Otorohanga District Council — Long Term Council Community Plan 2009/10 to 2018/19

Statement of Accounting Policies

Reporting Entity

Otorohanga District Council (ODC) is a territorial local authority
governed by the Local Government Act 2002.

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

Statement of Compliance

These prospective financial statements have been prepared in
accordance with NZ GAAP. They comply with NZ IFRS, and other
applicable Financial Reporting Standards, as appropriate for public
benefit entities.

The Long-term Community Council Plan (LTCCP) is in full compliance
with Financial Reporting Standard 42 (FRS 42) ‘ Prospective Financial
Statements’.

Basis of Preparation

The accounting policies set out below have been applied consistently
to all periods presented in these prospective financial statements.

The prospective financial statements have been prepared on a
historical cost basis, apart from the revaluation of land and buildings,
certain infrastructural assets and financial instruments, which are
stated at their fair value.

The prospective financial statements are presented in New Zealand
dollars and all values are rounded to the nearest dollar. The functional
and reporting currency of ODC is New Zealand dollars.
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Revenue

Revenue is measured at the fair value of consideration received or
receivable.

Rates revenue

Rates are set annually by a resolution from Council and relate to a
financial year. All ratepayers are invoiced within the financial year to
which the rates have been set. Rates revenue is recognised when
invoices are issued.

Other income

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

ODC receives government grants from Land Transport New Zealand,
which subsidises part of ODC’s costs in maintaining the local roading
infrastructure. The subsidies are recognised as revenue upon
entitlement as conditions pertaining to eligible expenditure have been
fulfilled.

Revenue from the rendering of services is recognised by reference to
the stage of completion of the transaction at balance date, based on
the actual service provided as a percentage of the total services to be
provided.

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

Interest income is recognised using the effective interest method.

Dividends are recognised as income when the rights to receive
payment have been established.
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Development and financial contributions are recognised as revenue
when Council provides, or is able to provide, the service for which the
contribution was charged. Otherwise development and financial
contributions are recognised as liabilities until such time the Council
provides, or is able to provide, the service. Development contributions
are classified as part of “Other Income”

Borrowing costs

Borrowing costs are recognised as an expense in the period in which
they are incurred.

Grant expenditure

Non-discretionary grants are those grants that are awarded if the grant
application meets the specified criteria and are recognised as
expenditure when an application that meets the specified criteria for
the grant has been received.

Discretionary grants are those grants where ODC has no obligation to
award on receipt of the grant application and are recognised as
expenditure when a successful applicant has been notified of the
ODC'’s decision.

Operating Leases

An operating lease is a lease that does not transfer substantially all
the risks and rewards incidental to ownership of an asset. Lease
payments under an operating lease are recognised as an expense on
a straight-line basis over the lease term.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at
call with banks and other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts.
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Bank overdrafts are shown within borrowing in current liabilities in the
Balance Sheet.

Financial Assets

ODC classifies its financial assets into the following four categories:
financial assets at fair value through profit or loss, held-to-maturity
investments, loans and receivables and available for sale financial
assets. ODC currently only has loans and receivables and available
for sale financial assets. The classification depends on the purpose for
which the investments were acquired. Management determines the
classification of its investments at initial recognition and re-evaluate
this designation at every reporting date.

Financial assets are initially recognised at fair value plus transaction
costs except for those financial assets classified as fair value through
profit and loss. Financial liabilities are recognised initially at fair value
net of transaction costs.

Purchases and sales of investments are recognised on trade-date, the
date on which ODC commits to purchase or sell the asset. Financial
assets are derecognised when the rights to receive cash flows from
the financial assets have expired or have been transferred and the
ODC has transferred substantially all the risks and rewards of
ownership.

The fair value of financial instruments traded in active markets is
based on quoted market prices at the balance sheet date. The quoted
market price for an asset held or liability to be issued is the current bid
price and for an asset to be acquired or liability held, the asking price.

Investments in equity instruments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured shall be measured at cost.

The categories of financial assets held by ODC are:

Loans and receivables
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These are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market.

After initial recognition they are measured at amortised cost using the
effective interest method. The effective interest rate method is a
method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash
receipts through the expected life of a financial asset or where
appropriate, a shorter period to the carrying amount of the financial
asset.

Gains and losses when the asset is impaired or derecognised are
recognised in the Income Statement. ‘Trade and other receivables’
and ‘Rural Housing loans’ are classified as loans and receivables.

A provision for impairment of receivables is established when there is
objective evidence that ODC will not be able to collect all amounts due
according to the original terms of receivables. The amount of the
provision is the difference between the assets carrying amount and
the present value of estimated future cash flows, discounted using the
effective interest method.

Available for sale financial assets

Available for sale financial assets are those that do not fall into any
other financial instrument category.

This category encompasses:

/? Investments that ODC intends to hold long-term but which may
be realised before maturity; and

/? Shareholdings that ODC holds for strategic purposes.

After initial recognition the shareholdings in listed companies are
measured at their fair value.
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Gains and losses are recognised directly in equity except for
impairment losses, which are recognised in the Income Statement. In
the event of impairment, any cumulative losses previously recognised
in equity will be removed from equity and recognised in Income
Statement even though the asset has not been derecognised.

On derecognition the cumulative gain or loss previously recognised in
equity is recognised in the Income Statement.

Impairment of financial assets

At each balance sheet date ODC assesses whether there is any
objective evidence that a financial asset or group of financial assets is
impaired. Any impairment losses are recognised in the Income
Statement.

Development Property Held For Sale

Development Property Held for Sale is measured at the lower of their
carrying amount and fair value less costs to sell.

Any impairment losses for write-downs of Development Property Held
For Sale are recognised in the Income Statement.

Any increases in fair value (less costs to sell) are recognised up to the
level of any impairment losses that have been previously recognised.

Property, plant and equipment

Property, plant and equipment consist of:

/’ Operational assets — These include land, buildings, landfill post
closure, library books, plant and equipment, and motor
vehicles.

@ Restricted assets — Restricted assets are parks and reserves
owned by ODC which provide a benefit or service to the
community and cannot be disposed of because of legal or
other restrictions.
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/’ Infrastructure assets — Infrastructure assets are the fixed utility
systems owned by ODC. Each asset class includes all items
that are required for the network to function, for example,
sewer reticulation includes reticulation piping and sewer pump
stations.

Property, plant and equipment is shown at cost or valuation, less
accumulated depreciation and impairment losses.

Additions

The cost of an item or property, plant and equipment is recognised as
an asset if, and only if, it is probable that future economic benefits or
service potential associated with the item will flow to ODC and the
cost of the item can be measured reliably.

In most instances, an item of property, plant and equipment is
recognised at cost. Where an asset is acquired at no cost, or for a
nominal cost, it is recognised at fair value as at the date of acquisition.

Disposals

Gains and losses on disposals are determined by comparing the
proceeds with the carrying amount of the asset. Gains and losses on
disposals are included in the Income Statement. When revalued
assets are sold, the amounts included in asset revaluation reserves in
respect of those assets are transferred to retained earnings.

Subsequent costs

Costs incurred subsequent to initial acquisition are capitalised only
when it is probable that future economic benefits or service potential
associated with the item will flow to ODC and the cost of the item can
be measured reliably.

Depreciation

Depreciation is provided on a straight-line basis or diminishing value
basis on all property, plant and equipment other than land, at rates
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that will write off the cost (or valuation) of the assets to their estimated
residual values over their useful lives. The useful lives and associated
depreciation rates of major classes of assets have been estimated as
follows:
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Useful Life | Depreciation Rate
(Years)
Buildings — Concrete 100 1%
Buildings — Wooden 40 2.5%
Improvements 20 5%
Vehicles 6.6 15%
Computers 3-4 25-33.33%
Office Equipment 4-10 10-25% DV
Furniture/ Fixtures 10 10% DV
Library Books 6.6 15% DV
Plant and Machinery 2.5-3 33.33-40%
Water Treatment
Piping 36-80 1.25-2.7%
Equipment 2-50 2-50%
Other 20 5%
Water Reticulation
Piping 5-80 1.25-20%
Equipment 5-30 3.33-20%
Other 25 4%
Wastewater
Piping 14-80 1.25-7.14%
Equipment 3-60 1.66-33%
Other 19-37 2.7-5.26%

~ _ OTOROHANGA

///« im rrrrrrrrrrrr

make the kiwi connection

151

Useful Life | Depreciation Rate
(Years)
Stormwater
Piping 13-80 1.25-7.7%
Equipment 8-60 1.66-12.5%
Other 25 4%
Roading
Pavement
(Basecourse) 1-60 1.66-100%
Sealed 1-6 16.5-100%
Unsealed 1-15 6.7-100%
Seal 10-80 1.25-10%
Culverts 12-94 1-8.5%
Bridges
Kerb & Channel/ 45 2.2%
Catchpits 20-55 1.8-5%
Footpaths 5-46 2-20%
Streetlights 5.20 5-20%
Signposting 3.7 14.3 -33.3%
Delineators/ RPMs

The residual value and useful life of an asset is reviewed, and

adjusted if applicable, at each financial year-end.
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Revaluation

Those asset classes that are revalued are valued on a three yearly
valuation cycle on the basis described below. All other asset classes
are carried at depreciated historical cost. The carrying values of
revalued items are reviewed at each balance date to ensure that those
values are not materially different to fair value. If there is a material
difference, then the off-cycle asset classes are revalued. All valuations
are completed during the year they take effect, and take effect from
the 1% of July in that financial year.

Operational land and buildings

At fair value as determined from market-based evidence by an
independent valuer. The most recent valuation was performed by
Quotable Value (Registered Valuers) and the valuation took effect in
the financial year ended 30 June 2009.

Restricted land and buildings

At fair value as determined from market-based evidence by an
independent valuer. The most recent valuation was performed by
Quotable Value (Registered Valuers), and the valuation took effect in
the financial year ended 30 June 2009.

Infrastructural asset classes: roads, water reticulation, sewerage
reticulation and stormwater systems:

At fair value determined on a depreciated replacement cost basis by
sufficiently experienced in-house engineering staff. The valuation was
independently reviewed and confirmed to have met the appropriate
valuation and financial reporting standards, and deemed suitable for
inclusion in the prospective financial statements by Maunsell
(Registered Valuers). The most recent valuation took effect in the
financial year ended 30 June 2009.
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Land under roads

Land under roads, was valued based on land value of land within the
ward the road is in. This valuation was performed by Darroch
Valuations (Registered Valuers) and the valuation took effect in the
financial year ended 30 June 2009.

Accounting for revaluations

ODC accounts for revaluations of property, plant and equipment on a
class of asset basis.

The results of revaluing are credited or debited to an asset revaluation
reserve for that class of asset. Where this results in a debit balance in
the asset revaluation reserve, this amount is rather expensed in the
Income Statement. Any subsequent increase on revaluation that off-
sets a previous decrease in value recognised in the Income Statement
will be recognised first in the Income Statement up to the amount
previously expensed, and then credited to the revaluation reserve for
that class of asset.

Intangible assets

Software acquisition

Acquired computer software licences are capitalised on the basis of
the costs incurred to acquire and bring to use the specific software.
Costs associated with maintaining computer software are recognised
as an expense when incurred.

Amortisation

The carrying value of an intangible asset with a finite life is amortised
on a straight-line basis over its useful life. Amortisation begins when
the asset is available for use and ceases at the date that the asset is
derecognised. The amortisation charge for each period is recognised
in Income Statement.

The useful lives and associated amortisation rates of major classes of
intangible assets have been estimated as follow:
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Computer software 3 years 33.3%

Impairment of non-financial assets

Non-financial assets that have an indefinite useful life are not subject
to amortisation and are tested annually for impairment. Assets that
have a finite useful life are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognised for the amount
by which the assets carrying amount exceeds its recoverable amount.
The recoverable amount is the higher of an assets fair value less
costs to sell and value in use.

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

The value in use for cash-generating assets is the present value of
expected future cash flows.

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

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

The reversal of an impairment loss on a revalued asset is credited to
the revaluation reserve. However, to the extent that an impairment
loss for that class of asset was previously recognised in Income
Statement, a reversal of the impairment loss is also recognised in the
Income Statement.
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For assets not carried at a revalued amount the reversal of an
impairment loss is recognised in the Income Statement.
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Employee benefits

Short-term benefits

Employee benefits that ODC expects to be settled within 12 months of
balance date are measured at nominal values based on accrued
entitlements at the rates expected to apply at the time of settlement.

These include salaries and wages accrued up to balance date, annual
leave earned to, but not yet taken at balance date, retiring and long
service leave entitlements expected to be settled within 12 months,
and sick leave.

ODC recognises a liability for sick leave to the extent that absences in
the coming year are expected to be greater than the sick leave
entittements earned in the coming year. The amount is calculated
based on the unused sick leave entitlement that can be carried
forward at balance date, to the extent that ODC anticipates it will be
used by staff to cover those future absences.

Long-term benefits
Long service leave and retirement leave

Entitlements that are payable beyond 12 months, such as long service
leave, have been calculated on an actuarial basis. The calculations
are based on:

Likely future entittements accruing to staff, based on years of service,
years to entitlement, the likelihood that staff will reach the point of
entittement and contractual entitlements information; and

The present value of the estimated future cash flows. A discount rate
of 8.25%, and an inflation factor of 2.5% were used. The discount rate
is based on the weighted average of Government interest rates for
stock with terms to maturity similar to those of the relevant liabilities.
The inflation factor is based on the expected long-term increase in
remuneration for employees.
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Retirement leave is recorded at the time of entitlement of staff, as this
represents the amount that can be claimed at any time after
entitlement.

Superannuation schemes
Defined contribution schemes

Obligations for contributions to defined contribution superannuation
schemes are recognised as an expense in the Income Statement as
incurred. Defined contribution schemes includes Kiwisaver, where
legislation states that Council must contribute a matching contribution
to the employee of 2%.

Provisions

ODC recognise a provision for future expenditure of uncertain amount
or timing when there is a present obligation (either legal or
constructive) as a result of a past event, it is probable that
expenditures will be required to settle the obligation and a reliable
estimate can be made of the amount of the obligation. Provisions are
not recognised for future operating losses.

Provisions are measured at the present value of the expenditures
expected to be required to settle the obligation using a pre-tax
discount rate that reflects current market assessments of the time
value of money and the risks specific to the obligation. The increase in
the provision due to the passage of time is recognised as an interest
expense.

Borrowings

Borrowings are initially recognised at their fair value. After initial
recognition, all borrowings are measured at amortised cost using the
effective interest method net of transaction costs.
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Equity

Equity is the community’s interest in ODC and is measured as the
difference between total assets and total liabilities. Equity is
disaggregated and classified into a number of reserves.
The components of equity are:

 Retained earnings
Restricted reserves

Asset revaluation reserves

R I

Available for sale revaluation reserve

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 ODC.

Restricted reserves are those subject to specific conditions accepted
as binding by ODC and which may not be revised by ODC 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. The Council may alter them without references to any third
party of the Courts. Transfers to and from these reserves are at the
discretion of the Council.

The asset revaluation reserve arises on the revaluation of land,
buildings and infrastructural assets. Where a revalued land, building or
infrastructural asset is sold that portion of the asset revaluation
reserve which relates to that asset, and is effectively realised, is
transferred directly to retained earnings.

The available for sale revaluation reserve arises on the revaluation of
available for sale financial assets. Where a revalued asset is sold, the
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portion of the reserve that relates to that financial asset, and is
effectively realised, is recognised in profit or loss. Where a revalued
financial asset is impaired, the portion of the reserve that relates to
that financial asset is recognised in profit or loss.

ODC'’s objectives, policies and processes for managing capital are
described in the Treasury Management and Liability Management
policies.

Landfill post-closure costs

ODC, as operator of the Otorohanga and Kawhia closed landfills, has
a legal obligation under the resource consents to provide ongoing
maintenance and monitoring services at the landfill. A provision for
post-closure costs is recognised as a liability.

The provision is measured based on the present value of future cash
flows expected to be incurred, taking into account future events
including new legal requirements and known improvements in
technology.

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

Goods and Services Tax (GST)

All items in the prospective financial statements are stated exclusive
of GST, except for receivables and payables, which are stated on a
GST inclusive basis. Where GST is not recoverable as input tax then it
is recognised as part of the related asset or expense.

The net GST paid to, or received for the IRD, including the GST
relating to investing and financing activities, is classified as an
operating cash flow in the statement of cash flows.

Commitment and contingencies are disclosed exclusive of GST.

Cost Allocation
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ODC has derived the cost of service for each significant activity of
ODC using the cost allocation system outlined below.

Direct costs are those costs directly attributable to a significant
activity. Indirect costs are those costs, which cannot be identified in an
economically feasible manner, with a specific significant activity.

Direct costs are charged directly to significant activities. Indirect costs
are charged to significant activities using appropriate cost drivers such
as actual usage, staff numbers and floor area.

Trade and other payables

Trade and other accounts payable are recognised when ODC
becomes obliged to make future payments resulting from the
purchase of goods and services. Subsequent to initial recognition,
trade payables and other accounts payable are recorded at amortised
cost.

Financial Instruments issued by the Council

Debt and Equity instruments

Debt and equity instruments are classified as either liabilities or as
equity in accordance with the substance of the contractual
arrangement.

Interest and dividends

Interest and dividends are classified as expenses or as distributions of
profit consistent with the balance sheet classification of the related
debt or equity instrument.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are measured initially at their
fair value and are subsequently measured at the higher of the amount
of the obligation under the contract, as determined in accordance with
NZ 1AS-37 ‘Provisions, Contingent Liabilities and Contingent Assets’;
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and the amount initially recognised less, where appropriate,
cumulative amortisation recognised in accordance with NZ IAS-18
‘Revenue’.

Statement of Cashflows

Cashflows from operating activities are presented using the direct
method. Definitions of terms used in the Statement of cashflows:

Cash and cash equivalents includes cash in hand, deposits held at
call with banks and other short-term highly liquid investments with
original maturities of three months or less, and bank overdrafts.

Investing activities comprise the purchase and sale of property, plant
& equipment and investments.

Financing activities comprise the change in equity and debt capital
structure of ODC

Operating activities include all transactions and events that are not
investing or financing activities.

Critical accounting estimates and assumptions

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

Infrastructural assets

There are a number of assumptions and estimates used when
performing depreciated replacement cost (DRC) valuations over
infrastructural assets. These include:
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The physical deterioration and condition of an asset, for example the
Council could be carrying an asset at an amount that does not reflect
its actual condition. This is particularly so for those assets, which are
not visible, for example stormwater, wastewater and water supply
pipes that are underground. This risk is minimised by Council
performing a combination of physical inspections and condition
modelling assessments of underground assets;

Estimating and obsolescence or surplus capacity of an asset; and

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

Critical judgements in applying ODC'’s accounting policies
Management has exercised the following critical judgements in
applying the ODC's accounting policies for the period of the LTCCP:

Classification of property

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

ODC owns a number of investments in other companies. The
dividends received from these investments are incidental to holding
the investments. These investments are held for strategic purposes,
and are intended to be held for the long term. As such these
investments have been classified as available for sale financial assets.

Useful lives of Property, Plant and Equipment

The useful lives of property, plant and equipment have been
determined based on the asset management plans used during the
creation of the LTCCP. For infrastructural assets this has been based
on the information provided by the National Asset Management
Steering Group (NAMS) regarding the useful life of infrastructural
assets. For all other property, plant and equipment, the depreciation
schedules included in the Income Tax Act have been used as a basis
for setting the useful lives.
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Additional Financial Information

Balanced Budget Requirement

Section 100 of the Local Government Act 2002 states:

(1) A local authority must ensure that each year’'s projected
operating revenues are set at a level sufficient to meet that
year’s projected operating expenses.

(2) Despite subsection (1), a local authority may set projected
operating revenues at a different level from that required by
that subsection if the local authority resolves that it is
financially prudent to do so, having regard to:

(a) the estimated expenses of achieving and maintaining
the predicted levels of service provision set out in the
LTCCP, including the estimated expense associated
with maintaining the service capacity and integrity of
assets throughout their useful life; and

(b) the projected revenue available to fund the estimated
expenses associated with maintaining the service
capacity and integrity of assets throughout their useful
life;

(c) the equitable allocation of responsibility for funding the

provision and maintenance of assets and facilities
throughout their useful life; and

(d) the funding and financial policies adopted under section
102.

Council has decided not to fund depreciation on the following assets,
while this does not comply with the legislation, it is acceptable
providing appropriate community consultation has taken place.
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Community Facilities — Depreciation has not been funded on some of
these assets as they are considered non-strategic and will not be
replaced once they are no longer useful.

Waipa Rural Water Supply — After consultation with the Water Supply
Committee the decision was made not to fund depreciation. It was
considered that the scheme was relatively new with minimal renewal
work required over the next 20 years and consumers had also paid a
capital contribution to join the scheme. It is envisaged that sustaining
current income levels over the term of the LTCCP will result in
sufficient surpluses to fund desired capital expenditure.

2009/2010 | 2010/2011 | 2011/2012

$ $ $
Community Facilities
Community Halls 6,760 6,760 7,368
Kawhia Community Centre 6,150 6,150 6,704
Kawhia Wharf 10,000 10,000 10,900
Kawhia Housing for the 4.995 5013 5445
Elderly
Otorohanga Housing for the 26,000 26,250 28.340
Elderly

53,905 54,173 58,757
Waipa Rural Water Supply 40,532 41,143 44,423
Depreciation not funded 94,437 95,316 103,180
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Commitments and contingencies in 2009-19 LTCCP

During May 2004 the shareholders of Waikato Regional Airport
Limited (of which ODC has a 3.125% shareholding) authorised the
company to issue further shares totalling $21.6m to existing
shareholders.

This capital restructure was part of the WRAL Airport Development
and has allowed WRAL to borrow at commercially favourable interest
rates.

Council has recorded a contingent liability for $375,000 for uncalled
capital in the financial statements.

With the loss of Air New Zealand as the international carrier, the
resulting significant impact on operating revenues, and the
requirement to meet banking covenants, a portion of this uncalled
capital has been called up from all 5 shareholders, and has been
included in the LTCCP adopted by Council in June 2009.

LTCCP information

This LTCCP has been authorised for issue on 21%' of April 2009, and
was authorised for issue by the Council.

The Council, who are authorised to do so and believe that the
assumptions underlying these prospective financial statements are
appropriate, has approved the Long-term Council Community Plan for
distribution.

The Council and management of the Otorohanga District Council
accept responsibility for the preparation of their prospective financial
statements, including the appropriateness of the assumptions
underlying the prospective financial statements and all other required
disclosures.
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