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Accounting Policies

1.	 REPORTING ENTITY

Taupo District Council (TDC) is a Local Authority 
under Schedule 2, Part 2 of the Local Government 
Act 2002. The Council has not presented group 
prospective financial statements because the 
Council believes that the parent prospective 
financial statements are more relevant to the 
users. The main purpose of prospective financial 
statements in the Long-term Council Community 
Plan is to provide users with information about 
core services that the Council intends to provide 
ratepayers, the expected cost of those services 
and, as a consequence, how much Taupo District 
Council requires by way of rates to fund the 
intended levels of service. The level of rates 
funding required is not affected by subsidiaries, 
except to the extent that Taupo District Council 
obtains distributions from, or further invests in, 
those subsidiaries. Such effects are included in 
the prospective financial statements presented. 

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

2.	 STATEMENT OF COMPLIANCE 
AND BASIS OF PREPARATION

The financial statements of Taupo District 
Council have been prepared in accordance with 
the Local Government Act 2002 which includes 
the requirement to comply with New Zealand 
generally accepted accounting practice (NZ 
GAAP). The statements comply with FRS 42 
Prospective Financial Statements, NZ IFRS, and 
other applicable Financial Reporting Standards, 
as appropriate for public benefit entities. The 
financial statements use opening balances from 
the period ending 30/06/2009, estimates have 
been restated accordingly if required.

The financial statements are prepared using 
the historical cost basis, except for assets and 

liabilities, which are recorded at fair value.  These 
are detailed in the specific policies below.
The accounting policies set out below have been 
applied consistently to all periods presented in 
these financial statements.

The financial statements are presented in New 
Zealand dollars and all values are rounded to the 
nearest thousand dollars ($’000). The functional 
currency of TDC is New Zealand dollars.

3.	 ACCOUNTING POLICIES

The following accounting policies which materially 
affect the measurement of results and financial 
position have been applied:

3.1  	Foreign Currency Transactions
The functional and presentation currency is 
New Zealand dollars.  Transactions in foreign 
currencies are translated at the foreign exchange 
rate ruling on the day of the transaction. 

Foreign currency monetary assets and liabilities 
at the balance date are translated to NZ dollars 
at the rate ruling at that date. Foreign exchange 
differences arising on translation are recognised 
in the income statement, except when deferred 
in equity as qualifying cash flow hedges and 
qualifying net investment hedges.

3.2	 Derivative Financial 
Instruments

Taupo District Council uses derivative financial 
instruments to hedge its exposure to interest 
rate and foreign exchange risks arising from 
operational, financing and investment activities. 
In accordance with its treasury policy, Taupo 
District Council does not hold or issue derivative 
financial instruments for trading purposes. 

Derivatives are initially recognised at fair value on 
the date a derivative contract is entered into and 
are subsequently measured at fair value at each 
balance date. Gains or losses in fair value and 
those resulting from re-measuring are recognised 
in the Statement of Financial Performance.

3.3	 GST
The financial statements have been prepared 
exclusive of GST with the exception of receivables 
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and payables that have been shown inclusive of 
GST.  Where GST is not recoverable as an input 
tax it is recognised as part of the related asset or 
expense.

3.4	 Revenue
Rates revenue is recognised when invoiced.

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

Government grants, including non-monetary 
grants at fair value, shall not be recognised by 
Taupo District Council until there is reasonable 
assurance that:

(a) the entity will comply with the conditions 
accounting to them; and 

(b) the grants will be received.

Government grants, other than grants related to 
assets, shall be recognised as income over the 
periods necessary to match them with the related 
costs which they are intended to compensate, on 
a systematic basis. 

Land Transport New Zealand roading subsidies are 
recognised as revenue upon entitlement, which is 
when conditions pertaining to eligible expenditure 
have been fulfilled.

Other grants and bequests, and assets vested 
in the Council – with or without conditions – are 
recognised as revenue when control over the 
assets is obtained. Grants and bequests are 
recognised at their fair value where there is a 
reasonable assurance that the grant or bequest 
will be received and that Council as the recipient 
will comply with all attached conditions.

Revenue from the sale of goods is recognised in 
the income statement when the significant risks 
and rewards of ownership have been transferred 
to the buyer.

Revenue from any services rendered (except as 
described above) is recognised in the income 
statement in proportion to the stage of completion 
of the transaction at the balance sheet date. The 
stage of completion is assessed by reference to 
surveys of work performed.
Rental income from investment property is 

recognised in the income statement on a straight-
line basis over the term of the lease. Lease 
incentives granted are recognised as an integral 
part of the total rental income.

Development contributions and financial 
contributions are recognised as revenue when 
Council invoices the customer. 

Dividend income shall be recognised when 
the shareholder’s right to receive payment is 
established.  

Interest income is recognised in the income 
statement as it accrues, using the effective 
interest method. 

Where a physical asset is acquired for nil or 
nominal consideration the fair value of the asset 
received is recognised as revenue. Assets vested 
in Taupo District Council are recognised as 
revenue when control over the asset is obtained.

No revenue is recognised if there are significant 
uncertainties regarding recovery of the 
consideration due, associated costs or the possible 
return of goods.

3.5	 Expenses
Leases
Leases in which substantially all of the risks and 
rewards of ownership transfer to the lessee are 
classified as finance leases.  At inception, finance 
leases are recognized as assets and liabilities on 
the balance sheet at the lower of the fair value 
of the leased property and the present value of 
the minimum lease payments.  Any additional 
direct costs of the lessee are added to the amount 
recognized as an asset.  Subsequently, assets 
leased under a finance lease are depreciated as if 
the assets are owned.  

Operating lease payments
Payments made under operating leases are 
recognised in the income statement on a straight-
line basis over the term of the lease. Lease 
incentives received are recognised in the income 
statement as an integral part of the total lease 
expense.

Finance lease payments
Minimum lease payments are apportioned 
between the finance charge and the reduction 
of the outstanding liability. The finance charge is 
allocated to each period during the lease term, so 
as to produce a constant periodic rate of interest 
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on the remaining balance of the liability.

Financing costs
Net financing costs comprise interest payable on 
borrowings calculated using the effective interest 
rate method, foreign exchange losses, and losses 
on hedging instruments that are recognised in the 
income statement .

The interest expense component of finance lease 
payments is recognised in the income statement 
using the effective interest rate method.

3.6   	 Equity
Equity is the community’s interest in the Council 
as measured by the value of total assets less 
total liabilities.  Public Equity is disaggregated 
and classified into a number of reserves to enable 
clearer identification of the specified uses Council 
makes of its accumulated surpluses.  The public 
equity of Council is made up of the following 
components:

Accumulated Funds
Council Created Reserves
Restricted Reserves
Revaluation Reserves

3.7	 Reserves
Reserves are a component of Public Equity and 
represent a particular use to which parts of equity 
have been assigned. Reserves may be legally 
restricted or created by the Council.

Council Created Reserves are reserves established 
by Council decision. The Council may alter them 
without reference to any third party or the Courts. 
Transfers to and from these reserves are at the 
discretion of the Council.
 
Restricted Reserves are those reserves subject 
to specific conditions accepted as binding by the 
Council, and which Council may not revise without 
reference to a third party. Transfers from these 
reserves may be made only for certain specified 
purposes or when certain specified conditions are 
met.

Asset Revaluation Reserves arise from certain 
asset classes being revalued, with these classes 
including land, buildings, infrastructural assets, 
restricted assets and investments. The treatment 
of revaluation movements is detailed in item 
3.14.1 of the policies.

3.8  	 Cash and Cash Equivalents
Cash and cash equivalents comprise cash 
balances and call deposits, and other short-
term highly liquid investments with maturities 
of three months or less. Bank overdrafts that 
are repayable on demand and form an integral 
part of Taupo District Council and group’s cash 
management, are included as a component of 
cash and cash equivalents for the purpose of the 
statement of cash flows, and in current liabilities 
on the balance sheet.

3.9	 Financial Assets
Taupo District Council classifies its investments in 
the following categories: 

(a) 	Financial assets or financial liabilities at 
fair value through profit or loss 
This category has two sub-categories: 
financial assets held for trading, and those 
designated at fair value through profit or loss 
at inception.  A financial asset is classified in 
this category if acquired principally for the 
purpose of selling in the short term, or if so 
designated by management.  Derivatives are 
also categorised as held for trading unless 
they are designated as hedges. Assets in 
this category are classified as current assets 
if they are either held for trading or are 
expected to be realised within 12 months 
of the balance sheet date. After initial 
recognition they are measured at their fair 
values. Gains or losses on remeasurement 
are recognised in the income statement.

(b) 	Loans and receivables
Loans and receivables are non-derivative 
financial assets with fixed or determinable 
payments, which are not quoted in an 
active market.  After initial recognition they 
are measured at amortised cost using the 
effective interest method. Gains and losses 
when the asset is impaired or derecognised 
are recognised in the income statement.

(c) 	Held-to-maturity investments
Held-to-maturity investments are non-
derivative financial assets with fixed or 
determinable payments and fixed maturities, 
that management has the positive intention 
and ability to hold to maturity. After initial 
recognition they are measured at amortised 
cost using the effective interest method. 
Gains and losses when the asset is impaired 
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or derecognised are recognised in the income 
statement.

(d) 	Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this 
category, or not classified in any of the other 
categories.

Investments in debt and equity securities
Financial instruments held for trading are 
classified as financial assets at fair value through 
profit and loss and are stated at fair value, with 
any resultant gain or loss recognised in the 
income statement. Council’s managed equity 
investments fall into this category. Fair value is 
determined as current market value based on the 
30 June closing sale price recorded in the relevant 
stock exchange. The value of the foreign-listed 
managed equities is converted to New Zealand 
dollars at the 30 June closing rate of exchange. 

3.10		 Trade and Other 			 
	 Receivables

Trade and other receivables are initially measured 
at fair value and subsequently valued at their 
amortised cost using the effective interest 
method, less impairment losses (see accounting 
policy 3.17).

A provision for impairment of receivables is 
established when there is objective evidence that 
Council will not be able to collect all amounts due 
according to the original terms of receivables.  
The amount of the provision is the difference 
between the carrying amount and the present 
value of the estimated recovery of the debt.

3.11		 Inventories
Inventories are stated at the lower of cost and 
net realisable value. Net realisable value is the 
estimated selling price in the ordinary course of 
business, less the estimated costs of completion 
and selling expenses. 

Inventories (such as spare parts and other 
items) held for distribution or consumption in the 
provision of services that are not supplied on a 
commercial basis, are measured at the lower of 
cost, adjusted when applicable, for any loss of 
service potential.

The cost of inventories is based on the first-
in, first-out principle, and includes expenditure 
incurred in acquiring the inventories and bringing 
them to their existing location and condition. 

3.12		 Non-current assets (or 		
	 disposal groups) held for sale

Non current assets (or disposal groups) are 
classified as held for sale and stated at the lower 
of their carrying amount and fair value less costs 
to sell if their carrying amount will be recovered 
principally through a sale transaction rather than 
through continuing use.

An impairment loss is recognised for any initial or 
subsequent write down of the asset (or disposal 
group) to fair value less costs to sell. A gain is 
recognised for any subsequent increases in fair 
value less costs to sell of an asset (or disposal 
group), but not in excess of any cumulative 
impairment loss previously recognised. A gain or 
loss not previously recognised by the date of the 
sale of the non current asset (or disposal group) 
is recognised at the date of de-recognition.

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

Non current assets classified as held for sale 
and the assets of a disposal group classified as 
held for sale, are presented separately from the 
other assets in the balance sheet. The liabilities 
of a disposal group classified as held for sale are 
presented separately from other liabilities in the 
balance sheet.

3.13		 Property, plant and  
	 equipment

Property, plant and equipment consist of:

Operational assets – These include land, 
buildings, improvements, library books, plant and 
equipment, heritage assets and works of art, and 
motor vehicles.

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

Infrastructure assets – Infrastructure assets 
are the fixed utility systems owned by the Council.  
Each asset type includes all items that are 
required for the network to function, for example, 
wastewater reticulation includes reticulation piping 
and pump stations.
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Property, plant and equipment are shown at cost 
or valuation, less accumulated depreciation and 
impairment losses.

3.14.1	Valuation Methodologies
Those asset classes that are revalued are revalued 
on a three yearly valuation cycle. All other asset 
classes are carried at depreciated historical cost. 
The carrying values of all assets not revalued 
in any year are reviewed at each balance date 
to ensure that those values are not materially 
different to fair value.

Any accumulated depreciation at the date of 
revaluation is eliminated against the gross 
carrying amount of the asset, and the net amount 
is restated to the revalued amount of the asset.  
Valuations are performed with sufficient regularity 
to ensure revalued assets are carried at a value 
that is not materially different from fair value.

Increases in the carrying amounts arising on 
revaluation of an asset class are credited to 
revaluation reserves in shareholders’ equity. To 
the extent that the increase reverses a decrease 
previously recognised in the income statement, 
the increase is first recognised in the income 
statement. Decreases that reverse previous 
increases of the same asset class are first charged 
against revaluation reserves directly in equity to 
the extent of the remaining reserve attributable to 
the class; all other decreases are charged to the 
income statement.

3.14.2 Additions
Additions between valuations are shown at cost, 
except vested assets. Certain infrastructural 
assets and land have been vested in Council as 
part of the sub-divisional consent process. The 
vested land reserve has been initially recognised 
at the most recent appropriately certified 
Government valuation.  Vested infrastructural 
assets are valued based on the actual quantities 
of infrastructure components vested, and the 
current “in the ground” cost of providing identical 
services.

3.14.3	 Depreciation 
Land is not depreciated. Depreciation on other 
assets is calculated using either the straight line 
or the diminishing value method to allocate their 
cost or revalued amounts, net of their residual 
values, over their estimated useful lives.  

The useful lives and associated depreciation rates 

of assets to be depreciated have been estimated 
as follows:

Operational  assets:

Land	 Nil	 Nil

Buildings	 40-75yrs 	 1.3%-2.5%SL
Site Value	 13 yrs	 7.69% SL
Structure	 20-80 yrs	 1.3% -5% SL
Roof	 20-40 yrs 	 2.5%-5% SL
Services	 20-45 yrs	 2.5%-5% SL
Internal fit out	 15-35 yrs	 2.9%-6.7% SL
Plant	 20-30 yrs	 3.3% - 5% SL
Machinery	 4-10 yrs	 10-25%DV
Computer Equipment	 4 yrs	 25%SL
Office Equipment	 5-10 yrs	 10-20%DV
Furniture & Fittings	 5 -10 yrs 	 10%-20%DV
Park Furniture	 25-2 yrs	 4%- 50% SL
Vehicles	 3 -10yrs	 10-20%DV
Library Books	 6.5 yrs	 15.5%SL
	

Infrastructural assets:

Roads		
top surface  	 3 -20 yrs   	 5%-33%SL
pavement  	 45 - 60 yrs	 1.7%-2%SL
formation 	 not  
	 depreciated	
culverts      	 55-80 yrs	 1.3%-1.8%SL
footpaths  	 50 - 80 yrs	 1.3%-2%SL
kerbs	 60 yrs	 1.7%SL
signs            	 15 yrs	 6.7%SL
street lights	 25 - 60 yrs	 1.7%-4%SL
Bridges    	 90-100 yrs	 1%-1.1%SL
land under roads  	 not  
	 depreciated		
		

Water Reticulation		
pipes	 45 - 80 yrs	 1.25%-2.2%SL
valves, hydrants  	 40 yrs	 2.5%SL
pump stations	 10 -  60 yrs	 1.7%-10%SL
tanks	 25 - 80 yrs	 1.3%-4%SL
		

Sewerage  
Reticulation		

pipes	 15 – 80 yrs	 1.3%-6.7%SL   
manholes	 80 yrs	 1.3%SL
Treatment Plant	 10 – 80 yrs	 1.3%-10%SL
		
Stormwater Systems			 

pipes	 80 - 100 yrs	 1%-1.3%SL
manholes,
cesspits	 80 - 100 yrs	 1%-1.3%SL
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Flood Control  
Systems	 15 - 18 yrs	 5.6%-6.7%SL

Restricted Assets:

Land	 Nil	 Nil
Other	 0-40 yrs	 0-2.5%SL
					  
The assets’ residual values and useful lives are 
reviewed, and adjusted if appropriate, at each 
balance sheet date.

An asset’s carrying amount is written down 
immediately to its recoverable amount if the 
asset’s carrying amount is greater than its 
estimated recoverable amount.

Assets under construction
Assets under construction are not depreciated.  
The total cost of a project is transferred to the 
relevant asset class on its completion and then 
depreciated.  The current carrying amount of 
items under construction is separately disclosed.

3.14.4 Disposal
Gains and losses on disposal are determined by 
comparing proceeds with carrying amount. These 
are included in the income statement. When 
revalued assets are sold, the amounts included 
in other reserves in respect of those assets are 
transferred to retained earnings.

3.15 Intangible Assets
Software
Acquired computer software licenses are 
capitalised on the basis of the costs incurred to 
acquire and bring to use the specific software.  
These are valued at cost, and are amortised over 
the expected useful life of the license.

The useful lives and associated amortisation rates 
of assets to be amortised have been estimated as 
follows:

Software			  4 years		  25%

Costs associated with maintaining computer 
software are recognised as an expense when 
incurred.  

3.16	 Biological assets and 
agricultural produce
A biological asset is a living animal or plant.  
Biological assets that are the subject of 
agricultural activity (i.e., the management of the 
biological transformation of biological assets for 

sale, into agricultural produce, or into additional 
biological assets) are stated at fair value less 
estimated point-of-sale costs, determined on the 
basis of an annual revaluation, with any resultant 
gain or loss recognised in the income statement.  
Point-of-sale costs include all costs that would 
be necessary to sell the assets, excluding costs 
necessary to get the assets to market.  

All other biological assets are measured at the 
lower of cost and net realisable value.

Agricultural produce is the harvested product of 
the entity’s biological assets.  Agricultural produce 
is measured at fair value less estimated point-of-
sale costs at the point of harvest.  

Forest assets
Forest assets are predominantly standing trees 
which are managed on a sustainable yield basis.  
These are shown in the balance sheet at fair value 
less estimated point of sale costs at harvest.  The 
costs to establish and maintain the forest assets 
are included in the income statement, together 
with the change in fair value for each accounting 
period.

The valuation of Taupo District Councils forests 
is based on discounted cash flow models where 
the fair value is calculated using cash flows 
from continued operations; that are, based on 
sustainable forest management plans taking into 
account growth potential.  The yearly harvest 
from tree forecast tree growth is multiplied by 
expected wood prices and the costs associated 
with forest management, harvesting and 
distribution are then deducted to derive annual 
cash flows.

The fair value of the forest assets is measured as 
the present value of cash flows from one growth 
cycle based on the productive forest land, taking 
into consideration environmental, operational 
and market restrictions.  Forest assets are valued 
separately from the underlying freehold land.

3.17	Impairment
The carrying amounts of Taupo District Councils 
assets, other than investment property (see 
Investments policy), inventories (see Inventories 
policy) and deferred tax assets (see Income Tax 
policy), are reviewed at each balance sheet date 
to determine whether there is any indication of 
impairment. 

An impairment loss is recognised for the amount 
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by which the asset’s carrying amount exceeds its 
recoverable amount. The recoverable amount is 
the higher of an asset’s fair value less costs to sell 
and value in use.

Value in use is depreciated replacement cost for 
an asset where the future economic benefits or 
service potential of the asset are not primarily 
dependent on the assets ability to generate 
net cash inflows and where the entity would, if 
deprived of the asset, replace its remaining future 
economic benefits or service potential. The value 
in use for cash-generating assets is the present 
value of expected future cash flows.

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

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

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

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

3.18	Financial Liabilities
Financial liabilities (creditors, loans, bonds and 
deposits) are initially recognised at fair value. 
These are subsequently recognised at amortised 
cost. 

3.19	Employee Entitlements
Provision is made in respect of Taupo District 
Council’s liability for annual leave, sick leave, long 
service leave, and gratuities.

The retiring gratuity liability is assessed on an 
actuarial basis using current rates of pay taking 
into account years of service, years to entitlement 

and the likelihood staff will reach the point of 
entitlement.  These estimated amounts are 
discounted to their present value.  

Long-service leave for which there is already 
actual entitlement is accrued at actual entitlement 
using current rates of pay. In addition, there 
is an actuarial assessment of value for which 
entitlement has not yet been reached. This 
assessment uses current rates of pay taking into 
account years of service, years to entitlement 
and the likelihood staff will reach the point of 
entitlement.  These estimated amounts are 
discounted to their present value.

Liabilities for annual leave are accrued on an 
actual entitlement basis, using current rates of 
pay.  

Liabilities for accumulating short-term 
compensated absences (for example, sick 
leave) are measured as the amount of unused 
entitlement accumulated at balance date that the 
Council anticipates employees will use in future 
periods in excess of the days that they will be 
entitled to in each of those periods. 

3.20	Provisions
A provision is recognised in the balance sheet 
when the Council has a present legal or 
constructive obligation as a result of a past 
event, and it is probable that an outflow of 
economic benefits, the amount of which can be 
reliably estimated, will be required to settle the 
obligation. If the effect is material, provisions are 
determined by discounting the expected future 
cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money 
and, where appropriate, the risks specific to the 
liability.

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

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

3.21	Interest-bearing Borrowings
Borrowings are initially recognised at their fair 
value.  After initial recognition, all borrowings are 
measured at amortised cost using the effective 
interest method.

3.22	Income Tax
Income tax on the profit or loss for the year 
comprises current and deferred tax. Income tax is 
recognised in the income statement except to the 
extent that it relates to items recognised directly 
in equity, in which case it is recognised in equity.

Current tax is the expected tax payable on the 
taxable income for the year, using tax rates 
enacted or substantively enacted at the balance 
sheet date, and any adjustment to tax payable in 
respect of previous years.

Deferred tax is provided using the balance 
sheet liability method, providing for temporary 
differences between the carrying amounts of 
assets and liabilities for financial reporting 
purposes and the amounts used for taxation 
purposes. 

A deferred tax asset is recognised only to the 
extent that it is probable that future taxable 
profits will be available against which the asset 
can be utilised. Deferred tax assets are reduced 
to the extent that it is no longer probable that the 
related tax benefit will be realised.
	
3.23	Cost Allocation
Taupo District Council has derived the net cost of 
service for each significant activity of the Council 
using the following cost allocation system: 

Direct costs (costs directly attributable to a 
significant activity) are charged directly to 
significant activities.

Indirect costs (those costs which cannot be 
identified in an economically feasible manner, 
with a specific significant activity) are charged 

to significant activities based on cost drivers and 
related activity/usage information.
3.24	Third Party Transfer Payment 

Agencies
Taupo District Council collects monies for many 
organisations.  Where collections are processed 
through Taupo District Council’s books, any 
monies held are shown as trade payables in the 
Balance Sheet.  Amounts collected on behalf of 
third parties are not recognised as revenue, but 
commissions earned from acting as agent are 
recognised in revenue.

3.25	Critical Accounting Estimates 
and Assumptions

In preparing these financial statements, 
Council has made estimates and assumptions 
concerning the future, refer to the schedule of 
forecasting assumptions on pages 267 to 277 
These estimates and assumptions may differ 
from the subsequent actual results. Estimates 
and judgements are continually evaluated and 
are based on historical experience and other 
factors, including expectations or future events 
that are believed to be reasonable under the 
circumstances.  The estimates and assumptions 
that have a significant risk of causing a material 
adjustment to the carrying amounts of assets 
and liabilities within the next financial year are 
discussed below:

Infrastructural Assets
There are a number of assumptions and 
estimates used when performing the depreciated 
replacement cost valuations over infrastructural 
assets.  These include:
•	 The physical deterioration and condition of 

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

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

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

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

Classification of Property
Council owns a number of properties, which 
are maintained primarily to provide housing to 
pensioners.  Receipt of market-based rental from 
these properties is incidental to holding these 
properties.  These properties are held for service 
delivery objectives as part of the Council’s social 
housing policy.  These properties are accounted 
for as property, plant and equipment.

3.26	 Prospective Financial 	
	 Information
The financial information contained within this 
document is prospective financial information in 
terms of accounting standard FRS42. The purpose 
for which it has been prepared is to enable 
ratepayers, residents and any other interested 
parties to obtain information about the expected 
future financial performance, position and 
cashflow of Taupo District Council.

The actual results achieved for any particular 
financial year are also likely to vary from the 
information presented and may vary materially 
depending on the circumstances that arise during 
the period.

Estimates and judgements are continually 
evaluated and are based on historical experience 
and other factors, including expectations of future 
events that are believed to be reasonable under 
the circumstances.

Changes in Accounting 
Policy
Hedge Accounting – Council will no longer apply 

hedge accounting on it derivatives, any gains 
or losses in fair value and those resulting from 
re-measuring are recognised in the Statement of 
Financial Performance. The reason for the change 
is to better enable Council to take advantage 
of economic opportunities that may exist from 
time to time in the marketplace. The effect on 
the financial statements is a reduction in the 
opening balance for revaluation reserves of 
$237,000 and an increase in the opening balance 
for accumulated funds of $237,000. The current 
portion of derivative financial instruments opening 
balance of $131,000 has been combined with 
the current portion of other financial assets, and 
the non-current portion of derivative financial 
instruments opening balance of $222,000 has 
been combined with the non-current portion of 
other financial assets.

Financing costs
Net financing costs comprise interest payable on 
borrowings calculated using the effective interest 
rate method, foreign exchange losses, and losses 
on hedging instruments that are recognised in the 
income statement.

The interest expense component of finance lease 
payments is recognised in the income statement 
using the effective interest rate method.

3.6    Equity

Equity is the community’s interest in the Council 
as measured by the value of total assets less 
total liabilities.  Public Equity is disaggregated 
and classified into a number of reserves to enable 
clearer identification of the specified uses Council 
makes of its accumulated surpluses.  The public 
equity of Council is made up of the following 
components:

Accumulated Funds
Council Created Reserves
Restricted Reserves
Revaluation Reserves

3.7	 Reserves

Reserves are a component of Public Equity and 
represent a particular use to which parts of equity 
have been assigned. Reserves may be legally 
restricted or created by the Council.

Council Created Reserves are reserves established 
by Council decision. The Council may alter them 
without reference to any third party or the Courts. 
Transfers to and from these reserves are at the 
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