expected to be settled within 12 months of balance date are classified as a current liability. All other 
employee entitlements are classified as a non-current liability. 

Superannuation schemes 

HDC has not entered into a defined benefit scheme. Payments to defined contributions schemes are expensed in the surplus or 
deficit when incurred. 

Provisions 

HDC 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 an outflow of future economic benefits will be required to 
settle the obligation and a reliable estimate can be made of the amount of the obligation.  
 
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 and is included in finance costs. 

Financial guarantee contracts 

A financial guarantee contract is a contract that requires HDC to make specified payments to reimburse the holder of the 
contract for a loss it incurs because a specified debtor fails to make payment when due. 
 
Financial guarantee contracts are initially recognised at fair value. If a financial guarantee contract was issued in a stand-alone 
arm's length transaction to an unrelated party, its fair value at inception is equal to the consideration received. When no 
consideration is received a provision is recognised based on the probability that HDC will be required to reimburse a holder for a 
loss incurred discounted to present value. The portion of the guarantee that remains unrecognised, prior to discounting to fair 
value, is disclosed as a contingent liability. 
 
Financial guarantees are subsequently measured at the initial recognition amount less any amortisation, however if HDC 
assesses that it is probable that expenditure will be required to settle a guarantee, then the provision for the guarantee is 
measured at the present value of the future expenditure. 

Borrowings 

Borrowings are initially recognised at their fair value. After initial recognition, all borrowings are measured at amortised cost 
using the effective interest method. 
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Borrowings are classified as current liabilities unless the HDC has an unconditional right to defer settlement of the liability for at 
least 12 months after balance date or if the borrowings are expected to be settled within 12 months of balance date. 

Equity 

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

 accumulated funds 
 other reserves 
 asset revaluation reserves. 

Other reserves 

Other reserves are a component of equity generally representing a particular use to which various parts of equity have been 
assigned. Other reserves are those subject to specific conditions accepted as binding by HDC and which may not be revised by 
HDC without approval by HDC. Transfers from these reserves may be made only for certain specified purposes or when certain 
specified conditions are met. 

Asset revaluation reserves 

This relates to the revaluation of property, plant and equipment to fair value. 

Cost allocation 

The cost of service for each significant activity of HDC has been derived using the cost allocation system outlined below.  
 
Direct costs are those costs directly attributable to a significant activity. Indirect costs are those costs that cannot be identified 
in an economically feasible manner with a specific significant activity. 
 
Direct costs are charged directly to significant activities. Indirect costs are charged to significant activities using appropriate 
cost drivers such as actual usage, staff numbers, and floor area. 

Critical accounting estimates and assumptions 

In preparing these financial statements HDC 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 

HDC has responsibility under resource consents to provide ongoing maintenance and monitoring of three closed landfills. The 
cash outflows for landfill post closure are expected to occur over 20 years. The long-term nature of the liability means that 
there are inherent uncertainties in estimating costs that will be incurred. The provision has been estimated taking into account 
existing technology and using a discount rate of 7.5%. 

Infrastructural assets 

There are a number of assumptions and estimates used when performing depreciated replacement cost valuations over 
infrastructural assets. These include: 
 The physical deterioration and condition of an asset, for example HDC 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 storm water, 
wastewater and water supply pipes that are underground. This risk is minimised by HDC 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, ground condition and traffic growth. If useful lives 
do not reflect the actual consumption of the benefits of the asset, then HDC could be over or under estimating the annual 
depreciation charge recognised as an expense in the statement of comprehensive revenue and expense. To minimise this 
risk HDC’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 HDC’s asset management planning activities, which gives HDC further assurance over its useful life estimates. 
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 Experienced independent valuers perform/review HDC’s infrastructural asset revaluations. 

Critical judgements in applying Council’s accounting policies 

Classification of property 

The receipt of market-based rental from these properties is incidental to holding these properties. These properties are held for 
service delivery objectives as part of HDC’s social housing policy. These properties are accounted for as property, plant and 
equipment. 
 


