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CARTERTON

DISTRICT COUNCIL

AGENDA

The Agenda of the Extraordinary Council Meeting of the Carterton District Council to be
held at the Hurunui o Rangi Meeting Room at the Carterton Event Centre,
50 Holloway Street, Carterton on Wednesday 22 March 2017 at 1.00pm.

1. Apologies

2. Conflict of Interest Declaration

3. Public Forum

4, Consultation Document for the 2017/18 Annual Plan

5. Regional Waste Management and Minimisation Plan Consultation
Jane Davis

Chief Executive
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CARTERTON

DISTRICT COUNCIL

22 March 2017

Adoption of consultation documents for Annual Plan 2017/18

1. PURPOSE

This report seeks Council’s adoption of the consuitation document for the proposed
Annual Plan 2017/18, and the adoption of the supporting information.

2. SIGNIFICANCE AND ENGAGEMENT

The matters for decision in this report are considered to be of ‘medium’ significance
under the Significance and Engagement Policy. Therefore a consultation and
engagement process is proposed.

3. BACKGROUND

Under section 95 of the Act, the Council must adopt an annual plan before each financial
year starts, It may, however, decide that there are no significant or material differences
from that year in the Long Term Plan. If so decided, no consultation is necessary.

I the Council decides that there are significant differences, or simply that it chooses to
consult, it must prepare and adopt a consultation document as set out in section 95A of
the Act.

Further, the Council must adopt the information that is relied on by the content of the
consultation document, and this information must be adopted before the consultation
document is adopted.

4. CONSULTATION DOCUMENT

A consultation document has been prepared that reflects the discussion at Council
workshops and the issues identified. These issues are:

e deferring some of the construction work of the development project for treating and
disposing sewage

e combining the water races for rating purposes

e amending the finance strategy to reduce rate-funding of the depreciation expenses.
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In accordance with the requirements of section 954, each issue is explained, options are
given, the Council’s preferred position, and the impact on rates, debt, and services of the
preferred position provided.

A financial summary, proposed rates, and where to find further information is also
provided, along with a submission form.

A copy of the proposed consultation document is attached as Appendix A for your
adaption.

5. SUPPORTING INFORMATION
In terms of section 954, the following information was relied on:

a information already adopted with the Long Term Plan
e the Long Term Plan 2015-2025
¢ vision and community outcomes
* s76AA significance and engagement policy
e 5100 balanced budget policy
* 5101B infrastructure strategy
#* 5103 revenue and financing policy
*» 5104 liability management policy
* 5105 investment policy
* 5106 financial contributions policy
¢ 5108 remission and postponement of rates on Maori freehold land policy
e 5109 remission of rates policy
¢ 5110 postponement of rates policy

b proposed information prepared for the Annual Plan 2017/18 consultation:
* 5101A financial strategy
¢ funding impact statement
* asummary far each group of activities
o prospective financial statements
e financial prudence disclosure statements
* significant forecasting assumptions
e accounting policies
¢ fees and charges.

The documents in {b} above will be made available at Council offices and on the Council
website. They are referred to in the consultation document. A copy of the supporting
information is attached as Appendix B.

6. FUNDING IMPACT STATEMENT (WATER RACES}

The funding impact statement is defined in Schedule 10 clause 20 of the Act. It must
identify the sources and amounts of funding, and how they are to be applied. It must set
out differentials for general rates and specify targeted rates.
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A change is proposed to the definition for the targeted rate for rural water race rates.
Currently, there are two targeted rates. As recommended by the Water Race
Committee, the Taratahi and Carrington water races would be combined for rating
purposes. This requires changing the Funding Impact Statement so that there is one
combined targeted rate as follows:

The Council propeses to charge a torgeted rate on o differential bosis, calculoted on lond
areg, on rating units within the Tarotahi and Corrington woter race system classified
areds as follows:

Class A land area 200 metres either side of the centreline of the water race

Class 8 land area from 200 to 500 metres either side of the centreline of the water race

Class C land area abie to be irrigated from woter drawn from noturel watercourses fed
from either the Carrington Water Race System or the Taratahi Water Race
System, calculated from conditions of the applicable resource consent.

Additionally, the Council propioses to set o rural woter services rate, on every rating unit
situcted in the Tarctahi and Carrington water race system classified areas for provision
af the service, including where;

© the woter race goes through the rating unit, piped or not

* wateris drawn for stock or domestic supply, or

v wateris drawn from a neighbouring rating unit for stock or domestic supply.

7. FINANCIAL STRATEGY (DEPRECIATION FUNDING)

The financial strategy explains how the Council will manage its finances over the term of
the Long Term Plan. It sets out the general approach and principles to be followed, and it
provides a guide against which proposals for funding and expenditure can be assessed.

Under Section 100 of the Act {balancing the budget), the Council is required to ensure
that it raises sufficient revenue to cover its projected operating expenses unless it
ctonsiders it prudent not to do so. This part of the financial strategy describes whether
and how the Council will fund its depreciation expense.

A change is proposed to the section on depreciation {changes in italics) as follows:

- the Council will fully fund the depredation expense, except for the following:
* roads and footpaths
¢ Events Centre building and fitout

¢ oillpen-funded capital and renewals expenditure loanfunded infrastructure developmant;

This recognises that either we do not need to build up the full amount of funds for future
replacement, or it would not be fair on the current generation of ratepayers.

8. PROPOSED FEES AND CHARGES
Fees and charges are applied under the Council’s revenue and financing policy:

Where the Council has deemed there is a direct or partial benefit to the end user,
g building control and resource consents. For activities where enforcement action is
necessory the ‘exocerbator pays’ principle applies where practicable,
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The current fees and charges have been reviewed. The significant changes are as
follows.

8.1 Resource consent fees
Centificates under sections 223 and 224 have been separated and the fees reduced
significantly to more properly refiect the resources required to process them.

8.2 Trangfer station charges
Charges have been increased to cover the increase in waste disposal levies that we
pay.

8.3 Building consent fees
There is a significant reduction in the building consent fee for drainage work. The
current fee does not match the costs. There is a new huilding consent category for
proprietary sleepouts with plumbing and drainage. And building consent categories
for residential dwelling alterations have been changed so that fees are based around
number of inspections rather than internal/external or number of storeys.

8.4 Trade waste fees
The fees and charges for trade waste are recommenged to stay the same.

85 Impounding fees
It is recommended that these increase and new fees introduced for recidivist owners.

8.6 Other fees and charges
Legislation requires dog registration fees to be reviewed and adopted separately.
Recommendations will be at the 5 April 2017 Council meeting, and have not been
included in the supporting information.

There are minor changes to some other fees.

These changes to fees and charges are reflected in the supporting information in
Appendix B.

9. CONSULTATION PROCESS

Under the Significance and Engagement Policy, this consultation document is of
‘medium’ significance. It relates to strategic assets, potentially there could be moderate
changes in the levels of service; it affects rates, debt, and other financial figures for the
next year; and there is likely to be a moderate level of community interest.

Under the policy, this requires a medium level of engagement, and the Council must:

¢ ensure that elected members are a primary conduit for engagement with the
community they represent

s ensure that the engagement has sufficient time and adequate resources to be
effective

¢ seek to hear from everyone likely to be affected

o ask for views early in the decision-making process so that there is enough time for
feedback, and for views to be considered property
e consider different ways in which views can be presented
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10.

* listen to and consider views in an open and honest way

* respect everyone's point of view

* work in partnership with apprapriate representative and special interest groups

* be sensitive to engagement becoming 2 burden

* ensure that the engagement process is efficient and cost-effective

* provide information about the outcome of the engagement and the reasons for any
decisions.

The Council is not required to use the special consultative procedures under the Act.
However, it should ensure that the consultation document is as widely available as is
reasonably practicable as a basis for consultation, and should give ali people interested
in the proposal with an opportunity to present their views. The consultation period
should be for at least one month.

Itis proposed that if adopted on 22 March, the consultation document and supporting
infarmation be made available from 24 March at the Library, Council office, and on the
Council website. A public notice will be placed in local newspapers at the start of the one
month of consultation and the full consultation document will also be published in the
Midweek on 29 March. Submissions will close 24 April.

It is also suggested that Councillors engage with the publicinara nge of ways during the
consultation period. Councillors have discussed this at an earlier workshop. Engagement
could include meeting with specific groups, such as business groups or service clubs, or
general public meetings. Coffee chats could be held at the Events Centre, or drop-in
clinics could be held outside the supermarket or in the shopping area. Social media could
be utilised, such as facebook, website, or twitter. Radio advertisements and councillor
interviews could encourage participation and inform ratepayers about process and
deadlines [radio time is already booked).

The consultation document invites written submissions and asks if submitters would like
to present their views at a hearing. Hearings are planned for 18-19 May. After the
hearings, Council will consider submissions and review and finalise the Annua! Plan. The
Plan and rates resolutions must be adoptad before 1 July.

Councillors are invited to discuss the consultation and hearings processes and how they
propose to satisfy the engagement requirements under their Significance and
Engagement Policy.

RECOMMENDATIONS

That the Council:

1, agrees that Its proposals for the 2017/18 annual plan are significantly different
from the 2017/18 year in the 2015-2025 Long Term Plan, and therefore
consultation is needed

2, adopts the supporting information for the consultation document for the
proposed Annual Plan 2017/18, in Appendix B
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3. adopts the consuitation document for the proposed Annual Plan 2017/18, in
Appendix A

4. authorises the Mayor and Chief Executive to approve any minor amendments
that may be necessary for publication

s agrees consultation and hearings processes to satisfy the engagement
requirements under the Significance and Engagement Policy.

_—""'-ﬁu
Marty Sebire Jane Davis
Corporate Services Manager Chief Executive

Appendix A: Draft Consultation Document
Appendix B: Supporting information
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The biggest

issue facing us now is
finding a way to
eventually discharge all
our treated wastewater to
land that is affordable for
our small community.

Carterton is a very resilient
community. We pride ourselves
on our strong social networks,
hard-working community groups,
the cohesion between rural and
urban, and a passion to improve
what we leave for the next
generation,

These are challenging times. The
standards we must meet for
discharging our treated
wastewater continue to get
harder. And rightly so.

In preparaticn for new resource
consents, consistent with our
aspirational goal to discharge no
treated wastewater to waterways,
we are planning to install a large
storage reservoir and second pivot
irrigator on Daleton Farm, our
land just south of town.

From an environmental and
cultural perspective, we believe
that it is the right thing to do. But
it will come at a significant cost,
and it must be affordable.

| am very pleased that we have
kept costs in general within
inflation. However, the
wastewater treatment and
discharge is the exception to this,
and will impact mainly on our
urban ratepayers.

E;ument | Annual Plan 2017/18
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Last year, we agreed o bring
forward and expand the scale of
development. We now have more
details about the cost on our
ratepayers, particularly in the
urban area.

We are now proposing to defer
construction of the reservoir, the
single largest component of the
pfanned works. This will ease the
impact on rates, but will still be a
significant challenge to
affordability.

Further, we are also proposing to
change our financial strategy, 1o
stop rating for depreciation on
large assets funded from ioans
while the loans are being repaid.

And we are consulting on changing
the way we rate for the rural
water race network. We propose
to combine the Taratahi and
Carrington races as one network
for rating purposes.

More details are in this
consultation document
accompanied by supporting
documents on our website,

i encourage everyone in the
Carterton community to let us
know what you think.

it

Mayor John Booth



Consultation Topics

£\ CARTERTON

Issue 1

 Sewage treatment upgrade

The Council proposes to defer some of the
construction work of its development project
for treating and disposing sewage effluent.

The resource consents to allow the treatment and
disposal of treated sewage over the next 35 years are
being sought. These consents will impose

environmental standards that all New Zealand citizens
must meet. Our objective is to put in place a regime that
minimises the discharge of effluent to Mangatarere
Stream, and achieves swimmable water flows
downstream of the discharge point, at a cost that is
affordable to the community.

Consultation for the 2016/17 Annual Plan included
aptions for the timing of the capital development
needed. The consultation envisaged work being brought
forward by one year.

Subsequently, in preparation for the renewal of the

required rescurce consents, Council agreed a

development plan that involves:

¢ Athree chamber 200,600m® reservoir to provide
storage of treated sewage to be built in 2017/2018

¢ Reshaping 22ha of land including re-aligning an
ephemeral water course before installing a second
centre-pivot in 2018/19

e continued development of the treatment plant to
Improve capacity and capability.

Foliowing detailed design work, the cost estimates have
firmed. Design and optimisation work to meet the
desired environmental standard for the Mangatarere
Stream downstream of the discharge polnt has lifted
the overall capital cost from $5.1 million to $8.1 million
over the period 2015 to 2023. Of this increase, $2.3
million relates to the improved capacity of the storage
reservoir.

Assessment of the affordability of the accelerated
development envisaged in the 20156 consultation now
suggests an increase of $162 in the sewerage rate for
2017/18, whereas delaying development of the storage

reservoir by 12 months and bringing forward the
reshaping of the 22ha for the second centre-pivot, will
reduce the first-year impact on the sewerage rates by
$47. This also eases the lavels at whick increases occur
over the next five years. By 2022/23, the sewerage rate
will increase to about 51200 per annum, whether or not
the construction of the reservoir is deferred.

The Council has considered the following options—

1. The status quo. Continue with the development
plan to undertake the construction of the
three-chamber storage reservoir in 2017/2018.

2. Deferring the construction of the storage reservoir
by 12 months but bring forward the reshaping of
the 22Ha for the second centre pivot irrigator.

Option 2—It is proposed that the construction of the
storage reservoir be deferred by 12 months but bring
forward the reshaping of the 22Ha for the second
centre-pivot irrigator.

Rates will increase by 5360,000 in 2017/18. About 95%
of this rate is met by urban ratepayers (about 5115 each
rating unit}.

Debt will increase by $1,750,000 in 2017/18 instead of
$4,300,000 (this loan will occur in 2018/19).

Services provided by Council under this option remain
optimising the storage and discharge capacity of Daleton
Farm and minimising the discharge to Mangatarere.

35244 CARTERTON DISTRICT COUNCH. | Consulitation Docwment | Annual Rian 2017718
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Issue 2 - b
- Rating the water race network
. The Council propeses to combine .

The Ceumﬂ consrdered twc opﬁons FS
" 1. The status quo. Continue with separate rates one for

Teratahi and Carrington water races fer ratepayers accessing the Carrington water race, and another
rating purpsses. for the Taratahi water race,

2. Changing to the same water race rates beth Carrington and
Several hundred rural ratepayers have access Taratahi water races.
te either the Carrington or Taratahi water
races for stock and domestic water supply. Option 2—It is proposed that Taratahi and Carrington water races

are considered as a single race for rating purposes.
Water for Taratahi comes from Waingawa and
passes through farms to the North and East of  Rates will decrease significantly for Carrington users and a modest
Carterton. Carrington is fed from Mangatirere  increase to Taratahi users (see table below). The total water race

and runs West of town. rates will be unaffected by this change.
Debt will be unaffected.
The Water Race Commitiee, representing its Services provided by Council will be unaffected.

users, have recommernded that rates ho

jonger be calculated separately, rather ali e tyoa Esdton Tarstahi  Carrington Combined
costs be combined and one rate be set to & incl GST $ incl 65T § incl GST
cover the whole network. ALl Wates
services Fixed 229329 25158 23221
The Committee felt that this is fairer, as the Class A Ha within 200 17.26 78.16 25.20
races are managed as one network. Class 8 Ha within 500m 358 15.85 5.42
Class C Ha equivalent 129,04 139.75 130.15

ol The Council eonsidered twe optmns—_

" 1. The status quo. No change to the -

= funding of depreciation. © 5

3 ' Extending the policy 1o all capltal

.-+ expenditure, except for roads, where
o expenditure is funded through loan

- finance.

Issue 3 -

Finance strategy (depreclatlon) et R
The Council proposes to amend its ﬁnanee strategy to
reduce the rate-furldmg of lts depreciation expense. _f.

s

" Currently, rates are set to cover the cest of depreaatlon and atsa the i

cost of borrowing {loan principal and interest) for eapital . ‘
expenditure. The exceptions are capital expenditiure on roads twhere :
it is part-funded through subsidy from the NZ Transport Authority),

the treatment and disposal of sewage, and the Events Centre.

et e T R Oy f 48 b e BTN e, e i

: Option 2—1t is proposed that for all capital
. expenditure funded through foans, that

The financial strategy provides that rates will only cover the cost of
borrowing for sewerage and Events Centre assets where the assets :
are being established through loan finance, and their costof ... -
deprematlon wili only be muered once the Ioan is patd. Si¥

.'.,'-‘ N . ....-.._,. ? LI w o D & g s

< Rates will decrease by $320,000 in

. 2017/18.

- Debt will be unaffected.

* Services provided by Council will be
" unaffected.

This poilcy is dlscussed in more deta;l in the Depreuatlon sectlon of
the Financial Summary below. | R e

39244 CARTERTON DISTRICT COUNCIL | Consuftation Document | Annuval Plan 2017/18 4
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Financial Summary

Capital expenditure

The Council proposes to spend $3.9 million on
capital expenditure over the next year. Of this,
$0.7 million, or 19 percent, will be on sewage
treatment and disposal (more details in the
consultation topics above) and $1.9 million, or
49 percent, on road and footpaths.

CDC 2017/18 Annual Plan : Capltal Expenditure

N/

B Sewermge
¥ Roads and Footpaths
& Parks and Reserves

B ‘Water Supply

# Community Amenities
® Other

Operating expenditure

The Council proposes to spend $15.2 million on
operating expenditure over the next year. Of this,
53.3 million ar 22 percent will be on roads and a
further $4.1 million on community support
(including community amenitles, parks and reserves,
and community development},

€DC 2017/18 Annual Plan ; Operating
Expenditure

B Governance

| Roads & Footpaths
B Water Supply
 Sewerage

W Stormwater

= Waste Management

E Community Development

¢ Parks & Resarves
Comimunity Amenities

* Regulatory & Planning

Funding

No changes are proposed to how the Council will
fund its operating and capital expenditure
requirements. Rates are set at a level to produce a
desired surplus. In some activities, rates are more
than the net projected expenses to cover the
repayment of loan principal, or to build up reserves
for future year expenses {such as the three-yearly

35244 CARTERTON DISTRICT COUNCIL | Consutiation Document | Apnual Pan 2017/18

elections), In some other activities, notably the
Events Centre, rates are less than the net projected
expenses because not all expenses (especially
depreciation) needs to or should be funded.

The chart below shows how the Council will fund the
services and projects it will deliver to the
community,

€DC 2017/18 Annual Flan : Funding Sources
B General Rates, UAGC

mTargatad Rates
& Fees and charges
B Grantz and subsiies
e £
© D5% B Developrment & financial
v % cantributions
¥ ntarest

& Other income

Some of the capital construction of roads and
footpaths is funded from subsidies received from the
National Land Transport Fund, and the capital
construction of other assets was paitly-funded from
external funding. Therefore, we do not need 1o build
up the full amount of replacement funds.,

We need to borrow to fund other capital
expenditure, including for example the planned
accelerated programme of sewerage renewals, and
expansion of the sewage treatment capacity. This is
because insufficient funds have built up in the past
in depreciation reserves.

Either itis a new asset, or rates have not covered the
cost of depreciation over the full life of the asset.

Borrowing limits

The Council has set limits on the level of borrowing,
shown in the chart below. Proposed interest and
debt for 2017/18 are well below the fimits and the
projected balances in the Long Term Plan.



CDC LTP 2015-2025 | Debt limits and projected balance

% e | $12,000.000
| $10,600,000
1506 - 3 = .
0 §6.000,000
10% ! - + §6,000,000
i
| . $4.000.000
S 4 : |
$2.00000
i
o | &0

‘o.‘\ i g a.h g
& -@‘wy & '9"(3 & o5 #”ﬁi

e Projeded debt balance [righl azis) bt % of assens {max 19%)

e It FES % OF OpEraTing rev [max 17%) i |FiTErESt % Of NOF operating {mox 5K

Depreciation

Charging depreciation each year spreads the cost of
an asset over its useful life. Generally, depreciation
is funded by income (including rates) in the same
year that the depreciation is incurred.

Funding of depreciation results in an increase in the
Council's cash balance, and is held in depreciation
reserves for the replacement of relevant
infrastructure assets in the future,

Council will fully fund depreciation expense, except

for the foliowing:

e roads and footpaths

s Events Centre building and fitout

¢ all loan-funded capital and renewals expenditure
(as proposed above—previously this was limited to
loan-funded infrastructure development, such as
the accelerated programme of sewerage renewals
and treatment capacity).

This recognises that either we do not need to build
up the full amount of funds for future replacement,
or it would not be fair on the current generation of
ratepayers to pay both the loan servicing for the
current asset and building up funds for its eventual
replacement.

In these cases, the Council considers it would be
unfair for the current generation of ratepayers to
pay both the loan repayment {to fund the existing
asset) and the depreciation (to fund its
replacement). During the terms of the ioans, rates
will fund the principal repayment and interest

39244 CARTEKTON DISTRICT ZOUNCIL | Contultation Document | Annual Plan 2017718
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expense, after which rates will fully fund the annual
depreciation expense. At the end of the asset life,
there will be some depreciation reserves built up to
contribute towards the replacement cost.

Rotes increase

The Council has decided to limit the increase in
average rates’ in any one year 1o the increase in the
BERL local government cost index plus 2 percent.

The following chart shows the projected rates from
the Long Term Plan and the percentage increase
compared with the seif-imposed limit in rates
increases,

CDCATP 2015-2025 | Projected rates and rate increases
$14,000,000 - A

512,000,000
$10,000,000
$2.000000
$6,000.000
54,000,000 -

42,000,000

5

6 & B S O »-\-—'a,g,
R R R G R N LA
& S S

e Fates (§) === % change In mrrage retes  —=———Limit: % change in LGCI +2%

The limit for 2017/18 is 4.5 percent increase in the
average rates. The Long Term Plan projection for
2017/18 was 0.4 percent.

This consultation document proposes an increase of
0.8 percent in the average rates other than urban
sawerage services. Overall, including the impact of
the sewerage developments, there will be an
increase of 3.6 percent in the average rates.

The impact on individual ratepayers will vary
depending upon the targeted rates that are
applicable, the differential rating category, and the
valuation of each property.

 The average rates is the total foreeast rates for 2017718 divided by the
total number of forecast rateable progertias at 1 July 2017.
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Impact on Rates

GST In¢lusive Rates required | GST inclusive

2017/18 5 inc) GST | 2016/17
General rates—differential factor
Residential 1.0 1.0
Commercial 20 2.0
Rural 0.8 0.8
General rates—capital value
Residential 0.22456 cents in the 5 $1,342,522 | 0.23822 cents inthe $
Commercial 0.44912 cents inthe § $ 413,309 | 0.47645 cents inthe §
Rural 0.17565 cents inthe & 52,660,288 | 0.19058 cents inthe 5
Uniform Annual General Charge $93454 ea $3,756,856 | $844.34 3
50% Uniform Annual General Charge S 467.27 ea $6,075 ] $422.17 ea
Regulatory and planning services—capital value 0.02492 cents in the $ $542,378 | 0.02229 cents inthe 5
Urban sewerage
Connected £653.70ea $1,743,406 | $541.10 ea
Able to be connected (half charge) $326.85 ea 528,108 | $270.55 ea
Waingawa sewerage—capital value
Connected $41354 $4,135 | $402.28
Connected or able to be connected commercial (0.2392 cents in the § $75,871 | 0.3300 cents in the $
properties in the Waingawa industrial zone
Connected or able to be connected residential 0 1696 cents in the S - | D.1650 cents in the $
properties in the Waingawa industrial zone
Stormwater—land value 0.11739 centsin the $241,730 | 0.11614 cents inthe $
Refuse cellection and kerbside recycling $57.02 ea $136,447 | 591.66¢ea
Urban water
Connacted 562251 ea $1,593,615 | $ 409555 ea
Able to be connected $311.29ea 526,460 | 5247.78ea
Metered water in excess of 225 cubic metres 5 1,70 per cubic metre $ 60,000 | § 1.70 per cubic metre
Rural water race
Carrington & Taratohi water races
Rural water services rate $232.21 ea $123,770 | 624064 ea
Class A $25.19576 per ha $ 211,068 | 572.60544 per ha
Class B $ 5.41618 per ha $21,376 | 51473399 per ha
Class C $ 130.14763 per ha $ 68,197 | 5129.86877 per ha
Waingawa water
Connected $214.59 ea $10,086 | $210.38 ea
Metered water $2.327 per cubic metre $ 115,000 | $2.23 per cubic metre

39244 CARTERTON DISTRICT COUNCIL | Consuftation Docurment | Annual Fian 2017712
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Calculate your proposed rates for 2017/18

i CA
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Actual rates for individual properties will vary depending upon the targeted rates that are applicable, the
differential rating category, and the valuation of each property. The table below includes GST and excludes the
Greater Wellington Regional Council rates. It does not show rates rebates available to low-income households.

You will need your last Rates Assessment Notice and the latest rateable valuations provided to you by Quotable

Value (also on your rates notice}.

Metered water Cubic metres : X

over 225

. - = —— —
rEbss === — = S e s e el e S ==

Rural

General-rural Capital value I:' *

Uniform Annual General Charge
Regulatory and planning services  Capltal value ::l ¥ 0.00024922

Single water race if applicable $232.21
- Class A Hectares X 25,1958
Class B Hectares % 54162
Class € Hectares X 1301476

IS —==—r I b’ 1= ik = T LTINS Wi P X e ) A e g e ——
Resldentlal multiplier G 5T inclusive .
General-residential Capital value : x  D.0D224562 = i
Uniform Annual General Charge fixed 934.54
Regulatory and planning services Capital value :l x 0.00024922 = :
Urban sewerage fixed 653.70
Stormwater Land value ':| x 00011739 =
Refuse collection and kerbside recyding fixed 57.02 |
Urban water-connection

n

The following table provides indicative rates assessments for a range of rating categories and property values.

It includes the impact of the preferred option for each issue:

| Exampla properties _ capital land water over
/ walue value allowance
| rating category features 4 $ cubic metres
| Residential low value 165,000 75,000 =
| Residential medium value 290,000 110,000
Residential high value 365,000 120,000 50
| Commeraal 2tollets 475000 225,000 100
| Commeraa! - rural water and sewerage 160,000 na 5
conneded
Rural no water race 1,500,000 na na
Rural - single water race  8hectares serviced by 600,000 na na
Carnngton water race
Rural - single waterrace 17 hectares serviced by 1,000,000 na na
Taratahi water race

39244 CARTERTON DISTRICT COUNCIL | Censultation Document | Annua! Pian 2017/18
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rates
total

$
$2,757.45
$3,145.89
$3,404.35
$5,607.30
$3.622.91
$4,008.11
$2,575.97

$3,600.24

%
increase
10.5%
8.6%
7.7%
5.3%
121%
-1.3%

-11.2%

4.4%

ot $

rates
$

5263.77

$250.28 |

$242.05

$280.65

$35098

-5 5140

-6325.63

$181.14
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Have your say

We encourage every one of you to submit your
views on what you think the Council should be doing
and the services it should be providing over the next
year.

The Council has carefully considered what it thinks is
important to meet the reasonable needs of our
community. You may have different views, or you
may agree with our choices. This consultation phase
is your chance to have an influence.

Submissions close 4.00pm, 24 April 2017

How to find out more

Meetings—invite a councillor to the next meeting of
your community group

Online—visit the Council website where you'll find
the consultation document and supporting
information at www.cdc.govt.nz/plans
Hardcopies—copies of the consultation document
and supporting information are available at the
Council office, Holloway Street, and at the Library
Coffee chat—councillors will be available from
10.00am-12,00pm on 11 April and 1.00-4.00pm on
14 April at the Events Centre for you to drop in, have
a coffee, and a chat about the issues presented
Public meeting—there will be a public meetings at
4.00pm / 7.30pm on 5 / 6 April at the Events Centre.

Talk to your councillors

{%‘, 4 CARTERTON

DISTRICT COUNCIL

More information

Further supporting information is also available to
view at our offices and on our website:

* proposed financial strategy

» financial prudence disclosure statements
+ {ees and charges 2017/18

¢ activity summaries

+ prospective financial statements

s significant forecasting assumptions

* accounting policies

Go to www.cdc.govt.nz/plans for a full list,

The following information was included in the Long
Term Plan 20152025, which is available on our
website and as reference copies at our office and the
library:

+  Annual Plan 2016/2017

* Long Term Plan 2015-2025

¢ community owicomes

¢ [liability management policy

= financiai contributions policy

« postponement of rates policy

* remission and postponement of rates on Miort
freehold land policy

s significance and engagement policy

o infrastructure strategy 20152045

You can aiso find out more or have your say by talking directly to your counciliors or Mayor.

Mayor lohin Booth Cr. Russell Keys (Deputy Mayor) Cr Mike Ashby
06 378 2481 027 442 7469 06 379 6433 /027 454 0860 06 379 7890 / 027 922 2999
john.booth@cdc.govt.nz russell.keys@cdc.govt.nz mike.ashby@cdc.govt.nz

Cr. Ruth Carter
06 379 7467 / 027 379 7467
ruth.carter@cdc.govt.nz

Cr. Greg Lang
06 372 7080 / 027 898 1618
greg.lang@cdc.govt.nz

39244 CARTERTOH DISTRICT COUNCIL. | Consultetion Dagkment | Annual Plan 2017718

Cr. Brian Deller
06 379 8363 /027 444 5340
brian.deller@cdc.govt.nz

Cr. Tracey O'Callaghan
06 372 7757 / 021 169 8080
tracey.ocallaghan@cdc.govt.nz

Cr. Jill Greathead
06 3796193 /027 488 4376
JHLgreathead@cdc.govt.nz

Cr. Rebecca Vergunst
027 7422264
rebecca.vergunst@cdc.govt.nz




Annual Plan 2017/18 submission

You can write a letter, or complete the submission form,
and either:

¢ send to Annual Plan 2017/18 submissions, Carterton
District Council, PO Box 9, Carterton

+ deliver to Council office, Holloway Street, Carterton

s email itto info@cdc.govt.nz

+ faxitto (06) 379 7832.

Submissions close 4.00pm, 24 April 2017

All submissions will be available to the public and the
media.

8 CARTERTON

DISTRICT COUNCIL

Tips for writing great
submissions

Read the consultation document and,
if needed, refer to the supporting
information on cur website.

Use simple language, be as clear as
possible, keep to the point.

Tell us what you want, what decision
you seek, and tell us why,

If you are writing, get the important
points up front.

Consider speaking at a hearing. You'll
have more opportunity to press your
case.

Mame
Address

Email

Phone (daytime) Phone {evening)
Organisation

(if you are submitting on behalf of an organisation)

Do you wish to speak about your submission at a hearing on 18-15 May?

Mobile

YES/NO

Key issues

Deferring construction of the development project for treating and disposing sewage

39244 CARTERTON ENSTRICT COUNCIL | Consuliation Bocwmert | Anruval Plan 2017718
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£ CARTERTON

Changing the financial strategy in relation to funding depreciation

Changing the revenue and financing policy so that Taratahi and Carrington Water Races are combined for rating
purpases

Any other comments or issues that you would like to raise

35244 CARTERTON RISTRICT COUNDIL | Lonsuliation Decument | Anneal Fian 2017/18 11
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Consultation 2017/18
Support Papers

Financial strategy

Balancing the budget
(from 2015-2025 Long Term Plan)



Financial strategy

This financial strategy explains how the Carterton District Council will manage its finances over the next ten years. It sets
out the general approach and principles to be followed, and it provides a guide against which proposals for funding and
expenditure can be assessed.

In preparing this ten-year plan to meet the reasonable needs of our community, the Council applied the following
principles:

*  befair to our ratepayers and customers

*  maintain service delivery and if required meet increasing demand

®  balance the budget

®  begood stewards of our assets and infrastructure, and of our funds
= spread the cost of assets across their usaful lives.

Being fair to our ratepayers and customers means that our activities are cost-effective and necessary for the communiny's
current and future needs. It means that we allocate rates and charges to those who benefit and to those who have a
negative impact on {or exacerbate) our community well-being. It means that we spread costs across today's and
tomorrow’s users (intergenerational equity) to match when beneflts arise. And it means being aware of not excess ively
burdening today's users with the impact of yestarday's users not having contributed enough,

We plan well. We have good asset managemant systems. Asset management plans are renewed regularly, and inform a
30-year infrastructure strategy. Every three years we prepare a ten-year plan. Every year we prepare a detailed annual
plan. We consult the community on what is proposed. And at the end of every year we report back to the community on
how well we have done against the plans.

Levels of service and demand

Our levels of service and activities are driven by our plans and strategies. These are described in more detail in the sections
for each group of activities.

Although property numbers in Carterton township is anticipated to increase, the Council is not promoting or encouraging
growth. It is a priority to retain the ‘character” of Carterton—friendly, caring, vibrant, connected, and engaged—which
unmanaged growth could put at risk.

The economic climate is underperforming, global financial and geopolitical issues continve, and the central government in
New Zealand continues its programme of austerity. Consequently, the Council has allowed for growth in the rating base to
be lower in the next decade than it has in the past, falling over the next five years to 1.0 percent per annum Increase and
staying at that level for the rest of the ten-year perlod. When the economic environment improves, pressure on rates
should reduce because rates will be more widely allocated across a larger rating base,

For most of our activities this modest growth will not impact our levels of service. The financial numbers in this ten-year
plan are largely based on maintaining business as usual. In other words, the Councll is planning to continue with its current
range of activities and generally to the same level of service as at present.

There are significant exceptions to this, where Councll wishes to address issues of capacity and quality:

*  anaccelerated programme of sewer mains renewals—more than just end-of-life renewals, and beyond depreciation
funding—through extra borrowing

s continued expansion of the sewage treatment capacity, in line with expected consent conditions and to create additional
headroom to meet ongolng and peak demand

+  further development of the town centre.
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As well as the above, this plan identifies several reviews of activities that the Council intends to undertake.

Balancing the budget

Under Section 100 of the Local Government Act 2002, the Council is required to ensure that it raises sufficient revenue to
cover its projected operating expenses unless it considers it prudent not to do so.

The rates are set at a level to produce a desired surplus. Generally that surplus would be zerg, ie a balanced budgat. But in
some years and in some activities, a surplus is needed to cover the repayment of loan principal, or to build up reserves for
future year expenses {such as the three-yearly elections}. And in other years and other activities, a deficlt is planned
because not all expenses, especially depreciation, needs to or should he funded.

Dver the ten years of the plan, the budget is balanced {ie there is no loss) in every year except year one due to the gifting
of the Pensioner Housing to the Carter Society.

Inflation

The numbers in this LTP incorporate inflation as forecast by economics consulting company BERL.! Over the ten years of
the Plan, BERL forecasts lacal government faces inflation rates of 34 percent in their operating costs and 37 percent in their
capftal costs,

Depreciation

Depreciation is calculated on an annual basis to fund the renewal of assets over time. It is a major expense. It represents
over a quarter of total operating expenditure.

Charging depreciation each year spreads the cost of an asset over its useful life. Generally, depreciation is funded by
income (including rates) in the same year that the depreciation is incurred. Funding of depreciation results in an increase in
the Council’s cash balance over the ten-year period of the Plan, held in depreciation reserves. These cash funds will earm
interest and will provide funding for the replacemant of relevant infrastructure assets in the future,

Ir this Long Term Plan, the Council will fully fund the depreciation expense, except for the foltowing:

+  roads and footpaths
*+  Events Centre building and fitout

o gl lean-funded capital and renewals expenditure [proposed amendment)

This recognises that either we do not need to build up the full amount of funds for future replacement, or it would not be
fair on the current generation of ratepayers.

Some of the capital construction of roads and footpaths s funded from subsidies received from the New Zealand Transport
Agency, and the capital construction of other assets was partly-funded from external funding. Therefore, we do not need
1o build up the full amount of replacement funds.

We need to borrow to fund other capital expenditure, including the Events Centre final fitout, the planned accelerated
programme of sewerage renewals, and expansion of the sewage treatment capacity. This is because insufficient funds have

1 Forecasts of Price Level Chonge Adjustors — 2014 Updorte: Note te Sotiety of Local Gavernment Manager, Business and Economlc Research Limited, Octaber
2014 jamended)
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bullt up In the past in depreciation reserves, Either it is a new asset, or rates have not covered the cost of depreciation over
the full life of the asset.

In these cases, the Council considers it would be unfair for the current generation of ratepayers to pay both the loan
repayment (to fund the existing asset) and the depreclation {to fund its replacement). During the terms of the loans, rates
will fund the principal repayment and interest expense, after which rates will fully fund the annual depreciation expense.
At the end of the asset life, there will be some depreaciation reserves built up to contribute to the replacement cost.

Reserve funds

Some financial reserves operate to hold funds generated in one year and applied in anather. The main sources of funds are
depreclation, the seiting aside of surpluses, and asset sales. The reserves are used to accumulate depreciation, to smooth
incorne between years {for example, elections are avery three years and some funds are set aside In the two intervening
years), for emergency or contingency funds, or to set aside some funding for spacial projects. Draw down is mainly for

funding asset renawals.

Our policies allow for the internal borrowing from cash reserves, for which 2 market-based interest rate is chargad.
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Financial prudence disclosure statement

What is the purpose of this statement?

The purpose of this staternent is to disclose the council’s planned financial performance in relation te various benchrmarks
to enable the assessment of whether the council is prudently managing its revenues, expenses, assats, llabillties, and
general financial dealings,

The council Is required to include this staterment in its annual plan in accordance with the Local Government {Financial
Reporting and Prudence) Regulations 2014 (the regulations). Refer to the regulations for more informatlon, including
definitions of some of the terms used in this statement.

Benchmark Planned Met
Rotes affordabitity benchmark
* income percentage increase limits are applied cumulatively to $11,309,300 No

the 2014/15 Annual Plan rates income and adjusted for
the change in the number of forecast rating units

° increases percentage change in average rates’ must not excead the 3.6% Yes
increase in the BERL local government cost index plus
2 percent
Debt affordability benchrmark total debt as a percentage of total assets must not 6.6% Yes
exceed 15 percent
gross interest paid on term debt must not exceed 3.7% Yes
12 percent of gross operating revenue
gross interest expense must not exceed 50 percent of net 13.0% Yes
cash inflow from operating actlvities
Balanced budget benchmark 100% 100% Yes
Essential services benchmark 100% 106% Yes
Debt servicing benchmark 15% 3.8% Yes
Notes
1 Rates affordabiiity benchmark

(1)

()

(1)

@)

3
(1)

For this benchmark,—

{a} the council’s planned rates income for the year is compared with 3 quantified limit on rates contained in
the financial strategy included in the council’s long-term plan; and

{(b)  the council’s planned rates increases for the year ara compared with a quantlfted limit on rates increases
for the year contained In the financial strategy included in the council's long-term plan.

The council meets the rates affordability benchmark if—

{a) its planned rates income for the year equals or is less than each quantified limit on rates; and

{b) its planned rates increases for the year equal or are less than each quantified limit on rates increases.

Debt affordability benchmark

Far this benchmark, the council’s planned borrowing Is compared with quantified limits on borrowing contained In
the financial strategy included in the council’s long-term plan.

The council meets the debt afiordability benchmark if its planned borrowing is within each quantified limit on
harrowing.

Balanced budget benchmark
For this benchmark, the council’s planned revenue {excluding development contributions, vested assets, flnancial
contributions, gains on derivative financial instruments, and revaluations of proparty, plant, or equipment) Is

I The average rates is the total rates income divided by the total number of forecast rateable properties.
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()

(1)

()

5
(1)

(2)

presented as a proportion of its planned operating expenses {exciuding losses on derivative financial instruments
and revaluations of property, plant, or equipment).
The council meets the balanced budget benchmark if its revenue equals or is greater than its operating expenses.

Essential services benchmark

For this benchmark, the council’s planned capital expenditure on network services is presented as a proportion of
expected depreciation on network services.

The council meets the essential services benchimark if its planned capital expenditure on network services equals or
is greater than expected depreciation on network services.

Debt servicing benchmark
For this benchmark, the council’s planned borrowing costs are presented as a proportion of planned revenue
{excluding development contributions, financial contributions, vested assets, gains on derlvative financial
instruments, and revaluations of property, plant, or equipment).

Because Statistics New Zealand projects that the council’s population will grow faster than the national

population growth rate, it meets the debt servicing benchmark if its planned borrowing costs equal or are less than 15% of
its planned revenue.
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CARTERTON DISTRICT COUNCIL
PROSPECTIVE STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDING 30 JUNE 2018

Operating Revenue
Rates

Rates penalties

Finance revenue

Fees and charges
Recoveries
Commissians

NZTA subsidy

Petrol tax

Grants and subsidies
Rentals

Contributions

Forestry harvest

Profit on sale of assets
Assets vested in council
Share revaluation
Revaluation gains
Miscellaneous revenue
Internal charges

Total operating income

Dperating Expenditure
Governance

Roads & footpaths

Water Supply

Sewerage

Stormwater

Waste management

Community support - community development
Community support - parks & reserves
Cominunity support - cormmunity amanities
Regulatory & planning

Bad debts

Loss on sale of assets

Gifted assets

Revaluation losses

Internal charges

Total operating expenditure

Operating Surplus/{deficit)

Fair value gain/{losses)
Surplus/ideficit) before tax

Taxation expense
Surplus/{deficit) after tax
Note: Total expenditure includes -

Depreciation
Finance costs

-72-

LTP Annual Plan LTP

30 June 2017 30 June 2018 30 June 2318
$ $ $

10,833,328 11,309,300 11,039,256
51,250 25,000 52,583
266,000 73,924 287,172
1,347,733 1,662,000 1,330,154
94,600 32,000 96,544
51,759 48,000 53,100
1,584,274 1,680,900 1,657,782
60,840 62,500 62,178
16,645 25,500 17,032
126,655 144,599 129,872
317,200 317,200 325,147
73,697 37,500 28,277
{65,600} . {67,306)
14,758,381 15,423,823 15,012,191
861,829 710,607 832,232
3,505,292 3,307,281 3,617,791
1,792,067 2,247,460 1,854,575
2,002,686 2,214,363 1,812,916
210,273 252,817 212,305
798,691 779,341 226,272
401,310 487,991 416,569
968,354 1,076,488 1,015,001
2,097,269 2,464,820 2,162,945
1,418,918 1,648,431 1,402,838
20,500 40,000 21,023
{65,600) - (67,306)
14,011,590 15,229,198 14,107,172
746,791 194,625 905,019
741'6E 791 194,625 905,019
3,601,132 4,137,981 3,759,067
671,025 £73,300 063,172



CARTERTON DISTRICT COUNCIL

PROSPECTIVE STATEMENT OF OTHER COMPREHENSIVE REVENUE AND EXPENSE

FOR THE YEAR ENDING 30 JUNE 2018

LTP Annual Plan LTP
30 June 2017 20 June 2018 30 June 2018
5 $ $
I

Surplusf{daficit) aftar tax 748,791 194,625 905,019
Increasef{decrease) in restricted reserves - - =
Increasef{decrease) in revaluation reserves 3,735,198 2,986,141 1,335,156
Fimancial agsats at fair value through other comprahensive

revenue and expense 1,350 1,000 1,350
Total cther comprehensive revenue and expensa 3,736,548 2,987,141 1,336,506
Total comprehensive revenue and expense 4,483 3319 3,181, 767 2,241 526
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CARTERTON DISTRICT COUNCIL

PROSPECTIVE STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDING 30 JUNE 2018

Equity at start of year
Total comprehensive revenue and expense

Equity at end of year
Lomponents of equity

Retained earnings at start of year

Surplus/{deficit) after tax

Transfers (t0)/from revaluation reserves

Transfers {10)/from restricted/coundil created reserves
Retained eamings at end of year

Revaluation reserves at start of year

Transfers (to)ffrom Equity

Revaluaticn gains

Revaluation raserves at end of year

Restricted/countil created reserves at start of year
Transfers (to)/from reserves
Financial asset revaluation gains

Restricted/councl! created reserves at end of year

Equity at end of year
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LTP Annval Plan LTP
30 June 2017 30 June 2018 30 June 2018
s 3 $
161,310,349 170,470,541 166,293,638
4,483,339 3,181,767 2,241,526
166,293,688 173,652,308 168,535,214
[ ;B
110,441 420 112,377,136 110,533,137
746,791 194,625 905,015
{655,074} - {638,285)
110,533,137 112,571,761 110,799,872
43,627,940 45,562,196 47,363,138
3,735,198 2,986,141 1,335,156
47,363,138 52,548,338 48,698,294
7,740,989 8,551,202 8,397,413
655,074 - 638,285
1,350 1,000 1,350
8,397,413 8,532,209 9,037,048
166,293,688 173,652,308 168,535,214
—— |




CARTERTON DISTRICT COUNCIL
PROSPECTIVE STATEMENT OF FINANCIAL POSITION

FOR THE YEAR ENDING 30 JUNE 2018

Assets

Current assets

Cash and cash equivalents
Investments

Debtors and other receivables
Inventory

Total currant assets

Non-current assets
Investments

Intangible assets

Investment property

Forestry assets

Property, plant and equipment

Total non-current assets

Total assets

Liabilities

Current liabilities

Creditors and other payables
Employee entitlements
Borrowings

Total current habilitles

Non-current liabilities
Provisions
Berrowings

Total non-current liabllities
Equity

Public equity

Restricted reserves
Revaluation reserves

Other reserves

Total equity
Total liabilitles and equity

LTP Annual Plan LTP
30June 2017 30 june 2018 30 June 2018
$ $ f $

I {
7,104,484 8732174 7,706,673
- 13,517 -
1,421,478 1,690,282 1,445,979
8,525 062 10,435,973 9,152,652
42,494 50,395 43,844
319,371 660,210 308,388
394,524 430,855 394,524
168,866,261 176,701,723 169,921,818
169,622,650 177,903,187 170,668,574
178,148,612 188,339,160 179,821,226
S ]
1,349,857 1,877,572 1,103,196
5,423 257,373 261,532
578,349 442,326 644,082
1,932,640 2,577,771 2,008,810
9,921,284 12,109,081 §,277,202
9,921,284 12,105,081 9,277,202
110,532,137 112,571,761 110,799,872
8,394,713 8,531,209 2,372,223
47,363,138 52,548,338 48,698,294
2,700 1,000 6,664,826
166,293,688 173,652,305 168,535,214
178,148,612 188,339,160 179,821,226
] ————————;\\§ — - —— -
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CARTERTON DISTRICT COUNCIL

PROSPECTIVE STATEMENT OF CASH FLOWS
FOR THE YEAR ENDING 30 JUNE 2018

Cash flows from Operating Activities
Cash was recelved from:

Receipts from rates revenue

Grants, subsidies and donations
Petrol tax

Finance revenue

Other revenue

Cash was applied to:

Payments to suppliers & employees
Finance expenditure

Net cash flow from operating activities

Cash flows from Investing Activities
Cach was recelved from:

Sale of property, plant and equipment
Term investments, shares & advances
Forestry investment

Cash was applied to:

Purchase of property, plant and equipment
Term investrnents, shares & advances
Forestry investmant

Net cash flow from investing activities

Cash flows from Financing Activities
Cashwas received from:
Proceeds from barrowings

Cash was applied to:
Repayment of borrowings

Net cash flow from financing activities

Net increase/{decrease) in cash held

Add cash at start of year {1 July)
Balance at end of year {30 June}

Represented by:
Cash and cash equivalents and bank overdrafts

-76-

LTP Annual Plan LFP
30 une 2017 30 June 2018 30 June 2018
s 5 ]
10,676,978 11,334,300 10,878,011
1,600,919 1,706,300 1,674,814
60,840 62,500 62,178
166,000 73,924 387,172
2,158,689 2,125,468 2,131,787
14,763,425 15,302,952 15,033,962
9,870,184 10,304,260 9,721,768
671,025 573,300 663,172
10,541,209 10,877,560 10,384,940
4,222,216 4,425,432 4,645,022
3,438,908 3,917,584 3,468,484
3,438,908 3,917,984 3,468,484
(3,438,508} {3,917,984) 13,468,484)
229,225 2,160,000 -
229,225 2,160,000 5
5Q3,666 442,626 578,349
503,666 442 86 £78,349
(274,441} 1,717,174 {578,349)
508,867 2,224,622 602,182
6,595,617 6,507,552 7,104,484
7,104,484 8,732,174 7,706,673
?5104,484 8,732,174 7,706,673



CARTERTON DISTRICT COUNCIL

FUNDING IMPACT STATEMENT
FOR THE YEAR ENDING 30 JUNE 2018

Querating Funding

Sources of operating funding

General rates, UAGC and rates penalties

Targeted rates

Grants, subsidies and donations

Fees and charges

Interest and dividends from investments

Local authorities fuel tax, fines, infringement fees and other

Total opersting funding

Applications of operating funding
Fayments to staff and suppliers
Finance costs

Dther operating funding applications

Total applications of operating funding
Surplus/{deficit) of operating funding

Lapital Funding
Sources of capital funding

Grants, subskdies and donations
Development and financial contributions
Increasef{decrease) in debt

Gross proceeds from sale of assets

Lump sum contributions

Total capital funding

Applications of capital funding

Capital expenditure - meet additional demand
Capital expenditure - improve level of service
Capital expenditure - replace existing assets
Increasef{decrease} in reserves
Increasef{decreass) of investments

Tatal applications of capitsl funding

Surplus/{deficlt) of Capital Funding
Funding balance

117-

LTP Annual Plan LTP
30 June 2017 30 June 2018 30 June 2018
$ $ $
7,013,365 7,137,218 7,286,652
3,871,213 4,197,082 3,205,187
829,613 752,049 837,357
1,347,733 1,662,000 1,330,154
266,510 74,424 287,692
341 441 326,099 302,545
13,669,876 14,151,872 13,849,588
9,739433 10,517,916 9,684,933
671,025 573,300 663,172
10,410,452 11,001,216 10,342,105
3,259,418 3,060,656 3,501,483
771,305 954 751 837,457
317,200 317,200 325,147
{274,441) 467,174 {578,349)
814,064 1,739,125 584,255
157,820 204,000 108,975
525,036 393,900 229,096
2,756,052 3,320,084 3,120,413
634,575 881,797 617,253
4073 480 4,796,781 4 0B5 737
{3,259,418} 13,060,656} {3,501,483)




Consultation 2017/18
Support Papers

Forecasting Assumptions



General forecasting assumptions
{from the Long Term Plan 2015-2025)

Levels of service

Unless otherwise stated in the individual group of activity sections, service levels are generally assumed to remain the
same as at present,

District population trends

A district papulation growth assumption of a constant 0.6 percent per annum from the June 2014 Estimated Resident
Population {8,680} has been used.” This a total increase of 6 percent over the ten years. The Department of 54atistics has
projected that most of the Increase is in the 65+ age group. The Council's anecdotal experience is that while most of the
new properties built in Cartertan recently have baen for this age group, the consequent property sales have included a
significant number to young families coming to Carterton, particularly in the south end of town.

Risk
Growth does not meet this assumption.

Level of uncertainty
Low

Reasons and financial effect of unceriainty
The population growth assumption is based on a fairly low population growth. If population growth is higher than
predicted then sore projects will go ahead eanlier than forecast, and expenditure will be higher than forecast.

Number of rateable properties

The growth in rateable propertles has slowed somewhat but continues to be positive, The number of rateable properties is
assumed to reach about 5,250 by 2025, which s a growth of 12 percent over the ten years of the Plan, See table below.

Projected number of rateable properties as at 30 June

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

4,670 4,750 4,820 4,890 4,940 4,990 5,040 5,090 5,140 5,120 5,250

Risk
Growth does not meet this assumption.

Reosons and financlol effect of uncertainty

The growth has been based on recent changes in rateable properties and takes into account ongoing development in the
district. Should such growth not continue then some projects will not go ahead and expenditure will be lower than
forecast. If growth is greater than predicted, then some projects will go ahead earlier than forecast, and expenditure will
be higher than forecast.

NZTA

Subsidies from the NZTA have beenincluded at the approved rate of 53 percent and the approved (reduced) dollar level
for the same perlad,

! Department of Statistics. Sub-notional Popuwlotion Frojections: 2013{base)—-2043, Medium serles
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Risk
Changes in subsidy rate, total subsidy dollars, and variation in criteria for inclusion in subsidised works programmes. The
total subsidy deltars may not increase as assurned.

Level of uncertainty
Medium. The next review point by government is in three years” time, before the next Long Term Plan is prepared

Reasons and financial effect of uncertainty

Last year, the government reviewed the subsidy and funding policies, and has not indicated any further changes to the
subsidy rate. If the rate or dollar level of subsidy decreases more than has been assumed, roading projects may be
reprioritised, or scaled down, or they may be funded through a different source such as increased borrowing or rates.

Resource consents

The Council operates its infrastructure under a nurmber of resource consents, most of which will need renewal during the

course of the next ten years:

¢ The Council's resource consent to take water from the Kaipaitangata Stream for the urban water supply expired in 2013,
An application has been lodged to renew the consent. The consent for the supplementary bores expires in 2034.

e Aresource consent was sought in 2016/17 to continue to bury sewage sludge at the adjacent landfill {closed to the
public).

®  The consent for the discharge to air, land, and water in relation to the sewage treatment plant expires in 2017.

e Consents to take water for the water race netwerk and to discharge back into a range of natural water courses expire
in 2023.

¢ The district-wide comprehensive consent for discharges from the storrmwater system expired in 2016,

Risk

GWRCL will not approve the Council’s application for new or renewed consents. Alternatively, it may place mare restrictions
on the activity sought, or require substantial monitoring or mitigation work. Some increased costs for monitoring have
already been included in the Plan, but these may be insufficient. Consent conditions may also be affected by the current
review of the Regional Council’s Natural Resources Plan,

Level of uncertainty
Low

Reasons and financial effect of uncertainty
During the development work at the sewage treatment facility and the associated irrigation, the Council has been working
closely with the Regional Countil, and improvement plans can be modified if necessary.

There is the possibility that future consent will restrict water take from the Kaipaitangata Stream during low flow/high
demand periods, placing increased demand on bore water source and storage. It is likely that there is insufficient pumping
and storage capacity at the supplementary facility.

Asset condition

Asset management plans have been prepared for major infrastructural assets, and include renewal and capital
programmes. These plans include assessments of asset condition, lifecycle and demand management. The Council
considers that this planring information is reasonable and supportable. There are no unstated asset disposals that will
impact significantly on the plan. There are no unstated asset acquisitions that will impact significantly on the plan.

Risk
Asset management plans are materially incomplete. Assumptions about condition and lifecycle are materially incorrect.
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Level of uncertainty
Low to moderate

Reasons and financial effect of uncertainty

Asset management plans are updated regularly following ‘best practice’ as prescribed by the New Zealand Infrastructure
Asset Management Manual. The asset inventories and condition ratings for roading infrastructure, which are the Council's
most significant assets by a considerable margin, are stored and maintained in the RAMM database. It was audited by
NZTA in 2016 and found to be adequately maintained. The Council has implemented a new asset management system for
managing its “three waters” infrastructural assets. Opus Consulting performed a review of the data as part of the June
2016 revaluation.

Insurance

Insurance costs increased sharply over the last three years. The Council’s broker has advised that the underlying
adjustment by reinsurers to risk has levelled off, and increases are Iikely continue through the ten years of the LTP in line
with asset price level adjustments. Currently the Council has full cover for above ground assets, while infrastructural assets
have limited cover provided by the Local Authority Protection Programime Disaster Fund {LAPP).

Risk
Reinsurance costs ascalate beyond forecast budgets. Cover may not be avallable for certain assets or risks. LAPP may not
be able to secure cover for the 40% batance not assured by central government.

Level of uncertainty
Medium

Reasens and finoncial effect of uncertainty

Any further significant earthquake events in New Zealand in the next ten years would impact on renewal costs. The cost of
insurance may be greater than forecast leading to unbudgeted expenditure. The cost of reinstating LAPP cover would be
significant, funded by additional rates. The Council will need to consider the trade-off between self-insurance or paying
higher insurance premiums, funded by additional rates.

External factors

There will be no unexpected changes to legislation or other external factors that alter the nature of services provided by
the Council. It would be extraordinary for unexpected changes to legislation to be made, Most changes to legislation are
known about well in advance.

At the time of writing this Plan, the Local Government Commission has released a proposal for reorganising local
government structure in the Wairarapa region. The Commission has proposed to amalgamate the thrae Walrarapa district
councils into one district coundil, retaining the Greater Wellington Ragional Council as is.

The status quo is still an aption, and any final proposal will have to be confirmed by a pall of all ratepayers. The assumption
in this Plan is therefore that the status quo will remaln for the term of the Plan.

Should a final proposal go ahead and a poll required, the cost to Carterton District ratepayers of a poll is likely to be in the
about $20,000. if the poll confirms the propasal, the Commission has estimated transition costs of $21 million over the
next ten years.” Carterton ratepayers’ share would be about 20 percent of thls,

? Local Government Commission, March 2017, Draft Proposal for Wakarapa District Council.
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Climate change

. . . 345
Human-induced tlimate change is real and occurring now. It is the biggest environmental challenge we face, ™

The International Panel on Climate Change, the United Nations, and other international bodies (of which New Zealand is a
member} warn that the world may be appraaching a tipping point in terms of our ability to halt runaway climate change.

Changes required are reducing energy use {particularly that which creates carbon emissions), reforestation, and a return to
localised, more traditional farming practices. This could be achieved partly through technology but more likely through
fundamental changes to societal and economic structures, The behavioural shift will need education, support, and
leadership.®”

Central government has said that it is responsible for the mitigation of climate change (slowing down and reversing climate
change), using an emissions trading scheme,” and that local government must provide for ‘adaptation’ {dealing with the
effects of ¢limate change), such as managing the effect of weather extremes.’ The Wellington Regional Council has
prepared a Climate Change Strategy™ for adaptation in Wellington and Wairarapa.

Risk
The effect of climate change occurs more rapidly than anticipated.

ievel of uncertainty
Medium

Reasons and financial effect of uncertainty

Thare Is uncertainty about how quickly the effects will be felt and where. Predictions are that weather extremes will be
more common and of a greater scale.in Watrarapa that will include more severe drought, wind, and storm events. ="
Rising sea levels and associated storm surges are less likely to directly affect Carterton District than its neighbours.

Climate change impacts have been raised in the infrastructure asset management plans and the infrastructure strategy.

The Councl will keep this subject under review as it will continue to be relevart for future Annual and Long Term Plans, It
plans to assess its risk and capability for dealing with significant and worsening adverse weather events.

Revaluation of non-current assets

Revaluation assumptions have been included in the Plan, These have been done following the Business & Economic
Research Limited {BERL) forecasts of price level change adjusters.

Revaluation movements will be shown in the Balance Sheet.

? see for exarnple IPCC, 204: Climate Change 2014: Synthesis Report. Cantribution of Warking Groups 1, | and Il 1o the Fifth Assessment Repart of the
Intergownrnental Panel on Chimate Change [Core Writing Yeam, R.K. Pachauri and L.A. Meyer [eds.)). IPCC, Geneva, Switzedand, 151 pp.
Parﬁamntaw Cornmissioner for the Environment, 2014, Changing climate and rising $eas: understanding the science,
% MZ Qlimate Change Centre summary of NZ findings, see http:/fwww.nzclimatechangecentre.org/sites/reclimatechange
oentre.org/ﬁlesﬂmages!researcnmzttc%ZOSummaw IPCC%20AR5% 20NZ%20FIndings_April%202014%20WEB. pdf
see for example reports and case studies of the international association ICLEI—Local Goveraments for Sustainability
T ICLE 2015, Seoul Declaration
g , Qimate Change Resporise Act 2002
Ministry far the Environment, 2008, Preparing for climate change: A guide for local go nt in Mew Zealand
0 www.gw_govt. nz{assels}{:hmate-changefﬁwRCCIImatethangeStrategy? -10-15. pdf
i NIWA'S scenarics report, www.niwa.co.nzfour-science/dimate finformation-and-resources/clivarfscenarios
Gfeater Wellingten Regional Council, 2013, Regional Policy Statement for the Wellington region.
* wiwa ibid.
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Risk
Actual revaluation results differ from those in the forecast.

Level of uncertainty
Low.

Reasons and finonclal effect of uncertainty
Where the actual inflation rate Is different from that forecast, the actual revaluation will be different from that forecast.

Interest Rates

The range of interest rates on term debt is calculated at 4.86% - 5.82%.
The range of interest rates on investments is calculated at 4.50%.

Risk
That the interest rate will differ from those used in the calculations.

Level of uncertainty
Medium.

Reasons and financial effect of uncertainty
This will be managed through the Liability Management Policy and Investment Policy. The financial impact is not able to be
measured.

Depreciation

Depreciation has been calculated on asset values at their latest revaluation date, and on additions at cost afterwards, It is
assumed that:

*  existing depreciation will continue;

*  replacement assets {renewals) affect depreciation as follows;

®  assat renewal will equal that of the assets being replaced;

®  new assets’ depreciation will be the result of their estimated lives and values;

®  depreciation en new and renewal prograrmmes will impact in the year following the capital programme.

Risk
That more detailed analysls of planned capital works once complete may ahter the depreciation expense.

That asset lives may alter due to new technology improving asset lives.

Level of uncertainty
Low.

Reasons and financial effect of uncertainty
Council has asset management planning and upgrade programmes in place. Asset capacity and condition is monitored with

replacement works being planned in accordance with standard asset managament and professional practices. Dapreciation
is calculated in accordance with normal accounting and asset management practices.

Asset lives

Useful lives of assets are based on professional advice. These are summarised in the depreciation note within the
accounting policies.
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Risk
That assets wear out earlier than estimated.

Level of uncertainty
Low.

Reosons and financial effect of uncertainiy

Asset |ife is based on estimates of engineers, valuers and asset managers. Capital projects can be brought forward in event
of early expiration of assets {this would affect depreciation and interest of which the amounts are unknown).

Sources of funds for future replacement of assets

This is detailed in the "Council activities and services' section under each group of activities.
The funding of the reptacement of future assets is based on the following assumptions:

®  The Council has, over the tarm of the Annual Plan, set revenue levels sufficient to fully fund deprecistion of its assets
with the exception of roading where approximately 53% of depreciation is funded, the Events Cenire, where
replacement is likely to be part-funded from community fund-raising, and infrastructure assets funded from loans,
where depreciation will not be funded during the term of the lgan.

®  The funding for the replacement of any individual asset will be funded from the following sources in the following
order of priority:
—  From prior year credit depreciation reserve balances
- From the current year's cash arising from the funding of depreciation
- Loan funding with a loan being for no mora than the life of the asset
- Sperial funds set aside for specific purposes identified by Council.

Risk
That a particular funding source is unavailable.

Level of uncertainty
Low.

Reasons and financial effect of uncertainty

As the Council operates a central treasury function, should one source of funding be unavailable for asset replacement, a
further option would be available.

Inflation

Operating revenues and expenses
2017/18 revenues and expenses have been predicted using estimated dollar values for the 2017/18 financial year.

Guiidance has been taken from the BERL (Business & Economic Research Limited) forecasts of price level change adjusters
for inflation.

Risk
That actual inflation differs to that predicted.

Level of uncertainty
Medium.
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Reasons and financial effect of uncertainty
Where the actual inflation rate is different from that forecast, the cost of projects and expenditure will be different from
that forecast.

Investments and return on investments

The Council's Long Term Special Funds will be retained In their present form throughout the Annual Plan. Additions and
withdrawals from the funds have been accounted for in the Annual Plan where identified and required. A rate of 3.5% has
been assumed for the return on the Special Funds investment.

Risk
That the actual return on investment differs to that budgeted.

Level of uncertainty
Medium.

Reasons and financial effect of uncertainty
Movement in the investment fund is difficult to predict but best efforts have been used, using past results. The financial
effect is unknown,

Commitments and contingencies
There are no commitrents or contingencies that the Council is aware of that have not been included in the Annual Plan.
Rounding differences

Due to the complexities of the financial model, there 3s a number of insignificant one dollar rounding differences in the
financial statements.

Authorisation for issue
The Council is responsible for the prospective financial statements, underlying assumpticns, and other related disclosuras.
Purpose of the Annual Plan

The Annual Plan will be prepared in accordance with section 95 of the Lacal Government Act 2002. The information is
prepared to comply with the requirements of the Local Government Act 2002 and may not be appropriate for othar
purposes.
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Accounting policies

Reporting Entity

Carterton District Council (CDC} is a territorial loca) body governed by the Local Government Act 2002 {LGA 2002) and is
domiciled In New Zealand,

CDC is a separate legal entity and does not have any subsidiaries.

The primary objective of the Council is to provide goods and services for the community or social benefit rather than
making a financial return. Accordingly, the CDC has designated itseff as a public benefit entity for the purposes of the new
Public Sector Public Benefit Entity Standards (PBE standards).

The financial forecasts of the Council comply with PBE standards.

The financial forecasts of the CDC are for the financial year from 1 luly 2016 to 30 June 2017. The financial forecasts were
authorised for issue by Council on 22 June 2016.

Basis of Preparation

The prospective financial statements of the Carterton District Council have been prepared in accordance with the
requirements of the Local Government Act 2002, section 95 and Part 2 of Schedule 10, and the information may not he
appropriate for other purposes.

These prospective financial statements have been prepared In accordance with PBE standards for a Tier 2 entity as the
Council does not have public accountability and is not large. The Council is adopting the PBE standards for the first time tn
the periods presented in these prospective financial statements,

Statement of prospective financial information

The financial information contained In this document is a forecast for the purposes of PBE Financial Reporting Standard
{FRS) 42. It has been prepared on the basls of assumptions as to future events that the Council reasonably expects to
occur, associated with the actions it reasonably expects to take, as at the date the forecasts were prepared. The purpose
for which it has been prepared is to enable the public te participate in the deciston making process as to the services to be
provided by the Council to the community.

Council does not intend to update the prospective financial statements subsequent to the final presentation of the Annual
Plan,

The Annuat Plan is in full compliance with PBE FRS 42.

The actual results achieved are likely to vary from the information presented. The variation may be material and will be
dependent upon circumstances which arise during the forecast period.

The accounting policies set out befow have been applied consistently to all periods presented in these prospective financial
statements.

The prospective financial statements have been prepared on a historical cost basis, modified by the revaluation of land and
bulldings, certain infrastructure assets, investment property, forestry assets and certain financhal instruments {including
derivative Instruments). The estimates and associated assumptions are based on historlcal experience and various other
factors that are belleved 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 readity apparent from other sources.
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The prospective financial statements are presented in New Zealand dollars and all values are rounded te the nearest dollar.
The functiona! currency of the Council is New Zealand dollars.

Changes in accounting policies

There have been no changes in accounting policies during the financial year.

Standards, amendments and interpretations issued that are not yet effective and have not
been early adopted

The revised suite of PBE standards issued in September 2014 has been applied to these prospective financial statements.
The revised PBE standards have not materialy affected the Council.

Significant Accounting Policies

Revenue

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

Revenue from exchange transactions arises where the Council provides goods or services to another entity and directly
receives approximately equai value {primarily in the form of cash in exchange).

Revenue from non-exchange transactions arises from transactions that are not exchange transactions. Revenue from non-
exchange transaction arises when the Council receives value from another party without giving approximately egual value
diractly in exchange for the value received.

Approximately egual value is considered to reflect a fair or market value, which is normally commensurate with an arm’s
length commercial transaction between a willing buyer and willing seller. Many of the services that the Council provides for
a fee are charged at below market value as they are subsidised by rates. Other services operate on a cost recovery or
breakeven basis and are not considerad to reflect a market return. Mast of the Council's revenue is therefore categorised
as non-exchange.

Specific accounting policies for major categorles of revenue are outlined below. The Council undertakes various activities
as part of its normal operations, some of which generate revenue, but generally at below market rates. The following
categories (except where noted} are classified as transfers, which are non-exchange transactions other than taxes,

Rates revenue

Rates are set annually by a resolution from Council and relfate to a financial year. All ratepayers are invoiced within the
financial year to which the rates have been set. Rates revenue is recognised when payable,

Rates Revenue is recognised by Council as being income an the due date of each instalment. Rates are a tax as they are
payable under the Local Government Ratings Act 2002 and are therefore defined as non-exchange.

Rates collected on behalf of the Wellington Regional Council {WRC) are not recognised in the financial staternents as COC is
acting as an agent for the WRC,
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Other revenue

Water billing revenue is recognised on an accrual basis and are taxes that use a specific charging mechanism to colfect the
rate and are non-exchange revenue. Unbilled usage, as a result of unread meters at year end, is accrued on an average
usage basis.

Government grants are recelved from the New Zealand Transport Agency, which subsidises part of the costs of maintaining
the local roading Infrastructure. The subsidies are recognised as revenue upon entitlement as conditions pertalning to

eligible expenditure have been fulfilled.

Other grants and bequests, and assets vested in Councll — with or without conditions — are recognised as revenue when
control over the assets is obtained.

Revenue from the rendering of services where the service provided Is non-exchange is recognised when the transaction
occurs to the extent that a liabity is not also recognised. Within rendering of services the only revenues considered to be
exchange revenue are from Parking services (meter fees and permits) and commercial leases of some building assets. For
these transactions the revenue is recognised by reference to the stage of completion of the transaction at the reporting
date.

The sale of gonds is ¢lassified as exchange revenue. Sale of goods is recognised when products are sold o the customer
and all risks and rewards of ownership have transferred to the customer.

Where a physical asset is acquired for nil or nominal consideration the fair value of the asset recelved is recognised as
incarme. Assets vested in the CDC are recognised as revenue when control gver the asset is obtained.

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

Interest income is exchange revenue and is recognised using the effective interest method.

Dividends are recognised when the right to receive payment has heen establiched and are classified as exchange révenue.
Dividends are recorded net of imputation credits.

Revenue from fines and penalties (e.g. traffic and parking infringements, library overdue boak finas, rates penalties) is
recognised when infringerment notices are issued or when the fines/panalties are otherwise imposed.

Other gains and losses

Galns include additional earnings on the disposal of property, plant and equlpment and movements in the fair value of
financial assets and llabllitlas,

Vested Asset Revenue is recognised as non-exchange revenue when the maintenance period {where the developer is
respansible for addressing maintenance items) ends and the asset is at the required standard to be taken over by Council.

Development contributions

Develapment contributions and financial contributions are recognised as revenue when the Council provides, oris able to
provide, the service for which the contributions were charged. (therwise development contributions and financia)
contributions are recognised as liabilities until such time as the Council provides, or is able to pravide, the service.

Borrowing costs

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

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

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

Income tax

Income tax expense is the aggregate of current period movemeants in relation to both current and deferred tax.

Current tax is calculated using tax rates {and tax Jaws) that have been enacted or substantively enacted at balance date.
Deferred tax is the amount of income tax payable or recoverable in future periods in respect of temporary differences and
vnused tax losses. Temporary differences and differences between the carrying amount of assets and liabilities in the
financial statements and the corresponding tax bases used in the computation of taxabie surplus,

Deferred tax is measured at the tax rates that are expected to apply when the asset is realised or the liability is settled,
based on tax rates {and tax laws) that have been enacted or substantively enacted at balance date. The measurement of
deferred tax reflects the tax consequences that would follow from the manner in which the Council expects to recover or
settle the carrying amount of its assets and liabilities.

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

Deferred tax is not recognised if the ternporary difference arises from the initial recognition of goodwill or from the initial
recognition of an asset and liability in a transaction that is not 2 business combination, and at the time of the transaction,
affects neither accounting surplus nor taxable surplus.

Current and deferred tax is recognised against the surplus or deficit for the period, except to the extent that it relatestoa
business combination, or to transactions recognised in other comprehensive income or directly in equity.

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 commencermnent of the lease term, finance leases are recognised as assets and liabilities in the prospective
staternent of financial position at the lower of the fair value of the leased item or the present value of the minimum lease

payments.

The finance charge is charged to the surplus or deficit over the lease period so as to produce a constant periodic rate of
interest on the remaining balance of the liability.

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

Operating leases

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

Cash and cash equivalents includes cash on hand, deposits held at call with banks, other short-term highly liquid
investrents with original maturities of three manths or less, and bank overdrafts.

Bank overdrafts are shown within borrowings in current Babillties in the prospective statement of financial position.
Debtors and other receivables

Debtors and other receivables are initially measured at fair value and subseguently measured at amortised cost using the
effective interest methed, less any provision for impalirment.

Derivative financial instruments and hedge accounting
The Council does not engage in the use of derivative financial instruments and hedging activities.
Other financial assets

Financial assets are initially recognised at falr value plus transaction costs unless they are carrled at fair value through
surplus or deficit in which case the transaction costs are recognised in the surplus or deficit,

Purchases and sales of financial assets are recognised on trade-date, the date on which the Council commits to purchase or
seltthe asset. Financial assets are derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Councll has transfarred substantially all the risks and rewards of ownership,

Financilal assets are classified into the following categories for the purpose of measurement:

*  Fair value through surplus or deficit

*  Loans and receivables

*  Held to maturity investments

¢ Falrvalue through other comprehensive income

The classification of a financial asset depends on the purpese for which the instrument was acquired.

financiel assets at fair value through surplus or deficit

Financial assets at falr value through profit and loss 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 hedge accounting relationship for which hedge
accounting is applied.

Ftnancial 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. The current/non-current classification of derivatives is explained in the derivatives

accounting policy above.

After inltial 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.

Countil does not hold any financlal assets in this category.
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Loans and receivables

Loans and receivables are non-derivative flnancial 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 dzte,
which are included in non-current assets.

After initial recognition, they are measured at amortisad cost, using the affective interest method less impairment. Gains
and losses when the asset is impaired or deretognised 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.

Council’s loans and receivables comprise debtors and other raceivables, community and related party loans. Loans and
receivables are classified as “debtors and other receivables” in the prospective statement of financial position.

Held to maturity investments
Held to maturity investments are nen-derivative financlal assets with fixed or determinable payments and fixed maturities
and there is the positive intention and ability to hold to maturity. They are included in current assets, except for maturities

greater than 12 months after balance date, which are included in non-current assets,

After initial recognition they are measured at amortisad 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.

Council’s investments in this category include bank term deposits.

Fair value through other comprehensive income

Financiat assets at fair value through other comprehensive lncome are those that are designated into the category at initial
recognition or are not classified in any of the ather categaries above. They are included in non-current assets unless
management intends to dispose of the share investment within 12 months of balance date or if the debt instrument is not
expected to be realised within 12 months of balance date.

Council includes in this category:

*  Investments that it intends to hold long-term but which may be realised before maturity
e Shareholdings that it holds for strategic purposes

These investments are measured at their fair value, with gains and fosses recognised in other comprehensive tacome,
except for impairment losses, which are recognised in the surplus or deficit.

On derecognition, the cumulative gain or loss previously recognised in other comprehensive income is reclassifled from
equity to the surplus or deficit.

Impairment of financial assets

Financial assets are assessed for objective evidence of impairment at each balance date, Impairment losses are recognised
in the surplus or deficit,
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Loons and other receivables

Impairment is established when there is objective evidence that the Council will not be able to collect amaunts due
according to the original terms of the debt. Significant financial difficulties of the debtor, probability that the debtor will
enter into bankruptey, and default in payments are considered indicators that the asset Is impalred. The amount of the
impairment is the diffarence 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 ca rrying 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 deficlt. When
the receivable is uncollectible, it is written-off against the allowance account. Overdue receivables that have been
renegotiated are reclassified as current {that is, not past due). Impairment in term deposits, local autharity stock,
government stock, and community loans, are recognised directly against the instruments cartying amount.

Financial ossets at falr vaiue through other comprehensive income

For equity investments, a significant or profonged 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, prabability that the debtor will entar inte bankruptcy,
and default in payments are considered objective indicators that the assetis Impaired.

If impairmant evidence exists for the investments at fair value through other comprehensive income, the cumaulative 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 income 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 daflelt.

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.

Inventory
Inventory held for distribution or consumption in the provision of services that are not supplied on a commercial basis are
measused at the lower of cost, adjusted when applicable, for any loss of service potential, Where inventory is acquired at

na cost or for nominal consideration, the cost is the current replacement cost at the date of acquisition.

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

The amount of any write-down for the loss of service potential or frem 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 inventary, 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.

Non-current assets held for sale

Non-current assets held for sale are classified as held for sale If their carrying amount will be recovered principally through
a sale transaction rather than 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.
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Any impairment losses for write-downs of assets held for sale are recognised in the surplus or deficit.

Any increases in fair value {less costs to sell) are recognised up to the level of any impairment losses that have previousty
been recognised.

Mon-current assets held for sale {including those that are part of a disposal group) are not depreciated or amortised while
they are classified as held for sale.

Property, plant, and equipment
Property, plant, and equipment consists of;

Operational assets
These include land, buildings, landfill past closure, water races, library books, plant and equipment, and motor vehicles,

Restricted assets

Restricted assets are parks and reserves owned by the Council that provide a benefit or service to the community and
cannot be disposed of bacause of legal or other restrictions.

Infrastructure assets
Infrastructure assets are the fixed utility systems owned by the Council. Each asset class includes all items that are

required for the network to function. For example, sewer reticulation includes reticulation plping and sewer pump
stations.

Heritage assets
Heritage assets are assets owned by the Council that are of cultural or historical significance to the community and cannot

be replaced due to the nature of the assets. Buildings recorded under the Historical Places Act 1993 have been recorded as
heritage assets.

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

Revaluation

Land and buildings {operational and restricted), library books, and infrastructure assets {except land under roads} are
revalued with sufficient regularity to ensure that their carrying amount does not differ materially from fair value and at
least every three years. All other assets are carried at depreciated historical cost.

The carrying values of revalued assets are assessed annually t@ ensure that they do not differ materially from the assets’
fair values. if there is @ material difference, then the off-cycle asset classes are revalued.

Revaluations of property, plant and equipment are accounted for on a class of asset basls.

The net revaluation results are credited or debited to other comprehensive income 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 revaluafion reserve, this balance is not recognised in other
comprehensive income but is recognised in the surplus or deficit. Any subsequent increase on revaluation that reverses a
previous decrease in value recognised in the surphus or deficit will be recognised first in the surplus or deficit up to the
amaunt previously expensed, and then recognised in other comprehensive income.
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Additions

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

Work in progress is recognised at cost less impairment and is not depreciated.

Property, plant and equipment is recognised at cost. Where an asset is acquired at no cost, or for nominazl cost, it is
recognised at fair value as at the date of acquisition.

Subsequent costs

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

Disposals

Gains and losses on disposals are determined by comparing the proceeds with the carnying amount of the asset. Gains and
losses on dispesals are reported net in the surplus or deficit. When revalued assets are sold, the amounts included in asset
revaluation reserves in respact of those assets are transferred to accumulated funds.

Depreciation

Depreciation is provided on a straight-iine basis on all property, plant and equipment other than land {which also includes
the landfill and water races), at rates which will write off the cost (or valuation) of the assets to their estimated residual
values over their useful lives. The estimated useful lives and associated depreciation rates of major classes of assets have
been estimated as follows:

Motor vehicles 10 years 10.00%
Plant and equipment 10-50 years 2.00-10.00%
Roads, bridges and footpaths* 953 years 1.58-11.42%
Water systems* 7-30 years 3.20-13.66%
Stormwater systems* 65-74 years 1.35-155%
Sewerage systems* 10-24 years 4.12-10.39%
Bulldings 5-92 years 1.05-20.00%
Library collections € years 16.67%
Office equipment 5-10 years 10.00-20.00%
Fixtures and fittings 10-50 years 2.00-10.00%
Heritage assets 20-50 years 2.00-5.00%
Intanglble assets S years 20.00%

In relation to infrastructure assets marked * (above), depreciation has been calculated at a componentry level based on
the estimated remaining useful llves as assessed by Council’s engineers and independent registered valuers. A summary of
these lives is detailed above.

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each financial year end.
Revaluation

Those asset classes that are revalued are valued on a three-yearly cycle on the basis described below. All other asset

classes are carvied at depreciated historical cost. The carrying values of revalued items are reviewed ateach balance date
to ensure that those values are not materially different to falr value.

10

-05.



Operational land and buildings

At fair value as determined from market-based evidence by an independent valuer. The most recent valuation was
performed by independent valuers Andrew Parkyn {Registered Valuer, B.Com (VPM), PG Dip Com, SPINZ, ANZIV), Angela
Scott (BBS (VPM), MPINZ) and David Cornford (BBS (VPM), MPINZ) of OV Asset & Advisory, and the valuation is effective as
at 30 june 2015. The landfill liner and water races were not revalued in the 2015 year. Heritage assets are also included in
this category. Additions are recorded at cost.

Restricted fand and buildings

The most recent valuation was performed by independent valuers Andrew Parkyn (Registered Valuer, B.Com (VPM), PG Dip
Com, SFINZ, ANZIV), Angela Scott (BBS (VPM), MPINZ) and David Cornford (BBS (VPM]), MPINZ) of QV Asset & Advisory, and
the valuation Is effective as at 30 June 2015. Additions are recorded at cost.

Infrastructure asset closses
{roads, bridges and footpaths, water systerns, sewerage systerms and stormwater systems)

At fair value determined on 2 depreclated replacement cost basis by an independent valuer. At balance date the Council
assess the carrying values of its infrastructure assets to ensure that thay do not differ materially from the assets’ fair
values. If there is a material difference, then the off-cycle asset classes are revalued.

The most recent valuations were performed by John Vessey {BE (Civil}, BA (Econamics), Reg Eng (MPINZ)) of Opus
Imernational Consultants. The valuation for the sewerage, water supply, and stormwater systems is effective as at 30 June
2013, and the valuations for roads, streets and footpaths is effective as at 3¢ June 2011, Additions are recorded at cost,

Land under rogds

Valued based on fair value of adjacent land determined by John Vessey (BE{Civil), BA [Economics), Reg Eng {MPINZ)) of
Opus International Consultants, effective 30 June 2002. Under NZ IFRS, the Council has elected to use the Fair value of land
under roads as at 30 June 2002 as deemed road cost, Land under reads is no Jonger revalued.

Library Collections
At depreciated replacement cost in accordance with the guidelines released by the New Zealand Library Association and
the National Library of New Zealand in May 2002, The most recent library valuation was independent valuer Colin Gerrard

(B5¢, MSc, GIPENZ} and reviewed by Sarah Seel (BE, MIPENZ) of AECOM New Zealand, and the valuation is effective as at
30 June 2015.

intangible assets

Software acquisition

Acquired computar software licenses are capitalised on the basls of the costs incurred 1o acquire and bring to use the
specific software.

Costs that are directly assoclated with the developrnent of software for internal use are recognised as an intangible asset.
Direct costs include the software development ernployee costs and an appropriate portion of relevant overheads.

Staff training costs are recognised in the surplus or deficit when incurred.
Costs assaciated with maintaining camputer software are recognised as an expense when incurred.

Easements

Easements are recognised at cost, being the costs directly aftributable in bringing the asset to its intended use. Easements
bave an indefinite life and are not amonised, but are instead tested for impairment annually.

Amaortisation
The carrying value of an intangible asset with a flnite life is amortised on a straight-line basis over its useful life,

Amortisation begins when an asset is available for use and ceases at the date that the asset is derecognised. The
amortisation charge for each period 15 recognised in the surplus or deficit.

i1
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The useful lives and associated amortisation rates of major classes of intangible assets have been estimated as follows:

Computer sofiware Syears 20.00%
Resource consents 3-10 years 10.00-33.33%

Impairment of property, plant and equipment and intangible assets

Intangible assets that have an indefinite useful life, or not yet available for use, are not subject to amortisation and are
tested annually for impairment. Assets that have a finlte useful life are reviewed for indicators of impairment at each
balance date. When there is an indicator of impairment the asset’s recoverable amount is estimated. An impairment loss
Is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable
amount s the higher of an asset’s fair value less costs to sell and value in use.

Value in use is depreciated replacement cost for an asset where the fiture economic benefits or service potential of the
asset are not primarily depandent on the assets ability to generate net cash flows and where the entity would, If deprived
of the asset, replace its remaining future economic benefits or service potential.

The value in use for cash-generating assets and cash-generating units Is the present value of expected future cash flows,
If an asset’s carrying amount exceeds its recoverable amount, the asset Is impaired and the carrying amount is written
down to the recoverable amount. For revalued assets, the impairment loss is recognised against the revaluation reserve
for that class of asset. Where that results in a debit balance in the revaluation reserve, the balance is recognised in the
surplus or deficit.

For assets not carried at 2 revalued amount, the total impairment loss is recognised in the surplus or deficit,

The reversal of an impairment loss on 2 revalued asset is credited to the revaluation reserve. However, to the extent that
an impairment loss for that class of asset was previously recognised in 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 {other than goodwill), the reversal of an Impairment ioss is recognised in the
surplus or deficit.

Forestry assets

Standing forestry assets are independently revalued annually at fair value less estimated cost to sell for one growth cycle.
Fair value is determined based on the present value of expected net cash flows discounted at a current market determined
rate. This calculation is based on existing sustainable felling plans and assessments regarding growth, timber prices, felling

costs and silvicultural costs and takes into consideration environmantal, operational and market restrictions.

Gains or losses arising on initial recognition of forestry assets at fair value less estimated costs to sell and from a changain
fair value less estimated costs to sell are recognised in the surplus or deficit.

Forestry maintenance costs are recognised in the surplus or deficit when incurred.
Investment property

Properties leased to third parties under operating leases are classified as investment property unless the property is hefd
to meet service delivery objectives, rather than to earn rentals or for capital appreciation.

Investment property is measured initially at cost, including transaction costs.
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After initial recognition, all investment property is measured at fair value as determined annually by an independent
valuer.

Gains and losses arlsing from a change in the fair value of investrment property are recognised in the surplus or deficit,

Creditors and other payables

Creditors and other payables are initially measured at fair value and subsequently measured at amortised cost using the
effactive interest method.

Borrowings

Borrowings are initially recognised at their fair value net of transactions costs incurred. After initial recognition, all
borrowings are measured at amortised cost using the effective interest method.

Borrowings are classified as current liabilities unless the Council has an unconditional right to defer settlement of the
liability for at least 12 months after the balance date orif the borrowings are expected to be settled within 12 months of
batance date.

Employee entitlements
Short-term employee entitfements

Employee benefits expected to be settled within 12 months of balance date are measured at nominal vaiues based on
accrued entitlements at corrent rates of pay.

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

A liability for sick leave is recognised to the extent that compensated absences in the coming year are expected to be
greater than the sick leave entitlaments earned in the coming year. The amount is calculated based on the unused sick
leave entitlemant that can be carried forward at batance date, to the extent it will be used by staff to cover those future
absences,

A liability and an expense is recognised for bonuses where the Council has a contractual obligation or where there iz a past

practice that has created a constructive obligation.

Long-term empioyee entitlements

Employee benefits that are due to be settled beyond 12 months after the end of the period in which the employee renders

the related service, such as long service ieave and retirerment gratuities, have been calculated on an actuarial basis. The
calculations are based on:

e [ikely 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
o the present value of the estimated future cash flows.

A discount rate of 5.78% and an inflation factor of 3.00% were used. The discount rate is based on the weighted average

of

Government interest rates for stock with terms to maturity similar to those of the relevant liabilities. The inflation factor is

based on the expected long-term increase in remuneration for employees.
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Presentation of employee entitiements

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

Superannuation schemes

Obligations for contributions to defined contribution superannuation schemes are recognised as an expense in the surplys
or deficht as incurred.

Provisions

A provision s recognised for future expenditure of uncertain amount or timing when there is a present abligation feither
legal or constructive) as a result of a past event, it is probable that expenditures will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation.

Provisions are 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 s recognised as an interest expense and is included in
"finance costs”.

Financial guarantee contracts

A financial guarantee contract is a contract that requires the Council to make specifled payments to relmburse 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, even if a payment under the guarantee is not considered
probable. If a financial guarantee contract was issued in a standalore arms length transaction to an unrelated party, its fair
value at Inception is equal to the consideration received. When no consideration is received, 3 liability is recognised based
on the prabability that the Council 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
llability,

Financial guarantees are subsequently measured at the initial recognition amount less a hy amortisation. However, ifitis
probable that expenditure will be required to settle a guarantee, then the provision for the guarantee is measured at the
present value for the future expenditure.

Equity

Equity is the community’s interest in the CDC and is measured as the difference between total assets and total liabilltes.
Equity is disaggregated and classified into the following components,

®  Public equity —accumulated funds
s Restricted reserves
*  Other reserves ~ trust funds
*  Asset revaluation reserves
Fair value through other comprehensive income reserves

Restricted reserves

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

Algo included in restricted reserves are reserves restricted by Council decision. The Council may alter them without
references to any third party or the Courts. Transfers to and from these reserves are at the discretion of the Council.

Council's objectives, policies and processes for managing capital are described in note 33 of the 2013 Annual Report.
Asset revaluation reserves

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

Fair vaiue through other comprehensive income reserves

This reserve comprises the cumulative net change in the fair value of fair value through ather comprehensive income
instrumants.

Goods and services tax {GST)
All items in the financial forecasts are stated exclusive of GST, except for debtors and other recelvables and creditors and
other payables, which are stated on a GST inclusive basis. GST not recoverable as input tax is recognised as part of the

related asset or expense.

The net amount of GST recoverable from, or payable to, the Inkand 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.
Cost allocation
The cost of service for each significant activity of Council has been derived using the cost allecation system outlined below.

Direct costs are those costs directly attributable to a significant actlvity. Indirect costs are those costs which cannot be
identified in an economically feasible manner with a 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 nurnbers, and floor area.

Prospective statement of cash flows

Cash means cash balances on hand, held in bank accounts, demand deposits and other highly liquid investments in which
Council Invests as part of its day-to-day cash management. GST is disclosed net as disclosing gross amounts does not
provide any further meaningful information.

Dperating activities include cash received from all income sources and cash payments made for the supply of goods and
services, Agency transactions {the collection of Regional Council rates) are recognised as receipts and payments in the

prospective statement of cash flows because they flow through the Council’s main bank account.

Investing activities are those activities relating te the acquisition and disposal of non-current assets.
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Financing activities comprise the change in equity and debt structure of the Council.
Prospective significant activity statements

The prospective group of activity statements, report the net cost of services for groups of activities of the Council, and are
represented by the costs of providing the service less all revenue that can be allocated 10 these activities.

Critical accounting estimates and assumptions

In preparing these prospective financial statements, the Council has made estimates and assumptions concerning the
future, These estimates and assumptions rnay ditfer from the subsequent actual results. Estimates and judgments are
continually evaluated and are based an historical experience and other factors, including expectations or future events that
are betieved to be reasanable under the circumstances.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and habilitles within the next financial year are discussed below;

Infrastructural ossets

There are a number of assumptions and estimates used when performing depreciated replacements cost valuations of
Infrastructural assets. These include the following fems;

®  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 that are not visible, for example
stormwater, sewerage and water supply pipes that are underground.

This risk Is minimised by Council performing a combination of physical Inspections and condItion assessments of
underground assets.

*  Estimating any obsolescence or surplus capacity of an asset.

»  Estimates are made when determining the remaining useful lives over which the asset will be depreciated. These
estimates can be impacted by the local conditions, for example weather patterns and traffic growth, If useful lives do
not reflect the actual consumption of the benefits of the asset, then the Councll could be over or under estimating the
annual depreciation charge recognised as an expense in the statement of financial peformance.

To minimise this risk, the Council’s infrastructural asset useful lives have heen 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
modeling 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.

Critical judgments in applying Council’s accounting policies

There are no notable critical judgements exerclsed by management in applying the Council’s accounting policies for the
year ending 30 fune 2018,
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Prospective total surplus/{deficit}

Council is projecting a surplus for the financial year ended 30 June 2018. This surplus is required to fund a number of
transactions/ projects that do not appear in the prospective statement of financial performance for accounting purposes
i.e. loan repayments, grants/subsidies/donations for capital projects, asset revaluations and contrlbutions to reserve funds,
The income for these transactions and projects is recorded In the prospective statement of financial performance whereas
the payments are recorded in the prospective statement of financial position,

This income is partially offset by expenditure items that are not fully funded by ratas, ie bad debts, losses, depreciation and
operating expenditure funded by reserves. The expenditure for these transactions is recorded in the prospective
statement of financial performance and a reduction is recorded in the prospective statement of financial position.
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