Part Three

Financial Information

This section contains information on the following:

Core Business Costs
Funding Impact Statement
Prospective Financial Statements
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Core Business Costs

Introduction

This activity includes the operation of Council’s facilities, executive
services, corporate support services, asset management services,
and other support required to achieve the outcomes agreed by
Council and the community through the LTP. The LGA instructs
Council to:

Ensure prudent stewardship and efficient and effective use
of its resources in the District (Section 14 (1) (g)).

Consider the capacity of the Council to meet statutory
responsibilities now and in future decisions (Section 77 (1)
(b) (iii)), including those around resourcing.

What Council Wants To Achieve

The community wants Council to efficiently and effectively achieve
the range of Community Outcomes outlined in the activities section
of this LTP. The following outlines this strategic goal further:

SG1: To efficiently and effectively resource the achievement of
Council’s Strategic Goals to target Community Outcomes.

Council seeks to resource its activities in a way that is efficient,
which means getting the most value from the least amount of
funding. Council recognises that it has limited resources, and takes
a considerable amount of effort in seeking solutions to minimise the
cost of service delivery.

Council also seeks to resource its activities in an effective way that
will enable the entire organisation to achieve its Strategic Goals.
Decisions on efficiency and effectiveness are taken as part of a
participative process initially involving management and Council
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analysis of cost drivers, and then involving the community through
consultation on the LTP. There are some issues that impact on
resourcing levels that Council has a limited ability to influence.
These include:

Economic: The impact of inflation on costs nationally that
impact on purchasing, including contract prices received for
services such as solid waste and reserves maintenance.

Political: The continued rolling out of the Government’s
legislation programme continues at a rate that stretches the
entire Local Government Sector, forcing compliance costs
and procedures on councils for activities as diverse as dog
control, gambling, land transport, raising more revenue for
depreciation, and resource management planning. Future
legislative cost drivers may include new water quality
standards.

Demographic: The population make-up of this District,
including employment and population growth affects
communities’ ability to fund services.

Community demand: Council responds to levels of service
demand, within available resourcing levels. Over time, levels
of service will trend upward through rising community
expectations. These demands need to be resourced.

Technological: Council is committed to the prudent use of
technology to achieve the efficiencies and effectiveness of
service delivery. This also comes at a cost to retain currency
and to remain a highly efficient customer focussed
organisation.

Market Driven: The employment marketplace affects every
organisation, including Council. Council sets remuneration at
rates that reflect marketplace competitiveness. This is
essential to retain staff, and attract candidates at the
appropriate level of experience sought.
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Support Costs
workers.

Cost of Support Statement refer to phone charges, vehicle costs and vacation

The Cost of Support Statement details the corporate support costs
that are built into each of the 11 significant activities of Council. The
corporate support cost budget (below) does not represent additional
costs to those in previous sections.

Support Services refer to information system maintenance and
licence charges, insurances, advertising, stationary and document
management, postage, and subscriptions.

2005/06 Corporate Support 2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
$000 Activity Budget $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Operating Costs
3,662 Staffing 3,716 3,809 3,902 3,988 4,066 4,140 4,211 4,274 4,329 4,385
105 Recruitment and Training 105 108 111 114 117 119 122 124 126 128
115 Support Cost 131 135 139 143 146 150 153 155 158 161
812 Support Services 788 768 789 822 842 861 879 894 909 923
339 Direct Cost 339 350 360 370 379 387 396 403 410 416
409 Equipment Depreciation 438 777 765 797 784 765 758 738 739 741
130 Interest 175 334 353 334 314 293 274 245 208 173
5,572 Total Operating Costs 5,692 6,281 6,419 6,568 6,648 6,715 6,793 6,833 6,879 6,927
0 Operating revenue 0 0 0 0 0 0 0 0 0 0
(5,572) Internal Recoveries (5,692) (6,281) (6,419) (6,568) (6,648) (6,715) (6,793) (6,833) (6,879) (6,927)
0 Net Cost of Service 0 0 0 0 0 0 0 0 0 0
Other Funding
Requirements:
3,831 Capital Expenditure 3,938 1,343 451 417 284 363 311 303 380 348
1 Loan Repayments 37 150 184 184 184 184 184 184 184 184
3,832 Total Funding Required 3,975 1,493 635 601 468 547 495 487 564 532
Funded By:
3,423 Loans Raised 2,826 854 0 0 0 0 0 0 0 0
409 Depreciation Funds/Other
Transfers 1,149 639 635 601 468 547 495 487 564 532
3,832 Total Funding 3,975 1,493 635 601 468 547 495 487 564 532
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Capital Expenditure Programme
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2005/06 | Corporate Support 2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
$000 Budget $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Capital Expenditure

3,525 Buildings 3,526 854 0 0 0 0 0 0 0 0
113 Computer Software 262 270 224 170 119 124 111 120 120 129
113 Computer Hardware 70 64 142 159 75 148 107 88 164 121
30 Office Equipment 30 103 32 33 34 34 35 36 36 37

50 Vehicles 50 52 53 55 56 57 58 59 60 61
3,831 Total 3,938 1,343 451 417 284 363 311 303 380 348

The main drivers for the year on year increase in corporate support
costs are as follows:

Inflation

Strategic Direction

New Taumarunui administration building
Inflation
As discussed in earlier sections of this LTP, there is a legislative
requirement for Council to include inflation in its forecast budgets.

Council has applied the following inflation factors to the budgets
prepared for the purposes of this LTP.
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Financial Year

Inflation Assumption

Staff Costs Other Costs
2007/08 2.5% 3.1%
2008/09 2.4% 3.0%
2009/10 2.2% 2.6%
2010/11 2.0% 2.5%
2011/12 1.8% 2.3%
2012/13 1.7% 2.1%
2013/14 1.5% 1.8%
2014/15 1.3% 1.7%
2015/16 1.3% 1.6%

Source: Business and Economic Research Limited
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Strategic Direction

This LTP describes Council's response to Community Outcomes
identified during the 2005/06 financial year. In considering the
Community Outcomes, Council has decided to include some
changes to the strategic direction and Levels of Service that it's
activities will provide for the community to comment on as part of
this LTP process. These have implications on both direct costs for
that activity as well as resource costs, which are included as
corporate support costs. The following additional costs have been
included in the corporate support budget:

Cost of having a solid waste enforcement officer to help
deliver on SWaMP 2006-09.

An additional person in the Economic Development Activity
to help deliver on the extended role of the Regional Tourism
Organisation and key outcomes for the Economic
Development function.

Taumarunui Administration Building

Council on 4 November 2005 committed to the redevelopment of
the Huia Street administration building and co-location of the
Council administration centre in Taumarunui following consultation
with the community.

Budget provision for the redevelopment of the Huia Street site was
allowed for in the LTP 2004-14. This provision was based on
preliminary concepts plans developed at that time. Council is in the
process of finalising the detailed project plans. The majority of work
Is expected to be completed in the 2006/07 financial year.
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The majority of the cost of the new building will be funded from
loans with the interest and depreciation costs being allocated to all
activities as part of the corporate support costs.

This LTP also allows for relocation costs in the 2006/07 financial
year of approximately $122,000. These costs relate to the short-
term lease of appropriate office accommodation and the relocation
of corporate equipment such as information technology network and
communications equipment.
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Funding Impact Statement

Introduction

Council is required under Schedule 10(10) of the Local Government
Act 2002 (LGA) to adopt a Funding Impact Statement. The Funding
Impact Statement provides a summary of Council’s funding sources
over the ten year period as well as the detailed rate requirement for
the 2006/07 financial year. The Funding Impact Statement
represents the fiscal outcome from the Revenue and Financing
Policy. The Revenue and Financing Policy is located in Part 4 of this
LTP — Summaries and Policies.

Rates are levied under the Local Government (Rating) Act 2002
(LGRA), on all rateable rating units on the basis of values supplied
by Quotable Value New Zealand Limited. A revaluation was carried
out in September 2005 effective from 1 July 2006. The following
outlines Council's goals in the setting of rates:
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Objectives

Targets and Measures

Provide the income by
rates required to meet
Council's LTP objectives,
after user charges and

other income is first
applied.
Ensure that all

ratepayers pay their fair
share toward the cost of
Council services.

Ensure that the incidence
of rates is spread as
fairly as possible over the
different ratepayer
groups.

Ensure consistency in
the charging of rates.

Rating income is raised, with user
charges, to meet and not exceed
that required by Council's forecast
work programme. Council complies
with the Balanced Budget
requirement of section 100 of the
Local Government Act 2002.

Development of a Revenue and
Financing Policy adopted with
consultation, with each LTP.

Setting of rates is in accordance
with  Council's Revenue and
Financing Policy, and Funding
Impact Statement.

The setting of rates is in accordance
with the provisions of the Local
Government (Rating) Act 2002 and
Local Government Act 2002.

Land Transport Differential

The Revenue and Financing Policy provides for the funding of the
Land Transport Activity by a targeted rate set on capital value.

Council has introduced a differential to this rate following a review of
its overall impact, particularly on Genesis Energy's hydro electricity
generation assets. The differential, applying only to rating units used
for hydroelectric generation with a CV in excess of $50 million, will
decrease the rate in the dollar on these properties by 25%.
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Rates Remissions and Postponements
Remissions

Council has a remissions policy developed under the LGA (section
102 (5)(a)) and LGRA (Section 85). These can be viewed in Part 4
of this LTP including the objectives of the remissions targeting each
of social, cultural, environmental and economic well-beings.
Remissions categories include non-contiguous properties, sport and
community organisations, new subdivisions, Maori land and Council
administration properties. The value of these remissions is as
follows (GST inclusive):

Category of Rate Value of Remission $000
(Incl. GST)
General Rate / UAGC remissions 243
Targeted Rate remissions 146
Service Charge remissions:
Water charges 97
Sewerage charges 43
Solid Waste 83
Total: 612
Postponements

Council do not offer postponements.
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Funding Impact Statement

1.0 Statement of Funding Sources

The table below provides a summary of the funding sources over the 10-year period covered by this LTP. Council's Revenue and
Financing Policy and work programmes form the basis for the funding forecast. The table is produced on a GST exclusive basis.

2005/06 Revenue Mechanism 2006/07 | 2007/08 | 2008/09 | 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 | 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
1,002 | Net General Rate 768 942 977 846 884 894 874 924 900 952
2,192 | Net UAGC 2,376 2,614 2,741 2,607 2,674 2,730 2,709 2,786 2,788 2,849
200 | Rate Penalties 200 180 150 150 150 150 150 150 150 150
894 | Ward Rates 1,000 1,122 1,171 1,245 1,316 1,350 1,383 1,422 1,427 1,429
3,605 | District Rates 3,992 4,520 4,932 5,213 5,689 5,676 5,598 5,701 5,758 5,464
1,976 | Water Supply 2,147 2,396 2,353 2,426 2,474 2,554 2,557 2,596 2,587 2,558
931 | Solid Waste Management 991 1,020 1,033 1,062 1,070 1,119 1,131 1,143 1,156 1,160
1,451 | Sewerage 1,544 1,816 1,798 1,816 1,873 1,877 1,811 1,815 1,877 1,828
754 | Other Targeted Rates 1,113 1,249 1,338 1,305 1,292 1,291 1,257 1,242 1,237 1,213
13,005 | Total Rates Revenue 14,131 | 15,859 | 16,493 | 16,670 | 17,422 | 17,641 | 17,470 | 17,779 | 17,880 | 17,603
6,110 | Subsidies 6,423 8,566 8,478 8,787 9,746 9,685 9,539 9,721 9,824 9,217
3,147 | Fees and Charges 2,214 2,656 2,723 2,783 2,827 3,458 2,916 2,945 2,965 2,966
0 | Development Contributions 188 200 211 223 236 249 261 273 285 299
10 | Dividends 10 10 10 10 10 10 10 10 10 10
150 | Petrol Tax 173 173 173 173 173 173 173 173 173 173
36 | Treasury 39 7 12 7 14 15 16 19 21 11
150 | Interest 150 150 150 150 150 150 150 150 150 150
22,608 | Total Operating Revenue 23,328 | 27,621 | 28,250 | 28,803 | 30,578 | 31,381 | 30,535| 31,070 | 31,308 | 30,429
4,419 | Loans 6,163 1,873 795 277 298 (248) (762) (464) (289) (259)
Total Other Funding 4,752 4,873 4,575 4,638 4,795 4,974 5,046 5,336 5,361 5,602
27,027 | Total Funding 34,243 | 34,367 | 33,620 | 33,718 | 35,671 | 36,107 | 34,819 | 35942 | 36,380 | 35,772
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2.0

2.1

3.0

General Rate

General Rate District (LV)

Description and Use

The General Rate District Land Value (LV) is assessed as a
rate in the dollar based on land values across the District, as
outlined in the Statement of Estimated Revenue (Section
1.0). The General Rate is not set differentially. The rationale
for use of the General Rate Land Value is contained in the
Revenue and Financing Policy (Part 4).

Requirement in 2006/07 (incl. GST)

Rate in Total Revenue
Dollar | Requirement ($000)
General Rate
District (LV) 0.0446¢ 855

Uniform Annual General Charge

Description and Use

Council sets a Uniform Annual General Charge (UAGC) on
all separately used or inhabited portions of rating units under
section 15(1)(b) of the LGRA, across the District, as outlined
in the Statement of Estimated Revenue (Section 2.0). The
rationale for use of the UAGC is contained in the Revenue
and Financing Policy (Part 4).
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Basis of UAGC Set

Liability for the UAGC is attracted to each separately used or
inhabited portion of a rating unit. Uniform charges will be
applied according to the following principles:

(a) Where a rating unit contains both a commercial
operation and residential accommodation, two
separately used parts of a rating unit are identified
and will attract two sets of uniform charges.

(b) A farming unit with one dwelling will be treated as
one rating unit, with each additional dwelling counting
as an additional used part of the rating unit. Each
additional dwelling will attract uniform charges.

(c) Where a single rating unit contains a number of
shops or offices, each separately used or inhabited
office or shop will be counted as one unit. Each office
or shop will attract uniform charges.

(d) Where a single rating unit contains a number of
separately used or inhabited residential parts (block
of flats), each separate unit will be counted as one
rating unit. Each unit or flat will attract uniform
charges.

(e) A motel/hotel complex will not be treated on the basis
of the number of rooms, but on the basis of a
motel/hotel being a commercial operation. The
motel/hotel complex will attract one set of uniform
charges. However should a residential occupancy be
contained within the complex that would constitute an
additional use. Each residential occupancy in the
motel/hotel complex will attract uniform charges.
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4.0

) Dwellings that are not fully self-contained will not
attract uniform charges. For a dwelling to be self
contained it must be connected to water and
sewerage services, have a means of cooking and
have sleeping arrangements.

(9) Uninhabitable dwellings will not attract uniform
charges. For a dwelling to be uninhabitable it must
have deteriorated to a condition not habitable by
people and consume no water, power, sewerage,
refuse collection.

Requirement in 2006/07 (incl. GST)

Uniform Annual Charge Total Revenue
General Charge 9 Requirement ($000)
UAGC 338 2,673

Targeted Rates

Description and Use

The Targeted Rate is a rate set on rateable assessments
differentiated by some factor, such as geographic location,
as outlined in the Statement of Estimated Revenue (Section
2.0). The titles of ‘Targeted Rate’ and ‘TUAC’ (Targeted
Uniform Annual Charge) are used by this Council, where
TUAC is a targeted Rated based strictly on a uniform
amount set per separately used or inhabited portions of a
rating unit.
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Differentiations Used (Schedule 2;: LGRA)

The following outline methods of differentiating targeted
rates based on categories of land as outlined in Schedule 2
(LGRA). These represent the matters used to define
categories of rateable land that the targeted rates set in 4.2
of this section apply to.

(a) Targeted Rate Differentiated on Land Use and
Area

Council proposes to use land use (Schedule 2(1);
LGRA) and land area (Schedule 2(4); LGRA) to
differentiate in the following ways:

Land Use & Area: Owhango Water Supply:

Owhango Farms located within Owhango and
Dry Stock with no dairy facilities.

Owhango Farms located in Owhango with
Dairy Farms | milking facilities:

Large Large: Over 85ha.

Small Small: Under 85ha.
Qwhango Farm units (not Dairy) less than
Lifestyle

25ha.
Blocks
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Land Use & Area:

Mainstreet Targeted Rate Cateqories:

Northern
Mainstreet

All Commercial or Industrially zoned
or used rating units (according to
Council's Rating Information
Database) situated within  the
Taumarunui (including Manunui) and
National Park Townships.

Southern
Mainstreet

All Commercial or industrially zoned
or used rating units (according to
Council's Rating Information
Database) situated within  the
Ohakune and Raetihi Townships.

Land Use: Sanitary Services Rate Categories:

Sanitary
Services

Ruapehu District Council water
supplies, sewerage schemes and
stormwater systems provided for the
purposes of community health and
sustainability.

Land Use: Land Transport Rate Categories:

Hydroelectric
properties

All rating units used in relation to
hydroelectric power generation with a
CV in excess of $50 million.

Other

All other rating units in the Ruapehu
District.

(b)
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Land Use: Economic Development Commercial Rate
Categories:

Commercial All rating units with QV property
Industrial and | use codes C commercial |
Forestry industrial and FE forestry exotic
Properties

All other rating units in the
Other Ruapehu District.

Targeted Rates Differentiated on Location

Council proposes to use location (Schedule 2(6);
LGRA) to assess every rating unit for the Rating Area
Services rate, Combined Rating Areas Services rate,
Rating Area Services Rate (CV) Mainstreet Rate,
National Park Community Board Rate Economic
Development, RTO Communities Rate, and part
Solid Waste Rate.
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The following categories will apply:

® Rating Areas: Areas based on pre-October 2004
Electoral areas.

All rating units situated within the pre-
Ohura October 2004 Ohura Ward representation
Rating Area | boundary, as indicated on RDC Plan
040504.
Taumarunui All rating units situated'within the pre-
Rating Area Oc@ob_er 2004 Taumarunui Ward boundary,
as indicated on RDC Plan 040504.
. All rating units situated within the pre-
National .
. October 2004 National Park Ward
Park Rating ; L
Area representation boundary, as indicated on
RDC Plan 040504.
Waimarino All rating units _situa_ted within the pre-
Rating Area Oc@ob'er 2004 Waimarino Ward boundaries
as indicated on RDC Plan 040504.
Waiouru All rating units _situated within the_ pre-
Rating Area _Oc;ober 2004 Waiouru Ward boundaries as
indicated on RDC Plan 040504.
(ii) Wards: Areas based on October 2004 Electoral
areas.
All rating units situated within the post-
National Park | October 2004 National Park Ward
Ward Area representation boundary, as indicated on
S.0. Plan 335332.
Waimarino/ All rating units situated within the post-
Waiouru Ward | October 2004 Waimarino/Waiouru Ward
& ‘Southern | boundaries representation boundary, as
Services Area’ | indicated on S.O. Plan 335333.
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Northern
Services Area

All rating units situated within the post-
October 2004 Ohura, Taumarunui, and
National Park Wards, and indicated on

S.0. Plans 36055, 36056, 335332.

(i) Communities Deemed to Benefit from Economic

Development Function: The Economic Development

Function is described in Part Two of this Document.

Taumarunui

Ohakune

Raetihi Any property within these Communities
Owhango that can be connected to a water supply
National (including those on water by meter) or
Park sewerage network, excluding
Whakapapa/ | extraordinary users that are not connected
Iwikau to a sewer network and all rateable
Rangataua properties inside the Tongariro National
Waiouru Park.

Ohura

Pipiriki

(iv) Communities Deemed to Benefit from RTO Function.

The RTO Function: Is described in Part Two of this

Document.
gii?f;gnu' Any property within these Communities
Raetihi that can be connected to a water supply
Owhanao (including those on water by meter) or
Nationaﬂ Park | SEWerage network, excluding
Whakapnapa/ extraordinary users that are not connected
Iwikaup P to a sewer network and all rateable
Waiouru properties inside the Tongariro National
Park.
Rangataua
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(©)

4.2

(@)

Targeted Rates Differentiated on Service Provis  ion

Council proposes to use provision or availability to the land
of a service (Schedule 2(5); LGRA) to assess service
charges for Water Supply, Sewerage, and Solid Waste:

Capable of connection: The rating unit is
within 100m of water main and practicably
serviceable in the opinion of Council.

Water

Capable of connection: The rating unit
is within 30m of sewer reticulation and
practicably serviceable in the opinion of
Council.

Sewerage

Capable of Collection: The rating unit is in
townships, from which Council is prepared to
collect as identified in the Solid Waste
Management Plan, and is one that Council is
able and prepared to collect from.

Solid
Waste
Collection

Targeted Rate Values

District Rate (CV)

Description and Use

The District Rate Capital Value (CV) is assessed as a rate in
the dollar based in capital values across the District, as
outlined in the Statement of Estimated Revenue (Section
1.0) for Emergency Management and Economic
Development. The rate is not set differentially. Rationale for
use of the rate is contained in the Revenue and Financing
Policy (Part 4).
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Requirement in 2006/07 (incl. GST)

o Rate in Total Revenue
DIEiEs OV Dollar | Requirement ($000)
District Rate (CV) 0.0125¢ 390

District Land Transport Rate (CV)

Description and Use

The District Land Transport Rate Capital Value (CV) is
assessed as a rate in the dollar based on capital value
across the District, as outlined in the Statement of Estimated
Revenue (Section 1.0). With the exception of the
hydroelectric properties worth in excess of $50 million the
District land Transport rate is set differentially. The rationale
for use of the rate is contained in the Revenue and
Financing Policy (Part 4).

Requirement in 2006/07 (incl. GST)

DISUIEE LETE Differential RELE T Tlgcta%luFieri\r/r?grlljte
Transport CV Dollar ($000)
Other Base rate 0.1316¢ 3,847

I 0
Hydro _electrlc 75% of base 0.0987¢ 192
properties rate

Area Services (TUAC)

Description and Use

Council proposes to set targeted uniform rates (TUAC) for
each Rating Area based on an annual charge per separately
used or inhabited portion of a rating unit (Schedule 3(7);
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(d)

LGRA). This charge part-funds Council swimming pools,
stormwater, Taumarunui Ward Committee and Agency
Services, according to the Revenue and Financing Policy
(Part 4).

Requirement in 2006-2007 (incl. GST)

Total Revenue
Area Services (TUAC) Charge Requirement
($000)
Ohura Rating Area 9 8
Taumarunui Rating Area 90 288
National Park Rating Area 46 42
Waimarino Rating Area 138 383
Waiouru Rating Area 24 3

Community Board (TUAC)

Description and Use

Council proposes to set targeted uniform rates (TUAC) for
each Ward Area based on an annual charge per separately
used or inhabited portion of a rating unit (Schedule 3(7);
LGRA). This charge is set for Community Boards (C.B.),
according to the Revenue and Financing Policy (Part 4).

Requirement in 2006/07 (incl. GST)

Total Revenue
Requirement
($000)

Community Board TUAC Charge

Taumarunui Funded under TMN Area
Services (TUAC)

National Park Ward 58 59

Waimarino/Waiouru Ward 23 67

(e)

(f)

Funding Impact Statement

Northern/Southern Area Services (TUAC)

Description and Use

Council proposes to set a targeted uniform rate (TUAC) to
part-fund the activities of Mainstreet, Parks and Reserves,
and Halls based on an annual charge per separately used or
inhabited portion of a rating unit (Schedule 3(7); LGRA).
Categories are based on location and the availability of
Council services.

Requirement in 2006/07 (incl. GST)

Northern/Southern Area Charge Ts(taalulri\:i\r/ﬁg:te
Services (TUAC) 9 q($000)
Northern Area Services 74 367
Southern Area Services 134 391

Area Services (CV)

Description and Use

Council proposes to set targeted rates on every rating unit,
by Rating Area, to fund the activity of Accelerated and
Enhanced Development and Part fund the Stormwater
Activity. The rate will be set based on capital value
(Schedule 3(2); LGRA).
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Requirement in 2006/07 (incl. GST)

. Rate in Total Revenue
Area Services (CV) Dollar Requirement
($000)
Ohura Rating Area 0.0010c 8
Taumarunui Rating Area 0.0177c 119
National Park Rating Area | 0.0098c 43
Waimarino Rating Area 0.0114c 121
Waiouru Rating Area 0.0017c 3

Mainstreet Northern/Southern (LV)

Description and Use

Council proposes to set a targeted rate on all commercial or
industrial zoned or used rating units (according to Council's
Rating Information Database) to part-fund urban upgrades in
the District's centres. The rate will be set on land value
(Schedule 3(3); LGRA).

Requirement in 2006/07 (incl. GST)

Mainstreet Rate in Tlgguﬁi\r/ﬁgﬁte
Northern/Southern LV Dollar ($000)
Northern Mainstreet 0.3033c 38
Southern Mainstreet 0.4284c 72

Note: Mainstreet is a 'grand parented' funding mechanism.
Council resolved that Mainstreet type projects in future were
better funded by the Ward Services Capital Value method
that attributes costs to specific Wards that derive the
majority of benefit. However, Council retains the Mainstreet
funding method to continue funding of existing projects only.
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Solid Waste Disposal (UAC)

Description and Use

Council proposes to set a targeted uniform rate (UAC) on
every separately used or inhabited portion of a rating unit, by
Ward (Schedule 3(7); LGRA), to fund solid waste
management, excluding kerbside refuse collection (refer to
4.3(b)). Solid waste management therefore contributes to
activities including recycling and transfer stations, the District
Landfill, and education initiatives.

Requirement in 2006/07 (incl. GST)

Solid Waste Disposal ch et MU
(UAC) arge Requirement
($000)
Ohura Rating Area 154 136
Taumarunui Rating Area 39 126
National Park Rating Area 181 163
Waimarino Rating Area 127 350
Waiouru Rating Area 43 7

Sanitary Services (UAC)

Description and Use

Council proposes to set a uniform annual charge equivalent
to a UAGC on every Council community water, sewerage
scheme and stormwater system, (Schedule 3(7); LGRA).
Council has taken this approach because:
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(a) Council in the past raised rate funding from
ratepayers to pay rates to itself under the Revenue &
Financing Policy method, and;

(b) The rates on Council sanitary services fund functions
such as roading and economic development (under
Council's Revenue & Financing Policy), meaning that
Council rates its own water supplies and uses the (K)
money to fund other Council services.

(c) Continuing to pay a UAGC charge equivalent
targeted rate is in recognition of administrative costs
attracted to the management of these activities.

Requirement in 2006/07 (incl. GST)

Total Revenue

Sanitary Services (UAC) Charge Requirement
($000)
Sanitary Services
- Council Water 338 3 ()
Supplies
Council  Sewerage 338 3
Schemes
Council  Stormwater 338 3
Networks

Economic Development Community Targeted Rate
Council proposes to use a Targeted Rate in the dollar based

on properties capital value to part fund the Economic
Development Function. (Schedule 3(2); LGRA).
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Requirement in 2006/07 (incl. GST)

Economic Development Total Revenue
Community Charge Requirement
($000)
ED Community Rate 0.0070c 54

RTO Community Targeted Rate

Council proposes to use a Targeted Rate in the dollar based
on properties capital value to part fund the RTO Function.
(Schedule 3(2); LGRA).

Requirement in 2006/07 (incl. GST)

Economic Development Total Revenue
Community Charge Requirement
($000)
RTO Community Rate 0.0133c 101

Commercial Targeted Rate for Economic Developme nt
Function

Council proposes to use a targeted rate differentiated by
property use codes C, | and FE to part fund the Economic
Development Function.

Requirement in 2006/07 (incl. GST)

Economic Development Total Revenue
Commercial Targeted Charge Requirement
Rate ($000)
QV Property Use Codes | 0.0088 27
C, |, FE
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Commercial Targeted Rate for RTO Function

Council proposes to use a targeted rate differentiated by
property use codes C and I to part fund the RTO Function.

Requirement in 2006/07 (incl. GST)

RTO Commercial Total Revenue

Charge Requirement
Targeted Rate ($000)
QV Property Use Codes C | 0.1092 202

and |

Service Charges

Council charges targeted uniform charges (UAC) that apply
to Water Supply, Sewerage, and Solid Waste Collection.
Council also describes the funding of these services as
being ‘service charges’ as they have a more direct link
between usage and availability of the service, and charging,
compared to all other types of rate.

Water Supply (UAC)

Description and Use

Council proposes to set targeted rates for water supply
according to the differential factors outlined in 4.1, and on
the basis of the following limits and conditions around the
supply of water (Schedule 3(8)):

The annual charge is levied on every separately used or
inhabited portion of a rating unit that is connected or capable
of being connected to a Council water supply network.
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User Categories:

Ordinary:

Ordinary users connected or able to be
connected to the relevant water reticulation
scheme.

Extra-
Ordinary:

Extraordinary users who are connected or able
to be connected to the relevant water
reticulation scheme and are not metered. Users
are deemed extraordinary by land use, by
Council's Water Bylaw or by agreement with
Council and charged accordingly.

Metered:

Sub-set of extraordinary users. Extraordinary
users who are metered will be charged the
relevant minimum annual charge in conjunction
with their usage charges for water consumed.
Only one minimum charge will be applied per
rateable unit.

Requirement in 2006/07 (incl. GST)

Total
Revenue
Water Supply (UAC) Charge Requirement
($000)
Ordinary Users:

Ohura supply 604 110
Taumarunui supply 515 1,245
Piriaka supply 315 16
Owhango Town supply 399 52
National Park supply 529 140
Raetihi supply 441 257
Ohakune supply 428 544
Waiouru supply 198 14
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Total
Revenue
Water Supply (UAC) Charge Requirement
($000)
Extraordinary Users:
Owhango supply:
Lifestyle blocks <25ha 502 18
National Park supply 901 16
Raetihi supply 490 3
Total
Revenue
Water Supply Charge Requirement
($000)
Metered Users:
Ohura supply: $ 1.81 per m®
(Min charge $151.00 17
per quarter)
Taumarunui $1:38 per m”
supply: (Min charge $128.75 163
) per quarter)
Owhango supply:
0-832m° $0.48 per m®
(Min  charge of 38
$99.75 per quarter)
> 832 m® $0.24 per m®
Ohakune supply:
0-500m?- $1.56 per m3
(Min charge $107.00
per quarter) 93
500-1500m?® $1.17 per m®
(Min charge $107.00
per quarter)
>1500m® $0.81 per m®
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Total
Revenue
Water Supply Charge Requirement
($000)
(Min charge $107.00
per quarter)
Carrot Washers $0.45 per m®
(Min charge $107.00
per quarter)
Waiouru supply $1.29 per m®
(Min charge $49.50 22

per quarter)

Metered Water Payment Arrangements

(a) Discount for Prompt Payment

A discount of 10% shall be allowed for water
charges paid by the discount date as stated
on the water by meter account (under section
55; LGRA).

(b) Water Billing Cycle

The charge made for water supplied by way
of meter shall be levied separately, from the
other rates and charges made by Council.

The due date for the charges shall be the last
payment date printed on the account for
water supplied.

This account will be forwarded no later than
the second week at the end of each quarter.
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Solid Waste Collection (UAC)

Description and Use

The Solid Waste Collection Rate is levied on every
separately used or inhabited portion of a rating unit to which
Council provides the service, to fund the cost of kerbside
collection services. Council operates kerbside collection in
Taumarunui (extending to Piriaka), Ohakune, and Raetihi
and Rangataua townships.

Requirement in 2006/07 (incl. GST)

Solid Waste Charge Ts(taalulii\r/ﬁg:te
Collection (UAC) J q($ooo)
Taumarunui 40 102
Waimarino 64 113

Solid Waste Kerbside Recycling Collection (TUAC )

Council proposes to set a Targeted Uniform Annual Charge
(TUAC) targeted on the same basis as the solid waste
collection rate to fund Solid Waste Kerbside Recycling
Collection; this charge is only levied on the wards that
receive Kerbside Recycling Collection.

Requirement in 2006/07 (incl. GST)

. . Total Revenue
Sl Wa(tatigsposal Charge Requirement
($000)
Taumarunui 26 65
Waimarino 30 52
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Sewerage (UAC)

Description and Use

Council proposes to set targeted rates to provide for the
collection and disposal of sewage, in the form of annual
charges based on location and number of pans. The annual
charge is levied on every separately used or inhabited
portion of a rating unit that is connected or capable of being
connected to a Council sewerage reticulation network.

User Cateqgories:

Category 1 - 1-2 pans (water closets or urinals)

- Each separately rateable property used
exclusively or principally as the residence
of not more than one household (defined
in terms of their residential valuation land
use code), is deemed to have not more

than one pan for charging purposes.

Category 2 - 3+ pans (water closets or urinals)
- Commercial land uses (as defined by land

use category) with more than one pan

Category 3 Primary and Secondary Schools

Rangataua Scheme: Council proposes to set an annual
charge per separately used or inhabited portion of a rating
unit, based on the above categories, to fund a loan raised to
fund capital costs of the Rangataua scheme. This charge will
be levied on every rating unit in Rangataua that has not
made a lump sum contribution to the scheme.

National Park Scheme: National Park Village is rated as a
rate per $ of land value for Category 1.
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Requirement in 2006-2007 (incl. GST)

Total
Sewerage (UAC) Charge Requirement
($000)
Category 1
Taumarunui 321 669
National Park 0.6650c 152
Ohakune 277 314
Raetihi 362 188
Pipiriki 616 14
Rangataua 392 58
Rangataua (debt) 210 12
Waiouru 339 26
Category 2
Taumarunui 193 135
National Park 164 27
Ohakune 166 80
Raetihi 217 19
Pipiriki 370 2
Rangataua 235 2
Rangataua (debt) 126 0.4
Waiouru 203 15
Category 3
Taumarunui 95 16
National Park 81 0.5
Ohakune 82 4
Raetihi 107 4
Pipiriki 182 0.9
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Due Date
1st Instalment 20 September 2006
2nd Instalment 22 January 2007
3rd Instalment 22 May 2007

Water supply metered charges are subject to a separate
payment and discount regime. The discounts outlined below
do not apply to water supply metered charges.

Discounts for Payment in Full

A discount of 3% on all current year’s rates will be
granted for prompt payment if the rates are paid in
full by 11 September 2006 for the year ending 30
June 2007, on condition that no rates remain unpaid
from previous years.
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5.2

Penalties

An additional charge of 10% will be added to rates
levied in the 2006/07 financial year and which
remain unpaid after the above due dates.

A further additional charge of 10% will be added to
all rates and penalties charged in previous years and
still outstanding after 10 July 2006 and 10 January
2007.

Council delegates authority to the Team Leader
Treasury Services to apply penalties on unpaid
rates. Consideration for remission of penalties will be
considered according to Council's “Remission of
Penalties” Policy contained in Section 4 of this LTP.
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Prospective Financial Statements

Prospectus Information

To assist in the understanding of the prospective financial
statements, this first part of this section explains the caveats related
to these prospective statements. This is followed by an explanation
of the key planning assumptions that have been used to develop
this LTP, the accounting policies and finally the prospective financial
statements.

The following information in accordance to the
provisions of FRS42.

is prepared

The approach: taken to budget development has been that of
preparing ‘forecasts’ on a best estimate basis. In this case, a
forecast refers to financial information based on assumptions as to
future events Council expects to occur and on the basis of Council’s
expected response to these events. Council has not taken an
approach where hypothetical (“what-if") projections are used.

The amounts presented are budgeted. However the opening
balance of the 2006/07 year is based on the estimated actual result,
with this estimation having been made in February 2006.

The major limitation: of the forecasting approach, as with any
approach, is that events may change over time and undermine the
accuracy of assumptions made. The actual financial results
achieved for the period are likely to vary from the information
presented and the variations may be material.

Basis of assumptions, risks and uncertainties:
A number of planning assumptions have been made in the
development of this LTP. These assumptions along with risks and
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the uncertainties that surround these assumptions are discussed in
the Planning Assumptions section below.

The review of assumptions: underlying the financial information
was undertaken in preparation of the LTP, between September
2005 and March 2006. However, the assumptions themselves will
be adopted by Council resolution. Copies of Council’'s adopted LTP
may be requested free of charge from any Ruapehu District Council
Office from early July 2006, or viewed on Council's website;
www.ruapehudc.govt.nz.

The Council is required, under the LGA, to issue an updated LTP
every 3 years. The next update is planned for June 2009.

Prior Published Prospective Financial Statements

This LTP, adopted on 30 June 2006 supersedes all previously
published prospective financial statements.

Material differences from prior prospective financial statements are
as follows:

Inclusion of inflation adjustment from 2007/08 year onwards.
Implementation of the Solid Waste Management Plan 2006-
09 (SWaMP), that describes how Council will provide the
community with long-term solutions to its solid waste issues.

Increased investment in the District’s land transport network.

Direct investment in creating tools to attract, retain and grow
new and existing businesses in the District.
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Review of the District Plan to ensure that growth in the
District is balanced with the environmental sustainability of
the District.

Investment in the future sustainability and effectiveness of
the District's infrastructure by implementing the Asset
Management Plan Improvement Programme. This includes
the development of asset information for the District’'s water
supply and sewerage network and improvement of
information on all of Council’s assets.

Sale of surplus properties and subsequent reduction in the
operating cost in the Community Property activity.

Inflation

This is the first LTP where Council has incorporated the effects of
inflation into its financial forecasts. The following inflation factors
have been applied to operating, capital expenditure and revenue
forecasts from the 2007/08 year onwards. This assumes that the
forecasts have been prepared in terms of 2006/07 dollars.

Financial Inflation Assumption
-~ Water Roading Property Staff Other
Services Services Costs Costs Costs
2007/08 4.2% 2.6% 2.9% 2.5% 3.1%
2008/09 4.0% 2.3% 2.7% 2.4% 3.0%
2009/10 3.7% 2.3% 2.6% 2.2% 2.6%
2010/11 3.4% 2.0% 2.3% 2.0% 2.5%
2011/12 3.1% 1.9% 2.1% 1.8% 2.3%
2012/13 2.8% 1.6% 1.9% 1.7% 2.1%
2013/14 2.6% 1.5% 1.7% 1.5% 1.8%
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Financial Inflation Assumption
Water Roading Property Staff Other
Services Services Costs Costs Costs
2014/15 2.3% 1.3% 1.4% 1.3% 1.7%
2015/16 2.2% 1.4% 1.5% 1.3% 1.6%

Source: Business and Economic Research Limited

The following graph shows Council's projected total funding
requirement over the next 10-year period, with and without the
effects of inflation being taken into account.

$ million
-
(6)]

Total Operating and Capital Expenditure

L » Y I W
& & N S N N N
DS DS DS DS DY DY Y
Year

== No Inflation —8— Includes Inflation

The impact on projected rates will mirror the funding requirement. If
the level of inflation experienced is higher or lower than projected,
adjustments will be made in future plans.
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Planning Assumptions

(For the Development of the Future Ruapehu
Long Term Plan 2006-16)

This section explains the significant planning assumptions that have
been used in the preparation of this LTP.

Assumptions and Risk Assessments

Schedule 10 (Section 11) of the Local Government Act 2002
contains  provisions relating to ‘Significant  Forecasting
Assumptions’. The Act requires that Council identify the significant
forecasting and risks underlying the financial estimates. Where
there is a high level of uncertainty Council is required to state the
reason for the level of uncertainty and provide an estimate of the
potential effects on the financial assumptions.

A number of assumptions have been made in preparing the Future
Ruapehu Long Term Plan 2006-16 (LTP). These assumptions are
necessary as the planning term is for 10 years and the
assumptions ensure that all estimates and forecasts are made on
the same basis.

Council has grouped its assumptions into the following categories:

1 Demand Assumption

Usual Resident Population
District Growth
Visitor Industry Growth
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2 Political Environment

Policies
Governance

3 Operating Environment

Resource Consents
Natural Disasters
External Factors
Human Resources

4  Financial Assumptions

Useful Lives of Significant Assets

Sources of Funds for Future Replacement of Significant
Assets

Land Transport Subsidy Rates

Inflation

Interest

Other general financial assumptions

Demand Assumption

The demand set of assumptions relates to key indicators or drivers
that show the level of growth or requirement for Council services in
future years. Four factors have been used to define this assumption
because of the mix of holiday homes and normally resident
properties and significance of the visitor industry to the District. No
single demand assumption was considered to be appropriate for all
activities.

Future Ruapehu Long Term Plan 2006-16



The following demand assumptions have been utilised in the
development of this LTP.

Demand Indicator Assumption
Usual Resident Population (URP) 0%
District Growth 0.6%
Visitor Growth
(Nights) 2%
(Day) 1.2%

The basis for these assumptions is discussed in the following
paragraphs.

Method:

Careful analysis of key datasets shows that the seasonal influx of
visitors and non-resident homeowners increases in rateable units,
building consents and other data shows growth over the past five
years, resulting in the need for an assumption for future planning
purposes.

The following datasets are analysed:

Rateable Units (source Quotable Value).

The number of building consents issued for residential
premises per year (June 1995 to June 2005; Source
Statistics New Zealand Quarterly Review).

The number of nights that guests stay in accommodation
and the occupancy rate thereof (June 1996 to September
2005).

(Source Statistics New Zealand Quarterly Review).
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Council Resource Management Data set.
NZ Regional Tourism Forecast 2004.

Usual Resident Population (URP)

Statistics New Zealand has predicted that the URP of Ruapehu
District will continue to decline. The prediction is based on
comparing trends from the 1996 census with data from the 2001
Census, which took place in March of that year.

The last official count of URP in Ruapehu was undertaken in March
2001 as part of the 2001 Census. Based on information from the
census, Statistics New Zealand has developed high, medium and
low URP forecasts for Ruapehu over the next twenty years. The
graph below plots the three forecasts. Based on an extrapolation of
historic data, all three scenarios show decline. The method used by
Statistics NZ does not necessarily reflect future trends, particularly
since the last real data point is five years old. The low, medium and
high scenarios from Statistics NZ equate to 0.35% (50 persons),
1.4% (208 persons) and 2.2% (319 persons) reduction in the URP
per year respectively on a District wide basis.

Despite the predicted decline in the URP by Statistics NZ, it is
difficult for Council to use this forecast as its stands, because there
have been a number of events that have occurred that are unlikely
to be repeated going forward, and there is contrary information that
supports growth in certain parts of the District. Council is unable to
justify decline in the URP, but it also does not have a reliable
method of estimating future URP. As a result a conservative
assumption of zero growth has been assumed for the URP.
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Population estimate
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District Growth

Rateable Units

The number of Rateable Units in the District is an important
indicator for future planning purposes. This is particularly so for the
Ruapehu District because there is a large proportion of holiday
homes in the District. A key characteristic of holiday homes is that
they are used at certain times of the year and often have large
numbers of occupiers at those times. This means that at certain
times of the year there is more strain on Council’'s services. As a
result rateable units represent another indicator for demand in this
District.
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The number of rateable units has been rising steadily since 2000.
The change in the number of units between 2000 and 2005 was an
increase of 669 rating units, a rise of 4.6% over this period, which
averages out to 0.9% per year.

Ratable units

8800
8600
8400
8200
8000
7800
7600

Number

2000 2001 2002 2003 2004 2005

Year

‘— Ratable units ‘

Source: Quotable Value

Building Consents for New Residential Premises

The number of new dwellings translates directly into an increase in
rateable units and is therefore a good proxy for growth in rateable
units. Over the last period of 10 years (1995-2005) there have been
335 new dwellings, a growth rate of 0.6% per year.

Together, the increase in Rating Units and, the continued increase
in the number of building consents for a new dwelling allows Council
to make an assumption that there is growth in the District. The
growth rate that will be assumed over the next ten-year period will
be 0.6% per year.
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This assumes that there will be highs and lows in the forecast
period and that there will be no new significant events that will
impact on demand for new dwellings.

Building Consents For New Residential Premises
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Number of lots due to subdivision per area per year
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Source: Council Resource Management Data Compilation.

The growth demonstrated by the number of new dwellings is not
uniform across the District. The table above shows the areas of
growth using new subdivisions throughout the District as a proxy.

It is clear that there are three main areas of growth, being Ohakune,
Rangataua and Taumarunui. The tourism market, where there is a
need for more accommaodation, both commercial and private, largely
drives growth in Ohakune and Rangataua.
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As Taumarunui is the main service town in the District, the growth in

Taumarunui is a reflection of the growth in the District overall.

Reasons and

Risk Url;fgr?jai?]fty Financial El_‘fect Source
of Uncertainty
Higher District Low District  growth | Statistics New
growth will trends do not | Zealand
put pressure seem to change | Quarterly
on quickly. Report, RDC
infrastructure Resource
Data,
Quotable
Value.
Dependent on Low Non- Accommodatio
the ski demographical n survey,
industry — has factors can | Statistics New
associated change e.g.; a| Zealand
risks volcanic eruption | Quarterly
will affect the | Report.
population
numbers.
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Visitor Industry Growth
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The Tourism industry is a significant contributor to the economic
well-being of the community. Ruapehu District has become an
attractive holiday destination to both local and international visitors.
This has a corresponding impact on Council services. Given the
significance of this sector, it is important that an assumption is made
regarding visitor numbers.

Information on the number of visitors shows that the population
swells during the ski season, with a high in September. The number
of visitors each year has also significantly increased during the
September high (by 67%) over the past five years. Overall the
period 1996-7 to 2005 average growth rate has been 24.5% per
year, however this growth is mainly in the September Quarter.
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For the year ended December 2003, Ruapehu attracted 321,000
overnight and 246,000-day visitors, and 933,000 visitor nights
(Visitor nights are calculated by multiplying overnight visitors by the
length of stay) and received $141m in tourism expenditure.

The current forecast growth, from the 2004 New Zealand Regional
Tourism Forecast, in visitor nights to 2010, indicates a growth rate
of 2% per year, and day visitors to increases by 1.2% per year. This
does not take into account recent tourism developments such as the
Major Regional Initiative (MRI).

Political Environment

Council Policies

There are no significant changes to Council policies agreed to in the
LTP.

Reasons and

Risk LU .Of Financial Effect of Source
Uncertainty )
Uncertainty
New Medium Some changes to
legislation policies may be
from central required, as a result
government of new legislation by
central government.
New Council Medium Significant changes

to policy would be
assessed in terms of
impact on Council's
financial position.
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Governance

That the structure of elected representation of Council will not
change for the October 2007 elections.

. Level of . Rea_sons and
Risk . Financial Effect of Source
Uncertainty .
Uncertainty
Council will | Medium Council resolved to | Local
receive have a | Governance
applications Representation Statement.
for a Review before the
representation October 2007
review election. This may
result in some
changes to the
Governance
structure.

Operating Environment

Resource Consents

Conditions of Council held resource consents would become
incrementally more stringent.

. Level of Reaspns and
Risk : Financial Effect Source
Uncertainty .
of Uncertainty
Conditions of | Low — | Community
resource Council expectations
consents will | aware of this | regarding Council
change  without | happening performance
significant change.
warning
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Natural Disasters

Small natural disaster can be funded out of budgetary provisions.

Council will require financial and other assistance from Central
Government for Large Scale events/disasters.

. Level of REER0S and
Risk Uncertainty Financial Effect Source
of Uncertainty

There will be a | Low — | The potential | Southern and
natural Medium effect of a natural | Northern
disaster disaster on | Ruapehu
requiring Council's Emergency
emergency financial position | Management
work that is dependent | Plan. Ruapehu
cannot be upon the scale, | Lahar
funded out of duration and | Emergency
normal budget location of the | Management
provisions event. Plan.
Human Resources

Council is fully resourced for developing and delivering on work

programmes.
Risk Level _of Reasons and Fina_ncial Source
Uncertainty Effect of Uncertainty

That Council | High As unemployment
will not be remains very low, making
able to it difficult to attract
attract suitably qualified staff,
suitable Council may not be able
candidates to deliver on its work
to fill key programme, increasing
positions COsts over time.
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External Factors

Council’s operating environment will not change significantly.

: Level of . Rea_sons and
Risk ) Financial Effect of Source
Uncertainty :
Uncertainty

There are | Low Most changes to
unexpected legislation are known in
changes that advance
alter services
provided by
Council

Financial Assumptions

Useful Lives of Significant Assets

The Council has made a number of assumptions about the useful
lives of its assets. The detail for each asset category is reflected in
the Statement of Accounting Policies. The useful lives are
consistent with the assumptions applied to valuing each asset
category and were determined by experienced and qualified asset
valuers.

Sources of Funds for Future Replacement of Signific ant
Assets

The funding needs for the future replacement of significant assets
is set by Council's Revenue and Financing Policy. The Revenue
and Financing Policy for capital expenditure states that Council will
apply the following funding sources in the following order to capital
purchases.
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Subsidies; then

Development Contributions; then
Depreciation funds available; then
Loans; then lastly

Rate funding.

Borrowing is managed by the provisions of Council's Liability
Management Policy (Refer Liability Management Policy; Liability
Management Part Four). The Prospective Financial Statements,
including Forecast Statement of Public Debt, provide a forecast of
public debt levels associated with borrowing.

Land Transport New Zealand Subsidy Rate

Subsidies from LTNZ have been included at the approved rate and
it is assumed that the level of subsidy to cost will not change.

Inflation

The Society of Local Government Managers (SOLGM)
commissioned Business and Economic Research Limited (BERL) to
develop inflation forecasts for local authorities to use in the
development of forecasts for use in the LTCCP. BERL used sample
LTCCPs sourced from a variety of local authorities to gain an
understanding of what the significant costs facing local authorities
are. BERL then developed an inflation forecast that focused on
these identified areas. The following table shows the forecasts
developed for each significant area.
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The proposed factors primarily focus on operating expenditure
however the factors can be applied to capital expenditure items as
the indices include a combined forecast of operating and capital
costs. Because of this mixture in the composition of these indices,
they understate (or overstate) the change in the prices of capital
expenditure items. BERL have included further adjustors for pipeline
costs, earthmoving costs and private sector salary and wage costs.

The factors in the above table have been applied equally to both
capital and operating costs.
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Risk Level of Reasons and Source
Uncertainly | Financial Effect
of Uncertainty
There will | Low Inflation is | BERL (Checking
be controlled by | inflation used
inflation outside factors against other
Councils)
Interest

The following interest assumption have been applied as follows:
Interest rate of 7.3% per annum be applied to borrowings.

Five-year bond rate be used as the deposit rate.

The term of loans raised is 25 years and rate levels have been set
to ensure there is sufficient cash available to repay the loan over
this term. The Council utilises both surplus internal funds and
external borrowing. The projected balance sheets include external
loans only.

Council has applied the funds to capital projects and the ‘activity’
that constructed the asset is charged the interest. This means
Council is prudently utilising its cash reserves and saves the
difference between interests charged on borrowing funds and the
interest it would earn if the money were invested.
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Financial Assumptions (Other)

The following general financial assumptions have been utilised in

the development of this LTP.

There are no commitments or contingencies that the Council
is aware of that have not been included in the LTP.

Council has taken a conservative approach on its return on
investments over the term of the LTP and has assumed no
change to the return received on investments.

Council's financial statements will be produced in
compliance with International Financial Reporting Standards
as they apply to New Zealand entities (IFRS). There is not
expected to be any significant changes to Council’s current
accounting treatment other than in the recognition of
employee sick leave and some minor wording changes of
the current accounting policies.

Infrastructural assets are revalued once every three years in
compliance with Council’'s accounting policies. The next
revaluation is scheduled for the 2006/07 financial year,
effective 1 July 2007. For the purposes of this LTP, Council
has assumed that the change in the value of Council's
assets at valuation is equivalent to inflation.

Depreciation has been calculated in accordance with
Council’'s accounting policies. Depreciation is fully funded
each year, unless otherwise stated in the Balanced Budget
Treatment Table.

The impact of the rate remission policy has not been
included in the financial statements, the impact is considered
to be immaterial. The total amount of remissions can be
found in the funding impact statement.

Future Ruapehu Long Term Plan 2006-16



Statement Of Accounting Policies
Reporting Entity

Ruapehu District Council (RDC) is a local authority established
under the Local Government Act 2002 (LGA). The Ruapehu District
Council group consists of RDC and its 100% owned subsidiary RDC
Holdings Limited.

The Council has not presented group prospective financial
statements because the Council believes that the parent
prospective financial statements are more relevant to users.

The financial statements have been prepared in accordance with
the requirements of section 93 of the LGA and generally accepted
accounting practice for the public sector.

The main purpose of prospective financial statements in the LTP is
to provide users with information about the core services that the
Council intends to provide ratepayers, the expected cost of those
services and as a consequence how much the Council requires by
way of rates to fund the intended levels of service. As a result, the
information contained within this LTP may not be appropriate for
any other purpose.

The level of rates funding required is not affected by subsidiaries
except to the extent that the Council obtains distributions from, or
further invests in, those subsidiaries. Such effects are included in
the prospective financial statements of the Council.

Basis of preparation

These prospective financial statements have been prepared in
accordance with generally accepted accounting practice in New
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Zealand and the requirements of the LGA. These financial
statements have been prepared on the basis of the stated
assumptions listed in the planning assumptions section above.

The financial statements are presented in New Zealand dollars and
all values are rounded to the nearest thousand dollars ($000).

Statement of compliance

This is Council’s first year in complying with the applicable New
Zealand International Financial Reporting Standards (NZ IFRS).
RDC is a public benefit entity (PBE) and has applied the PBE
exemptions allowable under NZ IFRS. The comparative information
(2005/06 financial year) has been restated to reflect the new
standards. The resulting changes arising from the transitions to NZ
IFRS have been adjusted directly to ratepayers’ equity.

This LTP is in full compliance with Financial Reporting Standard 42
(FRS 42) ‘Prospective Financial Statements’.

Measurement Base

The measurement base adopted is that of historical cost modified
for the revaluation of certain investments, land and buildings and
infrastructural assets. Accrual accounting is used to measure the
costs of services provided and to recognise revenue. Reliance is
placed upon the fact that the Council is a “going concern”.
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Accounting Policies

(@)

Revenue: is recognised to the extent that it is probable that
the economic benefits will flow to the Council and the
revenue can be reliably measured. Revenue is recognised at
fair value. The following specific recognition criteria must
also be met before revenue is recognised.

Subsidy revenue: is recognised when expenditure has
been incurred and the claim for subsidy processed.

Rates: are recognised on the due date for each instalment.

Fees and charges: are recognised as revenue when the
obligation to pay arises or, in the case of licence fees, upon
renewal of the licence. Expenditure is recognised when the
service has been provided or the goods received.

Other revenues: are recognised when the service is
provided. Other grants, bequests and assets vested in the
Council are recognised as revenue when control over the
asset is obtained.

Dividends: are recognised on an accrual basis, when the
shareholders’ right to receive the payment is established, net
of imputation credits.

Interest Revenue: is recognised as the interest accrues
(using the effective interest method, which is the rate that
exactly discounts estimated future cash receipts through the
life of the financial instrument) to the net carrying amount of
the financial asset.

Government grants: are recognised when there is
reasonable assurance that the grant will be received and all
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attaching conditions will be complied with. When the grant
relates to an expense item, it is recognised as income over
the periods necessary to match the grant on a systematic
basis to the costs that it is intended to compensate.

Rental income : arising on property owned by Council is
accounted for on a straight-line basis over the lease term.
Contingent rental income is recognised as income in the
periods in which it is earned.

Financial and development contributions: are recognised
when received. Any difference in timing between receipt of
the contribution and the completion of the assets they relate
to is not considered material.

Expenditure: is recognised when Council is deemed to
have been supplied with the service or has control of the
goods supplied.

Borrowing costs:
incurred.

are recognised as an expense when

Accounts Receivable: are stated at expected realisable
value after providing for doubtful debts and un-collectable
debts.

Inventories: are valued at the lower of cost (determined on
a weighted average basis) and fair value after making
adequate provision for obsolescence.

Investments: Shares are valued at the lower of cost or net
realisable value. All other investments are valued at cost.
The Council holds a 3.93% investment in the Joint
Wanganui District Council's Forestry Committee. This
investment is recorded at net asset backing.
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(h)

(i)

Investment Properties: are properties held to earn income
or for capital appreciation. These do not include properties
held for strategic purposes or to provide a social service.
Initially, investment properties are measured at cost
including transaction costs unless acquired at less than fair
value when they are recognised at fair value.

Investment properties were valued at fair value as at 30
June 2005 by Quotable Value Limited and are valued
annually. Gains or losses arising from a change in fair value
between periods are recognised in the income statement in
the year they arise. There is no depreciation on investment
properties. Investment properties are derecognised when
they have either been disposed of or when the investment
property is permanently withdrawn from use and no future
benefit is expected from its disposal. Gains or losses on
derecognition are recognised in the income statement in the
year of derecognition.

Properties held for sale: are separately recognised as a
current asset when the sale of a property is highly probable
and management are committed to a plan to sell the asset,
which is expected to occur within one year.

Properties held for sale are valued at the lower of the
carrying value and the fair value less disposal costs.

Property, Plant and Equipment:
Operational Assets: Motor vehicles, computer hardware
and software, plant and office equipment and office furniture

are recorded at cost less accumulated depreciation.

Land, buildings and improvements were valued at fair value
as at 30 June 2003 by Quotable Value Limited. Fair value for
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buildings and improvements has been determined to be the
depreciated replacement cost. Council’s policy is to revalue
every three years. Additions to assets between valuations
are recorded at cost.

Library Collections were valued as at 30 June 1997 at
depreciated replacement cost. Subsequent additions are
shown at cost.

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
because of legal or other restrictions.

Restricted Land & Buildings were valued at fair value as at
30 June 2003 by Quotable Value Limited. Council's policy is
to revalue every three years. Additions to assets between
valuations are recorded at cost.

Infrastructural Assets: Infrastructural assets are the fixed
utility systems owned by the Council. Each asset type
includes all items that are required for the network to
function; for example, sewer reticulation includes reticulation
piping and sewer pump stations.

Infrastructural Assets have been valued at depreciated
replacement cost except land under roads by DTZ New
Zealand as at 1 July 2004. This valuation is considered
deemed cost. The land under roads has been brought to
account by determining the total land area and multiplying
this by an average District land value determined by the
most recent Government valuation. It is Council’'s policy to
revalue infrastructure assets every three years.

Additions to assets between valuations are recorded at cost.
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Depreciation: Depreciation is provided on all fixed assets
other than land, road formation and items under
construction, at rates that will write off the cost (or valuation)
of the assets to their estimated residual values over their
remaining useful lives. The annual rates applied are:

Operational Assets

Fixed Assets Rate Depreciation Method
Land Nil Not Depreciated
Buildings 1-2% | Straight Line
Computer Equipment 40% | Diminishing Value
f(_Zomp_uter Software  (core 12.5% | Straight Line
inancials)

Offlce_ _Equment, Furniture 20% Diminishing Value
and Fittings

Library Books 8% Straight Line
Motor Vehicles and Other 10 - Straight Line
Equipment 30%

Infrastructural Assets

Infrastructural assets are depreciated on a
useful lives are as follows:

straight-line basis. The

Roads - Top Surface (seal) 20 years
- Pavements Base Course 100 years
- Formation NA (not depreciated)
- Culverts 60-100 years
- Footpaths 80-100 years
- Kerbs 80-100 years
- Signs 10-15 years
- Streetlights 10-15 years
- Bridges 70-100 years
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Water - Pipes 40-80 years
- Valves, Hydrants 25-50 years
- Pump Stations 10-60 years
- Tanks 25-100 years
Sewerage - Pipes 50-80" years
Reticulation - Manholes 50 years
- Treatment Plant 10-100 years
1
Stormwater - Pipes 50-60" years
Systems - Manholes, Cesspits 50 years
Stopbanks NA (Not depreciated)

' _ Life depends on material type of pipe

Impairment

The carrying values of operational buildings, plant and equipment
and infrastructural assets are reviewed for impairment when events
or changes in circumstances indicate the carrying value may not be
recoverable.

Impairment losses are recognised in the income statement unless
they reverse a prior revaluation increase in equity.

Revaluations

Following initial recognition at cost, operation land and buildings and
infrastructural assets are carried at a revalued amount, which is the
fair value at the date of the revaluation less any subsequent
accumulated depreciation on buildings and infrastructural assets
and accumulated impairment losses.

Fair value is determined by reference to market based evidence,
which is the amount which the assets could be exchanged between
a willing buyer and a knowledgeable willing seller in an arm’s length
transaction as at the valuation date. Where no market exists for
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assets, for example for infrastructural assets, the fair value is the
depreciated replacement costs.

Any revaluation surplus is credited to the appropriate asset
revaluation reserve included in the equity section of the balance
sheet unless it reverses a revaluation decrease of the same class of
asset previously recognised in the income statement. Revaluation
changes are recorded on a class of assets basis.

Any revaluation deficit is recognised in the income statement unless
it directly offsets a previous surplus in the same asset class in the
asset revaluation reserve.

In addition, any accumulated depreciation as at revaluation date is
eliminated against the gross carrying amount of the asset and the
net amount is restated to the revalued amount of the asset.

Upon disposal, any revaluation reserve relating to the particular
asset being sold is transferred to retained earnings.

Independent valuations are performed with sufficient regularity to
ensure that the carrying amount does not differ materially from the
asset’s fair value at the balance sheet date.

An item of property, plant & equipment is derecognised upon
disposal or when no future economic benefits are expected to arise
from the continued use of the asset.

() Goods and Services Tax (GST)
All amounts in the financial statements are stated exclusive of

GST except receivables, contract retentions, and payables
that are stated inclusive of GST.
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The net amount of GST recoverable from, or payable to, the
Inland Revenue Department is included as part of receivable
or payable in the balance sheet.

Cash in/out flows are included in the cash flow statement on a
gross basis and the GST component of cash flows arising
from investing and financing activities, which are recoverable
from, or payable to, the Inland Revenue Department, are
classified as operating cash flows.

Interest bearing loans and borrowings

All loans and borrowings are initially recognised at cost, being
the fair value of the consideration received net of issue costs
associated with the borrowing.

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

Gains and losses are recognised in the income statement
when the liabilities are derecognised as well as through the
amortisation process.

Provisions

Provisions are recognised when the Council has a present
obligation (legal or constructive) as a result of a past event,
and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and
a reliable estimate can be made of the amount of the
obligation.
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(n)

Where Council expects some or all of a provision to be
reimbursed, for example under an insurance contract, the
reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain. The expense
relating to any provision is presented in the income statement
net of any reimbursement.

If the time value of money is material, provisions are
determined by discounting the expected future cash flows at a
rate that reflects current market assessments of the time value
of money and, where appropriate, the risks specific to the
liability.

Landfill aftercare provision

Council, as owner of one operating landfill, has a legal
obligation under the resource consent to provide ongoing
maintenance and monitoring services at the landfill sites. A
provision for post-closure costs has been recognised as a
liability.

The provision is 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.

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

Financial Instruments

Council is party to financial instruments as part of its normal
operations. These financial instruments include bank
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accounts, investments, debtors, creditors and loans. All
financial instruments are recognised in the Balance Sheet and
all revenues and expenses in relation to financial instruments
are recognised in the Income Statement.

Employee Entitlements

Provision is made in respect of the Council’s liability for annual
leave, sick leave, long service leave and retirement gratuities.

Leases

Council as a lessor

Leases where the Council effectively retains substantially all
the risks and benefits of ownership of the leased items are
classified as operating leases. Revenue under these leases is
recognised as income in a straight-line basis over the term of
the lease.

Leases, which effectively transfer to the lessee substantially
all the risks and benefits incidental to ownership of the leased
item, are classified as finance leases. These are capitalised at
the lower of the fair value of the asset or the present value of
the minimum lease payments. The lease assets and
corresponding lease liabilities are recognised in the Balance
Sheet.

Council as a lessee

Leases, where the lessor effectively retains substantially all
the risks and benefits of ownership of the leased items are
classified as operating leases. Payments under these leases
is recognised as expenditure on a straight-line basis over the
term of the lease.
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Leases, which effectively transfer to the Council substantially
all the risks and benefits incidental to ownership of the leased
item, are classified as finance leases. These are capitalised at
the lower of the fair value of the asset or the present value of
the minimum lease payments. The lease assets and
corresponding lease liabilities are recognised in the balance
sheet.

The leased assets are depreciated over the period the Council
is expected to benefit from their use.

Equity

Equity is the Community’s interest in the Council as measured
by total assets less total Iliabilities. Public equity is
disaggregated and classified into a number of reserves to
enable clearer identification of the specified uses that Council
makes of its accumulated surpluses.

The components of equity are:

Ratepayers equity.

Restricted reserves (Special Funds).
Council created reserves (Special Funds).
Asset revaluation reserves.

Reserves

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

Council created reserves are reserves established by Council
decision. The Council may alter them without reference to any
third parties or the Courts. Transfers to and from these
reserves are at the discretion of the Council.

Asset revaluation reserves represent unrealised gains on
assets owned by RDC. The gains are held in the reserve until
such time as the gain is realised and a transfer can be made
to accumulated funds.

Statement of Cash flows

Cash means cash balances on hand, held in bank accounts,
demand deposits and short term deposits which an original
maturity of three months or less in which the Council invests
as part of its day-to-day cash management. This Statement of
Cash flows is divided into the following three parts:

(i)  Operating activities include cash received from all
income sources of the group and record the cash
payments made for the supply of goods and services.
Agency transactions (the collection of Council rates) are
recognised as receipts and payments in the Statement
of Cash flows given that they flow through the Council's
main bank account.

(i) Investing activities are those activities relating to the
acquisition and disposal of non-current assets.

(iii)

Financing activities comprise the change in equity and
debt capital structure of the Council and group.
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Cost of Service Statement

The Cost of Service Statements, as provided in Part Two of
this LTP, reports the forecast net cost of services for
significant activities of the Council, and are represented by the
costs of providing the service less all revenue that can be
allocated to these activities.

(i)

(ii)

(iif)

(iv)

Cost Allocation -

Ruapehu District Council has derived the net cost of
service for each significant activity of the Council, using
the cost allocation system outlined below.

Cost Allocation Policy -

Direct costs are charged directly to significant activities.
Indirect costs are charged to significant activities based
on cost drivers and related activity/usage information.

Criteria for Direct and Indirect Costs -

“Direct Costs” are those costs directly attributable to a
significant activity. “Indirect Costs” are those costs that
cannot be identified in an economically feasible manner
with a specific significant activity.

Cost Drivers for Allocation of Indirect Costs -

The cost of internal services that are not directly
charged to activities is allocated as overheads using
appropriate cost drivers such as actual usage, staff
numbers, and floor area.
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Change in Accounting Policy

These are the Ruapehu District Council’s first financial
statements that apply and conform to NZ IFRS. As a result
of changing from New Zealand Generally Accepted
Accounting Practices (NZ GAAP) to NZ IFRS, there are no
significant or material effects on the financial information to
report.
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Prospective Income Statement

The Statement of Income is the recognition and measurement of
income and expenses of Council within a defined period. From this

Financial Tables

it can be determined whether there will be a surplus or deficit in the
years ahead.

2005/06 Activity Budgets 2006/07  2007/08  2008/09 | 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Operating Expenditure:
1,949 Leadership 1,972 2,299 2,354 2,076 2,161 2,183 2,142 2,250 2,198 2,283
1,122 Regulation Services 1,073 1,175 1,200 1,228 1,243 1,257 1,273 1,281 1,292 1,301
230 Resource Management 278 298 304 314 318 323 328 332 335 340
8,567 Land Transport 8,645 9,192 9,393 9,560 9,875 9,973 10,051 10,258 10,265 10,271
1,435 Sewerage 1,533 1,810 1,753 1,800 1,876 1,880 1,876 1,902 1,895 1,846
505 Stormwater 488 558 586 617 677 700 721 759 761 765
2,247 Water Supply 2,295 2,645 2,553 2,613 2,743 2,792 2,819 2,879 2,849 2,800
1,546 Solid Waste 1,621 1,695 1,745 1,792 1,831 1,875 1,900 1,935 1,967 1,977
1,715 Recreation & Community Facilities 1,827 1,827 1,844 1,887 1,907 1,964 1,995 2,014 2,043 2,047
434 Community Development 1,165 1,442 1,541 1,575 1,581 1,596 1,582 1,602 1,632 1,650
512 Community Property 416 406 406 400 405 417 412 415 416 414
20,262 Total Expenditure 21,313 23,347 23,679 23,862 24,617 24,960 25,099 25,627 25,653 25,694
Operating Revenue:
(13,005) Rates Income (14,131) (15,859) (16,493)| (16,670) (17,422) (17,641) (17,470) (17,779) (17,880) (17,603)
(9,257) User Fees and Charges (8,637) (11,222) (11,201) (11,570) (12,573) (13,143) (12,455) (12,666) (12,789) (12,183)
0 Development Contributions (188) (200) (211) (223) (236) (249) (261) (273) (285) (299)
(150) Interest on Investments (150) (150) (150) (150) (150) (150) (150) (150) (150) (150)
(10) Dividends (20) (20) (20) (20) (20) (20) (20) (20) (20) (20)
(150) Petrol Tax (173) (173) (173) (173) (173) (173) (173) (173) (173) (173)
(36) Internal Treasury Income (39) ©) (12) ©) (14) (15) (16) (19) (21) (12)
0 Revaluation of Investment Properties 0 (94) (91) (87) (81) (74) (71) (65) (55) (58)
0 Other Income 0 0 0 0 0 0 0 0 0 0
(22,608) Total Revenue (23,328) (27,715) (28,341)| (28,890) (30,659) (31,455) (30,606) (31,135) (31,363) (30,487)
Movement in Landcare Aftercare Provision 9 9 9 9 9 193 9 9 9 9
(1,770) (Surplus)/Deficit (2,006) (4,359) (4,653) (5,019) (6,033) (6,302) (5,498) (5,499) (5,701) (4,784)
Total operating expenditure includes:
1,480 Finance Costs 1,818 2,299 2,441 2,513 2,560 2,567 2,533 2,392 2,162 1,921
4,806 Depreciation 4,675 5,417 5,405 5,438 5,783 5,764 5,758 6,035 6,037 6,038

Note: Finance cost refers to the interest charged on internal loans. Internal treasury income represents the difference between the internal and external
interest costs. Forecast finance cost on external loans is shown in the Prospective Cashflow Statement.
Operating revenue includes grants and subsidy revenue to fund capital projects and other similar expenditure that is not included in the prospective
income statement.
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Financial Tables

3.0 Prospective Statement of Changes In Equity

2005/06 Activity Budaets 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 e $000  $000  $000  $000  $000  $000  $000  $000  $000  $00O
(240,402)| Equity at beginning of year (243,580) (245,556) (272,209) (276,826) (281,807) (308,574) (315,017) (320,484) (344,047) (349,710)

(1,770)| Net (surplus)/Deficit for the year (2,006) (4,359) (4,653) (5,019) (6,033) (6,302) (5498) (5499) (5701) (4,784)
(109)| Adjustment to Landfill Aftercare Provision 30 33 36 38 40 (141) 31 34 38 38
0 :chease/Decrease Asset Revaluation 0 (22,327) 0 0 (20,774) 0 0 (18,098) 0 0

eserve
(1,879) ]Tc)?tﬁ:geyceoeﬂ”'sed revenue and expenses (1976) (26,653) (4,617) (4,981) (26.767) (6443) (5.467) (23563) (5,663) (4.746)
(242,281)| Equity as at end of period (245,556) (272,209) (276,826) (281,807) (308,574) (315,017) (320,484) (344,047) (349,710) (354,456)
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4.0 Prospective Cashflow Statement

Financial Tables

The Prospective Cashflow Statement reflects the movement of cash
in and out resulting from transactions with external parties.

2005/06 Activity Budgets 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Cashflows from Operating Activities
Cash was provided from:
13,353 Rates 14,503 16,209 16,847 17,017 17,775 17,996 17,825 18,138 18,237 17,952
9,256 Subsidies and Grants 8,825 11,371 11,362 11,748 12,765 13,349 12,676 12,904 13,041 12,450
22,609 23,328 27,580 28,209 28,765 30,540 31,345 30,501 31,042 31,278 30,402
Cash was applied to:
(11,610) Suppliers of Goods and Services 11,867 12,449 12,539 12,501 12,759 13,201 13,100 13,416 13,588 13,773
(3,000) Employeesi and Elected Members’
’ Remuneration 3,000 3,123 3,243 3,360 3,471 3,576 3,675 3,765 3,849 3,933
(1,546) Interest on Loans 1,779 2,291 2,429 2,506 2,547 2,552 2,517 2,373 2,141 1,909
(16,156) 16,646 17,863 18,211 18,367 18,777 19,329 19,292 19,554 19,578 19,615
6.453 Net Ca_sh Inflo_vy/_(Outhow) from
’ Operating Activities 6,682 9,717 9,998 10,398 11,763 12,016 11,209 11,488 11,700 10,787
Cashflows from Investing Activities
Cash was provided from:
0 Sale of Fixed Assets 0 0 0 0 0 0 0 0 0 0
0 Movements in Sinking Funds 30 0 0 1 0 0 0 0 0 0
1 Administered Loans 0 0 0 0 0 0 0 0 0 0
1 30 0 0 1 0 0 0 0 0 0
Cash was applied to:
(10,821) Capital Expenditure 12,704 11,590 10,793 10,676 12,061 11,768 10,447 11,024 11,411 10,528
(50) Increase in Investments 171 0 0 0 0 0 0 0 0 0
(1) Sinking Fund Deposits 0 0 0 0 0 0 0 0 0 0
(10,872) 12,875 11,590 10,793 10,676 12,061 11,768 10,447 11,024 11,411 10,528
(10,871) Net Cgsh Inflp\{\{/(Outhow) from
' Investing Activities (12,845) (11,590) (10,793) (10,675) (12,061) (11,768) (10,447) (11,024) (11,411) (10,528)
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2005/06 Activity Budgets 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Cashflows from Financing
Activities:
Cash was provided from:
4,418 Loans Raised 9,140 4,873 3,795 3,550 3,398 2,952 2,538 2,736 2,865 2,941
4,418 9,140 4,873 3,795 3,550 3,398 2,952 2,538 2,736 2,865 2,941
Cash was applied to:
0 Loan Repayments 2,977 3,000 3,000 3,273 3,100 3,200 3,300 3,200 3,154 3,200
0 2,977 3,000 3,000 3,273 3,100 3,200 3,300 3,200 3,154 3,200
4418 N.et Ca_sh Ianc_)vy/.(Outhow) from
’ Financing Activities 6,163 1,873 795 277 298 (248) (762) (464) (289) (259)
0 Net Cash Inflow (Outflow): 0 0 0 0 0 0 0 0 0 0
1,244 Opening Cash Balance 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244
1,244 Closing Cash Balance 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244
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5.0 Prospective Balance Sheet

Financial Tables

2005/06 Activity Budgets 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
EQUITY:
(186,864) Ratepayers Equity (190,866) (195,166) (199,757) (204,710) (210,673) (217,084) (222,518) (227,947) (233,572) (238,279)
(422) Special Funds (436) (462) (488) (516) (546) (578) (611) (646) (684) (723)
(54,995) Asset Revaluation Reserves (54,254) (76,581) (76,581) (76,581) (97,355) (97,355) (97,355) (115,454) (115,454) (115,454)
(242,281) Total Equity (245,556) (272,209) (276,826) (281,807) (308,574) (315,017) (320,484) (344,047) (349,710) (354,456)
ASSETS:
1,244 Cash and Bank Deposits 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244 1,244
58 Inventory 60 62 64 65 67 69 70 71 72 74
1,635 Accounts Receivable 1,636 1,684 1,735 1,784 1,827 1,870 1,911 1,949 1,985 2,011
0 Prepayments 0 0 0 0 0 0 0 0 0 0
0 Current Investments 0 0 0 0 0 0 0 0 0 0
2,937 Total Current Assets 2,940 2,990 3,043 3,093 3,138 3,183 3,225 3,264 3,301 3,329
Non Current Assets:
797 Term Investments 521 521 521 520 520 520 520 520 520 520
2,475 Investment Properties 3,239 3,333 3,424 3,511 3,592 3,667 3,738 3,803 3,858 3,916
14,723 Property, Plant & Equipment 15,843 16,306 15,991 15,475 14,896 14,358 13,837 13,269 12,765 12,189
246,898 Infrastructural Assets 251,697 279,734 285,437 291,190 318,822 325,363 330,573 354,228 360,106 365,173
264,893 Total Non Current Assets 271,300 299,894 305,373 310,696 337,830 343,908 348,668 371,820 377,249 381,798
267,830 Total Assets 274,240 302,884 308,416 313,789 340,968 347,091 351,893 375,084 380,550 385,127
LIABILITIES:

(1,407) Payable & Accruals (1,409) (1,453) (1,496) (1,536) (1,574) (1,610) (1,644) (1,674) (1,702) (2,729)
(280) Income in Advance (280) (289) (297) (305) (313) (320) (327) (333) (338) (344)
(716) Employee Entitlements (706) (728) (750) (770) (789) (807) (824) (839) (853) (866)
(331) Bonds, Deposits and Trust Funds (331) (341) (352) (361) (370) (378) (386) (393) (400) (406)

(2,700) Public Debt Current Portion (2,977) (3,000) (3,000) (3,273) (3,100) (3,200) (3,300) (3,200) (3,154) (3,200)

0 Landfill Aftercare Provision Current Portion 0 0 0 0 0 0 0 0 0 0

(5,434) Total Current Liabilities (5,703) (5,811) (5,895) (6,245) (6,146) (6,315) (6,481) (6,439) (6,447) (6,545)

Non Current Liabilities:
(19,442) Public Debt Term Portion (22,287) (24,137) (24,932) (24,936) (25,407) (25,059) (24,197) (23,833) (23,590) (23,285)
(673) Landfill Aftercare Provision (694) (727) (763) (801) (841) (700) (731) (765) (803) (841)
(20,115) Total Non Current Liabilities (22,981) (24,864) (25,695) (25,737) (26,248) (25,759) (24,928) (24,598) (24,393) (24,126)
(25,549) Total Liabilities (28,684) (30,675) (31,590) (31,982) (32,394) (32,074) (31,409) (31,037) (30,840) (30,671)
242,281 NET ASSETS 245556 272,209 276,826 281,807 308,574 315,017 320,484 344,047 349,710 354,456
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6.0 Forecast Statement of Public Debt The Forecast Statement of Public Debt indicates the net
movements in public debt as a result of refinancing existing

debt and new debt to fund capital programmes.

2005/06 Activity Budgets 2006/07  2007/08  2008/09  2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

LOAN SUMMARY
External Loan Balance:

17,723 Opening Loan Balance 19,101 25264 27,137 27,932 28209 28507 28259 27,497 27,033 26,744
4,419 Net Loans Required 6,163 1,873 795 277 298 (248) (762) (464) (289) (259)
22,142 Closing Loan Balance 25264 27,137 27,932 28209 28507 28259 27,497 27,033 26,744 _ 26,485
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7.0

Borrowing Needs Programme

The Borrowing Programme for 2006/07 and the subsequent
nine years are outlined in the Statement of Public Debt. The
form that borrowing will take and the way in which it will be
issued to the market will depend on market conditions.

Funding the payment of interest and principal is treated in
the same manner as the funding of any other costs
associated with an activity of Council, i.e. debt servicing
related to sewage disposal systems will be met by the same
funding mechanisms as other costs associated with sewage

Financial Tables

disposal. In addition to these financial needs, Council may
take the opportunity to refinance existing debt issued under
previous mechanisms if this can be achieved in a cost
efficient manner.

Council's borrowing needs are managed within the
parameters set by the Liability Management Policy (refer
Part Four — Council Policies). The target borrowing ranges
are set out in the following table along with the estimate for
each of the forecast years.

R EITE Target 2006/07 2007/08 2008/09 2009/10 2010/11  2011/12  2012/13 2013/14 2014/15 2015/16

Range $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Interest/Operating 5 - 15% 8 8 9 9 8 8 8 8 7 6

Revenue

Total liabilities/Total 10 -15% 10 10 10 10 9 9 9 8 8 8

Assets

Net DebyOperating ;4 g 11 1.0 1.0 1.0 0.9 0.9 0.9 0.9 0.9 0.9

Revenue

Inconsistent Decision

Council has departed from its Liability Management Policy
as can be seen in the table above. The reason for this
inconsistency is that Council considers it prudent to estimate
for a lower level of debt from 2010/11 than the level
provided for in its Liability Management Policy. To comply
with the Liability Management Policy Council would need to
unnecessarily raise public debt levels.

Council does not consider the variation from the policy ratio
of total liabilities to total assets or net debt to operating
revenue from 2010/11 to be significant. Council will consider
updating the policy at a later date.
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8.0 Other Disclosures

Financial Tables

2005/06 2006/07 2007/08 2008/09 2009/10 | 2010/11 | 2011/12 | 2012/13 | 2013/14 | 2014/15 2015/16
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
Reserve Contributions:
22 | TBC Reserve Contribution 24 26 27 29 30 32 34 36 38 40
55 | TBC Subdivision 61 64 68 72 76 80 85 90 95 100
Contributions
48 | OBC Reserve Contributions 3 3 3 4 4 4 4 5 5 5
5 | Waimarino Reserves 6 6 6 7 7 7 8 8 9 9
35 | Ohakune Parking 45 48 50 53 56 60 63 67 71 75
Contributions
37 | OBC Roading Contributions 41 43 46 48 51 54 57 60 64 67
Special Funds:
150 ECNzZ  Stratford  Huntly 138 145 154 163 172 182 193 204 215 228
Amenities
13 ECNZ Wanganui River 14 15 16 17 18 19 20 21 22 24
Amenities
57 | Mayoral Relief Fund 63 66 70 74 78 83 88 93 98 104
422 | Total 395 416 440 467 492 521 552 584 617 652
Trust Funds:
40 | TBC Silver Band 36 38 41 43 45 48 51 54 57 60
6 | WDC Ngauruhoe Lodge 7 7 7 8 8 9 9 10 10 11
46 | Total 43 45 48 51 53 57 60 64 67 71
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Balanced Budget Treatment

Council aims to set each year’s forecast revenue at a level sufficient
to meet that year's operating expenses as Outlined in Section
100(1) of the LGA 2002. However Council considers there to be
several reasons why it is financially prudent to set projected
operating revenues at a level insufficient to cover operating cost
(including depreciation).

This will only be proposed after considering the following (Section
100(2); LGA):

1. The affect such a practice would have on maintaining
agreed levels of service with the community.

2. The affect on asset capacity and ongoing maintenance as
outlined as required through Asset Management Plans.

3. The affects on intergenerational equity.

4. The affects on Council’'s funding policies.

The following outlines variations from Council’s normal practice of
fully funding in the year where costs lie. The treatments have been

resolved by Council for inclusion in the LTP. The value of these
variations is outlined on the following table.
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Transfers to / (From) Reserves for the year ending

30 June

2006/07

2007/08 | 2008/09

2009/10

2010/11

2011/12

2012/13

2013/14

2014/15

2015/16

Comment

Stormwater

42

24 25

18

12

-(5)

-(6)

The deficit in this activity reflects the non—funded
part of depreciation. It is Council’s opinion that
the funding provided is sufficient to maintain
Levels of Service and maintain the service
capacity and integrity of the assets throughout
their useful lives and that the equitable allocation
of responsibility for funding is maintained. In
future years, the surplus is used to meet loan
repayments.

Recreation and Comm

unity Facilities

4)

24 (100)

(16)

(16)

™)

31

31

31

31

This deficit reflects the non—funding of
depreciation on Community Halls. Community
halls are only being maintained. Future viability
will be assessed.

Communit

Property

42

(11) (11)

(11)

(12)

(12)

(13)

(12)

(11)

(10)

The deficit reflects non-funding of part of
depreciation on Older Persons Housing. The
future and configuration of this service is being
assessed.

Leadership

70

The deficit in the 2006/07 financial year reflects
the return of unspent funds from prior years to
ratepayers. It is Council’s opinion that this will not
negatively impact on the Level of Service
provided by this activity.

Communit

Development

33

@) 1)

1)

@)

@)

1)

1)

1)

@)

The deficit in the 2006/07 financial year reflects
the return of unspent funds from prior years to
ratepayers. It is Council’s opinion that this will not
negatively impact on the Level of Service
provided by this activity.
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Part of the depreciation cost for the Sewerage and Water Supply
activities has not been funded.

The depreciation not funded for the Sewerage Activity represents:

Affordability of the Pipiriki Sewerage Scheme. The future of
this scheme is to be investigated.

The depreciation not funded for the Water Supply Activity
represents:
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Funding for depreciation for the Owhango Water Supply is
being phased in over the first three years of the LTP.
Depreciation is fully funded in year four.

The future of the Ohura Water Supply scheme is being
investigated and depending the outcome of the Drinking
Water Assistance Programme the decision to not fund
depreciation will be reviewed. This LTP assumes that 100%
funding will be received and depreciation will be funded from
this point.
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