Kaikoura District Council Annual Report 2007/2008

Notes to the Fuiiancelal Statements

1 Cash and Cash Equivalents

2008 2007 2008 2007

PARENT PARENT GROUP GROUP

$ $ $ $

Cash at bank and in hand 610,628 383,966 635,084 412,351
Bank deposits maturing within 3 months 2,083,922 1,524,504 2,083,922 1,524,504
Marlborough Forestry bank accounts 148,314 156,115 148,314 156,115
2,842,864 2,064,585 2,867,320 2,092,970

The carrying value of short-term deposits with maturity dates of three months or less approximates their
fair value. The total value of cash and cash equivalents that can only be used for a specific purpose as

outlined by the relevant resolutions by Council is $3,064,111

Cash and bank overdrafts include the following for the purpose of the cash flow statement.

2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Cash at bank and in hand 610,628 383,966 635,084 412,351
Bank deposits maturing within 3 months 2,083,922 1,524,504 2,083,922 1,524,504
Marlborough Forestry bank accounts 148,314 156,115 148,314 156,115
Bank Overdrafts - - (39,782) (93,295)
2,842,864 2,064,585 2,827,538 1,999,675

2 Trade and Other Receivables
2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Rates receivables 305,270 217,787 305,270 217,787
Debtor receivables 314,671 288,864 340,708 315,125
Debtor accruals 285,092 160,914 285,092 160,914
Work in progress 22,604 27,240 22,604 27,240
927,637 694,805 953,674 721,066
Less provision for impairment of (89,688) (71,910) (89,688) (71,910)

receivables

837,949 622,895 863,986 649,156
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The carrying value of trade and other receivables approximates their fair values. There is no concentration
of credit risk with respect to receivables outside the group, as the group has a large number of customers.

Council does not provide for impairment on rates receivables (with the exception of rates on Maori
freehold land), as it has various powers under the Local Government (Rating) Act 2002 to recover any
outstanding debts. Ratepayers can apply for payment plan options in special circumstances. Where such
payment plans are in place debts are discounted to the present value of future repayments.

These powers allow Council to commence legal proceedings to recover any rates that remain unpaid 4
months after the due date for payment. If payment has not been made within 3 months of the Court’s
judgement, then the Council can apply to the High Court to have the judgement enforced by sale or lease

of the rating unit.

As of 30 June 2008 and 2007, all overdue receivables, including rates receivable where it applies to Maori
freehold land, have been assessed for impairment and appropriate provisions applied. Council holds no
collateral as security or other credit enhancements over receivables that are either past due or impaired.

Movements in the provision for impairment of receivables are as follows:

2008 2007 2008 2007

PARENT PARENT GROUP GROUP

$ $ $ $

At 1 July 71,910 28,127 71,910 28,127
Additional provisions 22,520 43,783 22,520 43,783
Receivables written off (4,742) - (4,742) -
89,688 71,910 89,688 71,910

The impairment provision on receivables has been calculated based on expected losses for Council’s pool
of debtors. Expected losses have been determined based on a review of specific debtors. No provision

has been made for collective impairment.

Individually impaired receivables have been determined to be impaired because of the significant financial
difficulties being experienced by the debtor. All individually impaired receivables relate to receivables

past 120 days overdue.

2008 2007 2008 2007

PARENT PARENT GROUP GROUP

$ $ $ $

Not past due - - - -
Past due 1-60 days - - - -
Past due 61-120 days - - - -
Past due > 120 days 89,688 71,910 89,688 71,910
89,688 71,910 89,688 71,910
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The status of receivables as at 30 June 2008 and 2007 are detailed below:

2008 2007

Gross = Impairment Net Gross . Impairment Net

Parent
Not past due 415,821 - 415,821 309,428 - 309,428
Past due 1-60 days 117,983 - 117,983 153,383 - 153,383
Past due 61-120 days 117,215 - 117,215 109,830 - 109,830
Past due > 120 days 276,618 (89,688) 186,930 122,164 (71,910) 50,254
927,637 (89,688) 837,949 694,805 (71,910) 622,895

Group
Not past due 441,858 - 441,858 335,689 - 335,689
Past due 1-60 days 117,983 - 117,983 153,383 - 153,383
Past due 61-120 days 117,215 - 117,215 109,830 - 109,830
Past due > 120 days 276,618 (89,688) 186,930 122,164 (71,910) 50,254
953,674 (89,688) 863,986 721,066 (71,910) 649,156

3 Prepayments & Inventory

2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Insurance 29,709 60,445 29,709 60,445
Subscriptions and Other 30,692 24,034 30,692 24,034
Marlborough Regional Forestry 4,782 3,621 4,782 3,621
65,183 88,100 65,183 88,100
Inventory - - 9,111 -
65,183 88,100 74,294 88,100

The Kaikoura Enhancement Trust holds $9,111 worth of material bags as part of its “Fantastic, No

Plastic” initiative.
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4 Other Financial Assets

Sinking Funds are established for each of Councils loans, and these are used to repay the loan at maturity.
Any difference between the loan and the sinking fund will be refinanced. Parent balances do not differ
from group balances for each of the financial years.

The fair value of sinking funds are determined by reference to published price quotations in an active

market.
2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Current Portion
Held to Maturity
Public Trust Sinking Funds 223,640 425,058 223,640 425,058
Term Deposits 463,000 848,684 463,000 848,684
Total Current Portion 686,640 1,273,742 686,640 1,273,742
Non Current Portion
Held to Maturity
Public Trust Sinking Funds 229,126 183,528 229,126 183,528
229,126 183,528 229,126 183,528
Total Financial Assets 915,766 1,457,270 915,766 1,457,270
There were no impairment provisions for other financial assets.
2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Short term deposits (with maturities of 463,000 848,684 463,000 848,684
4-12 months) average maturity 120
days
Other investments maturing within 1 223,640 425,058 223,640 425,058
year
Other investments maturing after 1 229,126 183,528 229,126 183,528
- year, but less than five years _
915,766 1,457,270 915,766 1,457,270
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5 Forestry Assets
2008 2007
PARENT & PARENT &
GROUP GROUP
$ $
Balance 1 July 3,237,477 3,457,121
Increases due to purchases 46,248 58,244
Gains/(Losses) arising from changes in fair value and (146,801) (277,888)
harvesting of crops
Gains/(Losses) arising from changes in fair value attributable 340,603 -
to physical changes
Gains/(Losses) arising from changes in fair value attributable (568,708) -
to price changes
Decreases due to sales (harvest) (324,483) -
2,583,334 3,237,477

The valuation provided in 2007/ 2008 attributes fair value to physical and price changes, the 2006/ 2007

valuation combines these effects.

Marlborough Regional Forestry Joint Venture

Through its joint venture agreement on the Marlborough Regional Forestry, Council has an 11.50%
interest in the forestry investments owned by the joint venture. Of Council’s share of Marlborough
Regional Forestry, 13.37% is held on behalf of Environment Canterbury. The forestry assets are at

varying stages of maturity.

The joint venture continued its normal logging activity during the year, Council’s share of the sales

revenue was $403,539 (2007: $402,730).

Clarence and South Bay Forestry Investments

The Council leases 324 hectares of forest at Clarence and owns 8 hectares of forest at South Bay. These
are at varying stages of maturity. Council did not harvest any logs in 2008, therefore logging sales from
the Clarence forest returned $nil during the year (2007: 3,979 tonnes of logs returned $146,923). A

payment of $1,446 has been received during the year being a residual claim from the logging contractor.

Independent registered valuers Merrill & Ring NZ annually value the Marlborough Regional Forestry
assets, and also the Clarence and South Bay forestry assets, at 30 June using the estate based net present
value method. A pre-tax discount rate of 8% has been used in discounting the present value of expected
cash flows. Forestry estate land and improvements owned by Marlborough Regional Forestry were valued
as at 30 June 2008 at fair value.

Financial risk management strategies

The Council is exposed to financial risks arising from changes in timber prices. The Council is a long
term investor and does not expect timber prices to decline significantly in the foreseeable future, therefore
has not taken any measures to manage the risks of a decline in timber prices. Council reviews its outlook
for timber prices regularly in considering the need for active financial risk management.
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6 Investment Property
2008 2007
PARENT & PARENT &
GROUP GROUP
$ $
Balance 1 July 4,383,000 3,837,000
Land reclassified as Investment Property (previously Land) 515,000 -
Additions 18,317 -
Disposals - -
Fair value gains/(losses) on valuation (157,317) 546,000
4,759,000 4,383,000
Current Portion
Investment Property for Sale 918,000 -
Non-Current Portion
Investment Property 3,841,000 4,383,000
4,759,000 4,383,000

Council’s Investment Properties are 25 Beach Road, 20 Beach Road, 94-96 West End, and the North
Wharf. In 2008 the vacant land behind 20 Beach Road has been reclassified as an investment property,
and that land plus 20 Beach Road are currently subject to a sale and purchase agreement. Investment
properties have been valued annually at fair market value by Sarah Rowse, (ANZIV, SPINZ), of Quotable
Values, as at 30 June, with the exception of the property held for sale.

7 Property, Plant & Equipment

The following pages state Council’s asset values as at 30 June. Land and Buildings were last valued as at
30 June 2007, by Sarah Rowse of Quotable Values, with subsequent additions stated at cost. Roading,
Stormwater, Water Supplies and Sewerage Systems were valued as at 30 June 2007 by Martin Dasler of
Connell Wagner, with subsequent additions stated at cost. Library Books were valued at 30 June 2007 by
the District Librarian and this value has been deemed cost as at that date. Marlborough Regional Forestry
PPE are valued annually. Council does not revalue its office equipment, plant and machinery, artworks, or
harbour assets.

Land values include restricted land, which are parks and reserves owned by the Council but cannot be
disposed of due to legal or other restrictions. In 2008 these have a carrying value of $5,704,800 (2007:
$5,704,800). Building values include buildings, playgrounds, and other structures, as well as restricted
buildings, that in 2008 have a carrying value of $715,864 (2007: $675,602).
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8 Trade and Other Payables

2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Trade payables and accruals 1,025,202 853,671 1,088,354 893,303
Marlborough Regional Forestry 99,631 125,829 99,631 125,810
Creditors
Historical Society liability 100,000 100,000 100,000 100,000
Finance lease liability - 726 - 726
1,224,833 1,080,226 1,287,985 1,119,839
Accounts payables are non-interest bearing and are normally settled on 30-day terms, therefore the
carrying value of trade and other payables approximates their fair value.
9 Employee Benefit Liabilities
2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Annual Leave provisions 84,570 77,243 99,538 96,712
Accrued Salaries & Wages 47,663 40,180 55,299 40,180
132,233 117,423 154,837 136,892
10 Provisions
2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Opening balance 1 July 44,494 43,371 44,494 43,371
Additional provision 98,424 - 98,424 -
Discount unwinding 324 1,123 324 1,123
143,242 44,494 143,242 44,494

Provision for landfill aftercare costs

Council gained resource consent to operate the landfill, and has responsibility under the consent to provide
ongoing maintenance and monitoring of the landfill after the site has closed until 2045.

The cash outflows for landfill post-closure are expected to occur between 2007 and 2045. The long-term
nature of the liability means that there are inherent uncertainties in estimating costs that will be incurred.
The provision has been estimated taking into account existing technology and using a discount rate of

8.30% (2007: 7.40%), and an inflation factor of 3%.
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11 Borrowings

2008 2007 2008 2007
PARENT PARENT GROUP GROUP
$ $ $ $
Current

Secured loans 1,761,000 1,356,000 1,797,044 1,377,655
Short term loan (cash advance) 130,000 100,000 130,000 100,000
Total current borrowings 1,891,000 1,456,000 1,927,044 1,477,655

Non Current
Secured loans 2,253,000 2,782,000 2,415,918 2,976,945
Total non-current borrowings 2,253,000 2,782,000 2,415,918 2,976,945
Total Borrowings 4,144,000 4,238,000 4,342,962 4,454,600

Fixed rate debt

Council’s secured debt of $4,014,000 (2007: $4,138,000) is issued at fixed rates of interest.

Security

Council’s loans are secured by negative pledge. Council manages its borrowings in accordance with its

funding and financial policies, which includes a Liability Management Policy. These policies have been
adopted as part of the Council’s Long Term Council Community Plan. Council has in place a committed
cash advance facility with the Bank of New Zealand, secured by negative pledge.

Maturity analysis and effective interest rates

The following is a maturity analysis of Council’s borrowings. There are no early repayment options.

2008 2007 2008 2007

PARENT PARENT GROUP GROUP

$ $ $ $

Less than one year 1,891,000 1,456,000 1,927,044 1,477,655

Weighted average effective interest 7.93% 7.01% 8.39% 7.01%

rate

Later than one year but not more 2,253,000 2,782,000 2,415,918 2,976,945
than five years

Weighted average effective interest 8.59% 7.99% 8.39% 7.99%

rate

Later than five years

Weighted average effective interest
rate

There is no significant difference in the carrying amount and the fair values of borrowings in each year.
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