Te Kaunihera-a-Rohe o Ruapehu
Ruapehu District Council

Replacement of Golf Road, Taumarunui water main
with directional drilling technology
Council has been perusing an accelerated three-waters capital

works programme which has included upgrades to Taumarunui's
underground water infrastructure to improve network resilience.




MESSAGE FROM THE MAYOR AND CHIEF EXECUTIVE

On behalf of Ruapehu District Council we are pleased to present the Summary Annual Report for the
2021/22 financial year the first financial year of the ten-year 2021/2031 Long Term Plan.

Council's focus is to drive and support the development of safe, prosperous rural communities that are able
to thrive and capitalise on our agriculture, business and tourism sectors while sustaining our beautiful
environment.

The Summary Annual Report highlights our progress against these strategic goals and our work programs
for the 2021/22 financial year.

In developing the Long Term Plan Council was very mindful of the role we play in the prosperity of our
communities.

Our consultation highlighted community desire to see Council maintain our service levels and keep on top of
infrastructure needs in traditional service areas while addressing a newer range of concerns and
expectations in areas such as culture, the environment and housing.

It was evident that whatever may be considered our 'traditional' core services that our community expected
us to play a broad role in promoting their social, economic and environmental well-being.

COVID-19 and three-waters reform

COVID-19 and the Government's three-waters reform continued to impact Council's planning and rates
requirements for the financial year.

Although Government had outlined the transfer of council three-waters services to new multi-regional entities
our planning needed to be on the basis that Council would continue to own, maintain and deliver water
services into the future.

Council has been perusing an accelerated three-waters capital works programme aimed at ensuring that
Ruapehu water asset development is not reliant on the priorities of the new entity when they assume control
after July 2024.

Works over 2021/22 included upgrades to district drinking water plants, on-going upgrades to the Hikumutu
Wastewater Plant and underground infrastructure in Taumarunui to improve network resilience.

As this is driving large increases in Council debt Council confirmed this accelerated investment approach
with ratepayers via the Long Term Plan consultation.

Increases in debt
Council debt reached $41.4m as of 30 June 2022 driven significantly by three-waters capital works.

Through keeping costs under tight control, taking full advantage of any Government funding opportunities
and careful management of debt this was under the forecast $44.19m.

Inflationary expectations increase

COVID-19 saw higher inflation assumptions built into the Local Government Cost Index (LGCI) with a
projected average LGCI of 2.9% across the ten years of the Long Term Plan up from a 2.4% average pre-
COVID.

The increased LGCI meant that managing our rate impact to be around a consistent 3.5% as committed in
the previous 2018/28 Long Term Plan was no longer feasible if we wanted to cater for any growth or
improvements.
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Council had set a our rate increase limit to be no more than the LGCI plus 2% which would mean a
maximum rate increase of 4.9%.

Ultimately however, due to a number of circumstances outside Council's control including COVID-19
impacts, inflation and a loss of revenue from DOC deciding to manage the Whakapapa Water Treatment
Plant directly the average rate increase for 2021/22 was set at 4.92%.

It is worth noting that the current high inflationary environment and determination of the Reserve Bank to
bring it under control will pose on-going challenges for Council in keeping future rate increases affordable
while maintaining our desired work programme.

Land Transport leading capital expenditure despite accelerated three-waters programme

Despite the accelerated three-waters programme driving increases in debt at $15.9m land transport
continued to be Council's area of spending by activity.

Over the financial year land transport had a number of notable deliveries including completing 30.3km of chip
seal resurfacing and 970m of asphalt resurfacing.

This was the first time in four years the 30km resurfacing target had been met despite COVID-19 challenging
work force availability.

Council's investment in drainage and culvert maintenance as part of a water channel programme has
continued to increase the resilence of the network.

Funding was approved for replacement of the Mangateitei and Ruapehu Rail Overbridges as well as for
cycleway development from the Provincial Growth Fund which will help support Ruapehu's producer and
tourism economies.

Rating changes

The 2021/22 financial year saw a number of changes to our Revenue and Financing Policy which were
adopted as part of the new Long Term Plan.

These were designed to either ensure that the rate burden is being shared fairly or to support specific policy
initiatives and included; an increase of $100 to the Short Term Visitor Accommodation Rate, a higher
differential to the Land Transport Forestry Targeted Rate, a clearer definition of what constitutes a SUIP, and
new 'opt-in' targeted rates to support home insulation and shop veranda replacement.
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Moving forward

Council and our communities are continuing to face an on-going period of change and uncertainty with the
long tail of COVID-19, resource management and sector reform, iwi co-governance, high inflation and a tight
labour market to name but a few of the issues we are needing to respond to.

In the previous 2020/2021 financial year Council undertook an internal restructure to better align the
organisation for these and other challenges ahead.

Bedding these changes in with the current environment has presented a number of challenges however the
organisation is beginning to deliver the promises of these reforms.

In addition, Council's representation review which has introduced Maori Wards is promising to deliver new
depth, insights and strengths to Council for the up-coming triennium.

D8 b o (ML)

Don Cameron Clive Manley

MAYOR CHIEF EXECUTIVE
RUAPEHU DISTRICT RUAPEHU DISTRICT
COUNCIL
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FINANCIAL SUMMARY 2021/22

The following summary financial statements were extracted from the full audited financial report of Ruapehu
District Council for 30 June 2022. The summary financial statements do not include all the disclosures
provided in the full financial statements and cannot be expected to provide as complete an understanding as
provided by the full financial statements.

This summary and the full annual report were authorised for issue by the Council on 21 June 2023. The full
annual report is available from Council offices or can be downloaded at www.ruapehudc.govt.nz.

An unmodified audit report was issued on the full financial statements. An emphasis of matter was included
in the audit opinion in relation to the impact of the Three Waters Reform.

HOW WE PERFORMED FINANCIALLY

Operational Result
Our operational result for the 2021/22 Financial Year shows a net surplus of $11m against a budget of $14m.

Capital Works Programme
We have completed a capital works programme in the last 12 months totalling $26m.

Activity Description $million
Land Transport Renewals of various sorts 9.5
Water Supply Renewals of various sorts 7.1
Wastewater Various minor works 4.2
Stormwater Various minor works 0.5
Solid Waste Various minor works under $100k 0.7
Recreation & Community Facilities Various minor works 3.2
Community Support Various minor works under $100k 0.1
Overheads Computer Equipment, Software and 0.4
Furniture

Total 26
Debt

Council debt has increased by $8m during the 2021/22 Financial Year ($4.4m for 2020/21).

Key Financial Indicators — Comparative Table

($million)

Budget 2022 2021 2020 2019 2018

Income 54.0 52.0 46.2 43.5 39.4 39.9
Less Expenditure 39.7 41.3 40.1 38.7 35.6 35.5
Surplus/(Deficit) 14.2 10.7 6.1 4.8 3.8 4.4

Weighted Average Interest Rates

2022 | 2021 \ 2020 2019 2018
Short Term < 1 yr. 3.11% 0.59% 0.62% 3.79% 4.11%
Long Term > 1 yr. 3.10% 2.20% 2.01% 3.10% 4.48%
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Key Treasury Management Indicators

The table indicates the performance of Council’'s Treasury Management against the Treasury Management
Policy limits on borrowing and interest rate exposures. Council adopted a new Treasury Policy in February
2018, which is why we have no comparative percentages for the previous years. Policy limits under the 2015-
2025 LTP were revised in the 2018-2028 LTP in accordance with the new Treasury Management Policy.
Council joined Local Government Funding Agency (LGFA) in July 2018 and has obtained much lower interest
rates on its external debt, which has resulted in interest savings. Interest rates exposure under new Treasure
Policy for 2-4 years was under the acceptable range. However, the Council has no concern over this from the
long-term view.

Acceptable 2022 2021 2020 2019 2018

Actual Actual Actual Actual Actual
Interest Expense/Operating Revenue 3to0 12% 1.7% 1.2% 1.9% 2.9% 2.9%
Total Liabilities /Total Assets <12% 9.1% 9.6% 8.2% 8.2% 8.2%
Net Debt /Operating Revenue 1to 15 0.80 0.71 0.67 0.71 0.65

Interest Rate Exposure under old
Liability Management Policy

<12 months 10% to 40% - - - - 55.43%
12 months - 2 years 10% to 40% - - - - 29.07%
2 - 4 years 20% to 50% - - - - -%
Over 4 years 10% to 20% - - - - 15.50%

Acceptable 2022 2021 2020 2019 2018

Range Actual Actual Actual Actual Actual

Interest Rate Exposure under new
Treasury Policy

Less than 2 years 40% to 100% 45.89% 56.00% 32.00% 38.18% -
2 -4 years 25%to 80% 26.57% 24.00% 44.00% 32.73% -
4 - 8 years 0% to 60% 27.54% 19.00% 24.00% 29.09% -
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STRATEGIC ACTIVITIES HIGHLIGHTS FOR THE YEAR

Key Performance Indicators

Council records a variety of key performance indicators (KPIs) to report non-financial performance. Our
performance is summarised in the table below, this is extracted from the full annual report.

2022
Achieved Not Achieved Not Assessed

Land Transport 5 2 -
Water 6 3 -
Wastewater 8 - -
Stormwater 7 -

Solid Waste 4 3 1
Recreation and Community Facilities 18 14 -
Community Support 7 3 -
Leadership 5 2 -
Regulation 10 3

Total 70 30 1
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STATEMENT OF COMPREHENSIVE REVENUE AND EXPENSE
FOR THE YEAR ENDED 30 JUNE 2022

Group and Parent
For the year ended 30 June 2022

Council Group

Actual LTP Actual Actual Actual

2022 2022 2021 2022 2021
$000 $000 $000 $000 $000
Revenue
Rates 25,525 25,526 23,996 25,525 23,996
Fees and Charges 2,969 3,110 2,608 2,969 2,608

Development and Financial

S 358 116 238 358 238
Contributions
Subsidies and Grants 20,258 25,036 16,155 20,258 16,155
Finance Revenue 35 25 18 37 19
Other Revenue 1,275 146 1,448 1,782 2,084
Gains 1,554 - 1,703 1,554 1,703
Total Revenue 51,974 53,960 46,166 52,483 46,803
Expenses
Personnel Costs 6,331 6,378 5,933 6,594 5,942
Depreciation and Amortisation Expense 8,860 9,558 9,503 8,861 9,526
Finance Costs 895 640 581 895 581
Other Expenses 24,235 23,153 23,397 24,492 23,977
Losses 943 - 657 943 657
Total Expenses 41,264 39,729 40,071 41,785 40,683
Share of Associate's Surplus / (Deficit) 15 - 4 15 4
Net Surplus / (Deficit) before tax 10,725 14,231 6,099 10,713 6,124
Income tax expenses - - - 2 2
Net Surplus / (Deficit) after tax 10,725 14,231 6,099 10,712 6,121
Other Comprehensive Revenue and
Expense
Gain/(Loss) on Property, Plant and 67,432 8,097 5433 67,434 5,433
Equipment Revaluations
Financial Assets at Fair Value Through

. 2 - 2 2 2

Comprehensive Revenue and Expense
Total Other Comprehensive Revenue 67.434 8,097 5435 67.436 5.435
and Expense
Total Comprehensive Revenue and 78.159 22328 11,534 78,148 11,556

Expense
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION AS AT
30 JUNE 2022

Group and Parent As at June 2022

Council

Actual LTP Actual Actual Actual
2022 2022 2021 2022 2021
$000 $000 $000 $000 $000

Assets
Current Assets

Cash and Cash Equivalents 7,187 2,197 6,256 7,929 6,771
Receivables 3,768 3,967 5,792 3,805 5,902
Prepayments and Accrued Income 1,831 1,015 641 1,831 641
Inventory 348 382 345 348 345
Total Current Assets 13,134 7,561 13,034 13,913 13,658

Non-Current Assets

Investment in Associates
- Investment in CCOs and other

similar Entities 67 48 52 67 52
Other Financial Assets 1,079 741 864 1,079 864
Property, Plant and Equipment 520,796 463,539 438,167 520,799 438,170
Intangible Assets 159 877 805 159 805
Investment Property 6,684 3,636 5,022 6,684 5,022
Total Non-Current Assets 528,786 468,841 444,910 528,789 444,914
Total Assets 541,920 476,402 457,944 542,702 458,573
Liabilities

Current Liabilities

Creditors and Other Payables 5,928 3,541 4,020 6,124 4,219
Borrowings 19,000 8,000 8,000 19,000 8,000
Employee Entitlements 498 403 360 513 371
Income in Advance 1,326 2,835 5,567 1,783 5,858
Total Current Liabilities 26,752 14,779 17,947 27,419 18,449
Non-Current Liabilities

Borrowings 22,400 36,190 25,400 22,400 25,400
Provisions 217 199 206 217 206
Creditors and Other Payables - - - - -
Total Non-Current Liabilities 22,617 36,389 25,606 22,617 25,607
Total Liabilities 49,369 51,168 43,553 50,037 44,056
Net Assets 492,550 425,235 414,391 492,665 414,517
Equity

Accumulated Funds 296,864 294,107 285,962 296,976 286,087
Other Reserves 195,686 131,128 128,429 195,689 128,429
g’)ﬁg?“”y Attributable to the 492550 425235 414,391 492,665 414,517
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STATEMENT OF CHANGES IN EQUITY AS AT 30 JUNE 2022

Group and Parent
For the year ended 30 June 2022

Council Group

LTP Actual Actual
2022 2022 2021
$000 $000 $000

Balance at 1 July 414,391 402,907 402,857 414,517 402,960

Total Comprehensive Revenue and 78.159 22328 11,534 78,148 11,556
Expense for the Year

Balance at 30 June 492,550 425,235 414,391 492,665 414,517
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CONSOLIDATED STATEMENT OF CASH FLOWS

Group and Parent
For the year ended 30 June 2022

Council Group

Actual LTP Actual Actual Actual
2022 2022 2021 2022 2021
$000 $000 $000 $000 $000

Cash Flows from Operating

Activities

Cash was received from:

Receipts from Rates Revenue 25,513 25,526 24,262 25,513 24,262

Receipts from Subsidies and Grants 14,635 25,036 19,811 14,635 19,834

Interest Received 37 25 18 37 19

Other Revenue 7,689 3,372 2,218 7,762 2,385

47,874 53,959 46,309 47,947 46,500

Cash was distributed to:

Payments to Suppliers (23,238) (23,153) (23,122) (23,086) (23,064)

Payments to Employees and Elected

Mormbers (6,457) (6,378) (5,975) (6,453) (5,973)

Interest Paid (896) (640) (581) (896) (581)

Goods and Services Tax (Net) 627 - (391) 627 (391)
(29,964) (30,171) (30,068) (29,808) (30,008)

Net Cash Flow from Operating 17,910 23,788 16,241 18,139 16,492

Activities

Cash Flows from Investing

Activities

Cash was distributed to:

Purchase of Property, Plant and (24707)  (38,978)  (15971)  (24,707)  (15,988)

Equipment
Purchase of Intangible Assets (26) - (239) (26) (218)
Purchase of Investments (248) - (112) (249) (112)

Net Cash Flow from Investing

Activities

Cash Flows from Financing

Activities

Cash was received from:

Proceeds from Borrowings 8,000 15,190 4,400 8,000 4,400
8,000 15,190 4,400 8,000 4,400

(24,981) (38,978) (16,322)  (24,982)  (16,318)

Cash was distributed to:
Repayment of Borrowings - - - - -

Net Cash Flow from Financing
Activities

Net Increase/(Decrease) in Cash,
Cash Equivalents and Bank 931 - 4,318 1,158 4,574
Overdrafts

Cash, Cash Equivalents and Bank

Overdrafts at the beginning of the 6,256 2,197 1,938 6,771 2,197
year

Cash, Cash Equivalents and Bank
Overdrafts at the end of the year

8,000 15,190 4,400 8,000 4,400

7,187 2,197 6,256 7,929 6,771
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NOTES ACCOMPANYING SUMMARY ACCOUNTS
Summary of Significant Accounting Policies

Basis of Preparation

The full annual report from which this summary is derived is prepared in accordance with PBE accounting
standards. The summary financial statements are prepared in accordance with PBE FRS 43. The full
financial statements comply with these standard for the periods reported.

Statement of Compliance

The financial statements of the Council and Group have been prepared in accordance with the requirements
of the LGA and the Local Government (Financial Reporting and Prudence) Regulations 2014 (LG(FRP)R),
which includes the requirement to comply with NZ GAAP.

These financial statements have been prepared in accordance with and comply with PBE accounting
standards.

The Council was required under section 98 of the local Government Act 2002 to complete and adopt its
audited financial statements and service performance information by 31 December 2022. This timeframe
was not met because Audit New Zealand was unable to complete the audit within this timeframe due to an
auditor shortage and the consequential effects of Covid-19, including lockdowns. Council submitted their
annual report for audit on 8 November 2022.

Other than the late adoption of the annual report, the Council and management of Ruapehu District Council
confirm that all statutory requirements in relation to this annual report have been met including those outlined
in the Local Government Act 2002, and the local Government (Financial Reporting and Prudence)
Regulations 2014.

Presentation Currency and Rounding
The financial statements are presented in New Zealand dollars and all values are rounded to the nearest

thousand dollars ($000).

Other changes in accounting policies

Software-as-a-Service (SaaS) arrangements

In April 2021, the International Financial Reporting Interpretations Committee (IFRIC), a committee
supporting profit-oriented reporting, published an agenda decision clarifying how configuration and
customisation costs incurred in implementing SaaS should be accounted for.

The IFRIC concluded that SaaS arrangements are service contracts providing the customer with the right to
access the Saa$S provider’'s application software over the contract period. Costs incurred to configure or
customise software in a cloud computing arrangement, can be recognised as intangible assets only if the
activities create an intangible asset that the entity controls and the intangible asset meets the recognition
criteria.

Some of these costs incurred are for the development of software code that enhances or modifies, or creates
additional capability to, existing on-premises systems and meets the definition of and recognition criteria for
an intangible asset. These costs are recognised as intangible software assets and amortised over the useful
life of the software on a straight-line basis. The useful lives are reviewed at least at the end of each financial
year, and any change accounted for prospectively as a change in accounting

estimate.

Costs that do not result in intangible assets are expensed as incurred unless they represent payment for
future services to be received. In which case a prepayment is initially recognised and then expensed as
those subsequent services are received.

The New Zealand Accounting Standards Board has not issued similar guidance, however, in the absence of
a PBE standard specifically dealing with such costs, management considers the IFRIC decision relevant to
the accounting for similar types of arrangements of the group in accordance with PBE IPSAS 31 Intangible
assets.
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The group revised its accounting policy in relation to configuration and customisation costs incurred in
implementing SaaS arrangements from 1 July 2021 to be consistent with the IFRIC agenda decision.

The impact of the change in accounting policy is that some of previously capitalised intangible assets no
longer meet the criteria for capitalisation and have therefore been expensed.

Standard issued and not yet effective, and not early adopted
Standards and amendments, issued but not yet effective that have not been early adopted, and which are
relevant to the Council and group are :

PBE IPSAS 41 Financial Instruments

PBE IPSAS 41 replaces PBE IFRS 9 Financial Instruments and is effective for the year ending 30 June
2023, with earlier adoption permitted. CSE has assessed that there will be little change as a result of
adopting the new standard, as the requirements are similar to those contained in PBE IFRS 9. The Council
will not early adopt this amendment.

PBE FRS 48 Service Performance Reporting

PBE FRS 48 replaces the service performance reporting requirements of PBE IPSAS 1 Presentation of
Financial Statements and is effective for the year ending 30 June 2023, with early application permitted. The
Council has not yet determined how application of PBE FRS 48 will affect its statement of service
performance. It does not plan to adopt the standard early.

New amendment applied
Amendment to PBE IPSAS 2 Statement of Cash Flows

An amendment to PBE IPSAS 2 Cash Flow Statements requires entities to provide disclosures that enable

users of financial statements to evaluate changes in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes. The impact of the amendment on councils’ annual

reporting is not significant, refer to Note 27 Reconciliation of liabilities arising from financing activities.

CONTINGENT LIABILITIES

Council & Group

Actual Actual

2022 2021
$000 $000

Legal Proceedings 150 150
Council is subject to one legal proceeding against it, alleging inadequate compensation for acquired land.

The potential liability to Council, if the claim is successful, is estimated to be $150,000. The outcome of the
claim will not be known until legal proceedings progress further (as for 2021).

New Zealand Local Government Funding Agency (LGFA):

The Council is a guarantor of the New Zealand Local Government Funding Agency Limited (LGFA). The LGFA
was incorporated in December 2011 with the purpose of proving debt funding to local authorities in New
Zealand. LGFA has a current credit rating from Standard and Poors of AAA for local currency and a foreign
rating of AA+ as at 22 February 2021.

As at 30 June 2022, the Council is one of 30 local authority shareholders and 68 local authority guarantors of
the LGFA. The New Zealand Government also has a 20% shareholding in the LGFA. It has uncalled capital of
$1 million. When aggregated with the uncalled capital of other shareholders, $20 million is available in the
event that an imminent default is identified. Also, together with other shareholders and guarantors, the Council
is a guarantor of all the LGFA’s borrowings. At 30 June 2022, the LGFA had borrowings totalling $15,789
billion (2021:$13,610 billion).

PBE Accounting Standard require the Council to initially recognise the guarantee liability by applying the 12-
month expected credit loss (ECL) model (as fair value could not be reliably measured at initial recognition),
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and subsequently at the higher of the provision for impairment at balance date determined by the ECL model
and the amount initially recognised. The Council has assessed the 12-month ECL of the guarantee liability,
based on market information of the underlying assets held by the LGFA. The estimated 12-month expected
credit losses are immaterial due to the very low probability of default by the LGFA in the next 12 months.
Therefore, the Council has not recognised a liability.

The Council considered the risk of the LGFA defaulting on repayment of interest or capital to be very low on
the basis that :

= [tis not aware of any local authority debt default events in New Zealand ; and
= Local government legislation would enable local authorities to levy a rate to raise sufficient funds to meet
any debt obligations if further funds were required.

CAPITAL COMMITMENTS AND OPERATING LEASES

Council & Group

Actual Actual
2022 2021
$000 $000

Capital Commitments

Roading 48,848 4,357
Bridges 1,930 464
Water 6,401 1,213
Wastewater 34 486
Stormwater 24 -
Community Facilities 527 2,230
Total Capital Commitments 57,764 8,750
Operating Leases As Lessee

Not Later Than One Year 305 640
Later Than One Year and Not Later Than Five Years 529 671
Later Than Five Years 1,052 128
Total Non-Cancellable Operating Leases 1,886 1,438
Operating Leases As Lessor

Not Later Than One Year 101 84
Later Than One Year and Not Later Than Five Years 72 125
Later Than Five Years 74 74
Total Non-Cancellable Operating Leases 247 282

Capital Commitments

Council has entered into a number of contracts for land transport, mainly for the sealed pavement
rehabilitation and maintenance & resurfacings. These works were required to be completed by 30 June
2023.

Operating Leases
Council leases property, plant and equipment in the normal course of its business. The future aggregate
minimum lease payments payable under non-cancellable operating leases are as shown above.

Council leases an office building as the lessee, for which the lease expires in September 2031, with a right of
renewal for a further 25 years. There is no option to purchase the asset at the end of the lease term.

There are no other significant leases. The total minimum future sublease payments expected to be received
under non-cancellable subleases at balance date is $nil (2021: $nil).
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There are no restrictions placed on the council by any of the leasing arrangements. No contingent rents
have been recognised during the period.

RELATED PARTY TRANSACTIONS

Transactions with Key Management Personnel

| 2022 2021

FTE’s $000 FTE’s $000
Councillors
Remuneration 410 404
Full Time Equivalent Members 12 12
Executive Leadership Team Including Chief Executive
Salaries and other Short-Term Employee Benefits 1,383 760
Post-Employment Benefits - -
Other Long-Term Benefits - -
Termination Benefits - -
Full Time Equivalent Members 9 4
Total Key Management Personnel Compensation 21 1,793 16 1,164

Due to the difficulty in determining the full-time equivalent for Councillors, the full-time equivalent figure is
taken as the number of Councillors.

Key management personnel include the Mayor, Councillors, Chief Executive and the other eight members of
the executive leadership team.

During the year, Councillors and senior management, as part of a normal customer relationship, were
involved in minor transactions with Council (such as the payment of rates).

Related party disclosures have not been made for transactions with related parties that are within a normal
supplier or client/recipient relationship on terms and condition no more or less favourable than those that it is
reasonable to expect the Council and group would have adopted in dealing with the party at arm’s length in
the same circumstances.

Related party disclosures have also not been made for transactions with entities within the Council group
(such as funding and financing flows), where the transactions are consistent with the normal operating
relationships between the entities and are on normal terms and conditions for such group transactions.

Councillors are also involved in various non-profit organisations throughout the community, which receive
funding from Council. There has been no disclosure where the transactions are consistent with a
client/recipient relationship on terms and condition no more or less favourable than those that it is
reasonable to expect the Council and group would have adopted in dealing with the party at arm’s length in
the same circumstances.

RDC Holdings Ltd (100% Council owned subsidiary) is non-active and has no revenue, expenditure, assets
or liabilities, and there have been no transactions recorded in the 2022 financial year. (2021: Nil).

Visit Ruapehu Ltd (100% Council Controlled Organisation). This new organisation replaced the Ruapehu
Regional Tourism Organisation (RTO) Trust, which was operated from 2009 until wound up by a Trustees
Resolution on 17 October 2019 under a Deed of Confirmation. The transactions and assets and liabilities for
the period 1 July 2021 to 30 June 2022 are consolidated into the Parent Group within the Financial
Statements.

Provisions/Impairments
No impairments have been required for any receivables to related parties (2021: Nil).
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EXPLANATION OF MAJOR VARIANCES AGAINST BUDGET

Explanations for major variations from the budget for 2021/22 are as follows:

Statement of Comprehensive Revenue and Expense

Revenue

Subsidies and Grants are $4.8m lower than budget, mainly due to Waka Kotahi capital revenue $6.3M due
to Matahiwi Track Suspension Bridge and Mangateitei Bridge being deferred to FY2022-23 and the reduction
of low cost low risk budget by Waka Kotahi. Waka Kotahi operational revenue $1.1M lower than expected
due to lack of emergency work, delay in Ohakune WTP Project, and timing of Moore St funding. These have
been partially offset by unbudgeted funding of $3.9M for 3 waters Stimulus funding, $250K for Mayors
Taskforce for Jobs, $177k Te Ara Mangawhero & Horopito to Pokaka (Missing Link) project, $90K from MBIE
for the Timber Trail Cycle Trail, $90k from MBIE for Mountain to Seas Cycle Trail, and $164K from MBIE for
Hot Composting Unit.

Other revenue is $1.1m higher than budget. Major contributors to this is revenue of $50K for Destination
Development Manager, $36K Greater Wellington Regional Council for contribution to Feasibility Report,
$165K DOC Whakapapa, $452K unbudgeted Internal Salary recoveries and Petrol Tax Rebate $31K higher
than budgeted.

Council does not budget for non-financial instrument gains, therefore any gain amount is a variance against
the budget. This year this was a $1.5m gain from revaluations of Investment Property.

Expenses

Finance costs are $255k higher than the budget due to market interest rates being higher than what was
budgeted.

Council does not budget for losses, therefore any gain amount is a variance against the budget. This year
there was $943k attributed to loss on disposal of assets due to SaaS arrangement affected from 1 July 2021.

Statement of Financial Position

Cash and Cash equivalents are $5m higher than the budget, which is due to timing of income and
expenditure and also the need to have higher cash balances due to a larger capital works programme and
the three waters stimulus spending profile.

Property Plant and Equipment is $57m higher than the budgeted amount due to the increase in revaluations.

Investment Property is $3m higher than the budgeted amount, due to an increase in the valuation over the
last two years.

Creditors and other payables is $2.4m higher than the budget, due to timing of expenditure relating to large
contracts of $1.4m for land transport, $615K for 3 waters, $316k for solid waste and $126k for housing
projects.

Borrowing is $2.8m lower than the budget due to delay in 3 Waters capital projects and NZTA Capital works.
Income in advance is $1.5m lower than the budget mainly due to Waka Kotahi funding for Matahiwi Track

Suspension Bridge and Mangateitei Bridge being deferred to FY2022-23 and delay in Ohakune WTP
Project.
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Statement of Cash Flows

Other Revenue is $4.3m higher than budget as a result of increase in Fees and Charges revenue and other
unbudgeted revenue like wages recovery.

Interest paid is $256k higher than the budget due to market interest rates being higher than what was
budgeted.

Purchase of property plant and equipment is under budget by $14m which is mainly due to 3 Waters capital
projects like Ohakune WTP not being delivered as originally anticipated, along with NZTA Capital works like
bridge renewals project being below budget for the year.

COVID-19 IMPACT

A review of the impact of COVID-19 on Council’s financial position has been performed and no material
issues arose, either within the 2021/22 financial year or in the subsequent events after balance date. Council
receives the majority of its revenue from rates and grants so the effect of COVID-19 on its revenue and cash
flow streams has been minimal.

EVENTS AFTER BALANCE DATE

Ruapehu Alpine Lifts (RAL)

On 11 October 2022, John Fisk and Richard Nacey, of PwC, were appointed voluntary administrators of
Ruapehu Alpine Lifts Limited (RAL) following a resolution of the Directors of the Company.

The Directors made the decision to appoint Voluntary Administrators, after exploring a number of options
options, including a capital raise and a request for additional Crown funding, but were not able to secure the
level of capital required after a difficult last three years (Covid-19 restrictions paired with poor weather this
season). The Voluntary Administrators are continuing to trade the business while they look to determine the
most appropriate way forward to maximise recoveries for creditors.

On 2 November Central Government confirmed that they would provide RAL with $4 million in emergency
funding, in conjunction with ANZ, to get them through to before Christmas, which will give RAL some time to
put together a plan to enable them to open again in 2023.

On June 20, 2023 RAL went into liquidation. Council has an unsecured loan to RAL of $500,000 which has
not been impaired as at 30 June 2022.

Water services reform programme

The New Zealand Government is implementing a water services reform programme that is intended to
ensure all New Zealanders have safe, clean and affordable water services. The Government believes this
will be achieved by establishing new public entities to take on the delivery of drinking water, wastewater and
stormwater services across New Zealand. The reform will be enacted by three pieces of legislation:
* The Water Services Entities Act 2022 which establishes four publicly owned water services entities
and sets out their ownership, governance and accountability arrangements. The establishment date
is 1 July 2024, or earlier by Order in Council. This Act received Royal Assent on 14 December 2022.
* The Water Services Legislation Bill, which will provide for the transfer of water services assets and
liabilities to the water services entities and is currently before Parliament.
+ The Water Services Economic Efficiency and Consumer Protection Bill, which will provide the
economic regulation and consumer protection framework for water services. It is currently before
Parliament.
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On 13 April 2023, the Government announced its intention to increase the number of water services entities
and to stagger their establishment dates, with all the water services entities becoming operational between 1
July 2024 and 1 July 2026. On 16 June 2023, the Water Services Entities Amendment Bill was introduced to
Parliament to amend the Water Services Entities Act 2022. Until the Bill is passed, the establishment date
remains 1 July 2024, or earlier by Order in Council.
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AUDIT NEW ZEALAND

Mana frotake Aotearoz

Independent Auditor's Report

To the readers of Ruapehu District Council and group's summary of the annual
report for the year ended 30 June 2022

The summary of the annual report was derived from the annual report of the Ruapehu District
Council and grouwp (the District Council) for the year ended 30 June 2022,

The summary of the annual report comprises the following information on pages 7 to 18:
. the summary statement of fimancial position as at 30 June 2022;

. the summaries of the statement of comprehensive revenue and expenditure, statement of

chamges in equity and statement of cazh flows for the year ended 30 June 2022;

. the notes to the summary financial statements that include changes to accounting policies

and other explanatory information; and

- the summary key performance indicators.

Opinion
In our opinion:

- the summary of the annual report represents, fairly and consistently, the information
regarding the major matters dealt with in the annual report; and

. the summary statements comply with PBE FR5-43: Summary Financial 3tatements.

summary of the annual report

The summary of the annual report does not contain all the disclosures required by gensrally
accepted accounting practice im Mew Zealand. Reading the summary of the annual report and the
auditor’s report thereon, therefore, is not a substitute for reading the full annual report and the
auditor’s report thereon.

The summary of the annual report does not reflect the effects of events that ocourred subsequent to
the date of cur auditor’'s report on the full annual report.

The full annual report and our audit report thereon

We expressed an unmodified audit opinion on the information we audited in the full annual report
for the year ended 30 June 2022 in cur auditor's report dated 21 June 2023,
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Owr auditor's report on the full annual report also includes an emphasis of matter paragraph drawing
attention to developments in the Government's water services reform programme which will affect
the District Coundcil in future years. Legislation passed in December 2022 established four publicly
owned water services entities to carry out responsibilities for the delivery of three waters services
and related assets and liabilities currently controlled by local authorities. A water services Bill to
enable the transfer of these assets and liabilities to the water services entities, is currently before
Parliament. Until the Bill is passed, the financial impact of the transfer on the District Council,
remains uncertain.

Om 13 April 2023, the Government annocunced further proposed amendments to the number of
wiater services entities and to stagger their establishment dates starting from earky 2025, with all the
wiater services entities to be established by 1 Juky 2026

Omn 16 June 2023, the Water Services Entities Amendment Bill was introduced to Parliament to
increase the number of water services entities and change their establishment dates. Until the Bill is
passed, the establishment date remains 1 July 2024, or earlier by Order in Council, as per the Water
Services Entities Act 2022 The timing of the transfer of assets and liabilities is therefore uncertain
until amendments to existing legislation are passed. This matter is disclosed in the notes to the
summary financial statements.

Owr audit wos completed laote

Qwr auditor's report on the full annual repert also includes a paragraph acknowledging that owr audit
was completed |ater than required by section 93(7) of the Local Government Act 2002. This was due
o an auditor shortage in New Zealand and the consequential effects of Covid-19, including
lockdowns.

Council’s responsibility for the summary of the annual report

The Council is responsible for preparing the summary of the annual report which includes preparing
summanry statements, in accordance with PBE FR3-43: Summary Financial Statements.

Auditor's responsibility

Our responsibility is to express an copinion on whether the summary of the annual report represents,
fairly and consistently, the information regarding the major matters dealt with in the full annual
report and whether the summary statements comply with PBE FRS 43: Summary Financial
Statements.

Qur opinion on the summary of the annual report is based on our procedures, which were carried
out in accordance with the Auditor-General's Auditing 5tandards, which incorporate the Professional
and Ethical Standards and the International Standards on Auditing [Mew Zealand) isswed by the

Mew Zealand Auditing and Assurance 5tandards Board.

In addition to our audit of the summary and full annual reports, we have performed a limited
assurance engagement related to the District Coundl’s debenture trust deed, which is compatible
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with those independence requirements. Other than these engagements, we have no relationship

with, or interests in the District Council or its subsidiaries and controlled entities.

Aol

Athiol Graham,

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

21 Juby 2023
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