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PROSPECTIVE STATEMENT OF 
COMPREHENSIVE   
REVENUE & EXPENSE
Please note that all figures in this document have 
been rounded to the nearest $1,000.

(ALL IN $000S) LONG TERM PLAN ANNUAL PLAN

REVENUE 2024/25 2025/26 2025/26

Rates 35,836 42,790 41,716 

Grants, Subsidies and 
Donations 15,688 17,165 21,570 

Interest Revenue 1,601 1,697 1,311 

Fees and Charges 7,223 6,624 6,211

Other Revenue 1,675 1,709 1,709 

TOTAL REVENUE 62,023 69,984 72,518 

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

EXPENDITURE 2024/25 2025/26 2025/26

Employee Benefits 14,540 14,775 14,815 

Finance Costs 6,240 8,680 6,224 

Depreciation and 
Amortisation

16,993 17,667 17,544 

Movement in Landfill 
Provision

- - -

Other Expenses 36,548 35,399 36,253 

TOTAL  
EXPENDITURE 74,322 76,520 74,836 

SURPLUS (DEFICIT) 
FOR THE YEAR (12,299) (6,537) (2,318)

OTHER COMPREHENSIVE REVENUE AND EXPENSE 

Property, plant 
and equipment 
Revaluations

- 118,144 117,351 

TOTAL  
COMPREHENSIVE 
REVENUE AND 
EXPENSE FOR THE 
YEAR

(12,299) 111,608 115,033
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PROSPECTIVE STATEMENT OF 
CHANGES IN EQUITY
(ALL IN $000S) LONG TERM PLAN ANNUAL PLAN

ACCUMULATED 
FUND 2024/25 2025/26 2025/26

OPENING  BALANCE 1,302,729 1,290,430 1,292,650 

Add Total 
Comprehensive 
Revenue and Expense 
for the Year

(12,299) 111,608 115,033 

EQUITY BALANCE AT 
30 JUNE 1,290,430 1,402,038 1,407,683 

COMPONENTS OF 
EQUITY

RETAINED 
EARNINGS 30 JUNE

Retained Earnings at 
1 July 190,021 178,902 180,142 

Net Surplus/(Deficit) (12,299) (6,537) (2,318) 

Transfers to/(from) 
reserves 1,180 (1,114) (725) 

RETAINED 
EARNINGS 30 JUNE 178,902 171,251 177,099 

REVALUATION 
RESERVES

Revaluation Reserves 
at 1 July 1,068,688 1,068,688 1,068,688 

Revaluation Gains - 118,144 117,351 

RETAINED 
EARNINGS 30 JUNE 1,068,688 1,186,832 1,186,039 

COUNCIL CREATED 
RESERVES 30 JUNE

Council Created 
Reserves at 1 July 44,021 42,841 43,821 

Transfers (to)/from 
reserves (1,180) 1,114 725 

COUNCIL CREATED 
RESERVES 30 JUNE 42,481 43,955 44,546 

COMPONENTS OF 
EQUITY 1,290,430 1,402,038 1,407,683 

Please note that all figures in this document have 
been rounded to the nearest $1,000.
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PROSPECTIVE STATEMENT 
OF FINANCIAL POSITION

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

CURRENT ASSETS 2024/25 2025/26 2025/26

Cash and cash 
equivalents 485 485 485 

Receivables and 
prepayments 5,379 5,379 5,379 

Other financial assets 33,350 34,825 34,255 

Non-Current Assests 
Held for Sale 2,477 2,477 2,477 

TOTAL CURRENT 
ASSETS 41,691 43,166 42,596 

NON CURRENT ASSETS

Property, plant & 
equipment 1,350,073 1,499,767 1,488,137 

Intangible assets 683 819 819 

Assets Under 
Construction 77,785 70,225 78,310 

Other financial assets - - - 

TOTAL NON 
CURRENT ASSETS 1,428,541 1,570,811 1,567,266 

TOTAL ASSETS 1,470,232 1,613,977 1,609,862 

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

CURRENT LIABILITIES 2024/25 2025/26 2025/26

Payables and Accruals 10,846 10,846 10,846 

Employee entitlements 1,096 1,096 1,096 

Borrowings 26,452 31,606 31,606 

Other 1,281 1,281 1,281 

TOTAL CURRENT 
LIABILITIES 39,675 44,830 44,830 

NON CURRENT LIABILITIES 

Other Liabilities 13 13 13

Borrowings 138,882 165,865 156,104

Provisions 1,232 1,232 1,232

TOTAL NON CURRENT 
LIABILITIES 140,127 167,109 157,349

TOTAL LIABILITIES 179,802 211,939 202,179

EQUITY 

Restricted reserves 42,841 43,955 44,546 

Revaluation reserves 1,068,688 1,186,832 1,186,039 

RESERVES 1,111,528 1,230,787 1,230,585 

RETAINED EARNINGS

Retained earnings 178,902 171,251 179,417 

RETAINED EARNINGS 178,902 171,251 177,099 

TOTAL EQUITY 1,290,430 1,402,038 1,407,683 

Please note that all figures in this document have 
been rounded to the nearest $1,000.
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PROSPECTIVE  
STATEMENT OF CASHFLOWS

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

2024/25 2025/26 2025/26

CASHFLOW FROM FINANCING ACTIVITIES

Proceeds from 
borrowings

49,380 35,953 40,096

Repayment of 
borrowings

(2,907) (3,816) (4,202)

TOTAL CASHFLOW 
FROM FINANCING 
ACTIVITIES

46,473 32,137 35,894

NET INCREASE 
(DECREASE) IN 
CASH AND CASH 
EQUIVALENTS

- - -

Cash and cash 
equivalents at 
beginning of the year

485 485 485

CASH AND CASH 
EQUIVALENTS AT 
END OF THE YEAR

485 485 485

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

2024/25 2025/26 2025/26

CASHFLOW FROM OPERATING ACTIVITIES

Receipts from 
customers, rates, 
grants and other 
services

62,023 69,984 72,518 

Payments to suppliers 
and employees

(51,089) (50,174) (51,067)

Interest Expense (6,240) (8,680) (6,224)

NET CASHFLOW 
FROM OPERATING 
ACTIVITIES

4,694 11,130 15,226

CASHFLOW FROM INVESTING ACTIVITIES

Purchase of PP&E (49,352) (41,792) (49,877)

(Acquisition) / sale of 
other financial assets

(1,815) (1,475) (1,243)

(Acquisition) / sale 
of development 
property

- - -

NET CASH FROM 
INVESTING 
ACTIVITIES

(51,167) (43,267) (51,120)

Please note that all figures in this document have 
been rounded to the nearest $1,000.
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DEPRECIATION &  
AMORTISATION

(ALL IN $000S) LONG TERM PLAN ANNUAL 
PLAN

2024/25 2025/26 2025/26

Community 
Leadership

- 5 5 

Community Services 608 741 702 

Economic & 
Community 
Development

- - - 

Internal Services 752 1,039 1,039 

Regulatory & 
Emergency Services

5 5 5 

Solid Waste 148 148 148 

Stormwater 552 562 558 

Transportation 9,666 9,675 9,675 

Wastewater 1,988 2,053 2,009 

Water Supply 3,275 3,441 3,404 

PROSPECTIVE 
DEPRECIATION AND 
AMORTISATION

16,993 17,664 17,545

Please note that all figures in this document have 
been rounded to the nearest $1,000.
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STATEMENT OF  
ACCOUNTING POLICIES
This section contains Council’s significant accounting policies that 
relate to the financial statements as a whole.

REPORTING ENTITY
The Clutha District Council (“Council” or “CDC”) is a local authority 
domiciled in New Zealand and governed by the Local Government 
Act 2002 (LGA) and the Local Government (Rating) Act 2002.

Council’s principal address is 1 Rosebank Terrace, Balclutha, New 
Zealand.

The primary objective of the Council is to provide services and 
facilities to the Clutha community for social benefit rather than 
make a financial return. Accordingly, the Council has designated 
itself as a public benefit entity (PBE) and applies New Zealand 
Tier 1 PBE Accounting Standards. These standards are based on 
International Public Sector Accounting Standards (IPSAS) with 
amendments for the New Zealand environment. 

BASIS OF PREPARATION
The financial statements have been prepared:

•	 In accordance with New Zealand Generally Accepted 
Accounting Practice (NZ GAAP), the LGA 2002 and the Local 
Government (Financial Reporting and Prudence) Regulations 
2014 and comply with Tier 1 PBE Accounting Standards;

•	 In accordance with PBE Financial Reporting Standard 42: 
Prospective Financial Standards;

•	 On a historical cost basis, except for certain financial 
instruments which have been measured at fair value (note C2) 
and certain classes of property, plant, and equipment (note B1) 
which have been subsequently measured at fair value; 

•	 On the going concern basis and the accounting policies have 
been applied consistently throughout the period; and 

•	  In New Zealand dollars (NZD) rounded to the nearest thousand 
dollars, unless otherwise stated.

•	 The Council has a balance date of 30 June and these 
prospective financial statenments are for the period from 1 July 
2025 to 30 June 2026. The actual results achieved for the period 
covered by this plan are likely to vary from the infomation 
presented in this document and these variances may be 
material.

•	 The Long Term Plan 2024/34 adopted by Council on 26 July 
2024 has been provided as a comparator for these prospective 
financial statements. The closing balances in the comparative 
differ from the opening position used to prepare these 
prospective financial statements, which are based on the most 
up to date forecast information.

SIGNIFICANT JUDGEMENTS 
AND ESTIMATES 
The preparation of the financial statements requires judgements, 
estimates and assumptions. Application is based on future 
expectations as well as historical experience and other factors, 
as appropriate to the particular circumstances.  Judgements and 
estimates which are considered material to understanding the 
performance of council are found in the following notes:

B1 Property, plant, and equipment 
D5 Provisions.

IMPLEMENTATION OF NEW 
AND AMENDED STANDARDS
Council has adopted all new standards and noted there has been no 
material impact.

STANDARDS ISSUED BUT NOT 
YET EFFECTIVE
PBE IFRS 17 INSURANCE CONTRACTS; EFFECTIVE 
FOR PERIODS COMMENCING 1 JULY 2025

Council expects to adopt the above standard in the period in 
which it becomes mandatory. Council anticipates that the above 
standard is not expected to have a material impact on the financial 
statements in the period of initial application; however, a detailed 
assessment has not yet been performed.

SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES
All items in the financial statements are stated exclusive of Goods 
and Services Tax (GST), except for receivables and payables, which 
include GST.
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A1	 REVENUE

 ACCOUNTING POLICY

Council receives its revenue from exchange and non-exchange 
transactions.

Exchange transactions revenue arises when Council directly 
provides goods or services to a third party and receive 
approximately equal value in return.

Non-exchange transaction revenue arises when Council receives 
value from another party without having to directly provide goods 
or services of equal value. Non-exchange revenue comprises rates 
and transfer revenue.

Transfer revenue includes grants and subsidies and fees and user 
charges derived from activities that are partially funded by rates.

The council’s significant items of revenue are recognised and 
measured as follows:

Type Recognition and measurement

Rates

Rates are set annually by resolution of the 
council and relate to a particular financial year in 
accordance with the Local Government (Rating) 
Act 2002. 

Rates comprise general and targeted rates and are 
stated net of rates remissions. 

Rates revenue is recognised at the date of issuance 
of ratings notice and is measured at the present 
value of cash received or receivable.

Grants and 
subsidies

Grants and subsidies are recognised when they 
become receivable unless there is an obligation 
in substance to return the funds if conditions of 
the grants and subsidies are not met. If there is 
such an obligation, the grants and subsidies are 
initially recorded in the statement of financial 
position when received at fair value as grants and 
subsidies received in advance. As the conditions 
are satisfied, the carrying amount of the liability 
is reduced and an equal amount recognised as 
revenue. 

Financial 
contributions

Financial contributions are charged for new 
property developments to contribute to council’s 
costs of building supporting infrastructure such 
as stormwater, roads, and footpaths. Revenue 
is recognised at the later of the point when the 
council is entitled to issue an invoice to developers 
for the contribution in accordance with milestones 
set out in council’s financial contributions policy, 
and the point at which the council can provide 
the service for which the contribution has 
been charged. The timing of the recognition is 
dependent on the type of consent granted and the 
nature of the development. 

Type Recognition and measurement

Vested assets

Vested asset revenue represents infrastructure 
received from property developers who construct 
the infrastructure as a condition of development. 
Vested asset revenue is recognised when control 
of the asset is transferred to the council and is 
measured at the fair value of the asset received.

Infringement 
fees and fines

When the infringement notice is issued. 

Finance 
revenue

Finance revenue comprises interest revenue 
and realised gains from the early close-out of 
derivatives. Revenue is recognised using the 
effective interest method. 

Dividend 
revenue

Dividend revenue is recognised when the council’s 
right to receive the dividend has been established. 

Water and 
wastewater 
user charges

Water and wastewater revenue comprises the 
amounts received and receivable at balance date 
for water supplied to customers or sewerage 
processed for customers in the ordinary course of 
business. Water and wastewater revenue includes 
estimated unbilled amounts for unread meters 
at balance date. As meter reading is cyclical, 
management applies judgement when estimating 
the daily water consumption of customers 
between readings. Unbilled amounts from the 
last bill reading date to the end of the month are 
recognised as revenue.

Consents

Building consents provide approval for specific 
building works on a specific site, and resource 
consents provide approval for projects that impact 
the environment or others. Consent revenue is 
recognised when consents are provided at fair 
value of the amount receivable.

Licence and 
permit fees

On receipt of application as these are non-
refundable. 

Entrance fees

Entrance fees are fees charged to users of Council’s 
local facilities, such as the pools. Revenue from 
entrance fees is recognised upon entry to such 
facilities.

Landfill fees
Fees for disposing of waste at Council’s landfill are 
recognised as waste is disposed by users.

Development 
property

On earliest of settlement of transaction or 
unconditional sale and purchase agreement.

A2	 OPERATING EXPENDITURE

 ACCOUNTING POLICIES

GRANTS AND SUBSIDIES

Discretionary grants and subsidies are recognised as expenses when 
the council has advised their decision to pay and when the attached 
conditions, if any, are satisfied. 
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Non-discretionary grants are recognised as expenses on receipt of 
an application that meets the specified criteria.

IMPAIRMENT OF PROPERTY, PLANT AND 
EQUIPMENT AND INTANGIBLE ASSETS

The initial measurement on property, plant and equipment and 
intangible assets are disclosed in Notes B1 and B2. 

Intangible assets subsequently measured at cost that have 
indefinite useful life are tested annually for impairment. Property, 
plant and equipment and intangible assets subsequently measured 
at cost that have finite useful life are reviewed for impairment 
whenever events or changes in circumstances indicate that the 
carrying amount may not be recoverable. If any indication exists, 
Council estimates the asset’s recoverable amount.  The recoverable 
amount is the higher of an asset’s fair value less costs to sell and 
value in use.  

An impairment loss is recognised in surplus or deficit in the 
Statement of Comprehensive Revenue and Expenditure for 
the amount by which the asset’s carrying amount exceeds its 
recoverable amount. 

Assets are considered cash generating if their primary objective is to 
provide a commercial return. The value in use for cash-generating 
assets is the present value of expected future cash flows. 

For non-cash generating assets, value in use is determined using an 
approach based on a depreciated replacement cost (DRC).

Property, plant, and equipment that is measured at fair value, is not 
required to be separately tested for impairment.

A3	 EMPLOYEE BENEFITS

ACCOUNTING POLICY

Employee entitlements for salaries and wages, annual leave, 
long service leave and other similar benefits are recognised as 
expenditure and liabilities when they accrue to employees.

A4 	 DEPRECIATION AND 
AMORTISATION

ACCOUNTING POLICY

Depreciation is provided on all property, plant and equipment 
except for land, land under forests, road formation and land under 
roads. Depreciation is calculated to write down the cost or revalued 
amount of the assets on a straight line basis over their useful 
economic lives (Note B1).

Amortisation is provided on intangible assets, except rights to 

acquire, and is calculated to write down the cost of the assets on a 
straight line basis over their useful economic lives (Note B2).

A5	 FINANCE COSTS

ACCOUNTING POLICY

Finance costs include interest expense, amounts paid or payable on 
interest rate swaps, amortised borrowing costs, net realised losses 
on the early close-out of derivatives, the unwinding of discounts 
on provisions and financial assets and costs directly incurred 
in managing funding. Interest on debt is recognised using the 
effective interest rate method. 

A6	 NET OTHER GAINS AND 
LOSSES

 ACCOUNTING POLICY 

Net other gains and losses on the sale of property plant and 
equipment, property intended for sale and financial assets are 
recognised when an unconditional contract is in place and it is 
probable that Council will receive the consideration due.

A7 	 INCOME TAX

ACCOUNTING POLICY 

Income from Council activities is exempt from income tax under the 
Income Tax Act 2007.

B1	 PROPERTY, PLANT AND 
EQUIPMENT
ACCOUNTING POLICY

The property, plant and equipment of the Council are classified into 
three categories:

•	 Operational Assets  
Include property, plant and equipment used to provide 
core council services, either as a community service, for 
administration, or as a business activity. Other operational 
assets include landfills, motor vehicles, office equipment, 
library books and furniture and fittings.

•	 Infrastructural Assets  
Infrastructural assets include land under roads and systems and 
networks integral to the council’s infrastructure. These assets 
are intended to be maintained indefinitely, even if individual 
assets or components are replaced or upgraded.  

•	 Roads, bridges and lighting.
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•	 Land under roads.

•	 Stormwater.

•	 Wastewater.

•	 Water.

•	 Restricted Assets  
Include property and improvements where the use or transfer 
of title outside of the council is legally restricted. 

INITIAL RECOGNITION AND SUBSEQUENT 
MEASUREMENT

Property, plant, and equipment is initially recognised at cost, unless 
acquired through a non-exchange transaction, in which case the 
asset is recognised at fair value at the date of acquisition. The cost 
of third party constructed assets generally comprises the sum of 
costs invoiced by the third party. The cost of self-constructed assets 
comprises purchase costs, time allocations and excludes, where 
material, any abnormal costs, and internal surpluses.

Subsequent costs then extend or expand the asset’s future 
economic benefits and service potential are capitalised. After initial 
recognition, certain classes of property, plant, and equipment are 
revalued. Work in progress is recognised at cost less impairment, if 
any, and is not depreciated. 

USEFUL LIVES

The useful lives used to calculate the depreciation of property, plant, 
and equipment are as follows:

Asset class
Estimated useful 
lives

Depreciation Rate

OPERATIONAL ASSETS

Land Not applicable Not depreciated

Buildings 40-50 2% - 2.5%

Furniture and 
equipment

3-10 10% - 33.3%

Plant and motor 
vehicles

3-10 10% - 33.3%

Land under forest n/a Not depreciated

Library books 7 14.3%

Infrastructural 
Assets

Roads - formation Not applicable Not depreciated

Roads - pavement 
(sealed)

2-100 1%-50%

Roads - pavement 
(unsealed)

35-100 1%-2.86%

Roads - other 
roading assets

20-150 0.6%-5%

Roads - other 10-50 2%-10%

Roads - bridges 50-150 0.6%-2%

Land under roads Not applicable Not depreciated

Stormwater 20-100 1-5%

Wastewater 20-100 1-5%

Water 20-100 1-5%

Restricted assets

Reserves Not applicable Not applicable

Endowments Not applicable Not applicable

Other Not applicable Not applicable

The residual value and useful life of an asset is reviewed, and 
adjusted if applicable, at each balance date.

DISPOSALS 

Gains and losses on the disposal of property, plant, and equipment 
are recognised in surplus or deficit. Any amounts included in the 
asset revaluation reserve in respect of the disposed assets are 
transferred to accumulated funds on disposal.

IMPAIRMENT OF PROPERTY, PLANT, AND 
EQUIPMENT

Property, plant, and equipment is reviewed for impairment 
whenever events or changes in circumstances indicate that the 
carrying amount may not be recoverable.

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

Assets are considered cash generating if their primary objective is to 
provide a commercial return. The value in use for cash-generating 
assets is the present value of the expected future cashflows.

For non-cash generating assets, value in use is determined using an 
approach based on depreciated replacement cost.

REVALUATION

Infrastructural assets (except land under roads) are revalued with 
sufficient regularity, and at least every three years to ensure that 
their carrying amounts do not differ materially from fair value.

The carrying values of revalued assets are assessed annually to 
ensure that they do not differ materially from the assets’ fair values. 
If there is a material difference, then those asset classes are revalued. 
Revaluations are accounted for on a class of asset basis.

Net revaluation gains are recognised in other comprehensive 
revenue and expenditure and are accumulated in the asset 
revaluation reserve in equity for that class of asset. 

Revaluation losses that result in a debit balance in an asset class’s 
revaluation reserve are recognised in surplus and deficit. Any 
subsequent gain on revaluation is recognised first in surplus or 
deficit up to the amount previously expensed, and then recognised 
in other comprehensive revenue and expenditure.



CLUTHA DISTRICT COUNCIL DRAFT FINANCIAL INFORMATION 2025/26	 10

SIGNIFICANT JUDGEMENTS AND ESTIMATES

The method used by the council in revaluing its infrastructural 
assets as part of property, plant, and equipment, outlined below, is 
depreciated replacement cost (DRC). Operational land and buildings 
including land are not revalued. 

DRC is calculated based on the replacement cost of infrastructure 
assets depreciated over their useful lives. This method takes into 
account the age and condition of the assets, estimated optimisation 
rates, and estimated remaining useful lives of those assets. The 
revaluation process involves physical inspection of selected assets 
at various sites to note aspects such as condition, use, replacement 
timing, and optimisation.

It is assumed that all asset classes have no residual value at the end 
of their useful lives.

ESTIMATING THE FAIR VALUE OF 
INFRASTRUCTURE

The most recent valuation of infrastructural assets effective 30 June 
2024 was performed as follows:

•	 Stormwater, sewerage, and water infrastructural assets were 
revalued at 30 June 2023 by Rationale Limited, with a desktop 
valuation assessment performed for 30 June 2024 showing no 
material change.

•	 The roading infrastructural assets (excluding land under roads)
were revalued at 30 June 2024 by Beca.

•	 There are several estimates and assumptions exercised when 
valuing infrastructural assets which include:

•	 Estimating the unit rates. 
The unit rate review sourced data from recent Council physical 
works contract payments, and unit rates from surrounding 
districts. These rates were analysed to:

•	 Benchmark Council’s 30 June 2024 unit rates against 
surrounding areas and recent project work.

•	 Estimates of the remaining useful life over which the asset will 
be depreciated.  

•	 Each asset is depreciated over its total useful life. An asset’s 
total useful life defaults to its standard life except where its 
economic or physical life has been assessed. The economic 
or physical life of particular reticulation assets has not been 
assessed; therefore, the standard life has been applied in all 
instances. 

•	 Asset Optimisation 
Water supply, wastewater and stormwater line replacement 
costs have been optimised for material type. Further 
optimisation of reticulation assets has not occurred. Excess 
asset capacity, obsolescence and surplus assets are not 
considered a significant issue.

•	 Roading 
Remaining useful lives were calculated from the base life and 
age of the asset. Where the remaining life has been determined 
from age, the New Zealand Infrastructure Asset Valuation and 
Depreciation Guidelines recommend predictive modelling of 

the remaining life and describe a method using impact factors.  
Alternatively, the NZ Infrastructure Asset Management Manual 
describes a method based on condition and performance.

CHANGES AHEAD FOR THREE WATERS 

Water is the lifeblood for our way of life, for our people, 
environment, and economy. Wastewater and stormwater also play 
crucial parts. Combined these key services are referred to as Three-
Waters.

80% of Clutha District’s residents drink water from one of the 22 
schemes currently taken care of by Council. Half of these schemes 
service our towns in Balclutha, Clinton, Milton, Benhar, Kaitangata, 
Lawrence, Stirling, Tapanui, Clinton, Owaka and Waihola. The rest 
are rural schemes that cover just about every other part of the 
district. They supply drinking water to people in these areas, and 
water to their businesses. Importantly, they are the backbone of our 
agricultural sector. 

The combined extent of what we have here is also a point of 
difference and we have one of the longest networks of pipelines in 
NZ.

A 2016 campylobacter outbreak in Havelock North made over 
5,000 people ill and was linked to three deaths. The inquiry into 
the outbreak concluded New Zealand’s drinking water regulatory 
system was failing to provide necessary assurances that drinking 
water across the country is safe and reliable. In 2019 Cabinet agreed 
to create a new water services regulator called Taumata Arowai. 
One of its roles is to enforce drinking water standards nationally. Its 
premise is that councils have the funding and support to get the 
balance right.

WATER SERVICES REFORM PROGRAMME

Council had included within the Annual Plan 23/24, recognition 
of its three water assets following the announcement by the Local 
Government Minister on 13 April 2023 regarding a staged approach 
to the “go live” date for the ten new entities from early 2025 to 1 July 
2026 rather than the original start date of 1 July 2024.

With the change of government in October 2023 and a new Local 
Water Done Well reform program, the previous Government’s asset 
transfer intentions were reversed through new legislation. Whilst 
the new program is comprehensive and new legislation was passed, 
there is more to come.

On the 14 December 2023 the government announced a new 
direction for New Zealand’s three waters services and on 5 April 
2024 an announcement was made outlining Cabinet’s agreed 
key steps to implement ‘Local Water Done Well’, the Coalition 
Government’s plan for financially sustainable, locally delivered water 
infrastructure and services.

During February and March 2025 Clutha,  Waitaki, Central Otago, 
and Gore district councils agreed to  explore options for the delivery 
of water services in the future and deliver on the Government’s 
Local Water Done Well programme.  
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The four councils will form the Southern Water Done Well Steering 
Group.

By September 2025, the group (as with all New Zealand councils) 
must have identified the best options for delivering water services 
in the future, talked to their communities about them, and 
produced a Water Services Delivery Plan.

The plans will show how councils intend to deliver water services 
that meet regulatory requirements, support growth and urban 
development, and are financially sustainable.

The commitment agreement recently signed by the four councils 
sets out the process to consider the design of a joint council-
controlled organisation (CCO) and how it compares to other 
practicable options, such as leaving water services in-house or 
setting up a standalone Council CCO.

Analysis of the three options, including the impact on each council’s 
rates, debt and levels of service, would be presented for community 
feedback in May.

Prior to public consultation, the councils must identify their 
preferred option.

CRITICAL JUDGEMENTS IN APPLYING 
ACCOUNTING POLICIES

CLASSIFICATION OF PROPERTY

Council owns properties held to provide social housing. The receipt 
of market-based rental from these properties is incidental to 
holding them. 

These properties are held for service delivery objectives as part 
of Council’s social housing policy. The properties are therefore 
accounted for as property, plant, and equipment rather than 
investment property.

RESTRICTIONS

Various properties held by the council have restrictions on the use 
of proceeds generated from them including the sales proceeds. 
These proceeds may only be applied to specified purposes, 
generally being to benefit the Clutha region. 

B2	 INTANGIBLE ASSETS 

 ACCOUNTING POLICY

INITIAL RECOGNITION AND SUBSEQUENT 
MEASUREMENT

Purchased intangible assets are initially recognised at cost. For 
internally generated intangible assets, the cost includes direct 
employee costs, a reasonable portion of overhead, and other direct 
costs that are incurred within the development phase of the asset. 
Intangible assets acquired at no cost are initially recognised at fair 

value where they can be reliably measured. After initial recognition, 
intangible assets are carried at cost less any accumulated 
amortisation and accumulated impairment losses, if any.

USEFUL LIVES

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

Computer software 	 3 to 5 years 	 20% to 33.3%

DISPOSALS 

Gains and losses from the disposal of intangible assets are 
recognised in surplus or deficit.

IMPAIRMENT

Intangible assets are assessed annually for indicators of impairment. 
An impairment loss is recognised in surplus or deficit for the amount 
by which the asset’s carrying amount exceeds its recoverable 
amount. The recoverable amount is the higher of an asset’s fair 
value less costs to sell and its value in use.

C1	 BORROWINGS

ACCOUNTING POLICY

Borrowings are initially recognised at face value plus transaction 
costs and are subsequently measured at amortised cost using the 
effective interest rate method.

C2	 FINANCIAL INSTRUMENTS 

ACCOUNTING POLICY

FINANCIAL INSTRUMENTS

Financial assets and financial liabilities are recognised on the 
Statement of Financial Position when Council becomes a party 
to contractual provisions of the instrument.  Council is party to 
financial instruments as part of its normal operations. 

At initial recognition, Council measures a financial asset or 
financial liability at its fair value, plus or minus directly attributable 
transactions costs, in the case of a financial asset or financial liability 
not at fair value through surplus of deficit.

Financial assets are classified as either:

1. Amortised cost

2. Fair value through surplus or deficit (FVTSD), or

3. Fair value through other comprehensive revenue and expense 
(FVTOCRE)
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The classification of a financial asset depends on its cash flow 
characteristics and the Council’s management model for managing 
them. A financial asset is classified and subsequently measured at 
amortised cost if it gives rise to cash flows that are ‘solely payments 
of principal and interest (SPPI)’ on the principal outstanding and is 
held within a management model whose objective is to collect the 
contractual cash flows of the asset.

A financial asset is classified subsequently measured at FVTOCRE if it 
gives rise to cash flows that are SPPI and held within a management 
model whose objective is achieved by both collecting contractual 
cash flows and selling financial assets. Financial assets that do not 
meet the criteria to be measured at amortised cost or FVTOCRE are 
subsequently measured at FVTSD. However, the Council may elect 
at initial recognition to designate an equity investment not held for 
trading as subsequently measured at FVTOCRE.

SUBSEQUENT MEASUREMENT OF FINANCIAL 
ASSETS AT AMORTISED COST

Financial assets classified at amortised cost are subsequently 
measured at amortised cost using the effective interest method, 
less any expected credit losses. Where applicable, interest accrued 
is added to the investment balance. Instruments in this category 
include cash and cash equivalents, trade and other receivables, term 
deposits and borrower notes.

SUBSEQUENT MEASUREMENT OF FINANCIAL 
ASSETS AT FVTOCRE

Financial assets in this category that are debt instruments are 
subsequently measured at fair value with fair value gains and losses 
recognised in other comprehensive revenue and expense, except 
expected credit losses (ECL) and foreign exchange gains and losses 
are recognised in surplus or deficit. When sold, the cumulative gain 
or loss previously recognised in other comprehensive revenue 
and expense is reclassified to surplus and deficit. The Council does 
not hold any debt instruments in this category. Financial assets in 
this category that are equity instruments designated as FVTOCRE 
are subsequently measured at fair value with fair value gains and 
losses recognised in other comprehensive revenue and expense. 
There is no assessment for impairment when fair value falls below 
the cost of the investment. When sold, the cumulative gain or loss 
previously recognised in other comprehensive revenue and expense 
is transferred to accumulated funds within equity. The Council 
designates into this category all unlisted equity investments that 
are not included in its investment fund portfolio, and if they are 
intended to be held for the medium to long-term.

SUBSEQUENT MEASUREMENT OF FINANCIAL 
ASSETS AT FVTOCRE

Financial assets in this category are subsequently measured at 
fair value with fair value gains and losses recognised in surplus 
or deficit. Interest revenue and dividends recognised from 
these financial assets are separately presented within revenue. 
Instruments in this category include the Council’s derivative 
financial instruments and its managed investment portfolio.

EXPECTED CREDIT LOSS ALLOWANCE (ECL)

Council recognizes an allowance for ECL for all financial assets not 
classified as FVTSD. ECLs are the probability weighted estimate of 
credit losses, measured at the present value of cash shortfalls which 
is the difference between cash flows due to Council in accordance 
with the contract and the cash flows it expects to receive. ECLs are 
discounted at the effective interest rate of the financial asset.

ECLs are recognized in two stages. ECLs are provided for credit 
losses that result from default events that are possible within 
the next 12 months (12 month ECL). However if there has been a 
significant increase in credit risk since initial recognition, the loss 
allowance is based on losses possible for the remaining life of the 
financial assets (lifetime ECL).

When determining whether the credit risk of a financial asset has 
increased significant since initial recognition, Council considers 
reasonable and supportable information that is relevant without 
undue cost of effort. This includes analysis based on Council’s 
historical experience and information credit assessment and 
forward looking information.

Council considers a financial asset to be in default when the 
financial asset is more than 90 days past due.

FINANCIAL LIABILITIES

1. Amortised cost

2. Fair value through surplus or deficit

Financial liabilities are generally classified and measured at 
amortised cost, unless they meet the criteria for classification at 
FVTSD.

A financial liability is classified as FVTSD if it meets one of the 
following conditions:

•	 It is held for trading, or

•	 It is designated as at FVTSD

A financial liability is classified as held for trading if:

•	 It has been acquired principally for the purpose of 			 
repurchasing in the near term, or

•	 On initial recognition it is part of a portfolio or identified 		
financial instruments that are managed together and for 		
which there is evidence of recent actual pattern of short term 
profit taking, or

•	 It is a derivative, except for a derivative that is a financial 
guarantee contract or a designated and effective.

AC – Amortised cost; FVTSD – Fair sale through surplus and deficit, 
FVTOCRE - Fair value through other comprehensive revenue and 
expense.
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DERIVATIVE FINANCIAL INSTRUMENTS

The Council uses derivative financial instruments, such as 
interest rate swaps to mitigate risks associated with interest rate 
fluctuations. The council does not hold or issue derivative financial 
instruments for trading purposes. Derivative financial instruments 
are initially recognised at fair value on the date on which a 
derivative contract is entered into and are subsequently remeasured 
to fair value. Any gains or losses arising from changes in the fair 
value of derivatives are taken directly to surplus or deficit, except for 
the effective portion of derivatives designated in cash flow hedges.

Derivatives are carried as assets when their fair value is positive and 
as liabilities when their fair value is negative.

Derivative assets and derivative liabilities are classified as current 
when the maturity is 12 months or less from balance date or non-
current when the maturity is more than 12 months from balance 
date.

C3	 OTHER FINANCIAL ASSETS

ACCOUNTING POLICY

The council’s other financial assets are initially recognised at fair 
value plus transaction costs unless they are carried at fair value 
through surplus or deficit in which case the transaction costs are 
recognised in surplus or deficit.

Other financial assets of the council include wholesale Nikko funds, 
borrower notes and unlisted shares.

The accounting policies on classification of these financial assets for 
the purpose of measurement are outlined in Note C4. 

BORROWER NOTES

Borrower notes are subordinated convertible debt instruments that 
the council subscribes for in an amount equal to 2.5% of the total 
borrowing from LGFA. LGFA will redeem borrower notes or convert 
to equity under specific circumstances when the council’s related 
borrowings are repaid or no longer owed to LGFA.

The fair value of borrower notes is calculated using the discounted 
cashflow method. The significant input used in the fair value 
measurement of borrower notes is the forward interest rate yield 
curve.

C4	 FAIR VALUE AND 
CLASSIFICATION OF 
FINANCIAL INSTRUMENTS

 ACCOUNTING POLICY

The fair values of financial assets and financial liabilities are 
determined as follows:

•	 The fair value of financial assets and financial liabilities with 
standard terms and conditions and traded on active liquid 
markets are determined with reference to quoted market 
prices; and

•	 The fair value of other financial assets and financial liabilities 
are determined in accordance with generally accepted pricing 
models based on discounted cash flow analysis using prices 
from observable current market transactions.

•	 Due to the immaterial size and nature of the Council’s 
investment in the LGFA, the Council has estimated the fair 
value of this investment based on the LGFA’s net asset backing 
at 30 June.

The carrying amount of financial assets and financial liabilities 
are recorded at amortised cost in the financial statements which 
approximates their fair values. 

FAIR VALUE MEASUREMENTS RECOGNISED IN THE 
STATEMENT OF COMPREHENSIVE REVENUE AND 
EXPENDITURE

The following table provides an analysis of financial instruments 
that are measured subsequent to initial recognition at fair value, 
reconciled into levels 1 to 3 based on the degree to which the fair 
value is observable:

•	 Level 1 fair value measurements are those derived from quoted 
prices (unadjusted) in active markets for identical assets or 
liabilities;

•	 Level 2 fair value measurements are those derived from inputs 
other than quoted prices included within Level 1 that are 
observable for the asset or liability, either directly (i.e. as prices) 
or indirectly (i.e. derived from prices); and

•	 Level 3 fair value measurements are those derived from 
valuation techniques that include inputs for the asset or 
liability that are not based on observable market data 
unobservable inputs).

Refer to Note C2 and C3 for the valuation techniques used to 
value derivative financial instruments and other financial assets, 
respectively. 

For the purpose of measurement, the council’s financial assets and 
liabilities are classified into categories. The classification depends 
on the purpose for which the financial assets and liabilities are held. 
Management determines the classification of financial assets and 
liabilities and recognises these at fair value at initial recognition. 
Subsequent measurement and the treatment of gains and losses are 
presented below:

Categories Subsequent 
measurement

Treatment of gains 
and losses

Fair value through 
surplus or deficit

Fair value Surplus or deficit

Loans and 
receivables

Amortised cost 
less provision for 
impairment

Surplus or deficit
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Categories Subsequent 
measurement

Treatment of gains 
and losses

Available for sale 
financial assets

Fair value

Other 
comprehensive 
revenue and 
expenditure

Financial liabilities 
at amortised cost

Amortised cost Surplus or deficit

Held to maturity 
financial assets

Amortised cost 
less provision for 
impairment

Surplus or deficit

Council does have financial assets for purposes of trading. Council 
has listed investments in managed funds and unit trusts that are 
designated on initial recognition at fair value through surplus or 
deficit. This is because the performances of these groups of assets 
are managed, and performance evaluated, on a fair value basis, 
in accordance with Council’s investment management policy. 
Derivatives are, by their nature, categorised as held for trading 
unless they are designated into a hedge relationship for which 
hedge accounting is applied.

Financial assets and liabilities are offset, and the net amount 
reported in the statement of financial position when offset is 
legally enforceable and there is an intention to settle on a net basis. 
Revenue and expenditures arising as a result of financial instrument 
earnings or fair value adjustments are recognised as a net result for 
like items.

Derivatives are, by their nature, categorised as fair value through 
surplus or deficit unless they are designated into a hedge 
relationship for which hedge accounting is applied. 

Financial assets and liabilities are offset, and the net amount 
reported in the statement of financial position when offset is 
legally enforceable and there is an intention to settle on a net basis. 
Revenue and expenses arising as a result of financial instrument 
earnings or fair value adjustments are recognised on a net-basis for 
like items.

D1	 CASH AND CASH 
EQUIVALENTS

ACCOUNTING POLICY

Cash and cash equivalents are made up of cash on hand, on-
demand deposits and other short-term highly liquid investments, 
net of bank overdraft classified under current liabilities. The 
carrying value of cash at bank and short-term deposits with original 
maturities less than three months approximates their fair value.

D2	 RECEIVABLES AND 
PREPAYMENTS

ACCOUNTING POLICY 

Receivables are initially recognised at fair value and subsequently 
measured at amortised cost using the effective interest method, less 
any provision for impairment.

ASSESSMENT FOR UNCOLLECTABILITY

Council does not normally provide for any uncollectability on rates 
receivable, as it has various powers under the Local Government 
(Rating) Act 2002 to recover any outstanding debts. These powers 
allow Council to commence legal proceedings to recover any rates 
that remain unpaid four months after due date for payment. If 
payment has not been made within three months of the Court’s 
judgment, then Council can apply to the Registrar of the High Court 
to have the judgment enforced by sale or lease of the rating unit.

Ratepayers can apply for payment plan options in special 
circumstances. Where such repayment plans are in place, debts are 
discounted to their present value of future payments if the effect of 
discounting is material.

Council provides for impairment on rates receivables only for 
abandoned land and properties at rating sales with little chance of 
recovery.

Council provides for impairment on rates receivables only for 
abandoned land and properties at rating sales with little chance of 
recovery.

In measuring ECLs, receivables have been grouped into rates 
receivables, and other receivables, and assessed on a collective basis 
as they possess shared credit risk characteristics. They have then 
been grouped based on the days past due. 

A provision matrix is then established based on historical credit 
loss experience, adjusted for forward looking factors specific to the 
debtors and the economic environment. A receivable is considered 
to be uncollectable when there is evidence that the amount due 
will not be fully collected. The amount that is uncollectable is the 
difference between the amount due and the present value of the 
amount expected to be collected. Receivables are generally short 
term and non-interest bearing. Therefore, the carrying value of 
receivables approximates their fair value.

All past due balances are considered collectable (except those 
specific debtors identified as requiring an impaired credit loss) 
However Council applies a simplified approach to measuring 
expected credit losses.

Council holds no other collateral as security or other credit 
enhancements over receivables that are either past due or 
uncollectable.

All receivables more than 30 days in age are considered to be past 
due. 

Other than NZTA, Council has no significant concentrations of credit 
risk, as it has a large number of credit customers, mainly ratepayers. 
Council believes no further credit provision is required in excess of 
the allowance for doubtful debts.
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D3 PAYABLES AND ACCRUALS

 ACCOUNTING POLICY 

Current payables and accruals represent amounts payable within 
12 months of balance date and are recognised at cost. Current 
payables and accruals are non-interest bearing and normally settled 
on 30-day terms; therefore, the carrying value approximates fair 
value.

Non-current payables and accruals represent amounts payable 
more than 12 months from balance date and are measured at the 
present value of the estimated future cash outflows. 

D4	 EMPLOYEE ENTITLEMENTS

 ACCOUNTING POLICY 

Employee entitlements to be settled within 12 months of balance 
date are reported at the amount expected to be paid within current 
liabilities. The liability for long-term employee entitlements is 
measured at the present value of estimated future cash outflows 
and is reported within non-current liabilities.

D5	 PROVISIONS

ACCOUNTING POLICY 

Provisions are recognised in the Statement of Financial Position 
where the council has a present legal or constructive obligation as 
a result of  past events, it is probable that an outflow of resources 
will be required to settle the obligation, and the amount can be 
estimated reliably.

Provisions are measured at the present value of the expected future 
cash outflows required to settle the obligation. The increase in the 
provision due to the passage of time is recognised as finance cost in 
surplus or deficit.

JUDGEMENTS AND ESTIMATES 

The consent for the Mt. Cooee landfill expired in September 2023. A 
new closure plan was submitted to Otago Regional Council (ORC) to 
enable continued operation, until the consent has been processed. 
The new consent is expected to be granted shortly

Despite the ongoing progression of the new consent application, 
Council’s Mt Cooee landfill area is critically close to capacity. An 
updated capacity report showed Council that there was less space 
than initially forecast.

Council has also budgeted for the further extension of the current 
landfill as well as the construction of a transfer station in 2025/26. 
The extension provides additional capacity for between 10 and 16 
months.  This should be sufficient time for the consent to be lodged 
and approved.  

Council is taking immediate action to ensure continuity of waste 
management services by accelerating the planned Mount Cooee 
upgrades, including the concrete pad component of the transfer 
station. This modification is part of the concept design to prevent 
users from accessing the landfill face and will be a feature of Mt 
Cooee. This will improve the service to our customers.  

In the event that other risks occur, and the landfill reaches capacity, 
the only solution is to function Mt Cooee as a transfer station, bulk 
the waste and transfer it to a 3rd party landfill such as Southland 
or Dunedin.  This is the least desirable outcome, and our plans are 
about minimizing the need at all or if required minimize the period 
of time. 

D6	 RATEPAYER EQUITY

ACCOUNTING POLICY 

Ratepayer equity is the community’s interest in the council. 

Ratepayer equity has been classified into various components to 
identify those portions of equity held for specific purposes: 

•	 Accumulated funds;

•	 Restricted reserves;

•	 Property revaluation reserve; and

•	 Fair value through other comprehensive revenue and 
expenditure reserve.

RESTRICTED RESERVES

Restricted reserves are a component of equity generally 
representing a particular use to which various parts of equity have 
been assigned. Reserves may be legally restricted or created by 
Council.

Restricted reserves include those subject to specific conditions 
accepted as binding by Council and which may not be revised by 
Council without reference to the Courts or a third party. Transfers 
from these reserves may be made only for certain specified 
purposes or when certain specified conditions are met.

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

PROPERTY REVALUATION RESERVE

This reserve relates to the revaluation of property, plant, and 
equipment to fair value.
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FAIR VALUE THROUGH OTHER COMPREHENSIVE 
REVENUE AND EXPENSE RESERVE

This reserve comprises the cumulative net change in the fair value 
of assets classified as fair value through other comprehensive 
revenue and expenditure.

CAPITAL MANAGEMENT

For the purpose of the council’s capital management, the council’s 
capital is its ratepayer equity, which comprises contributed equity, 
reserves, and accumulated funds. Equity is represented by net 
assets. The Local Government Act 2002 (the LGA 2002) requires the 
council to manage revenue, expenses, assets, liabilities, and general 
financial dealings prudently and in a manner that promotes the 
current and future interests of the community. Ratepayer equity is 
largely managed as a by-product of managing revenue, expenses, 
assets, liabilities, and general financial dealings.

In addition, the Local Government (Financial Reporting and 
Prudence) Regulations 2014 sets out a number of benchmarks for 
assessing whether the council is managing revenue, expenses, 
assets, and liabilities prudently. 

The objective of managing the council’s capital is to achieve 
intergenerational equity, which is a principle promoted in the Act 
and applied by the council. Intergenerational equity requires today’s 
ratepayers to meet the cost of using the council’s assets and not 
expecting them to meet the full cost of long-term assets that will 
benefit ratepayers in future generations.

To achieve this objective, the council have asset management 
plans in place for major classes of assets detailing renewal and 
maintenance programmes to minimise the likelihood of ratepayers 
in future generations being required to meet the costs of deferred 
renewals and maintenance.

An additional objective of capital management is to ensure that the 
expenditure identified in the 10-year budget and annual budget 
are met in the manner set out in these budgets. The LGA 2002 
requires the council to make adequate and effective provision in 
the 10-year budget and annual budget to meet the expenditure 
needs identified in those budgets. It sets out factors that the council 
is required to consider when determining the most appropriate 
sources of funding for each of the council’s activities.

The sources and levels of funding are set out in the funding and 
financial policies of the 10-year budget. The council monitors 
actual expenditure incurred against the 10-year budget and annual 
budget.

D7 	 DEVELOPMENT PROPERTY

 ACCOUNTING POLICY 

Development Properties are measured at the lower of cost and 
net realisable value. Net realisable value represents the estimated 

selling price for the development properties less all estimated costs 
to make the sale.

E1 CONTINGENCIES, 
COMMITMENTS, AND 
SUBSEQUENT EVENTS

 ACCOUNTING POLICY

The Council does not recognise contingent liabilities and contingent 
assets in the prospective financial statements due to their 
uncertainty or the fact that they cannot be reliably measured.

Disclosures are provided for as follows:

• Contingent liabilities are disclosed unless the possibility that these 
will crystallise is remote; and

• Contingent assets are only disclosed when it is probable that they 
will crystallise.

Contingent liabilities and assets are assessed continually to ensure 
that developments are appropriately reflected in the prospective 
financials.


