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FINANCIAL OVERVIEW

FINANCIAL OVERVIEW
Council has reported a net surplus after tax of $20.3m for the 2004/05 financial year (2003/04, $6.2m) . The net surplus 
for 2004/05 includes non cash vested assets $11.4m, and capital subsidies/other capital contributions $12.1m used to 
fund capital expenditure.

The significant variances to the financial result for 2003/04 included: 
 •  rates levied were $73.3m, an increase of $3.0m over last year (2003/04, $70.3m), of which $1.8m was from city 

growth (new rateable properties)
 •  Transfund capital subsidies received were $5.0m, an increase of $2.3m over last year (2003/04, $2.7m). The major 

project for which subsidy was received was $2.5m for the Mill Street roading development
 •  2003/04 included a one off accounting writedown  of the library book collection asset of $4.34m
 •  the net operating cost of providing services excluding the depreciation allowance decreased by $2.8m to $49.6m 

compared to 2003/04. The significant item comprising this decrease was the previous year’s accounting writeoff 
on disposal of roading assets resulting from the asset renewal programme of $3.8m.

Interest cost incurred in servicing debt (excluding internal borrowing interest) increased to $6.91m (2003/04, $6.78m).

Overall net debt (including internal borrowing) increased to $135.2m (2003/04, $119.6m) due to loan funded capital 
expenditure.

Capital expenditure for the 2004/05 financial year was $49.7m (2003/04, $35.6m). A number of significant projects were 
undertaken during the 2004/05 financial year. These include the first year of the programme to upgrade the water treat-
ment station ($7.6m), construction of a new water reservoir in Hamilton South – including bulk watermains ($5.13m), 
construction of Horotiu Landfill stages 4 and 6 ($2.12m), major roading projects at Mill Street ($3.55m) and Thomas Road 
($1.02m), Wairere Drive/Resolution Drive bulk watermain ($1.05m), and new wastewater trunks in Rototuna ($0.50m).
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FINANCIAL OVERVIEW

FINANCIAL SUMMARY

The financial summary of key items from June 2002 to June 2005 is shown as follows:
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FINANCIAL OVERVIEW

CASH FLOW

The sources and uses of cash for the year ended 30 June 2005 is summarised as follows:

SOURCES OF CASH ($147.74M)

Rates 49.9%

Loans 15.4%

22.7% Fees & Charges

1.8% Other

5.4% Govt. Subsidies

Capital Contributions 4.8%

USES OF CASH ($147.65M)

23% Paymrnents to suppliers

Interest 4.7%

Capital Expenditure 32.2%

Loan Repayments 8.3%

Investments 2.2%

29.6% Salaries and Wages

NET DEBT

Council introduced an internal borrowing programme during the 2000/01 financial year. Rather than sourcing all its bor-
rowing externally, Council utilizes funds from reserves and working capital cash to reduce external borrowing and charges 
an internal interest rate on these funds, which is then added to the reserves.

Council has introduced a new policy of development and financial contributions as from 1 July 2005 which will provide a 
dedicated funding stream to support urban growth. In line with the introduction of this policy, Council has analysed the 
overall net debt based on sources of funding used to repay the principal and interest costs for subsequent years.

The graph below shows the net debt levels (including internal borrowing) from June 2002 to June 2005 and how it is 
funded in subsequent years.
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FINANCIAL OVERVIEW

Council has six key financial performance targets for the management of debt. These are:

1. The net debt shall not exceed 15 per cent of total equity.
   Council’s net debt (excluding internal borrowing) as at 30 June 2005 is $100.9m, compared with ratepayers’ equity 

of $1,564.2m.
  • The target has been met at 6.5 per cent.
   If internal borrowing of $34.3m is included, the net debt position for the same period is $135.2m and the net debt 

to total ratepayers’ equity ratio is 8.6 per cent.

2. The net debt shall not exceed 150 per cent of total revenue.
   Council’s net debt (excluding internal borrowing) as at 30 June 2005 is $100.9m, compared with total revenue of 

$136.0m.
  • The target has been met at 74.2 per cent.
   If internal borrowing of $34.3m is included, the net debt position for the same period is $135.2 and the net debt 

to total revenue ratio is 99.4 per cent. 

3.  The total cost of servicing the interest payments shall not exceed 15 per cent of total revenue for that year.
  Total interest costs for 2004/05 are $8.45m, compared with total revenue of $136.0m.
  • The target has been met at 6.2 per cent.
   If internal borrowing of $34.3m is excluded, the interest cost for the same period is $6.91m, and the interest cost 

to total revenue ratio is 5.1 per cent.

4.  The total cost of servicing the interest payments shall not exceed 20 per cent of rates levied for that year.
  Total interest costs for 2004/05 are $8.45m, compared with rating revenue of $73.3m.
  • The target has been met at 11.5 per cent.
   If internal borrowing of $34.3m is excluded, the interest cost for the same period is $6.91m, and the interest cost 

to rating revenue ratio is 9.4 per cent.

5. The net debt per capita shall not exceed $1,500 for that year.
   Council’s net debt (excluding internal borrowing) as at 30 June 2005 is $100.9m, compared with the estimated 

population of 132,000.
  • The target has been met at $764.
   If internal borrowing of $34.3m is included, the net debt position for the same period is $135.2m and the net debt 

per capita is $1,024.

6.  Liquidity – the term debt and committed loan facilities as a percentage of current net debt shall not be less than 110 
per cent.

   Council’s term debt and committed loan facilities as at 30 June 2005 is $155.6m, compared with the current net 
debt (including working capital requirements) of $111.0m.

  • The target has been met at 140.2 per cent.
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FINANCIAL OVERVIEW

FINANCIAL SUMMARY 2001/02 2002/03 2003/04 2004/05

Rates levied $63.3 m $65.9 m $70.3 m $73.3 m

Rates outstanding $1.5 m $1.6 m $1.3 m $1.1 m

Total fixed assets $1,615.5 m $1,620.2 m $1,628.8 m $1,669.6 m

Ratepayers’ equity $1,515.4 m $1,527.3 m $1,535.4 m $1,564.2 m

Capital expenditure $39.0 m $34.1 m $35.6 m $49.7 m

Debt repaid during year $ 5.4 m $ 7.9 m $ 5.1 m $ 5.8 m

Net debt* $91.0 m $94.1 m $91.2 m $100.9 m

Net debt (including internal borrowing) $106.4 m $113.9 m $119.6 m $135.2 m

FINANCIAL INDICATORS

% Rates outstanding to rate levied 2.4% 2.4% 1.9% 1.5%

Net debt* per rateable property $1,979 $1,931 $1,953 $2,102

Net debt* per capita $767 $763 $730 $764

Net debt* as % of rates levied 143.8% 142.8% 129.7% 137.7%

Interest payment as % of rates levied 11.9% 11.7% 11.0% 11.5%

Interest payment* as % of rates levied 10.7% 10.6% 9.6% 9.4%

Loan principal repayment as % of rating levied 8.5% 12.0% 7.3% 7.9%

Net debt* as % of ratepayers’ equity 6.0% 6.2% 5.9% 6.5%

Net debt (including internal borrowing) as % of 
ratepayers’ equity 7.0% 7.5% 7.8% 8.6%

Liquidity-term debt and committed loan facilities 
as % to current net debt (including working capital 
requirements) NA 150.9% 151.8% 140.2%

*Excluding internal borrowing
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STATEMENT OF FINANCIAL PERFORMANCE 
For the year ended 30 June 2005

STATEMENT OF MOVEMENTS IN EQUITY 
For the year ended 30 June 2005

C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

Note $000 $000 $000

REVENUE

Revenue from outcome areas 1 36,848 33,794 31,911 

Rates 2 73,433 73,500 70,515 

Revenue assigned to asset development 3 23,525 12,277 20,111 

Other revenue 4 2,169 1,572 2,580 

Total revenue 135,975 121,143 125,117 

EXPENDITURE

Expenditure from outcome areas 1 116,297 117,881 115,178 

Library books asset writedown 0 0 4,337 

Other expenditure 12 40 19 

Total expenditure 116,309 117,921 119,534 

Surplus before taxation 5 19,666 3,222 5,583

Less tax expense 6 0 0 0

Net surplus after taxation 19,666 3,222 5,583

Share of associate’s retained surplus 9 667 0 613

Net surplus 20,333 3,222 6,196

C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

Note $000 $000 $000

Net surplus 20,333 3,222 6,196

Net increase/(decrease) in revaluation of assets 7 4,386 0 (3,189)

Net increase/(decrease) in revaluation of  
investment properties 7 4,110 0 5,824

Net increase/(decrease) in revaluation of shareholdings 7 0 0 (526)

Transfer from revaluation reserve to accumulated funds 
on disposal of assets 7 (62) 0 (213)

Total recognised revenues and expenses for the year 28,767 3,222 8,092

Equity at beginning of year 1,535,391 1,553,474 1,527,299

Equity at end of year 1,564,158 1,556,696 1,535,391

The accompanying statement of accounting policies and notes to the financial statements form part of, and should 
be read in conjunction with these financial statements.
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STATEMENT OF FINANCIAL POSITION 
As at  30 JUNE 2005

C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

Note $000 $000 $000

EQUITY

Accumulated funds 7 1,301,457 1,310,452 1,286,928 

Revaluation reserves 7 232,815 222,210 224,319 

Restricted reserves 7 7,107 6,401 6,590 

Council created reserves 7 22,779 17,633 17,554 

Total Equity 1,564,158 1,556,696 1,535,391 

ASSETS

Current Assets

Cash and bank 107 0 18 

Investments and loans 8 37 0 881 

Accounts receivable and prepayments 10 9,176 10,000 9,044 

Inventories 571 400 514 

Mortgages 5 0 5 

Properties intended for sale 11 545 0 550 

Total Current Assets 10,441 10,400 11,012 

Non-Current Assets

Mortgages 12 0 18 

Investment properties 12 42,201 34,048 38,337 

Investments and loans 8 23,855 19,512 19,179 

Fixed assets 13 1,626,903 1,648,066 1,589,915 

Total Non-Current Assets 1,692,971 1,701,626 1,647,449 

Total Assets 1,703,412 1,712,026 1,658,461 

LIABILITIES

Current Liabilities

Bank overdraft 14 0 300 0 

Accounts payable and income in advance 15 18,673 14,000 15,214 

Employee entitlements 16 3,255 3,500 2,873 

Term debt 17 6,458 5,718 5,465 

Finance lease liabilities 18 504 300 329 

Total Current Liabilities 28,890 23,818 23,881 

Non-Current Liabilities

Employee entitlements 16 1,377 1,500 1,427 

Term debt 17 100,213 123,512 91,466 

Finance lease liabilities 18 1,527 1,000 980 

Landfill aftercare provision 19 7,247 5,500 5,316 

Total Non-Current Liabilities 110,364 131,512 99,189 

Total Liabilities 139,254 155,330 123,070 

Net Assets 1,564,158 1,556,696 1,535,391 

The accompanying statement of accounting policies and notes to the financial statements form part of, and should 
be read in conjunction with these financial statements.
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STATEMENT OF CASH FLOWS 
For the year ended 30 June 2005

C o u n c i l  a n d  C o n s o l i d a t e d
Actual Budget Actual
2005 2005 2004

Note $000 $000 $000
CASH FLOWS FROM OPERATING ACTIVITIES
Cash was provided from:
Rates 73,787 73,500 71,102
Petrol tax 972 900 967
Government operating subsidies and grants 2,930 3,480 2,455
Government capital subsidies and grants 5,043 2,384 2,692
Fees, rents and charges 33,471 33,617 29,213
Other capital contributions 7,119 3,836 8,105
Interest on investment and special funds 8 2 25
Interest on sinking funds 244 247 322
Net GST received 0 0 285
Dividends 237 200 0

123,811 118,166 115,166

Cash was applied to:
Salaries and wages 33,928 34,108 32,703
Payments for supplies and services 43,470 50,304 40,379
Interest paid 6,991 9,394 6,904
Net GST paid 220 0 0

84,609 93,806 79,986

Net Cash Inflow/(Outflow) from Operating Activities 20 39,202 24,360 35,180

CASH FLOWS FROM INVESTING ACTIVITIES
Cash was provided from:
Sale of properties 912 0 2,488
Sale of other fixed assets 151 180 106
Sale of shares in Pirongia Mountain Afforestoration 0 0 277
Mortgage principal and investment withdrawn 103 1,622 731

1,166 1,802 3,602

Cash was applied to:
Investments and loans made 3,262 0 0
Purchase of fixed assets 47,500 38,607 35,136

50,762 38,607 35,136

Net Cash Inflow/(Outflow) from Investing Activities (49,596) (36,805) (31,534)

CASH FLOWS FROM FINANCING ACTIVITIES
Cash was provided from:
Loans uplifted 21,614 16,455 13,514
Finance leases raised 1,151 0 193

22,765 16,455 13,707

Cash was applied to:
Loan repayments 11,873 5,283 17,253
Finance lease repayments 409 349 294

12,282 5,632 17,547

Net Cash Inflow/(Outflow) from Financing Activities 10,483 10,823 (3,840)

Net increase/(decrease) in cash held 89 (1,622) (194)
Plus opening cash balance 1 July 18 1,322 212
Closing Cash Balance 30 June 107 (300) 18

Made up of:
Cash and bank 107 0 18
Bank overdraft 0 (300) 0
Investments at call 0 0 0
Closing Cash Balance 30 June 107 (300) 18

The accompanying statement of accounting policies and notes to the financial statements form part of, and should 
be read in conjunction with these financial statements.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

STATEMENT OF ACCOUNTING POLICIES
FOR THE YEAR ENDED 30 JUNE 2005

REPORTING ENTITY

Hamilton City Council is a territorial local authority governed by the Local Government Act 2002 (the Act). The financial 
statements of Hamilton City Council and Group are prepared in accordance with the requirements of Section 98 and Part 3 
of Schedule 10 of the Act.

The financial statements cover all the activities of Hamilton City Council and its 100 per cent owned Council-Controlled 
Organisation (CCO), Hamilton Properties Ltd. As this CCO is non-trading, Council and consolidated figures have not been 
disclosed separately in the financial statements. 

Hamilton City Council’s 50 per cent share in the Waikato Regional Airport Ltd, 41.38 per cent share in Hamilton Riverview 
Hotel Ltd (Novotel), and 3.17 per cent share in New Zealand Local Government Insurance Company Ltd, is equity 
accounted.

MEASUREMENT BASE

The financial statements have been prepared on an historical cost basis, modified by the revaluation of certain fixed 
assets.

ACCOUNTING POLICIES

The following accounting policies, which materially affect the measurement of results and financial position, have been 
applied:

1.  Basis of Consolidation

  The results of Hamilton Properties Ltd have been consolidated using the purchase method. The company’s balance 
date is 30 June. The company is inactive.

2.  Associate Companies

  These are entities which the group has significant influence, but not control, over operating and financial 
policies.

  The results of Waikato Regional Airport Ltd, Hamilton Riverview Hotel Ltd and New Zealand Local Government 
Insurance Company Ltd have been reflected in the financial statements on an equity accounting basis. This method 
shows the share of surpluses/deficits in the Statement of Financial Performance and the original investment updated 
for the share of post-acquisition increases/decreases in net assets in the Statement of Financial Position.

3.  Revenue Recognition

  Rates revenue is recognised when levied. Water billing revenue is recognised on an accrual basis with unread meters 
at year end accrued on an average usage basis. Land Transport New Zealand roading subsidies are recognised as 
revenue upon entitlement, which is when conditions pertaining to eligible expenditure have been fulfilled.

  Other grants and bequests, and assets vested in Council (with or without conditions) are recognised as revenue 
when control over the assets is obtained.

4.  Goods and Services Tax (GST)

  The financial statements have been prepared exclusive of GST with the exception of accounts receivable and 
accounts payable, which are stated with GST included. Where GST is irrecoverable as an input tax then it is 
recognised as part of the related asset or expense.

5.  Taxation Expense

  Income tax expense is charged in the Statement of Financial Performance in respect of the current year’s surplus, 
after allowing for permanent differences.

  Deferred taxation is determined on a comprehensive basis using the liability method. Deferred tax assets attributable 
to timing differences or income tax losses are recognised only when there is virtual certainty of realisation.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

6.  Fixed Assets

  These assets consist of:

   Operational Assets
   These include land, buildings, improvements, plant and equipment, vehicles, library books and zoo animals.

   Restricted Assets
   These are parks and reserves owned by Council that cannot be disposed of because of legal or other restrictions 

and provide a benefit or service to the community.

   Heritage Assets
   These are museum collections and library collections (New Zealand Room).

   Infrastructural Assets
    These are the fixed utility systems owned by Council. Each asset type includes all items that are required for 

the network to function.

   Valuation

   Unless stated valuations are carried out or reviewed by independent qualified valuers and are carried at least 
five yearly. Valuations will be undertaken more regularly if necessary to ensure no individual item of property, 
plant and equipment within a class is at a valuation that is materially different from its fair value.

   Assets have been valued in accordance with FRS-3 as follows:

     OPERATIONAL BUILDINGS were revalued by Beca Valuations Ltd effective 1 July 2001 at market value 
where possible otherwise depreciated replacement cost.

    PLANT AND EQUIPMENT (excluding vehicles) were revalued by Beca Valuations Ltd effective 1 July 2001 
at market value where possible otherwise depreciated replacement cost.

   VEHICLES are recorded at cost less depreciation.

    LIBRARY BOOKS were valued at cost by Council’s professionally qualified library staff at 30 June 1992 
(‘deemed cost’). Subsequent purchases were expensed in the Statement of Financial Performance until 
30 June 1998. From 1 July 1998 purchases of library books have been capitalised at cost and depreciated 
in the Statement of Financial Performance.

    ZOO ANIMALS were revalued effective 1 July 2001 at estimated replacement cost by the zoo 
manager.

    HERITAGE ASSETS were revalued effective 1 July 2001 by professionally qualified library staff (library 
collection) and an independent consultant, Robin Watt & Associates (museum collection).

    INFRASTRUCTURAL ASSETS (excluding land) were revalued by Meritec Ltd at depreciated replacement 
cost effective 1 July 2001.

   INFRASTRUCTURAL LAND was revalued by Beca Valuations Ltd at market value effective 1 July 2001. 

    WORK IN PROGRESS. All costs associated with the development of land and buildings and other assets 
are initially capitalised as work in progress. On completion, the total cost of the project is transferred to 
the appropriate asset class.

    VESTED ASSETS. Certain infrastructural assets and land have been vested in Council as part of the 
subdivisional consent process. The vested reserve land has been valued at the latest appropriately certified 
government valuation or at a mutually agreed market value or at a value determined through arbitration. 
Vested infrastructural assets have been based on the actual quantities of infrastructural components vested 
and current ‘in the ground’ cost of providing identical services.

  Additions between valuations are recorded at cost. Changes on revaluation of assets are included in the appropriate 
asset revaluation reserve.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

7.  Investment Properties and Properties for Resale

  These assets consist of investment properties owned by Council, funded either from Corporate Funds, the Domain 
Sales Endowment Fund or the Municipal Crown Endowment Fund. Council properties surplus to requirements are 
identified as properties for resale.

    Valuation

   Investment properties are revalued annually at net current value by independent registered valuers. The result 
of the revaluation is credited or debited to the investment property reserve. Where this results in a debit balance 
in the reserve, this balance is expensed in the Statement of Financial Performance.

   Properties for resale are valued at the lower of cost or net realisable value.

8.  Depreciation

  Depreciation is provided on a straight-line basis at rates which will write off the cost (or valuation) of the assets to 
their estimated residual values over their useful lives.

   The useful lives of major classes of assets have been estimated as follows:

Buildings 40–100 years

Plant and Vehicles 3–15 years

Furniture, Fittings and Equipment 5–10 years

Library Books 14 years

Zoo Animals 10 years

Roads and Traffic Network:
 top surface (seal)
 pavement (basecourse)
 catchpits
 culverts
 footpaths
 kerbs and traffic islands
 signs
 street lights
 bridges
 traffic signals
 barriers
 bus shelters and parking meters
 verge, embankment and retaining walls

6–18 years
25–50 years
50 years
60–80 years
50–70 years
70 years
12 years
25 years
150 years
15 years
25–40 years
4–10 years
60 years

Wastewater Reticulation:
 pipes
 manholes
 treatment plant
 bridges
 pump-stations

60–100 years
75 years
5–100 years
75–100 years
15–100 years

Stormwater System:
 pipes
 manholes, cesspits
 service connections and outlets

100 years
100 years
30–100 years

Water Reticulation:
 pipes
 butterfly valves
 treatment plant
 meters
 hydrants
 reservoirs

60–80 years
50–75 years
10–120 years
20 years
50 years
30–80 years

Heritage assets are depreciated by a nominal amount to reflect their extremely long life and heritage value.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

 Depreciation is not provided in these statements on the following assets:

 • Land
 • Formation costs associated with roading
 • Investment properties
 • Properties for resale
 • Work in progress and assets under construction.

  Any work undertaken on infrastructural assets to reinstate (termed ‘renewal’) or add to the service potential is 
capitalised.

9.  Investments

  All investments are stated at cost, except for shares in other organisations, which are at the lower of cost or net 
realisable value.

10.  Employee Entitlements

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

  The provision for annual leave and long service leave has been calculated on an actual entitlement basis at current 
rates of pay. The provision for retirement gratuities has been calculated on an actuarial basis bringing to account 
what is likely to be payable in the future in respect of service that employees have accumulated up until 30 June 
2005.

11.  Leases

 Leases consist of:

   Finance Leases
   Leases which effectively transfer to the lessee substantially all the risks and benefits incident to ownership of 

the leased item are classified as finance leases. These are capitalised at the lower of the fair value of the asset 
or the present value of the minimum lease payments. The leased assets and corresponding lease liabilities are 
recognised in the Statement of Financial Position. The leased assets are depreciated over the period Council 
is expected to benefit from their use.

   Operating Leases
   Leases where the lessor effectively retains substantially all the risks and benefits of ownership of the leased 

items are classified as operating leases. Payments under these leases are charged as expenses in the periods 
in which they are incurred.

12.  Landfill Post-Closure Costs

  Council, as operator of the Horotiu landfill, has a legal obligation under the resource consent to provide ongoing 
maintenance and monitoring services at the landfill site after closure. A provision for post-closure costs is recognised 
as a liability when the obligation for post-closure arises.

  The provision is measured based on the present value of future cash flows expected to be incurred, taking into 
account future events including legal requirements and known improvements in technology. The provision includes 
all costs associated with landfill post-closure.

  Amounts provided for landfill post-closure are capitalised to the landfill asset where they give rise to future economic 
benefits to be obtained. Components of the capitalised landfill asset are depreciated over their useful lives.

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

  Within reserves a transfer is made to Horotiu Aftercare Reserve, which exists to fund the aftercare costs of the 
Horotiu Landfill after the site closes in December 2006.

13.  Equity

 Accumulated Funds comprise accumulated surpluses over the years.

 Revaluation Reserves comprise accumulated revaluation increments/decrements.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

  Restricted Reserves are those funds subject to external restrictions accepted as binding by Council, which may not 
be revised by Council without reference to the courts or a third party.

  Council Created Reserves are formally imposed designations of public equity that indicate Council’s intention to 
use a certain level of resources for a special purpose.

14.  Accounts Receivable

  Accounts receivable are stated at expected realisable value after providing for doubtful and uncollectable debts.

15.   Mortgage Assets

 Mortgages are held over a number of properties. These mortgages are valued at cost.

16.  Inventories 

 Inventories are valued at the lower of cost (determined on a first-in-first-out basis) and net realisable value. 

17.  Statement of Cash Flows

  Cash comprises cash balances on hand, held in bank accounts, demand deposits and other highly liquid investments 
in which Council invests as part of its day-to-day cash management.

  Operating activities include cash received from all income sources of Council and cash payments made for goods 
and services. 

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

 Financing activities comprise the change in debt capital structure of Council.

18.  Cost of Service Statements

 The Cost of Service Statements report the costs and revenues relating to the significant activities of Council.

 Expenditure includes an allocation of support services and an allocation of interest.

 •  Support services are those activities, which are not considered to be direct services to the public and are 
allocated across the significant activities on a basis, which reflects usage of the support services. Included 
in the allocation for support services is an allocation of the business unit surpluses/deficits. These are 
allocated where possible on a usage basis.

 •  Interest is allocated to the outcome area on the basis of the book value of land and buildings employed for 
each item in the Cost of Service Statements except for water, wastewater, stormwater, refuse, transport 
centre, outdoor stadium, community assistance grants, economic development grants, property improve-
ments and any other specific projects where the interest on the value of loans appropriated for those 
activities are allocated entirely to the outcome area.

19.  Foreign Currency

  Foreign currency transactions have been converted into New Zealand dollars at the rate of exchange at the date of 
the transaction. Gains or losses on exchange have been recognised in the Statement of Financial Performance.

20.  Financial Instruments

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

  All financial instruments are shown at their estimated fair value except for loans, which are recorded at cost, and 
those items are covered by a separate accounting policy. 

21. Budget Figures

  The budget figures are based on those approved by Council at the beginning of the year after a period of 
consultation with the public as part of the Annual Plan process and subsequent Council approved adjustments. 
The budget figures have been prepared in accordance with the accounting policies adopted by the Council for the 
preparation of the financial statements. A reconciliation of the approved budget to the restated budget is shown 
in the notes to the financial statements.
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STATEMENT OF ACCOUNTING POLICIES 
For the year ended 30 June 2005

CHANGES IN ACCOUNTING POLICIES

There have been no changes from the accounting policies adopted in the last audited financial statements. All policies have 
been applied on a basis consistent with the previous period.

PROPOSED CHANGES IN ACCOUNTING POLICIES

Council proposes to adopt the new NZ International Financial Reporting Standards (NZ IFRS) for the 30 June 2007 financial 
statements. This means that the 30 June 2006 financial statements, and the 1 July 2005 opening financial position will be 
restated to NZ IFRS.

Prior to 30 June 2005, Council reviewed the NZ International Accounting Standard 39 (NZ IAS 39) on financial instruments 
and made the decision not to hedge account. This will mean that change in fair values will be taken to statement of financial 
performance rather than equity for 2006/07. Note 22 of the financial statements reflected the revaluation of interest swaps 
held by Council shows an unrealised mark-to-market revaluation loss of $753,505 as at 30 June 2005 (2004 unrealised 
gain $545,638). Due to interest rate fluctuations there is no certainty of the mark-to market revaluation impact on the 
statement of financial performance in future.

As Council is in the early stages of assessing the other NZ IFRS’s, the key differences in accounting policies and impact on 
the financial statements is not yet known as at 30 June 2005.
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N O T E  1 :  S U M M A R Y  O F  C O S T  O F  S E R V I CE S
C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

Revenue from Outcome Areas $000 $000 $000

Sustaining Hamilton’s environment 13,728 11,379 11,208 

Growing Hamilton 15,179 15,176 14,179 

Promoting Hamilton 0 0 0 

Experiencing arts, culture and heritage in Hamilton 1,879 1,613 1,747 

Living in Hamilton 3,269 3,533 2,796 

Enjoying Hamilton 6,551 5,593 5,673 

40,606 37,294 35,603 

Less internal revenue (3,758) (3,500) (3,692)

Total Revenue from Outcome Areas 36,848 33,794 31,911 

Expenditure from Outcome Areas

Sustaining Hamilton’s environment 37,970 36,498 35,184 

Growing Hamilton 29,747 30,293 33,740 

Promoting Hamilton 1,553 1,852 2,841 

Experiencing arts, culture and heritage in Hamilton 12,880 13,338 12,802 

Living in Hamilton 14,995 15,908 12,713 

Enjoying Hamilton 25,033 24,831 23,205 

122,178 122,720 120,485 

Less internal expenditure (3,758) (3,500) (3,692)

Less rates charged to Council properties (519) (350) (529)

Less internal transfers to reserves (64) (64) (164)

Less interest on internal borrowing (1,540) (925) (922)

Total Expenditure from Outcome Areas* 116,297 117,881 115,178 

Revenue from outcome areas includes fees, rents and charges, and government operating subsidies and grants.

* Refer to note 32 for explanation of major budget variances.
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N O T E  2 :  R AT E S
C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

$000 $000 $000

Rates 73,295 73,277 70,306 

Rates penalties and service charges 794 790 758 

Rates remissions (137) (217) (20)

Less rates charged to Council properties (519) (350) (529)

Total Rates 73,433 73,500 70,515 

N O T E  3 :  R E V E N U E  A S S I G N E D  T O  A S S E T  D E V E L O PM E N T
C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

$000 $000 $000

Transfund NZ capital subsidies 5,043 3,618 2,692 

Contributions – vested assets 11,363 4,125 11,314 

Other capital contributions

Contributions to subdivision reserves 2,260 900 1,795 

Contributions to infrastructural reserves 2,079 1,800 2,189 

Cemetery fees 62 55 61 

General contributions 2,718 1,779 2,060 

7,119 4,534 6,105 

Total Revenue Assigned to Asset Development 23,525 12,277 20,111 

N O T E  4 :  O T H E R  R E V E N UE
C o u n c i l  a n d  C o n s o l i d a t e d

Actual Budget Actual

2005 2005 2004

$000 $000 $000

Petrol tax 987 900 967 

Investment income 252 249 278 

Sundry revenue 693 223 1,335 

Dividends 237 200 0 

Total Other Revenue 2,169 1,572 2,580 
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N O T E  5 :  O P E R AT I N G  S U R P L U S  B E F O R E  TA X AT IO N
The following items are included in the Statement of Financial Performance:

Council and Consolidated
Actual Actual
2005 2004
$000 $000

Audit fees
Fees paid to principal auditor 93 93
Other services provided by the principal auditor 0 20

Cost of offering credit
Bad debts written off 27 14
Increase/(decrease) in provision for doubtful debts 44 (24)

Depreciation
Buildings 6,285 6,199
Improvements – parks and gardens 1,830 1,982
Plant and equipment 2,347 2,289
Vehicles 385 399
Library books 659 1,151
Zoo animals 97 97
Museum and library 27 26
Refuse 2,415 2,436
Roads and traffic network 7,695 8,157
Stormwater system 2,112 2,116
Wastewater system 1,811 1,750
Wastewater treatment plant 1,537 1,543
Water system 2,189 2,191
Water treatment statement 506 557
Total depreciation 29,895 30,893 

Other expenditure
Operating leases rental expense 1,223 1,490
Finance charges on leased assets 101 87
Interest expense 6,910 6,777
Loss/(gain) on disposal of assets 288 4,694
Insurance premiums 1,115 1,009

N O T E  6 :  TA X AT I O N

Actual Actual
2005 2004
$000 $000

Surplus before taxation 20,333 6,196

Prima facie taxation at 33% 6,710 2,045

Plus/(less) tax effect of:
Permanent differences (6,711) (2,047)
Taxation loss not recognised 1 2
Taxation Expense 0 0

The group has no deferred tax balance on timing differences. The total tax losses of the group are $544,513 (2004 
$540,649). This is made up of losses to carry forward from Council $64,804 (2004 $60,940) and from Hamilton 
Properties Ltd $479,709 (2004 $479,709). The total tax effect of the losses of the Group are $179,689 (2004 
$178,414) and have not been recognised.
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N O T E  7 :  E Q U IT Y
Council and Consolidated

Actual Actual
2005 2004
$000 $000

Accumulated Funds
Opening balance 1,286,928 1,284,597
Net surplus 20,333 6,196
Transfer from revaluation reserve on disposal of assets (62) (213)
Transfers from restricted and Council created reserves 32,304 25,065
Transfers to restricted and Council created reserves (38,046) (28,717)
Total Accumulated Funds 1,301,457 1,286,928

Revaluation Reserves
General Asset Revaluation Reserves
Opening balance 213,792 217,507
Transfer to accumulated funds on disposal of assets 62 213
Transfer from investment property revaluation reserve on recategorisation (155) 0
Increase/(decrease) in revaluation of assets 4,479 (3,402)
Increase/(decrease) in revaluation of shareholdings 0 (526)
Closing balance 218,178 213,792

Investment Property Revaluation Reserves
Opening balance 10,527 4,703
Transfer to statement of financial performance on disposal of assets (409) (866)
Transfer to general asset revaluation reserve on recategorisation 155 0
Increase in revaluation of investment properties 4,364 6,690
Closing balance 14,637 10,527
Total Revaluation Reserves 232,815 224,319

Restricted Reserves Transfers to Transfers from
Cemetery plot maintenance in perpetuity 154 92 1,379 1,317
Domain sales endowment reserve 450 216 1,801 1,567
Municipal crown endowment reserve 481 262 3,897 3,678
Waikato art gallery endowment reserve 2 0 30 28
Total Restricted Reserves 1,087 570 7,107 6,590

Council Created Reserves
Bus shelter (Adshel) reserve 4 11 58 65
CBD improvement reserve 843 151 692 0
Dame Hilda Ross library memorial 1 0 2 1
Debt repayment reserve 4,096 4,096 0 0
Disaster recovery fund 298 0 2,691 2,393
EECA loan 214 82 132 0
General interest reserve 105 104 105 104
Horotiu aftercare reserve 342 0 1,571 1,229
Horotiu landfill reserve 2,392 2,186 (111) (317)
Infrastructural subdivision reserve 2,303 980 3,009 1,686
Lake Domain Drive reserve 7 3 117 113
Loan funds 21,400 21,400 0 0
Loan repayment reserve 752 848 5,536 5,632
Museum collection reserve 73 0 73 0
Peachgrove lounge site development 0 68 (73) (5)
Project watershed – Environment Waikato 450 352 356 258
Public transport and parking reserve 604 196 1,580 1,172
Roman catholic schools library fund 1 0 5 4
Storm damage reserve 17 0 254 237
Subdivisional reserve 2,911 1,187 6,297 4,573
Vehicle and plant reserve 64 64 0 0
Waikato Stadium events 6 0 96 90
Waitawhiriwhiri plant reserve 2 0 34 32
Wastewater treatment plant sludge lagoon 
reserve 20 0 307 287
Wintec recreation area development 0 2 (2) 0
Zoo animal purchases reserve 54 4 50 0
Total Council Created Reserves 36,959 31,734 22,779 17,554
Total Restricted and Council Created Reserves 38,046 32,304 29,886 24,144
Total Equity 1,564,158 1,535,391
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N O T E  8 :  I N V E S T M E N T S  A N D  L O AN S
Council and Consolidated

Actual Actual

2005 2004

$000 $000

Sinking fund commissioners 0 847

Other investments 37 34

Current Investments and Loans 37 881

Sinking fund commissioners 5,536 4,786

Loan to CTC Aviation Training (NZ) Ltd 3,259 0

Shares in other organisations (refer note 9) 15,060 14,393

Non-Current Investments and Loans 23,855 19,179

Total Investments and Loans 23,892 20,060

The weighted average effective interest rates on investments and loans (current and non-current) and the maturities were:

Council and Consolidated

Weighted average effective interest rate 2005 2004

Short-term deposits 7.00% 5.97%

Sinking funds 6.84% 5.84%

Loan to CTC Aviation Training (NZ) Ltd 6.84% 0.00%

Less than 6-12 1-2 2-5 > 5

6 months months years years years Total

Maturities $000 $000 $000 $000 $000 $000

Short-term deposits 37 0 0 0 0 37

Sinking funds 0 0 4,325 1,211 0 5,536

Loan to CTC Aviation Training (NZ) Ltd 0 0 0 3,259 0 3,259

37 0 4,325 4,470 0 8,832
Council has loaned CTC Aviation Training (NZ) Ltd $3,259,135 to construct an aviation training facility at Hamilton 
International Airport. This is an interest only loan with the principal repayable on 15 October 2008. The loan is secured by a 
registered first mortgage over the building including all fixtures, partitions and fittings included in the original construction.

N O T E  9 :  S H A R E S  I N  O T H E R  O R G A N I S AT IO N S
Shares in other organisations are comprised as follows:

Number of % Balance 2005 2004

Shares Holding Date $000 $000

Hamilton Riverview Hotel Ltd (Novotel) 6,000 41.38 31 Dec 4,223 3,735

Hamilton Properties Ltd 1,000 100.00 30 Jun 0 0

NZ Local Government Insurance Co Ltd 202,729 3.17 31 Dec 464 401

Waikato Regional Airport Ltd 1,430,000 50.00 30 Jun 10,373 10,257

Total Shares and Investments in Other Organisations 15,060 14,393

Council investments include a $1,000 investment in Hamilton Properties Ltd which has been eliminated on consolidation.

Council’s share of associates surplus/(loss) is as follows:

Council and Consolidated

Actual Actual

2005 2004

$000 $000

Hamilton Riverview Hotel Ltd (Novotel) 487 426

NZ Local Government Insurance Co Ltd 63 41

Pirongia Mountain Afforestation 0 (31)

Waikato Regional Airport Ltd 117 177

667 613
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N O T E  1 0 :  A C C O U N T S  R E C E I V A B L E  A N D  P R E P AY M E N T S
Council and Consolidated

Actual Actual

2005 2004

$000 $000

Rates debtors 1,021 1,265

Transfund New Zealand 1,060 1,258

Water by meter 920 850

Sundry debtors 5,028 4,333

GST refund due 661 720

Prepayments 668 776

9,358 9,202

Less provision for doubtful debts (182) (158)

Total Accounts Receivable and Prepayments 9,176 9,044

N O T E  1 1 :  P R O P E R T I E S  I N T E N D E D  F O R  S A LE
Counci l  and Consol idated 2005 Counci l  and Consol idated 2004

Cost/Val Acc Depn Book Value Cost/Val Acc Depn Book Value

$000 $000 $000 $000 $000 $000

At cost – current 545 0 545 550 0 550

N O T E  1 2 :  I N V E S T M E N T  P R O P E R T IE S
Counci l  and Consol idated 2005 Counci l  and Consol idated 2004

Cost/Val Acc Depn Book Value Cost/Val Acc Depn Book Value

$000 $000 $000 $000 $000 $000

At valuation 42,201 0 42,201 38,337 0 38,337

Investment properties have been valued by Attewell Gerbich Havill Ltd, Registered Valuers and Property Consultants, 
as at 30 June 2005. This has resulted in an increase in the investment property revaluation reserve of $4.364m (refer 
note 7).
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N O T E  1 3 :  F I X E D  AS S E T S
C o u n c i l  a n d  C o n s o l i d a t e d  2 0 0 5

Cost Val Acc Depn Book Value

$000 $000 $000 $000

Operational Assets

Land 583 21,323 0 21,906

Buildings 44,382 94,570 (21,507) 117,445

Land – parks and gardens 3,545 98,251 0 101,796

Improvements – parks and gardens 11,566 20,713 (7,096) 25,183

Plant and equipment 10,627 7,023 (8,000) 9,650

Vehicles 3,873 0 (2,030) 1,843

Library books 9,862 0 (3,288) 6,574

Zoo animals 0 971 (389) 582

84,438 242,851 (42,310) 284,979

Restricted Assets

Land 1,406 4,098 0 5,504

Heritage Assets

Museum and library 291 21,951 (106) 22,136

Infrastructural Assets

Land 0 3,392 0 3,392

Refuse 10,172 10,049 (8,456) 11,765

Roads and traffic network 47,327 838,760 (34,068) 852,019

Stormwater system 6,611 144,225 (8,367) 142,469

Wastewater system 6,453 81,432 (7,015) 80,870

Wastewater treatment plant 24,655 16,106 (5,636) 35,125

Water system 6,029 89,617 (8,679) 86,967

Water treatment station 2,347 21,460 (2,057) 21,750

103,594 1,205,041 (74,278) 1,234,357

Work in Progress 79,927 0 0 79,927

Total Fixed Assets 269,656 1,473,941 (116,694) 1,626,903

Despite the movements in the producers price index for contruction and property, the valuation of assets undertaken 
at 1 July 2001 is considered reasonable as at 30 June 2005. Council will consider revaluing certain classes of property, 
plant and equipment in the next financial year 2005/06, one year earlier than planned.
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Council and Consolidated 2004

Cost Val Acc Depn Book Value

$000 $000 $000 $000

Operational Assets

Land 348 20,500 0 20,848

Buildings 38,887 94,442 (15,232) 118,097

Land – parks and gardens 2,870 98,287 0 101,157

Improvements – parks and gardens 11,035 20,642 (5,266) 26,411

Plant and equipment 9,467 7,117 (5,722) 10,862

Vehicles 4,093 0 (2,027) 2,066

Library books 8,900 0 (2,629) 6,271

Zoo animals 0 971 (291) 680

75,600 241,959 (31,167) 286,392

Restricted Assets

Land 1,405 4,103 0 5,508

Heritage Assets

Museum and library 39 21,951 (79) 21,911

Infrastructural Assets

Land 0 3,492 0 3,492

Refuse 6,950 10,049 (6,042) 10,957

Roads and traffic network 36,767 837,320 (26,629) 847,458

Stormwater system 5,125 144,258 (6,256) 143,127

Wastewater system 4,468 81,407 (5,205) 80,670

Wastewater treatment plant 24,655 16,106 (4,099) 36,662

Water system 5,037 89,617 (6,490) 88,164

Water treatment station 2,347 21,460 (1,551) 22,256

85,349 1,203,709 (56,272) 1,232,786

Work in Progress 43,318 0 0 43,318

Total Fixed Assets 205,711 1,471,722 (87,518) 1,589,915

N O T E  1 4 :  B A N K  O V E R D R A FT
The bank overdraft on the daily trading account is secured by way of debenture trust deed over general rates. The 
facility totals $500,000. At 30 June 2005 the interest rate on the facility was 9.0 per cent per annum.

The bank overdraft on the direct fees account is also secured by way of a debenture trust deed over general rates. 
The facility totals $10,000. At 30 June 2005 the interest rate on the facility was 10.6 per cent per annum.

N O T E  1 5 :  A C C O U N T S  P A Y A B L E  A N D  I N C O M E  I N  A D V A N CE
Council and Consolidated

Actual Actual

2005 2004

$000 $000

Trade creditors and accruals 16,421 13,131

Agency funds 370 331

16,791 13,462

Income in advance 1,882 1,752

Total Accounts Payable and Income in Advance 18,673 15,214
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N O T E  1 6 :  E M P L O Y E E  E N T I T LE M E N T S
Council and Consolidated

Actual Actual

2005 2004

$000 $000

Accrued pay 556 366

Annual leave and long service leave 2,407 2,288

Retirement gratuities 1,669 1,646

Total Employee Entitlements 4,632 4,300

Made up of:

Current 3,255 2,873

Non-current 1,377 1,427

Total Employee Entitlements 4,632 4,300

N O T E  1 7 :  T E RM  D E B T
Council’s debt has been issued in accordance with the Local Government Act 2002. The loans are secured through the 
debenture trust deed over all rates with one exception. The $5.204m loan used to purchase Claudelands Park is secured 
by way of a mortgage over the Claudelands Park property.

Council and Consolidated

Actual Actual

2005 2004

$000 $000

Payable no later than one year 26,696 37,317

Later than one, not later than two years 28,044 797

Later than two, not later than five years 10,227 33,113

Later than five years 41,704 25,704

Total Term Liabilities 106,671 96,931

Council and Consolidated

Actual Actual

2005 2004

$000 $000

Payable within one year 26,696 37,317

Less renewal loans to be raised* (20,238) (31,852)

Current 6,458 5,465

Non-current 100,213 91,466

Total Term Liabilities 106,671 96,931

*  Renewal loans to be raised are registered stock and bank funding to be refinanced within the next 12 months, less 
assets sales and cash payments to bring the debt repayments to 4 per cent of opening net debt balance.

The weighted average effective interest rate on borrowings (current and non-current) was 6.69 per cent including the 
impact of synthetic instruments (2004, 6.56 per cent).

Council uses synthetic instruments (swaps and FRAs) to manage its interest rate risk profile based on independent professional 
advice (see note 22).

Term liabilities include an interest free loan from the Energy Efficiency and Conservation Authority (EECA) $0.244m (2004 
$0.114m)

Under authority of the Local Government Act 1974 (Local Authorities Loans Act 1956), Sinking Funds to the value of 
$5.536m (2004, $5.633m) are held to provide for the repayment of debt.

Under the Local Government Act 2002, Section 98(1), there have been no significant variations or material departures from 
Council’s Liability Management Policy.
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Council reduces its financing costs by utilizing an internal borrowing programme. Rather than sourcing all its borrowing 
externally, Council utilizes funds from reserves and working capital cash to reduce external borrowing and charges an internal 
interest rate on these funds. Provision for the repayment of internal borrowing is covered via committed external bank funding 
facilities

Internal borrowing from cash held for special funds and working capital as at 30 June 2005 is $34.318m (2004, $28.414m). 
If this is added to Council’s net debt of $100.891m (2004, $91.184m) the overall net debt (excluding EECA) at 30 June 2005 
is $135.209m (2004, $119.598m).

Council has introduced a new policy of development and financial contributions as from 1 July 2005 which will provide a 
dedicated funding stream to support urban growth. In line with the introduction of this policy, Council has analysed the 
overall net debt based on the sources of funding used to repay the principal and interest cost for subsequent financial 
years. The overall net debt of $135.209m (2004, $119.658m) will be funded in future years by: rates $83.893m (2004, 
$117.343m), reserves $1.492m (2004, $2.255m) and development and financial contributions $49.824m (2004, nil).

Council and Consolidated

Actual Actual

2005 2004

$000 $000

Total term liabilities 106,671 96,931

Less sinking funds (5,536) (5,633)

Less EECA loans (244) (114)

Net debt (excluding internal borrowing) 100,891 91,184

Add internal borrowings 34,318 28,414

Net debt (including internal borrowing) 135,209 119,598

Overall net debt will be funded in subsequent years as follows:

Rates 83,893 117,343

Reserves 1,492 2,255

Development and financial contributions 49,824 0

135,209 119,598

The statement of financial performance, reflects a net off of internal borrowing interest of $1.540m (2004, $0.922m) to 
eliminate the internal interest charged to outcome areas.
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N O T E  1 8 :  F I N A N C E  L E A S E  L I A B I L I T IE S
Council and Consolidated

Actual Actual

2005 2004

$000 $000

Payable no later than one year 691 424

Later than one, not later than two years 608 424

Later than two, not later than five years 1,013 637

Later than five years 0 0

2,312 1485

Future finance charges (281) (176)

Total Finance Lease Liabilities 2,031 1309

Made up of:

Current 504 329

Non-current 1,527 980

Total Finance Lease Liabilities 2,031 1,309

The interest rates applying to lease liabilities for 2005 ranges from 5.23 per cent to 7.94 per cent (2004 ranges from 
5.23 per cent to 7.94 per cent).

N O T E  1 9 :  L A N D F I L L  A F T E R C A R E  P R O V I S IO N
Hamilton City Council gained resource consent in October 1985 to operate the Horotiu landfill. Council has the 
responsibility under the resource consent to provide ongoing maintenance and monitoring of the landfill after the 
site is closed. There are closure and post-closure responsibilities such as the following:

Closure Responsibilities:

- final cover application and vegetation
- incremental drainage control features
- completing facilities for leachate collection and monitoring
- completing facilities for water quality monitoring
- completing facilities for monitoring and recovery of gas.

Post-closure Responsibilities:

- treatment and monitoring of leachate
- groundwater and surface monitoring
- gas monitoring and recovery
- implementation of remedial measures such as needed for cover, and control systems
- ongoing site maintenance for drainage systems, final cover and control.

Capacity of the Site

Under the term of the resource consent Horotiu is required to close no later than 31 December 2006. As at 30 
June 2005 the remaining capacity was 73,216 cubic metres. During the 2005/06 financial year an extension will be 
completed that will add a further 315,000 cubic meters to the landfill capacity.

The cashflow outflows for landfill post closure are expected to occur between 2007 and 2056. 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 is discounted using a discount rate of 7 per cent.

Council and Consolidated

Actual Actual

2005 2004

Statement of Movements in Landfill Aftercare Provision $000 $000

Opening Balance 5,316 4,432

Increase due to relative volume assumption 822 0

Increase due to aftercare cost assumption 737 574

Increase in discount amount from passage of time 372 310

Closing Balance 7,247 5,316
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N O T E  2 0 :  R E C O N C I L I AT I O N  O F  N E T  S U R P L U S  T O  N E T  C A S H
 I N F L O W  F R O M  O P E R AT I N G  A C T I V I T IE S

Council and Consolidated

Actual Actual

2005 2004

$000 $000

Net surplus 20,333 6,196

Add/(less) non-cash items:

Contributions – fixed assets vested (11,363) (11,314)

Depreciation 29,895 30,893

Landfill aftercare interest 372 310

Library books asset writedown 0 4,337

Net loss/(gain) on disposal of assets 288 4,694

Net loss/(gain) on revaluation of investments (667) (613)

Realisation of revaluation reserve on disposal of investment properties (409) (866)

Realisation of revaluation reserve on disposal of shares 0 (207)

18,116 27,234

Add/(less) movements in working capital:

Change in accounts receivable and prepaid expenditure (132) 1,937

Change in inventory (57) (81)

Change in accounts payable and income in advance 3,459 1,310

Change in employee entitlements (including non-current portion) 332 (617)

3,602 2,549

Add/(less) Items classified as investing activities:

Change in capital expenditure accruals (2,849) (799)

(2,849) (799)

Net Cash Inflow/(Outflow) from Operating Activities 39,202 35,180
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N O T E  2 1 :  R E L AT E D  P A R T IE S
Council’s wholly owned subsidiary, Hamilton Properties Ltd which previously managed Council’s property portfolio 
and received most of its income from management fees, ceased trading as at 31 October 1998. As a result, there are 
no related party transactions included in these accounts.

No elected members or senior management were involved in any transactions with Council apart from payments of 
rates, use of Council services as part of the normal customer relationship and Council’s involvement with Sport and 
Uniform (2004) Ltd.

Prior to the 2004 Triennial Election Michael Redman became a Director and shareholder of Sport and Uniform 
(2004) Ltd which historically provided some of the staff uniforms to Council. This role has continued when Michael 
Redman was elected as His Worship the Mayor in October 2004. He had no involvement in the decisions concerning 
the proposed contracts with Council.

The actual spend with Sport and Uniform (2004) Ltd for the year ended 30 June 2005 was $39,701, which has been 
approved by the Office of The Controller and Auditor General.

N O T E  2 2 :  F I N A N C I A L  I N S T R U M E N T S
Credit Risk

In the normal course of business, Council incurs credit risk from trade debtors and financial institutions. Council 
has placed its cash, interest bearing deposits and funds to be managed with financial institutions of high credit 
worthiness and limits its amount of credit exposure to any one such institution.

Interest Rate Risk

In the normal course of business, most long-term debt is at fixed interest rates. Interest rate risk is managed using 
synthetic intruments. Short-term debt and investments are subject to normal market fluctuations. Long-term debt 
is detailed in Note 17.

Synthetic Contracts Held

Instrument Maturity Date 98,146 $000

Interest rate swaps 15 July 2005 6.56 450

15 July 2005 6.59 700

15 July 2005 6.50 516

15 July 2005 6.55 612

15 July 2005 6.63 420

15 July 2005 6.82 395

15 July 2005 6.62 162

15 February 2006 6.49 6,000

24 February 2006 5.62 2,000

1 August 2006 5.45 3,000

24 October 2006 5.59 2,000

13 November 2006 5.16 6,000

11 December 2006 6.33 2,000

23 January 2007 6.52 4,000

20 February 2007 6.05 5,000

15 October 2008 6.62 3,255

15 April 2009 6.61 10,000

25 February 2010 6.64 16,000

14 November 2012 6.59 5,000

5 February 2013 7.08 5,500

25 February 2013 6.09 4,000

10 March 2014 6.71 6,000

15 March 2014 6.68 5,000

1 December 2014 6.85 7,500

20 January 2015 6.78 5,000

25 February 2015 6.68 16,000

116,510
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Fair Value
The fair value of financial instruments is shown as follows:

Council and Consolidated 2005 Council and Consolidated 2004

Carrying Carrying

Amount Fair value Amount Fair value

$000 $000 $000 $000

Assets

Cash and bank 107 107 18 18

Current investments and loans 37 37 881 881

Non-current investments and loans* 23,855 23,855 19,179 19,179

Liabilities

Term debt 106,671 106,828 96,931 97,164

Finance lease liabilities 2,031 2,031 1,309 1,309

*  Shares in other organisations are carried at values as stated in Note 9. It is not practical to estimate fair values of 
Council’s shareholdings as there are no quoted market prices for the shares.

The revaluation of interest rate swaps held by Council shows an unrealised mark-to-market revaluation loss of 
$753,505 as at 30 June 2005 (2004 unrealised gain $545,638). This is a non-cash revaluation loss brought about by 
the comparison of the swap fixed rate with the negative interest rate yield curve. The revaluation loss is increased 
by the lengthening of several of the swap maturities during the year. The Money Market expects the yield curve 
to rise during the next year and this will reverse the revaluation losses. This non-cash revaluation loss has not been 
recognised in the Statement of Financial Performance.

In conjunction with Council’s treasury advisors it was considered prudent to lock in these rates to provide Council 
with interest rates in the medium- and long-term that are below historical averages and to also manage interest 
rate risk.

N O T E  2 3 :  C U R R E N C Y  R I SK
Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign exchange 
rates. Foreign currency forward exchange rates are used to manage foreign currency exposure. Council’s policy is 
that foreign currency exposure of amounts greater than $25,000 are to be covered by way of forward exchange 
contracts. Council held foreign currency forward exchange contracts of $505,858 as at 30 June 2005 (2004, $nil).

Council and Consolidated 2005 Council and Consolidated 2004

Carrying Carrying

Amount Fair value Amount Fair value

$000 $000 $000 $000

Foreign currency forward exchange contracts 506 497 0 0
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N O T E  2 4 :  R E M U N E R AT I O N  O F  M A Y O R ,  C O U N C I L L O R S  A N D 
C H I E F  E X E C U T I V E

Mayor and Councillors

The following people held office as elected members of Council during the year ended June 2005. The total 
remuneration received by elected members during the year totalled $808,853 (2004, $782,538). Remuneration 
includes salary, statutory meeting allowances, directors fees, motor vehicle allowance and other taxable allowances.

Counci l  and Consol idated

2005 2004

$ $

Mayor

Michael Redman 

 Salary and taxable allowances 73,293 0

 Motor vehicle 2,838 0

Councillors

Daphne Bell 35,898 0

Peter Bos (2005 includes payment of Novotel directors fees $4,070) 57,307 57,619

Gordon Chesterman 39,514 0

Joe Di Maio 35,652 0

John Gower 55,590 47,877

Roger Hennebry 51,590 45,437

Dave Macpherson 56,736 55,443

Pippa Mahood 57,525 56,764

Glenda Saunders 38,003 0

Bob Simcock 39,214 0

Grant Thomas 51,278 55,399

Maria Westphal 34,850 0

Ewan Wilson 52,786 56,985

 

Mayor and Councillors paid up to Oct 2004 (not re-elected)

Mayor – David Braithwaite 31,461 104,469

Ted Armstrong 18,518 59,090

Jody Garrett 13,683 45,565

Mavora Hamilton 13,923 46,652

Brian Impson 16,683 56,644

Jocelyn Marshall 14,853 47,567

Bill Ward 14,658 47,027

Total cost 805,853 782,538 
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Chief Executive

The Chief Executive of Hamilton City Council, Tony Marryatt was appointed under section 42(1) of the Local 
Government Act 2002. For the year ended June 2005, the total annual cost to Hamilton City Council of the 
remuneration package being received by Tony Marryatt was $266,207 (2004, $251,596).

Counci l  and Consol idated

Actual Actual

2005 2004

$ $

Salary 242,036 230,137

Motor vehicle 17,682 15,419

Superannuation subsidy 6,489 6,040

Total cost 266,207 251,596

Tony Marryatt is also a Director of Hamilton Riverview Hotel Ltd (appointed by Hamilton City Council) and received 
directors fees of $18,433 (2004, $12,600) for his work in that capacity.

N O T E  2 5 :  S E V E R A N C E  P AY M E N T S
For the year ended 30 June 2005 Council made severance payments to five employees totalling $52,818. The 
individual value of each of these severance payments is: $3,791; $7,062; $8,034; $8,769; $25,162.
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N O T E  2 6 :  S TAT E M E N T  O F  C O M M IT M E N T S
Counci l  and Consol idated

Actual Actual

2005 2004

$000 $000

Capital Expenditure Commitments

Approved and committed 22,281 6,468 

Non Cancellable Operating Lease Commitments

Not later than one year 994 1,116 

Later than one year and not later than two years 650 510 

Later than two years and not later than five years 229 206 

Later than five years 136 144 

2,009 1,976 

Total Commitments 24,290 8,444 

In addition to the above commitments, Council has authorised the following capital projects:

Counci l  and Consol idated

Actual Actual

2005 2004

$000 $000

Roading 12,805 5,529

Stormwater 718 522

Wastewater 1,863 1,025

Water supply 3,294 2,341

Parks and gardens 2,821 2,333

Other activities 4,420 5,637

25,921 17,387

N O T E  2 7 :  C O N T I N G E N C I E S
Guarantees

Council is at times requested to act as Guarantor to loans raised by community organisations and sports clubs to 
construct facilities on Council reserve land. These structures form part of the reserve but are not included in the fixed 
asset figures. Council’s potential liability under the guarantees is as follows:

Counci l  and Consol idated

Actual Actual

2005 2004

Lending Institution $000 $000

ANZ 268 0

ASB Bank 296 490

Bank of New Zealand 118 129

Westpac 239 398

921 1,017
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Insurance and Liability Claims

Council was involved as defendant in various public liability and professional indemnity claims at 30 June 2005. 
Council’s potential liability, if at all, would be its insurance excess. Council has also estimated its other liability 
claims.

Counci l  and Consol idated

Actual Actual

2005 2004

$000 $000

Insurance claim excess 316 349

Other liability claims 260 132

576 481

Thirty-four claims have been lodged with the Weathertight Home Resolution Service for buildings located within 
Hamilton city. It is yet to be determined whether each claim is in fact valid and/or against whom action will be taken 
and whether it will be persued.

Uncalled Capital or Loan

During May 2004, the shareholders of Waikato Regional Airport Ltd (WRAL) of which Hamilton City Council has a 
50 per cent shareholding, authorised the company issuing further shares totalling $21.6m to existing shareholders. 
This capital restructure is part of the WRAL Airport Development and allows WRAL to borrow at commercially 
favourable interest rates. 

The WRAL Airport Development is estimated to cost $20.5m over five years, which is being funded by new external 
borrowings of $14.6m and retained earnings. Whilst there are no plans to call up the capital, Council has a contingent 
liability for $10.8m for uncalled capital.

During March 2005, Council gave a commitment to WRAL to provide if necessary a further $1m by way of uncalled 
capital or by loan for the proposed purchase of land for future runway development. WRAL proposes to fund this 
purchase from sale of commercial land. Council’s liability is contingent upon WRAL not securing $2m funding by 30 
June 2007 or if the purchase by WRAL causes it to breach its covenants with the bank.

Counci l  and Consol idated

Actual Actual

2005 2004

$000 $000

Uncalled capital – Waikato Regional Airport Ltd 10,800 10,800

Uncalled capital or loan – Waikato Regional Airport Ltd 1,000 0 

11,800 10,800 

WEL Energy Trust

Council is a 63 per cent capital beneficiary of the WEL Energy Trust. The life of the trust ends in 2073 unless 
terminated earlier if its purpose is completed. Given the uncertainties surrounding the life of the trust, Council is 
unable to accurately establish the appropriate value of its 63 per cent share.
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N O T E  2 8 :  T R A N S I T  N E W  Z E A L A N D  A C T  D I S C L O S U RE S
This information is presented in accordance with section 31 of the Transit New Zealand Act which requires Council 
to seperately disclose those activities that use their own staff or assets in providing in-house professional services for 
which funding is received from the Land Transport Disbursement Account.

Counci l  and Consol idated

Actual Actual

2005 2004

Roads and Traffic Business Unit $000 $000

Revenue

In-house professional services 814 847

Other revenue 1,096 1,133

Less Operating Expenditure (1,872) (1,823)

Net surplus 38 157

The net surplus on operation of the roads and traffic business unit is allocated to relevant outcome areas.

Counci l  and Consol idated

Actual Actual

2005 2004

Design Services Business Unit $000 $000

Revenue

In-house professional services 766 972

Other revenue 2,070 1,920

Less Operating Expenditure (2,744) (2,623)

Net surplus 92 269

The net surplus on operation of the design services business unit is allocated to relevant outcome areas.

N O T E  2 9 :  E X T E R N A L  C O N S U LTAN T S
The following payments comprising legal and professional fees were made to external consultants:

Counci l  and Consol idated

Actual Actual

2005 2004

$000 $000

Chief executive’s office 41 91

Community services 133 135

Corporate 183 363

Environmental services 243 197

Works and services 301 148

901 934

N O T E  3 0 :  S TAT E M E N T S  O F  S E R V I C E  P E R F O R M A N CE
During the period 19 May to 12 June 2005 International Research Consultants Ltd carried out a survey on public 
perceptions and interpretation of Council services and representation. The survey is prepared on a scientific basis with 
a margin of error of plus or minus 3.7 per cent at the 95 per cent confidence level, having a random sample of 701 
residents in the city of Hamilton. The survey results have been reported in the Statements of Service Performance.

All physical maintenance and capital works are carried out under contract. Planning, programming, management, 
supervision and auditing the standards of the roading and utilities networks are carried out by Council’s in-house 
engineering business units or independent consultants. All design work is undertaken by registered engineers. These 
contracts remain in maintenance until the required performance is achieved and only then is the contract fully 
paid.
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N O T E  3 1 :  RECONCILIATION OF APPROVED TO RESTATED BUDGET
STATEMENT OF FINANCIAL PERFORMANCE Approved Carryover Restated

Budget from 03/04 Other Budget
$000 $000 $000 $000

Revenue from Outcome Areas
Sustaining Hamilton’s environment 11,379 0 0 11,379
Growing Hamilton 14,980 71 125 15,176
Promoting Hamilton 0 0 0 0
Experiencing arts, culture and heritage in Hamilton 1,613 0 0 1,613
Living in Hamilton 3,533 0 0 3,533
Enjoying Hamilton 5,592 0 1 5,593
Less internal revenue (3,500) 0 0 (3,500)
Total Revenue from Outcome Areas 33,597 71 126 33,794

Rates 73,850 0 0 73,850
Less rates charged to Council properties (350) 0 0 (350)
Total Rates 73,500 0 0 73,500

Revenue Assigned to Asset Development
Transfund NZ capital subsidies 2,384 1,234 0 3,618
Contributions – vested assets 4,125 0 0 4,125
Other capital contributions 3,836 778 (80) 4,534
Total Revenue Assigned to Asset Development 10,345 2,012 (80) 12,277

Other Revenue 1,572 0 0 1,572

Total Operating Revenue 119,014 2,083 46 121,143

Expenditure from Outcome Areas
Sustaining Hamilton’s environment 35,942 554 2 36,498
Growing Hamilton 29,788 440 65 30,293
Promoting Hamilton 1,756 96 0 1,852
Experiencing arts, culture and heritage in Hamilton 13,153 190 (5) 13,338
Living in Hamilton 14,321 1,566 21 15,908
Enjoying Hamilton 24,371 417 43 24,831
Less internal expenditure (3,500) 0 0 (3,500)
Less rates charged to Council properties (350) 0 0 (350)
Less internal transfers to reserves 0 0 (64) (64)
Less interest on internal borrowing (925) 0 0 (925)
Total Expenditure from Outcome Areas 114,556 3,263 62 117,881

Other Expenditure 40 0 0 40

Total Operating Expenditure 114,596 3,263 62 117,921

Net Surplus 4,418 (1,180) (16) 3,222

This is a reconciliation of the community plan budgets to restated budgets as presented in the Statement of 
Financial Performance and notes 1 to 4. Restated amounts relate to approved carryover budgets from 2003/04, 
transfers of budgets, and presentation of internal charges that were not included in the community plan. 

STATEMENT OF FINANCIAL POSITION Approved Carryover Restated
Budget from 03/04 Other Budget

$000 $000 $000 $000
Equity 1,539,304 17,392 0 1,556,696

Fixed Assets 1,630,674 17,392 0 1,648,066
Net Assets 1,630,674 17,392 0 1,648,066

The annual plan budgets as presented in the Statement of Financial Position have been restated as above. Restated 
amounts relate to approved carryover budgets from 2003/04, and transfers of budgets. All other budgets not shown 
are as per the community plan.
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N O T E  3 2 :  M A J O R  B U D G E T  V A R I A N C E S
Statement of financial performance
Council made a net surplus of $20.33m, an increase of $17.11m over the budgeted net surplus of $3.22m.

The major reasons for this favourable variance were: additional level of of assets vested to Council $7.24m, higher 
contribution from subdividers and other capital contributions $2.58m, higher level of Transfund subsidy $1.42m, 
lower level of interest expense $1.48m (after eliminating internal borrowing interest), lower level of depreciation 
$0.71m, share in associate’s surpluses $0.67m, and favourable net expenditure of $2.96m due to timing of 
expenditure between financial years.

Major items offsetting these favourable variances were: the net writeoff on disposal of assets $0.29m and provision 
for landfill $0.37m which are favourable to budget.

Statement of movements in equity
The level of equity as at 30 June 2005 was $7.46m higher than budget. The favourable net surplus noted above, and 
net increase in revaluation reserves $8.49m, offset the lower than budgeted opening equity balance.

Statement in financial position 
The level of net assets as at 30 June 2004 was $7.46m higher than budget.

Term debt was lower than budget by $22.55m, primarily due to an increase in internal borrowing $5.90m, which 
was used to offset external borrowing requirements during the 2004/05 financial year, and also various loan funded 
projects deferred to the 2005/06 financial year.

Fixed assets was $21.16m lower than budget, primarily due to capital projects deferred to 2005/06.

Investment properties was higher than budget, mainly due to an adjustment to recognise a revaluation increase of 
$4.36m.

Investment was $4.22m higher than budget, primarily due a $3.26 loan made to CTC Aviation Training (NZ) Ltd 
– refer note 8.

Statement of cash flows
The overall movement in cash held was $1.71m higher than budget.

Net cash inflows from operating activities was $14.82m higher than budget. Major favourable variances were higher 
transfunds capital subsidies and other capital contributions received, lower interest paid, and lower level of payment 
to suppliers due to year end creditors being higher than last year.

Net cash outflows from investing activities was $12.79m higher than budget. Major variances were the higher spend 
on capital expenditure $8.8m mainly due to carryover of projects from 2003/04 to 2004/05, and the loan to CTC 
Aviation Training (NZ) Ltd $3.26m, which was not budgeted.

Net cash inflows from financing activities was $0.34m lower than budget. Gross borrowings were higher than 
budget due the timing of refinancing requirements, but this was offset by higher than budgeted loan repayments.

N O T E  3 3 :  EVENTS AFTER BALANCE DATE
Council received a dividend of $212,891 from Hamilton Riverview Hotel Ltd (Novotel) on 19 July 2005. This will be 
recognised in Council’s statement of financial performance for the year ended 30 June 2006.
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COUNCIL CONTROLLED ORGANISATIONS  
AND COUNCIL ORGANISATIONS

INFORMATION ON COUNCIL CONTROLLED ORGANISATIONS 
AND COUNCIL ORGANISATIONS
Council operates two Council Controlled Organisations (CCOs), Hamilton Properties Ltd and Waikato Regional Airport 
Ltd. 

In addition, Council has interests in Council Organisations (CO’s) including a shareholding in a Joint Venture in Hamilton 
Review Hotel Ltd (Novotel) and a minor shareholding in NZ Local Government Insurance Co. Ltd. The later organisation 
has been specifically exempted as a CCO in accordance with section 6(4)(f) of the Local Government Act 2002).

The following explains what the organisations do and the performance:

HAMILTON PROPERTIES LTD

Hamilton Properties Ltd is no longer trading and is 100 per cent owned by Council. Council has retained Hamilton Properties 
Ltd as a non-operating company, with the view to utilizing its tax losses in the future.

 •  For more information on the activities of Hamilton Properties Ltd, contact Mike Garrett, General Manager 
Corporate, Hamilton City Council, Private Bag 3010, Hamilton.

WAIKATO REGIONAL AIRPORT LTD 

Waikato Regional Airport Ltd replaced the Airport Authority in 1989, which previously ran Hamilton Airport (and in which 
Council had a shareholding).

The objective of the airport company is to operate a successful commercial business, providing safe, appropriate and efficient 
services for the transportation of people and freight in and out of the port of Hamilton.

Council holds 50 per cent of the airport company’s shares. The remaining shares are owned by Matamata-Piako, Otorohanga, 
Waikato and Waipa district councils.

Waikato Regional Airport Ltd reported a net surplus of $238,377 for the year ended 30 June 2005 (2004, $350,234).

No dividend was paid in 2005 (2004, nil).

Refer to Note 9 of the financial statements for investment details and Council’s share of the net surplus.

A comparison of the company’s financial and performance measures for the year ended 30 June 2005 is shown below.

Actual Statement 
of Corporate 

Intent Targets

Operating surplus after taxation to shareholders’ funds 1.16% 1.12%

Operating surplus before taxation and interest to total assets 3.24% 2.43%

Operating surplus after taxation to total assets 0.74% 0.67%

Operating surplus before taxation and interest to shareholders’ funds 5.04% 4.03%

Percentage of non-landing charges revenue to total revenue 76.50% 77.81%

Net asset backing per share $7.25 $9.88

Interest rate cover 3.4 1.7

Total liabilities to shareholders’ funds 35:65 32:68

 •  For more information on the activities of the Waikato Regional Airport Ltd, contact: Hugh McCarroll, Chief 
Executive, Airport Road, RD2, Hamilton.

HAMILTON RIVERVIEW HOTEL LTD (NOVOTEL) 

In May 1998, Council entered into a joint venture agreement for the purpose of developing a Hotel and Conference Centre 
on a site bounded by Victoria Street, Alma Street and the Waikato River in Hamilton. 
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Council holds 41.38 per cent of the shares in the Hamilton Riverview Hotel Ltd. Tainui Development Ltd and AAPC NZ 
PTY Ltd hold the remaining shares. 

Hamilton Riverview Hotel Ltd reported a net surplus of $1,691,828 for the year ended 31 December 2004 (2003, net 
surplus $1,028,872).

A dividend of $514,486 was paid in the year ended 31 December 2004 (2003, nil). Council’s share of $212,891 has been 
recognised in note 4 of the financial statements for year ended 30 June 2005.

Subsequent to balance date Hamilton Review Hotel Ltd declared a dividend $514,486. Council received a dividend $212,891 
on 19 July 2005. This will be recognised in the Council’s financial performance for the year ended 30 June 2006.

Refer to Note 9 of the financial statements for investment details and Council’s share of the net surplus.

 •  For more information on the activities of Hamilton Riverview Hotel Ltd, contact Mike Garrett, General Manager 
Corporate, Hamilton City Council, Private Bag 3010, Hamilton.

NZ LOCAL GOVERNMENT INSURANCE CO. LTD 

NZ Local Government Insurance Co. Ltd’s prime objective is to ensure the long-term provision of stable and cost effective 
risk financing products for local government in New Zealand.

Council holds 3.17 per cent of the shares in the NZ Local Government Insurance Co. Ltd. The remaining shares are held 
by other councils in New Zealand.

NZ local Government Insurance Co. Ltd reported a net surplus of $1,978,555 for the year ended 31 December 2004 (2003, 
net surplus $1,262,931).

No dividend was paid in the year ended 31 December 2004 (2003, nil), although a dividend was declared on 24 June 
2005. Councils received a net dividend of $24,327 – this has been recognised in note 4 of the financial statements for the 
year ended 30 June 2005.

Refer to Note 9 of the financial statements for investment details and Council’s share of the net surplus.

 •  For more information on the activities of NZ Local Government Insurance Co. Ltd, contact Mike Garrett, General 
Manager Corporate, Hamilton City Council, Private Bag 3010, Hamilton.

COUNCIL CONTROLLED ORGANISATIONS  
AND COUNCIL ORGANISATIONS



ANNUAL REPORT 2004/05 www.hcc.govt.nz/annualreport/  
HAMILTON CITY COUNCIL  

1 6 0
F

IN
A

N
C

IA
L

 S
E

C
T

IO
N

REPORT ON THE FUNDING AND FINANCIAL POLICES 

REPORT ON FUNDING AND FINANCIAL POLICIES

INTRODUCTION

Each local authority is required to prepare and adopt a Revenue and Financing Policy, Funding Impact Statement, Investment 
Policy, and Liability Management Policy as part of its Long-Term Council Community Plan (LTCCP).

Schedule 10 of the Local Government Act 2002 specifies that every local authority must provide in its annual report suf-
ficient information about each of the documents listed above to enable an informed assessment of the extent to which the 
objectives and provisions of the strategy and policies have been met during that year.

The information required should include an explanation of any significant variation between:

 • the objectives and policies of the Funding and Financial Policy set out in the LTCCP for the financial year, and

 • the actual achievement of those objectives and policies.

OVERVIEW

During 2004/05 Council made significant progress towards the achievement of objectives and policies for the year as set 
out in the Funding and Financing Policy of the LTCCP relating to its Revenue and Financing Policy, Funding Impact State-
ment, Investment Policy and Liability Management Policy. 

Details of achievement against the objectives and policy are set out below.

1. Revenue and Financing Policy

 Background
  The Long-Term Council Community Plan (LTCCP) identifies significant activities of Council and provides for the associ-

ated estimated future expenses, revenues, cashflows and other movements in the Statement of Financial Performance 
and Statement of Financial Position. The general aim of the LTCCP is to ensure that Council has adequately considered 
and accounted for its future operations in accordance with the following six principles:

  • prudent management of Council activities in the interest of the city and its inhabitants

  • adequate provision for expenditure needs of Council

  • adequate consideration and assessment of benefits and costs of different options

  • lawful funding mechanisms that on reasonable grounds can be considered as appropriate

  • maintaining prudent levels of debt in accordance with the Liability Management Policy, and

  • operating revenue to cover all projected operating expenses.

 Overall Performance
  The net surplus for the year 2004/05 was $20.33m, which is $15.91m more than that outlined in the LTCCP of 

$4.42m. 

  However after adjusting for carryover budgets from 2003/04 and other adjustments, the LTCCP net surplus has been 
restated at $3.22m. This results in the net surplus for the year 2004/05 exceeding the restated LTCCP net surplus by 
$17.11m. (Refer to note 31 of the financial statements – reconciliation of approved to restated budget).

   Major variations to the restated LTCCP are explained in note 32 of the financial statements.
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REPORT ON THE FUNDING AND FINANCIAL POLICES 

 Specific Objectives and Targets

Objective 2005 Targets Performance Significant Variations,  
Comments

To maintain the direction 
specified in the Long-Term 
Council Community Plan 
(LTCCP).

Achieve the budgeted 
figures specified in the 
LTCCP.

Net surplus of $20.33m 
against a restated LTCCP 
of $3.22m.

Refer to note 32 of the 
financial statements for 
explanation of major vari-
ances

To manage the level of 
commitments and contin-
gencies.

Total contractual com-
mitments do not exceed 
$2m.

This target was not met. 
Contractual commitments 
totalled $22.28m. Signifi-
cant contracts include the 
Water treatment station 
upgrade, Hamilton South 
Reservoir. Refer to the 
note 26 of the financial 
statements.

Council has a number of 
projects that were com-
mitted but not completed 
in the 2004/05 financial 
year. Funding for these 
projects in the 2004/05 fi-
nancial year will be carried 
forward to 2005/06.

Total contingencies do not 
exceed 2% of the general 
rate levied or the preceding 
financial year, (noting that 
for loan guarantees to only 
include the total annual 
contingent loan servicing 
charges of the loans, not 
the full value of the loan 
guarantees).

Achieved. Current contin-
gencies are 0.9% of the 
general rate levied for the 
2004/05 financial year. 
This figure is based on the 
total annual contingent 
loan servicing charges on 
loans Council has guaran-
teed, plus any insurance 
claim excess and other li-
ability claims, as disclosed 
in note 27 of the financial 
statements, and outlined in 
Section 2.9 of the Revenue 
and Financing Policy.

No significant variation.

To maintain a mix of fund-
ing mechanisms to meet 
the total funding require-
ments of the city.

Fees and charges comprise 
at least 20% of total rev-
enue.

Achieved. Fees and charges 
comprised 27.1% of total 
revenue.

No significant variation.

Differentials on property 
sectors maintained to 
achieve the rate recovery 
specified in the LTCCP.

Achieved. Rate revenue is higher 
than budgeted by $18,000 
– refer note 2 of the finan-
cial statements.

2. Funding Impact Statement

 Background
  The Revenue and Financing Policy, as outlined in the LTCCP, is designed to ensure that the allocation of costs by 

function is met by the people or groups benefiting from the function. The Funding Impact Statement disclosed in the 
LTCCP outlines the funding and rating mechanisms of Council for the following year, in accordance with the policies 
outlined in the Revenue and Financing Policy.

 Overall Performance
 Council has generally achieved the planned mix of funding and rating.

 The actual allocation of the costs of Council’s functions is not significantly changed from the LTCCP.

3. Investment Policy

 Background
  Council delegates responsibility for management, monitoring and reporting of Council’s investments and activities to 

its Finance and Audit Committee, and its Finance and Administration Unit. 

  The investment policy document sets out the parameters for the operation of the Finance and Administration Unit, and 
the volume of investments that Council will be involved with. The mix of investments between current and non-current 
is determined according to Council’s working capital needs. Refer to the LTCCP for detailed outline of the policy.
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 Overall Performance
  There are no significant variations or material departures from Council’s Investment Policy as reported in the LTCCP or 

as revised by Council during the year.

 Specific Objectives and Targets

Objective 2005 Targets Performance Significant Variations,  
Comments

To manage risks associated 
with investments.

Any operating cash flow 
surpluses to be managed 
on a prudent cash man-
agement basis.

Achieved. No significant variations.

Synthetic instruments may 
be used to manage inter-
est rate and exchange rate 
risk.

No synthetic instruments 
currently used for invest-
ments.

Use of proceeds of asset 
sales (excluding vehicles 
and light plant).

Proceeds to be used for 
reduction of debt except 
as specifically authorised 
by Council or subject to 
legislative restrictions

Achieved.

4. Liability Management Policy

 Background
  Council delegates responsibility for the management, monitoring and reporting of Council’s debt and associated risks 

to its Finance and Audit Committee and its Finance and Administration Unit.

  The main function of the Liability Management Policy is to ensure that Council’s debt and its associated risks are 
maintained at prudent levels. Refer to the LTCCP for a detailed outline of the policy.

REPORT ON THE FUNDING AND FINANCIAL POLICES 
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 Overall Performance
  There are no significant variations or material departures from Council’s Liability Management Policy as reported in the 

LTCCP or as revised by Council during the year. 

 Specific Objectives and Targets

Objective 2005 Targets Performance Significant Variations,  
Comments

To manage interest rate 
and credit risk exposure.

Minimum (50%) and 
maximum (95%) levels of 
fixed borrowing are not 
exceeded.

Achieved. No significant variations.

To maintain debt within 
specified limits and ensure 
adequate provision for re-
payments to maintain ad-
equate liquidity.

Net debt does not exceed 
15% of total ratepayers’ 
equity.

Achieved: 6.5% (8.6%, 
if internal borrowing in-
cluded). Refer to Financial 
Overview.

Net debt does not exceed 
150% of total income for 
the year.

Achieved: 74.2% (99.4%, 
if internal borrowing in-
cluded). Refer to Financial 
Overview.

Debt interest payments do 
not exceed 15% of the to-
tal income for the year.

Achieved: 6.2% (5.1%, if 
internal borrowing is ex-
cluded). Refer to Financial 
Overview.

Debt interest payments do 
not exceed 20% of the rat-
ing income for the year.

Achieved: 11.5% (9.4%, 
if internal borrowing is ex-
cluded). Refer to Financial 
Overview.

Term debt and committed 
borrowing facilities is not 
less than 110% of existing 
net debt, including work-
ing capital requirements.

Achieved: 140.2%. Refer 
to Financial Overview.

Net debt does not exceed 
$1,500 per capita.

Achieved: $764 ($1,024, 
if internal borrowing in-
cluded). Refer to Financial 
Overview.

To maintain security for 
public debt by way of a 
charge over rates through 
the Debenture Trust Deed, 
or registered mortgage 
over specific assets.

Security documentation is 
reviewed to ensure com-
pliance.

Achieved.

To ensure that transactions 
involving foreign currency 
exceeding $25,000 in val-
ue are hedged by way of 
forward cover contracts.

Compliance with this policy 
is monitored by reviewing 
payments in foreign cur-
rency.

Achieved. All known for-
eign currency payments 
hedged.

REPORT ON THE FUNDING AND FINANCIAL POLICES 


