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MESSAGE FROM THE MAYOR AND CHIEF EXECUTIVE

Introduction
We are pleased to present the Annual Report for the 2007/2008 year.

Each year, Council faces new challenges and continues to deliver a high level of service to its
Community.

During the 2007/2008 year, Council has continued to deliver the following services to the
Community:

» Transport Management (including Roading, Footpaths, Street Cleaning & Stormwater)

*  Water Supply

e Wastewater Collection and Disposal

* Refuse Collection

* Refuse Disposal

* Zero Waste Initiatives

e Library

* Maurie Kjar Swimming Pools

¢ Public Halls (Ron Hardie Recreation Centre, Town Hall, Concert Chambers)

* Town Centre Toilets

e Sports Fields

» Passive Reserves

» Street Trees and Road Berm Maintenance

e Bedding Displays

¢ Playgrounds

e Pathway to Health

¢ Resource Management

* Building & Other Inspection

* Environmental Health (food premises, noise control, liquor licensing)

« Dog Control & Registration

e Economic Development (including the Information Centre, Event Marketing Fund,
Regional Economic Development Agency funding)

» Civil Defence

e Cemetery

¢ School Holiday Programmes

» Creative New Zealand Administration

Financial Performance

Council’s financial position remains strong. The operating deficit for the year was $612,256
compared to a budgeted deficit of $962,050.



Budget Actual Variance
Operating Revenue $6,908,480 $7,131,280 $222,800 3%
Operating Expenditure $7,870,530 $7,743,536 $126,994 2%
Operating Deficit $962,050 $612,256 $349,794 36%

Budget Actual Variance
Assets $53,922,340 $53,278,387 $(643,953) (1)%
Liabilities $1,519,170 $2,089,945 $(570,775) | (38)%
Ratepayer Equity $52,403,170 $51,188,442 $(1,214,728) (2)%

Explanation of significant variances can be found in Note 30 to the accounts.

Non-Financial Performance

This year, Council achieved 81% of the non-financial performance targets set in the Long-
Term Council Community Plan. These are reported in the Statements of Service Performance
section of this report. This compares favourably to the 2006/07 achievement rate of 76%.

Particularly pleasing were the following results of the Customer Satisfaction Survey:

Kawerau National Average
Satisfaction with the Mayor and Councillors 85% 54%
Satisfaction with the Way Rates Are Spent 85% 70%
Satisfaction with Council Staff 84% 59%

Highlights for 2007/2008

Local Body Elections

The local body elections in October 2007 saw the re-election of Mayor Malcolm Campbell
and Councillors Russell Chase, Alistair Holmes, Bernie Joyes and Berice Julian. Councillor
Anita Moore returned after a three year break and three new members were elected,
Councillors Wes Allen, Carolyn lon and Stephen Tuhoro.

Library — People’'s Network

In November 2007, Kawerau became the first Community in New Zealand to benefit from the
Aotearoa People’s Network, collaboration between the National Library, public libraries and
business, which provides free access to broadband internet services through public libraries.
The network provides the equipment and access to the internet at no cost to Council.




New Policies/Strateqgies

During the year, Council adopted a Youth Policy and a Positive Ageing Strategy.

Council's Youth Policy was adopted in July 2007 and includes the formation of a Youth
Council. The Youth Council will consist of nine 8-24 year olds who will meet monthly to
discuss youth issues and work on youth projects. It will provide a young person’s point of
view to Council.

Council's Positive Ageing Strategy was adopted in June 2008. Council's desired outcomes
for this strategy are firstly to promote a positive attitude to ageing and older people, but also
to enable older people to:

e Contribute to Council’'s decision-making processes
« Contribute and participate in the Kawerau District lifestyle, and
* Have access to Council services and resources

Building Consent Authority Accreditation

A significant milestone during the year saw Council accredited by International Accreditation
New Zealand and registered by the Department of Building and Housing as a Building Consent
Authority (BCA).

This is in line with the requirements of section 215 of the Building Act 2004.

The 2004 building law changes followed the problems experienced throughout the country
with leaky buildings and required that all Council building consent operations be accredited
by an independent body.

The accreditation process entailed a complete review of systems, policies and procedures to
ensure that building consents and building work were thoroughly scrutinised before approval.
It also involved stringent tests for competency of staff and contractors.

Council must maintain accreditation and registration at all times, otherwise it cannot lawfully
issue building consents or carry out inspections or certify building work.

The BCA registration process requires that the BCA be reviewed and accredited by an

independent body every two years to ensure that systems are robust and standards continue
to be met. Council’s first accreditation re-assessment is due in March 2010.

Pathway to Health

The Pathway to Health Programme aimed at increasing awareness of and access to
physical activity opportunities within the Eastern Bay of Plenty commenced in September
2007. The Programme is designed to increase physical activity which has been identified as
a critical component to health improvement and disease prevention within communities. In
particular, groups of Maori, youth, older persons and families will be priority targets for this
project.

Pathway to Health is a joint initiative between SPARC, ACC, Bay of Plenty District Health
Board, Sport Bay of Plenty, Toi Te Ora Public Health, Mataatua Sports Trust and the three
Eastern Bay District Councils. It is managed by the Active Eastern Bay Technical Group and
overseen by a Governance Group consisting of Mayors and Chief Executive Officers of the
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Partner Organisations. A part time co-ordinator has been employed in Kawerau to promote
and encourage physical activity through specific campaigns whilst working together on
regional initiatives with co-ordinators in Opotiki and Whakatane.

This Health Programme is a wonderful opportunity for our Community and sports clubs to
increase physical activity to improve our health.

Dog Control and Enforcement Services

Some changes occurred during the year in the way that Council delivers its dog control and
other general enforcement services, including noise control.

A staff resignation afforded an opportunity to trial the use of contractors to cover all dog
control field work including routine patrols, incident call-outs and field instructions.
Previously, contractors were used only for after-hours field work and leave cover for dog
control work and attended all noise complaints.

Some excellent outcomes came from the trial with a backlog of work attended to and better
control exercised in the management of service requests.

Negotiations were successfully concluded with Sphere Technologies Limited (trading as
Coastline Security) to provide regulatory compliance monitoring, complaint or incident
response and enforcement functions covering dog control, noise control and various general
functions for a three-year contract commencing on 1 July 2008.

A Dog Control Officer has been retained in a part-time capacity to direct operations and
maintain administrative systems.

District Plan Review

Work commenced on the comprehensive ten-year review of the Kawerau District Plan which
is due by June 20089.

Council has retained the services of resource planning consultants, Wasley Knell
Consultants, to undertake the bulk of the work required to complete the review project.

Work completed has covered:

« Development of a draft format for the review including the linking of objectives, policies
and rules.

e Consideration of Resource Management Act Amendment provisions.

« Areview of permitted activities and performance standards for each zone.

« Areview of the Bay of Plenty Regional Policy Statement.

« A review of Bay of Plenty Regional Plans to ascertain whether there are matters that the
District Plan must not be inconsistent with.

The review programme provides for a Draft District Plan document to be made available for
public consultation prior to notification of a Proposed District Plan. The draft process is non-
statutory, but will provide an excellent opportunity to obtain community and other stakeholder
input before committing to the formal notification process which is targeted for early 2009.



Permanent Whitewater Slalom Course on Tarawera River

In November 2007, Council agreed to develop a permanent slalom course on a 450 metre
section of the Tarawera River in conjunction with Whitewater Slalom NZ. This will enable
Kawerau to host a series of national competitions and become available all year round as a
training venue for both national and international canoeists. This involves a two stage
approach:

e Stage One: Clearance of plant pests and obstacles from the western embankment
and an upgrade of the walkway to allow safe passage for competitors and visibility for
spectators and judges. Construction of temporary competitor gates and judging
platforms.

e Stage Two: Follow up plant pest control, planting of appropriate natives to beautify
and control embankment, installation of permanent competitor gates, timing
equipment, judging platforms, lighting, a public address system and boardways.

Stage one was completed during the 2007/08 summer. Whitewater Slalom NZ initially
booked five tournaments over the summer season, but due to the extremely dry conditions
around the country, Kawerau hosted almost all the official events over 16 tournament days.
As most of these events were held over a two day period, many kayakers arrived one or two
days prior to train on the course, some camping on the Waterhouse Street Reserve.

The exposure received by these competitions resulted in training camps being held during
school holidays and weekends. The course now features in most NZ Whitewater newsletters
and websites.

Subsequent to the receipt of a Compliance Certificate from Environment Bay of Plenty in
May 2008, work commenced on preparing the site for the permanent course features. Five
weekend events have been booked for the 2008/2009 season including the National
Championships over Easter.

Town Centre Security

A link was provided between the Council's town centre security cameras and the police
station to enable better monitoring and mitigation of anti-social behaviour in the town centre
and its environs. Additional cameras have been installed in Jellicoe Court and on the
Promenade.

Wastewater Treatment Plant

Carter Holt Harvey has modified its pulp waste and wastewater treatment facility into a
domestic effluent treatment facility. Once all the commissioning has been completed, the
plant will be handed over to Council in 2008/09 for Council to own and operate. The plant will
remove almost all of the solids from the town’s wastewater and the clean liquid will be
soaked into the ground through rapid infiltration basins. The treatment plant will be able to
treat effluent for up to 10,000 people.



Monika Lanham Reserve

A further stage of the Monika Lanham reserve development was completed which included
the planting of 20,000 trees, clearing of exotic trees and replacing them with native species,
developing walking tracks, and improving entrances and signage. The annual planting of
“Trees for Babies” was again a popular event and numerous members of the Community
participated in tree planting days.

S.P.C.A. Relocation

Council assisted the S.P.C.A. financially and with the organisation of its move to new
premises in Spencer Avenue. Council is appreciative of the work the S.P.C.A. does in
contributing to the welfare of the animals in the Kawerau Community.

Conclusion

The results of Council’'s performance during 2007/2008 are very pleasing. Services
continued to be delivered at the required level and Council’s financial position remains very
sound.

We would like to thank all Elected Members and Staff for their commitment and hard work,
which has produced excellent results. Our thanks also to the many volunteers who help
make Kawerau a great place in which to live, work and play and to the Community for its
support and input into Council’s decision-making processes throughout the year.

Malcolm Campbell, JP Russell George, CA
MAYOR CHIEF EXECUTIVE OFFICER



KAWERAU DISTRICT COUNCIL

The Council is made up of a Mayor and 8 Councillors. A Committee has been established
with full delegated authority to make most decisions.

Mayor : M J (Malcolm) Campbell, JP 323-7772
Deputy Mayor : B H (Bernie) Joyes 322-8851
Councillors :
W G (Wes) Allen 323-9144
R J (Russell) Chase 323-7288
A J (Alistair) Holmes 323-7817
C J (Carolyn) lon 323-9046
B J (Berice) Julian 323-9190
A L (Anita) Moore 323-8704
S H (Stephen) Tuhoro 323-9373
Committee:
Regulatory & Services (Chairperson: Cr A J Holmes)

Chief Executive Officer & Heads of Departments:

Chief Executive Officer R B (Russell) George, CA
Manager, Operations & Services T D (Tom) McDowall, BE(Civil), NZCE
Manager, Regulatory & Planning C W (Chris) Jensen

Manager, Finance & Community Services W G (Gilmour) Jamieson, BA, CA (Scotland)



MISSION STATEMENT

To provide a base within the District for the pulp, paper and timber industries and
supporting activities and in particular, the best possible living environment for the
employees of these industries, their families and all other residents.

To identify and respond to the needs and aspirations of the residents of the District and
in particular provide the required services and facilities to enhance the quality of life of
all the District's residents.

To ensure that the independence of the District is maintained.

To promote the virtues of Kawerau and encourage industries of all types to the District.
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STATEMENT OF PRINCIPLES

To achieve its Mission, the Council will -

Communicate and liaise with the major industries and other industrial and commercial
interests located within the District and Local Authorities in the Bay of Plenty.

Maintain a flexible approach to the changing needs of the Kawerau community and
listen to and communicate with the Kawerau community in order to identify and
evaluate the needs and aspirations of the residents of the District.

Engender an attitude of cost effectiveness, service and responsiveness to the
community.

Remain sensitive to and supportive of the -cultural, social, educational and
environmental issues affecting the District.

Adopt a realistic annual budget which will allow for the adequate maintenance of all
existing services and facilities and the continual development of new and improved
services and facilities.

Communicate with the residents of the District, information on the Council's present
and future activities.

Liaise with the residents and the industries on environmental issues.

Maintain a fair system of rating to ensure that the District's facilities are maintained to
the highest standard possible.

Communicate and liaise with industries located outside the District so as to promote
Kawerau as a base to set up and trade from.
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COMPLIANCE WITH COUNCIL POLICIES

All local authorities are required to prepare the following funding and financial policy
documents:

. Revenue and Financing Policy

. Investment Policy

. Liability Management Policy

. Development Contributions or Financial Contributions Policy

. Partnerships with the Private Sector Policy

. Rates Remission and Rates Postponement on Maori Freehold Land Policy

This report provides an overview of the extent to which Council has complied with its policies.

REVENUE AND FINANCING POLICY

Council adopted its Revenue and Financing Policy in June 2006 as part of the 2006/2007 —
2015/2016 Long-Term Council Community Plan. The objective of this policy is to ensure that
the costs of Council's programmes are met by those benefiting from, or contributing to, the
need for the programme.

The overall funding mix achieved by Council was consistent with its Funding Policy.

INVESTMENT POLICY

Council delegates responsibility for the management, monitoring and reporting of its
investments to its Regulatory and Services Committee. The Investment Policy document
sets out the parameters for the operation of the 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.

There were no significant variations or material departures from Council’s objectives for its
investment activities as reported in the 2006/2007 Long-Term Council Community Plan.
Council’s investments returned $300,562 compared to the LTCCP estimate of $289,690.
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LIABILITY MANAGEMENT POLICY

Council's Liability Management Policy was adopted in June 2006. The policy ensures that
Council's debt and associated risks are maintained at prudent levels.

There were no significant variations or material departures from Council’'s Liability
Management Policy as reported in the 2006/2007 — 2015/2016 Long-Term Council
Community Plan.

FINANCIAL CONTRIBUTIONS POLICY

Council's Financial Contributions Policy retains the provisions of its District Plan that allows the
assessment of financial contributions.

No financial contributions were payable in the 2007/2008 financial year.

PARTNERSHIPS WITH THE PRIVATE SECTOR POLICY

Council's Partnerships with the Private Sector Policy sets out the circumstances in which
Council will enter into partnerships, consultation and conditions that will apply, risk assessment
and management requirements and monitoring and reporting that will occur.

Council has not entered into any partnerships with the private sector.

RATES REMISSION AND POSTPONEMENT FOR MAORI FREEHOLD LAND POLICY

This Policy sets out the conditions and criteria for the remission and postponement of rates on
Maori Freehold Land.

There were no variations or departures from Council’s policy as reported in the 2006/2007 —
2015/2016 Long-Term Council Community Plan.
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STATEMENT OF COMPLIANCE AND
RESPONSIBILITY
COMPLIANCE
The Council and Management confirm that all statutory requirements in relation to the Annual
Report, as outlined in the Local Government Act 2002, have been complied with.
RESPONSIBILITY

The Council and Management accept responsibility for the preparation of the Annual Financial
Statements and the judgement used in them.

The Council and Management accept responsibility for establishing and maintaining a system
of internal control designed to provide reasonable assurance as to the integrity and reliability of
the financial reporting.

In the opinion of the Council and Management, the Annual Financial Statements for the year
ended 30 June 2008 fairly reflect the financial position and operations of the Council.

M J Campbell, JP R B George, CA
Mayor Chief Executive Officer
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AUDIT NEW ZEALAND

Mana Arotake Aotearoa

AUDIT REPORT

TO THE READERS OF
KAWERAU DISTRICT COUNCIL’S
FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION
FOR THE YEAR ENDED 30 June 2008

The Auditor-General is the auditor of Kawerau District Council (the District Council). The
Auditor-General has appointed me, F Caetano, using the staff and resources of Audit New Zealand,
to carry out an audit on his behalf. The audit covers the District Council’s compliance with the

requirements of Schedule 10 of the Local Government Act 2002 that apply to the annual report of
the District Council for the year ended 30 June 2008, including the financial statements.

Unqualified Opinion
In our opinion:
. The financial statements of the District Council on pages 17 to 59:
comply with generally accepted accounting practice in New Zealand; and
- falirly reflect:
the District Council’s financial position as at 30 June 2008; and

the results of its operations and cash flows for the year ended on that
date.

. The service provision information of the District Council on pages 60 to 99 fairly reflects
the levels of service provision as measured against the intended levels of service provision
adopted, as well as the reasons for any significant variances, for the year ended on that
date; and

. The Council has complied with the other requirements of Schedule 10 of the Local
Government Act 2002 that apply to the annual report (the “other requirements”).

The audit was completed on 28 October 2008, and is the date at which our opinion is expressed.

The basis of our opinion is explained below. In addition, we outline the responsibilities of the
Council and the Auditor, and explain our independence.

Basis of Opinion

We carried out the audit in accordance with the Auditor-General’s Auditing Standards, which
incorporate the New Zealand Auditing Standards.

We planned and performed the audit to obtain all the information and explanations we
considered necessary in order to obtain reasonable assurance that the financial statements,
performance information and the other requirements did not have material misstatements, whether
caused by fraud or error.
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Material misstatements are differences or omissions of amounts and disclosures that would affect a
reader’s overall understanding of the financial statements, performance information and the other
requirements. If we had found material misstatements that were not corrected, we would have
referred to them in our opinion.

The audit involved performing procedures to test the information presented in the financial
statements, performance information and the other requirements. We assessed the results of those
procedures in forming our opinion.

Audit procedures generally include:

. determining whether significant financial and management controls are working and can
be relied on to produce complete and accurate data;

. verifying samples of transactions and account balances;

. performing analyses to identify anomalies in the reported data;

. reviewing significant estimates and judgements made by the Council;

. confirming year-end balances;

. determining whether accounting policies are appropriate and consistently applied; and
. determining whether all required disclosures are adequate.

We did not examine every transaction, nor do we guarantee complete accuracy of the financial
statements, performance information and the other requirements.

We evaluated the overall adequacy of the presentation of information in the financial statements,
performance information and the other requirements. We obtained all the information and
explanations we required to support our opinion above.

Responsibilities of the Council and the Auditor

The Council is responsible for preparing financial statements in accordance with generally accepted
accounting practice in New Zealand. The financial statements must fairly reflect the financial position
of the District Council as at 30 June 2008. They must also fairly reflect the results of its operations
and cash flows and the levels of service provision for the year ended on that date. The Council is also
responsible for meeting the other requirements of Schedule 10 and including that information in the
annual report. The Council’s responsibilities arise from section 98 and Schedule 10 of the Local
Government Act 2002.

We are responsible for expressing an independent opinion on the financial statements,
performance information and the other requirements and reporting that opinion to you. This
responsibility arises from section 15 of the Public Audit Act 2001 and section 99 of the Local
Government Act 2002.
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Independence

When carrying out the audit we followed the independence requirements of the Auditor-General,
which incorporate the independence requirements of the Institute of Chartered Accountants of
New Zealand.

Other than the audit and in conducting the audit of Long Term Council Community Plan, we have no
relationship with or interests in the District Council.

F Caetano

Audit New Zealand

On behalf of the Auditor-General
Auckland, New Zealand

Matters relating to the electronic presentation of the audited annual report

This audit report relates to the annual report of Kawerau District Council for the year ended 30 June
2008 included on Kawerau District Council’s website. Council is responsible for the maintenance and
integrity of the Kawerau District Council’s website. We have not been engaged to report on the
integrity of the Kawerau District Council’s website. We accept no responsibility for any changes that
may have occurred to the annual report since they were initially presented on the website.

The audit report refers only to the annual report named above. It does not provide an opinion on
any other information which may have been hyperlinked to/from the annual report. If readers of this
report are concerned with the inherent risk arising from electronic data communication, they should
refer to the published hard copy of the audited annual report and related audit report dated 28
October 2008 to confirm the information included in the audited annual report presented on this
website.

Legislation in New Zealand governing the preparation and dissemination of annual reports may
differ from legislation in other jurisdictions.
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KAWERAU DISTRICT COUNCIL

STATEMENT OF FINANCIAL PERFORMANCE
For the Year Ended 30 June 2008

2006/07 Note Budget 2007/08
Income
5,584,150 Rates revenue 3 5,780,610 5,915,904
1,047,372 Other revenue 4 1,127,870 1,223,007
(5,834) Other gains/(losses) 5 0 (7,631)
6,625,688 Total Income 6,908,480 7,131,280
Expenditure
2,357,005 Employee benefit expenses 6 2,438,180 2,506,533
1,713,490 Depreciation and amortisation 13,14 2,098,760 2,149,530
3,057,571 Other expenses 7 3,333,480 3,080,468
4,907 Finance costs 8 110 7,005
7,132,973 Total Operating Expenditure 7,870,530 7,743,536
(507,285) Net Deficit (962,050) (612,256)

Explanations of significant variances against budget are detailed in Note 30

The accompanying notes, including Accounting Policies, form part of these financial
statements.
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KAWERAU DISTRICT COUNCIL
STATEMENT OF FINANCIAL POSITION

As at 30 June 2008

2006/07

3,371,232
855,082
51,938

0

4,278,252

49,379,876
120,352
31,161
49,531,389

53,809,641

1,599,729
10,000
169,661
9,339

1,788,729

96,096
94,537
29,581

220,214

2,008,943

40,804,865
10,995,833

51,800,698

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Other financial assets

Total current assets

Non-current assets

Property, plant and equipment
Intangible assets

Other financial assets

Total non-current assets

TOTAL ASSETS

LIABILITIES

Current liabilities

Trade and other payables
Provisions

Employee benefit liabilities
Borrowings

Total current liabilities

Non-current liabilities
Provisions

Employee benefit liabilities
Borrowings

Total non-current liabilities

TOTAL LIABILITIES

EQUITY
Retained earnings
Other reserves

TOTAL EQUITY

M.J. Campbell, JP

Mayor

Note Budget 2007/08
9 3,694,290 3,119,523
10 698,150 1,096,389
11 42,970 51,938
12 0 480,000
4,435,410 4,747,850
13 49,455,770 48,400,590
14 0 97,786
12 31,160 32,161
49,486,930 48,530,537
53,922,340 53,278,387
15 1,139,050 1,635,179
16 0 10,000
17 138,190 204,039
18 470 15,778
1,277,710 1,864,996
16 151,850 93,044
17 87,300 90,473
18 2,310 41,432
241,460 224,949
1,519,170 2,089,945
19 31,783,810 39,587,640
19 20,619,360 11,600,802
52,403,170 51,188,442

R.B. George, CA
Chief Executive Officer

Date: 28 October 2008

The accompanying notes, including Accounting Policies, form part of these financial

statements.
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KAWERAU DISTRICT COUNCIL

STATEMENT OF CHANGES IN EQUITY
For the Year Ended 30 June 2008

2006/07

44,665,965
7,642,018
0

7,642,018

(507,285)
7,134,733

51,800,698

Note Budget 2007/08

Balance at 1 July 47,679,170 51,800,698
Property plant and equipment

Revaluation gains / (losses) taken to equity 19 5,686,050 0
Transfer to statement of financial performance on

disposal 19 0 0
Net income/(expense) recognised direct in equity 5,686,050 0
Deficit for the year (962,050) (612,256)
Total recognised revenue and expenditure for the year 4,724,000 (612,256)
Equity at end of the year 52,403,170 51,188,442

The accompanying notes, including Accounting Policies, form part of these financial statements.



KAWERAU DISTRICT COUNCIL

STATEMENT OF CASH FLOWS
For the Year Ended 30 June 2008

2006/07

5,678,989
188,587
711,437

(5,087,884)
(4,907)
(87,378)

167,628

1,566,472

58,467
80,000
(55,039)
(1,065,973)
0

(982,545)

0
(435)

(18,662)

(19,097)

564,830

2,806,402

3,371,232

Cash flows from operating activities
Receipts from rates revenue

Interest received

Receipts from other revenue
Payments to suppliers and employees

Interest paid

Goods and services tax (net)
Regional Council rates

Net cash from operating activities

Cash flows from investing activities
Proceeds from sale of property, plant and

equipment

Proceeds from maturing investments
Purchase of intangible assets

Purchase of property, plant and equipment
Purchase of investments

Net cash from investing activities

Cash flows from financing activities
Proceeds from borrowings
Repayment of borrowings
Repayment of finance lease liabilities

Net cash from financing activities

Net increase/(decrease) in cash, cash
equivalents and bank overdrafts

Cash, cash equivalents and bank
overdrafts at the beginning of the year

Cash, cash equivalents and bank
overdrafts at the end of the year

Note Budget 2007/08
5,780,610 5,917,722
253,790 336,118
851,740 593,653
(5,781,400) (4,506,713)
(110) (30,509)
0 (829,968)
0 (81,318)
20 1,104,630 1,398,985
0 15
0 0
0 0
(804,480) (1,155,324)
0 (481,000)
(804,480) (1,636,309)
0 0
(450) (451)
0 (13,934)
(450) (14,385)
299,700 (251,709)
3,394,590 3,371,232
9 3,694,290 3,119,523

The accompanying notes, including Accounting Policies, form part of these financial statements.

The GST component of operating activities reflects the net GST paid and received with the Inland
Revenue Department. The GST component has been presented on a net basis as the gross amounts

do not provide meaningful information for financial statement purposes.

During the period, KDC acquired property, plant and equipment totalling $32,674 (2007 - $39,620) by
means of finance leases.



21

KAWERAU DISTRICT COUNCIL
NOTES TO FINANCIAL STATEMENTS

1. Statement of accounting policies for the year e  nded 30 June 2008
Reporting Entity

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

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

The financial statements of KDC are for the year ended 30 June 2008. The financial
statements were authorised for issue by Council on 28 October 2008.

Basis of preparation

The financial statements of KDC have been prepared in accordance with the requirements of
the Local Government Act 2002: Part 6, section 98 and Part 3 of Schedule 10, which
includes the requirement to comply with New Zealand generally accepted accounting
practice (NZ GAAP).

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

The financial statements have been prepared on a historical cost basis, modified by the
revaluation of land and buildings, certain infrastructural assets, investment property and
financial instruments.

The financial statements are presented in New Zealand dollars. The functional currency of
KDC is New Zealand dollars.

Standards, amendments and interpretations issued that are not yet effective and have not
been early adopted

Standards, amendments and interpretations issued that are not yet effective and have not
been early adopted and which are relevant to the KDC include:

. NZ IAS 1 Presentation of Financial Statements (revised 2007) replaces NZ IAS 1
Presentation of Financial Statements (issued 2004) and is effective for reporting
periods beginning on or after 1 January 2009. The revised standard requires
information in financial statements to be aggregated on the basis of shared
characteristics and introduces a statement of comprehensive income. The statement
of comprehensive income will enable readers to analyse changes in equity resulting
from non-owner changes separately from transactions with owners. The revised
standard gives the KDC the option of presenting items of income and expense and
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components of other comprehensive income either in a singe statement of
comprehensive income with subtotals, or in two separate statements (a separate
statement of financial performance followed by a statement of comprehensive income).
The KDC intends to adopt this standard for the year ending June 2010 and is yet to
decide whether it will prepare a single statement of comprehensive income or a
separate statement of financial performance followed by a statement of
comprehensive income.

. NZ IAS 23 Borrowing Costs (revised 2007) replaces NZ IAS 23 Borrowing Costs
(issued 2004) and is effective for reporting periods beginning on or after 1 January
2009. The revised standard requires all borrowing costs to be capitalised if they are
directly attributable to the acquisition, construction or production of a qualifying asset.
The revised standard will also require borrowing costs to be considered when revaluing
property, plant and equipment to fair value based on depreciated replacement cost.
Any necessary adjustments to depreciated replacement cost carrying values will have
flow on effects to depreciation expense. The KDC intends to adopt this standard for
the year ending 30 June 2010 and has not yet quantified the potential impact of the
new standard.

Revenue

Revenue is measured at the fair value of consideration received.

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 for which the rates have been set. Rates
revenue is recognised when payable.

Other revenue

Water meters are read, and the usage billed, on the last day of each quarter. Unbilled
usage at the year end is accrued based on the actual reading at 30 June.

KDC receives government grants from Land Transport New Zealand, which subsidises part
of KDC'’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.

Sales of goods are recognised when a product is sold to the customer. Sales are usually in
cash or by credit card. The recorded revenue is the gross amount of the sale.

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

Where revenue is derived by acting as an agent for another party, the revenue that is
recognised is the commission or fee on the transaction.

Interest income is recognised using the effective interest method.

Dividends are recognised when the right to receive payment has been established.
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Financial contributions

The revenue recognition point for financial contributions is at the later of the point when KDC
is ready to provide the service for which the contribution was levied, or the event that will
give rise to a requirement for a development or financial contribution under the legislation.

Financial contributions are classified as part of “Other Revenue”.
Construction contracts

Contract revenue and contract costs are recognised as revenue and expenses respectively
by reference to the stage of completion of the contract at balance date. The stage of
completion is measured by reference to the contract costs incurred up to balance date as a
percentage of total estimated costs for each contract.

Contract costs include all costs directly related to specific contracts, costs that are
specifically chargeable to the customer under the terms of the contract and an allocation of
overhead expenses incurred in connection with the group’s construction activities in general.

An expected loss on construction contracts is recognised immediately as an expense in the
statement of financial performance.

Where the outcome of a contract cannot be reliably estimated, contract costs are recognised
as an expense as incurred, and where it is probable that the costs will be recovered, revenue
is recognised to the extent of costs incurred.

Construction work in progress is stated at the aggregate of contract costs incurred to date
plus recognised profits less recognised losses and progress billings. If there are contracts

where progress billings exceed the aggregate costs incurred plus profits less losses, the net
amounts are presented under other liabilities.

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 KDC 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 KDC'’s decision.

Leases

Finance leases

A finance lease is a lease that transfers to the lessee substantially all the risks and rewards
incidental to ownership of an asset, whether or not title is eventually transferred.

At the commencement of the lease term, KDC recognises finance leases as assets and
liabilities in the statement of financial position at the lower of the fair value of the leased item
or the present value of the minimum lease payments.
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The amount recognised as an asset is depreciated over its useful life. If there is no certainty
as to whether KDC will obtain ownership at the end of the lease term, the asset is fully
depreciated over the shorter of the lease term and its useful life.

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, other
short-term highly liquid investments with original maturities of three months or less, and bank
overdrafts.

Bank overdrafts are shown within borrowings in current liabilities in the statement of financial
position.

Trade and other receivables

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

A provision for impairment of receivables is established when there is objective evidence that
KDC 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 asset’s carrying amount and the
present value of estimated future cash flows, discounted using the effective interest method.

Inventories

Inventories (such as spare parts and other items) held for distribution or consumption in the
provision of services that are not supplied on a commercial basis, are measured at the lower
of cost and current replacement cost. The cost of purchased inventory is determined using
the FIFO method.

The write down from cost to current replacement cost is recognised in the statement of
financial performance.

Financial assets

KDC 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 financial
assets at fair value through equity. The classification depends on the purpose for which the
investments were acquired. Management determines the classification of its investments at
initial recognition and re-evaluates this designation at every reporting date.

Financial assets and liabilities are initially measured at fair value plus transaction costs
unless they are carried at fair value through profit or loss in which case the transaction costs
are recognised in the statement of financial performance.

Purchases and sales of investments are recognised on trade-date, the date on which KDC
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
KDC has transferred substantially all the risks and rewards of ownership.
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The fair value of financial instruments traded in active markets is based on quoted market
prices at the balance date. The quoted market price used is the current bid price.

The fair value of financial instruments that are not traded in an active market is determined
using valuation techniques. KDC uses a variety of methods and makes assumptions that are
based on market conditions existing at each balance date. Quoted market prices or dealer
quotes for similar instruments are used for long-term debt instruments held. Other
techniques, such as estimated discounted cash flows, are used to determine fair value for
the remaining financial instruments.

The four categories of financial assets are:
« Financial assets at fair value through profit or loss

This category has two sub-categories; financial assets held for trading and those
designated at fair value through profit or loss at inception. A financial asset is classified
in this category if acquired principally for the purpose of selling in the short term or if so
designated by management. Derivatives are also categorised as held for trading unless
they are designated as hedges. Assets in this category are classified as current assets if
they are either held for trading or are expected to be realised within 12 months of the
balance date.

After initial recognition they are measured at their fair values. Gains or losses on
re-measurement are recognised in the statement of financial performance.

Currently, KDC does not hold any financial assets in this category.
* Loans and receivables

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. Gains and losses when the asset is impaired or derecognised are recognised in
the statement of financial performance. Loans and receivables are classified as “trade
and other receivables” in the statement of financial position.

¢ Held to maturity investments

Held to maturity investments are assets with fixed or determinable payments and fixed
maturities that KDC has the positive intention and ability to hold to maturity.

After initial recognition they are measured at amortised cost using the effective interest
method. Gains and losses when the asset is impaired or derecognised are recognised in
the statement of financial performance.

Currently, KDC does not hold any financial assets in this category.

+ Other financial assets

Other financial assets are non derivative financial assets that are either designated in
this category or not classified in any of the other categories.

Financial assets in this category include KDC's investment in the NZ Local Government
Insurance Corporation Limited.
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Impairment of financial assets

At each balance date, KDC 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
statement of financial performance.

Non-current assets held for sale

Non-current assets held for sale are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction, not through continuing use. Non-current
assets held for sale are measured at the lower of their carrying amount and fair value less
costs to sell.

Any impairment losses for write-downs of non-current assets held for sale are recognised in
the statement of financial performance.

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

Non-current assets (including those that are part of a disposal group) are not depreciated or
amortised while they are classified as held for sale. Interest and other expenses attributable
to the liabilities of a disposal group classified as held for sale continue to be recognised.

Currently, KDC does not have any assets in this category.
Property, plant and equipment
Property, plant and equipment consist of:

Operational assets — these include land, buildings, library books, plant and equipment, and
motor vehicles.

Restricted assets — restricted assets are parks and reserves owned by KDC which provide
a benefit or service to the community and cannot be disposed of because of legal or other
restrictions.

Infrastructure assets — infrastructure assets are the fixed utility systems owned by KDC.
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 are shown at cost or valuation, less accumulated depreciation
and impairment losses.

Additions

The cost of an item of 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 KDC and the cost of the item can be measured reliably.

In most instances, an item of property, plant and equipment is recognised at its 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.
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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 statement of financial
performance. 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 KDC and
the cost of the item can be measured reliably.

Depreciation

Depreciation is provided on either the straight-line (SL) or diminishing value (DV) basis on all
property, plant and equipment other than land and pavement formation, at rates that will
write off the cost (or valuation) of the assets to their estimated residual values over their
useful lives. The estimated useful lives, associated depreciation rates and depreciation basis
for each major class of assets are as follows:

Estimated Depreciation
Useful Life Rate Basis
Operational
Buildings 40-67 years 1.5-2.5% SL
Computer/Electronic Office
Equipment 3-5 years 20.0-33.3% SL
Fixtures, Fittings & Equipment 5 years 20.0% DV
Plant (vehicles) 5 years 20.0% DV
Library Collections
(excluding special collections) 7 years 15.0% DV
Infrastructural
Roading Network
Street lighting 6-30 years 3.3-16% SL
Kerb, channel & footpath 28-95 years 1.1-3.6% SL
Pavement surface 1-13 years 7.7-100% SL
Pavement structure 15-74 years 6.6-100% SL
Stormwater 4-62years 1.6-25% SL
Water Systems
Collection & Storage 5-79 years 1.3-20% SL
Local Distribution 7-79 years 1.3-14% SL
Sewerage System
Reticulation system 4-68 years 1.5-25% SL
Pumping & Treatment 2-70 years 1.4-50% SL
Restricted
Buildings & Other 40-53 years 1.9-2.5% SL

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.

Operational land and buildings

At fair value as determined from market-based evidence by an independent valuer. The
most recent valuation was performed by CB Richard Ellis, and the valuation is effective as at
30 June 2007.

Restricted land and buildings

At fair value as determined from market-based evidence by an independent valuer. The
most recent valuation was performed by CB Richard Ellis, and the valuation is effective as at
30 June 2007.

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

At fair value determined on a depreciated replacement cost basis by an independent valuer.
At balance date KDC assesses the carrying values of its infrastructural assets to ensure that
they do not differ materially from the assets’ fair values. If there is a material difference, then
the off-cycle asset classes are revalued. The most recent valuation was performed by CB
Richard Ellis, and the valuation is effective as at 30 June 2007. All infrastructural asset
classes carried at valuation were valued.

Land under roads

Land under roads, was valued based on fair value of adjacent land determined by CB
Richard Ellis, effective 1 July 2004. Under NZ IFRS KDC has elected to use the fair value of
land under roads as at 30 June 2005 as deemed cost. Additions are recorded at cost. Land
under roads is no longer revalued.

Library collections

Library books were valued at deemed cost as at 1 July 1991, by Beca Carter Hollings and
Ferner, (Registered Valuers). Library additions are recorded at cost less accumulated
depreciation on the diminishing value basis.

Accounting for revaluations:
KDC 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 balance
is expensed in the statement of financial performance.

Any subsequent increase on revaluation that off-sets a previous decrease in value
recognised in the statement of financial performance will be recognised first in the statement
of financial performance up to the amount previously expensed, and then credited to the
revaluation reserve for that class of asset.
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Intangible assets
Software acquisition and development

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. Costs that are directly associated with the development of software for internal use
by KDC, are recognised as an intangible asset. Direct costs include the software
development, employee costs and an appropriate portion of relevant overheads.

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 statement of financial performance.

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

Estimated Amortisation
Useful Life Rate Basis
Computer Software 3 - 8 years 125-333% SL

Investment property

Properties leased to third parties under operating leases are classified as investment
property unless the property is held to meet service delivery objectives, rather than to earn
rentals or for capital appreciation. Investment property is measured initially at its cost,
including transaction costs.

After initial recognition, KDC measures all investment property at fair value as determined
annually by an independent valuer.

Gains or losses arising from a change in the fair value of investment property are recognised
in the statement of financial performance.

Currently, KDC does not have any investment property.
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
asset’s carrying amount exceeds its recoverable amount.

The recoverable amount is the higher of an asset’s fair value less costs to sell and 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.
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The value in use for cash-generating assets is the present value of expected future cash
flows.

If an asset’s 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
statement of financial performance.

For assets not carried at a revalued amount, the total impairment loss is recognised in the
statement of financial performance.

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 statement of financial performance, a reversal of the impairment loss is also
recognised in the statement of financial performance. For assets not carried at a revalued
amount (other than goodwill) the reversal of an impairment loss is recognised in the
statement of financial performance.

Employee benefits
Short-term benefits

Employee benefits that KDC expects to be settled within 12 months of balance date are
measured at nominal values based on accrued entitlements at current rates of pay.

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.

KDC recognises a liability for sick leave to the extent that absences in the coming year are
expected to be greater than the sick leave entitlements 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 KDC anticipates it will be used by staff to cover those
future absences.

KDC recognises a liability and an expense for bonuses where contractually obliged or where
there is a past practice that has created a constructive obligation.

Long-term benefits
Long service leave and retirement leave

Entitlements that are payable beyond 12 months, such as long service leave and retirement
leave, have been calculated on an actuarial basis.

The calculations are based on:

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

e The present value of the estimated future cash flows. A discount rate of 6.0%, 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
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relevant liabilities. The inflation factor is based on the expected long-term increase in
remuneration for employees.

Superannuation schemes
Defined contribution schemes

Obligations for contributions to defined contribution superannuation schemes are recognised
as an expense in the statement of financial performance as incurred.

Defined benefit schemes

KDC belongs to the Defined Benefit Plan Contributors Scheme (the scheme), which is
managed by the Board of Trustees of the National Provident Fund. The scheme is a multi-
employer defined benefit scheme.

Insufficient information is available to use defined benefit accounting, as it is not possible to
determine from the terms of the scheme, the extent to which the surplus/deficit will affect
future contributions by individual employers, as there is no prescribed basis for allocation.
The scheme is therefore accounted for as a defined contribution scheme.

Provisions

KDC recognises 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.

Landfill

KDC has a responsibility under its resource consent to provide ongoing maintenance and
monitoring of the Kawerau landfill after the site is closed.

KDC recognises a liability for these costs. The long term nature of the liability means that
there are inherent uncertainties in estimating costs that will be incurred and the provision has
been estimated taking account of existing technology and using a discount rate of 7.23%.

Financial guarantee

A financial guarantee contract is a contract that requires KDC to make specified payments to
reimburse the holder for a loss it incurs because a specified debtor fails to make payment
when due.

Financial guarantee contracts are initially recognised at fair value. If a financial guarantee
contract were issued in a standalone arm’s length transaction to an unrelated party, its fair
value at inception is equal to the consideration received. When no consideration is received,
a provision is recognised based on the probability that KDC will be required to reimburse a
holder for a loss incurred, discounted to present value. The portion of the guarantee that
remains unrecognised, prior to discounting to fair value, is disclosed as a contingent liability.
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Financial guarantees are subsequently measured at the initial recognition amount less any
amortisation. However, if KDC assesses that it is probable that expenditure will be required
to settle a guarantee then the provision for the guarantee is measured at the present value
of the future expenditure.

Borrowings

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

Equity

Equity is the community’s interest in KDC 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

* Fair value and hedging reserves
e Asset revaluation reserves

Restricted and Council Created Reserves

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

Restricted reserves are those subject to specific conditions accepted as binding by KDC and
which may not be revised by KDC 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 or the Courts. Transfers to and from
these reserves are at the discretion of the Council.

KDC's objectives, policies and processes for managing capital are described in Note 29.

Goods and Services Tax (GST)

All items in the 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 amount of GST recoverable from, or payable to, the Inland Revenue Department
(IRD) is included as part of receivables or payables in the statement of financial position.

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

Commitments and contingencies are disclosed exclusive of GST.
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Budget figures

The budget figures are those approved by the Council at the beginning of the year in the
Annual Plan. The budget figures have been prepared in accordance with NZ GAAP, using
accounting policies that are consistent with those adopted by KDC for the preparation of the
financial statements.

Cost allocation

KDC has derived the cost of service for each significant activity of KDC 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.

Critical accounting estimates and assumptions

In preparing these financial statements KDC 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 of future events that are
believed to be reasonable under the circumstances. The estimates and assumptions that
have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed below:

Landfill aftercare provision

Note 16 discloses an analysis of the exposure of KDC in relation to the estimates and
uncertainties surrounding the landfill aftercare provision.

Infrastructural assets

There are a number of assumptions and estimates used when performing Depreciated
Replacement Costs (DRC) valuations over infrastructural assets. These include:

e 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 any 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 KDC could be over or under
estimating the annual deprecation charge recognised as an expense in the statement
of financial performance. To minimise this risk, KDC's infrastructural asset useful
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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 KDC’'s asset management planning activities, which gives KDC further
assurance over its useful life estimates.

Experienced independent valuers perform the Council’s infrastructural asset revaluations.
Critical judgements in applying KDC’s accounting po licies

Management has exercised the following critical judgements in applying the KDC's
accounting policies for the period ended 30 June 2008:

Classification of property

KDC owns a number of properties, which are maintained primarily to provide housing to
pensioners. The receipt of market-based rental from these properties is incidental to holding
these properties. These properties are held for service delivery objectives as part of the
KDC'’s social housing policy. They are leased to and operated by the Kawerau Social
Services Trust in order to meet these objectives. The properties are accounted for as
property, plant and equipment.



2. Summary cost of service

2006/07

878

0
214,615
380,562
266,526
683,458
70,655
234,558
19,977

1,871,229
(147,457)
4,901,916

6,625,688

504,138
57,671
699,867
1,312,801
879,720
1,747,724
2,250,290
271,065
19,977

7,743,253
(610,280)

7,132,973

(507,285)

Income

Democracy

Economic Development
Environmental Services
Transport Management
Water Supply

Waste Disposal

Leisure & Recreation
Non-Significant Activities
Business Units

Total activity income
Eliminations

General rates and penalties

Total income

Expenditure

Democracy

Economic Development
Environmental Services
Transport Management
Water Supply

Waste Disposal

Leisure & Recreation
Non-Significant Activities
Business Units

Total activity expenditure
Less internal expenditure

Total expenditure
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Budget 2007/08
21,160 17,258
0 0
123,240 180,629
388,310 391,083
253,880 266,998
772,480 751,646
110,610 203,097
235,460 177,770
22,340 0
1,927,480 1,988,481
(147,750) (99,778)
5,128,750 5,242,577
6,908,480 7,131,280
640,150 607,279
64,770 48,347
675,090 827,102
1,427,940 1,464,823
972,310 942,564
2,136,280 1,710,634
2,401,780 2,463,242
198,300 244,872
22,340 0
8,538,960 8,308,863
(668,430) (565,327)
7,870,530 7,743,536
(962,050) (612,256)

Each significant activity is stated gross of internal costs and revenues, and includes targeted rates attributable to
activities (see Note 3). In order to reflect the total external operations for Council in the Statement of Financial

Performance, these transactions are eliminated as shown above.
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3. Rates revenue

2006/07 2007/08

4,901,917 General rate 5,157,650
Targeted rates attributable to activities:

135,227 Water 126,097
70,741 Wastewater 137,242
386,312 Refuse Collection 409,988
89,953 Rate penalties 84,927
5,584,150 Total revenue from rates 5,915,904

Rate Remissions
Rates revenue is shown net of rates remissions. KDC's rate remission policy allows KDC to remit
rates on:

2006/07 2007/08

5,625,276 Total rates revenue 5,936,776
Rates remissions

4,650 Land used for sport 6,645
0 Developments 3,212
36,476 Higher value properties 11,015
41,126 Total remissions 20,872
5,584,150 Rates revenue net of remissions 5,915,904

In accordance with the Local Government (Rating) Act 2002 certain properties cannot be rated for
general rates. This includes schools, places of religious worship, public gardens & reserves. These
non-rateable properties, where applicable, may be subject to targeted rates in respect of water,
wastewater and refuse collection. Non-rateable land does not constitute a remission under KDC's
remission policies.

4. Other revenue

2006/07 2007/08

484,359 User charges 604,994
258,092 Land Transport NZ government grants 247,405
10,265 Other government grants & subsidies 3,574
66,626 Petrol Tax 66,472
208,053 Interest income 300,562
19,977 Other 0

1,047,372 Total other revenue 1,223,007

There are no unfulfilled conditions and other contingences attached to government grants recognised.
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5. Other Gains/(Losses)

2006/07 2007/08
11,921 Gain on disposal of property, plant and equipment 0
(17,755) Loss on disposal of property, plant and equipment (7,631)
(5,834) Total gains/(losses) (7,631)

6. Employee benefit expenses

2006/07 2007/08
2,311,233 Salaries & Wages 2,472,977
5,644 Employer contributions to multi-employer defined benefit plans 5,210
0 Employer contributions to Kiwisaver 915
40,128 Increase/(decrease) in employee benefit liabilities 27,431
2,357,005 Total employee benefit expenses 2,506,533

7. Other expenses

2006/07 2007/08
Fees paid to principal auditor:

55,000 Audit fees for financial statement audit 57,000
10,325 Audit fee for NZ IFRS transition 0
0 Audit related fees for assurance and related services 0
29,500 Donations 22,000
2,962,746 Other operating expenses 3,001,468
3,057,571 3,080,468

8. Finance costs

2006/07 2007/08
Interest expense

124 Interest on borrowings 109

4,783 Finance charges leased assets 6,896

4,907 7,005
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9. Cash and cash equivalents

2006/07 2007/08
826,162 Cash at bank and in hand 689,453

2,545,070 Short term deposits with maturities of 3 months or less 2,430,070

3,371,232 Total cash and cash equivalents 3,119,523

The carrying value of short-term deposits with maturity dates of 3 months or less approximates to their
fair value.

10. Trade and other receivables

2006/07 2007/08
279,875 Rates receivable 278,057
379,026 Other receivables 573,788
54,309 Sundry debtors 55,704
142,472 Prepayments 91,761
0 GST receivable 107,065
855,682 1,106,375
(600) Less provision for impairment of receivables (9,986)
855,082 Current portion 1,096,389

The carrying value of trade and other receivables approximates their fair value.

There is no concentration of credit risk with respect to receivables, as KDC has a large number of
customers.

KDC does not provide for any impairment on rates receivable as it has various powers under the Local
Government (Rating) Act 2002 to recover any outstanding debts.

These powers allow KDC to commence legal proceedings to recover any rates that remain unpaid 4
months after the due date for payment. If payment has not been made within 3 months of the Court's
judgment then KDC can apply to the Registrar of the High Court to have the judgment enforced by
sale or lease of the rating unit.
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The age of rates receivable overdue, is as follows:

2006/07 2007/08
227,226 <12 months 248,302
34,788 1to 2 years 25,728
11,552 2to 3years 2,944
6,309 > 3years 1,083
279,875 278,057
0 Less impairment 0
279,875 Carrying amount 278,057

Ageing of receivables (excluding rates)

2007/08 Gross Impairment Net
< 30 days 740,299 0 740,299
31-60 days 17,046 0 17,046
61-90 days 7,084 0 7,084
> 90 days 63,889 (9,986) 53,903
828,318 (9,986) 818,332

2006/07 Gross Impairment Net
< 30 days 502,601 0 502,601
31-60 days 133 0 133
61-90 days 13,190 0 13,190
> 90 days 59,883 (600) 59,283
575,807 (600) 575,207

As of 30 June 2008 and 2007, all overdue receivables have been assessed for impairment and
appropriate provisions applied. KDC holds no collateral as security or other credit
enhancements over receivables that are either past due or impaired.

The impairment provision has been calculated based on expected losses for KDC’s pool of

debtors. Expected losses have been determined based on an analysis of KDC's losses in
previous periods and review of specific debtors.

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

2006/07 2007/08
600 At1 July 600
0 Additional provisions made during the year 9,386
0 Receivables written off during the period 0

600 At 30 June 9,986
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11. Inventories

2006/07 2007/08
27,887 Water & sewerage reticulation spare parts 27,887
24,051  Other 24,051
51,938 51,938

12. Other financial assets
2006/07 2007/08

Current portion

Loans and receivables
0 Short term deposits with maturities of 4 -12 months 480,000
0 Total loans and receivables 480,000

Non-current portion

At cost
31,161 Investment in Local Government Insurance Corporation 31,161
0 Investment in BOPLASS Ltd 1,000
31,161 32,161

There were no impairment provisions for other financial assets.

The fair value of 31,161 shares held in Local Government Insurance Corporation is determined by
reference to the asset backing for those shares which was $3.00 (2007 - $2.78).

Maturity analysis and effective interest rates

The maturity dates for all other financial assets with the exception of equity investments, and
advances to, subsidiaries and associates are as follows:

2006/07  Short Term Deposits 2007/08

Short term deposits with maturities greater than 3 months - average
0 maturity — 126 days. (2006/07— N/A) 480,000
0 480,000



13. Property, plant and equipment

2008

Council operational assets
Land

Buildings

Plant, machinery and vehicles
Fixtures, fittings and equipment
Library collections

Leased assets

Work in progress

Total operational assets

Council infrastructural assets
Roading network

Water systems

Sewerage system
Stormwater

Total infrastructural assets

Council restricted assets

Land

Buildings

Library - Special Collection

Other

Work in progress

Total restricted assets

Total property, plant and equipment
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Accum. Accum.
depr'n depr'n
and Current and
Cost/ impairment Carrying Current Current year Current Cost/ impairment Carry ing
revaluation charges amount Revaluation year year im  pairment year revaluation charges amount
1-Jul-07 1-Jul-07 1-Jul-07 surplus additions dispos als charges depr'n 30-Jun-08 30-Jun-08 30-Jun-08
940,477 0 940,477 0 0 0 0 0 940,477 0 940,477
4,270,665 (563,835) 3,706,830 0 70,416 0 0 (251,458) 4,341,081 (815,293) 3,525,788
1,099,064 (556,068) 542,996 0 42,487 (7,646) 0 (104,512) 1,128,047 (654,722) 473,325
2,392,189 (1,593,099) 799,090 0 112,447 0 0 (150,745) 2,504,636 (1,743,844) 760,792
1,010,419 (822,110) 188,309 0 40,374 0 0 (32,159) 1,050,793 (854,269) 196,524
62,952 (29,324) 33,628 0 32,674 0 0 (17,237) 95,626 (46,561) 49,065
0 0 0 0 5,000 0 0 0 5,000 0 5,000
9,775,766 (3,564,436) 6,211,330 0 303,398 (7,646) 0 (556,111) 10,065,660 (4,114,689) 5,950,971
14,467,463 (1,291,690) 13,175,773 0 216,591 0 0 (610,789) 14,684,054 (1,902,479) 12,781,575
9,221,595 (1,044,339) 8,177,256 0 409,237 0 0 (421,634) 9,630,832 (1,465,973) 8,164,859
8,560,251 (644,031) 7,916,220 0 81,115 0 0 (255,496) 8,641,366 (899,527) 7,741,839
6,240,279 (487,157) 5,753,122 0 6,828 0 0 (192,722) 6,247,107 (679,879) 5,567,228
38,489,588 (3,467,217) 35,022,371 0 713,771 0 0 (1,480,641) 39,203,359 (4,947,858) 34,255,501
5,938,226 0 5,938,226 0 0 0 0 0 5,938,226 0 5,938,226
2,296,220 (198,776) 2,097,444 0 0 0 0 (87,654) 2,296,220 (286,430) 2,009,790
12,300 0 12,300 0 0 0 0 0 12,300 0 12,300
100,296 (2,091) 98,205 0 0 0 0 (2,558) 100,296 (4,649) 95,647
0 0 0 0 138,155 0 0 0 138,155 0 138,155
8,347,042 (200,867) 8,146,175 0 138,155 0 0 (90,212) 8,485,197 (291,079) 8,194,118
56,612,395 (7,232,519) 49,379,876 0 1,155,324 (7,646) 0 (2,126,964) 57,645,441 (9,244,851) 48,400,590




2007

Council operational assets
Land

Buildings

Plant, machinery and vehicles
Fixtures, fittings and equipment
Library collections

Leased assets

Total operational assets

Council infrastructural assets
Roading network

Water systems

Sewerage system
Stormwater

Work in progress

Total infrastructural assets

Council restricted assets
Land

Buildings

Library - Special Collection
Other

Total restricted assets
Total property, plant and
equipment

Accum. Accum.
depr'n depr'n
and and
Cost/ impairment Carrying Current Current Current Cost/ impairment Carry  ing
revaluation charges amount Revaluation year year im  pairment year revaluation charges amount
1-Jul-06 1-Jul-06 1-Jul-06 surplus additions dispos als depr'n 30-Jun-07 30-Jun-07 30-Jun-07
629,000 0 629,000 311,477 0 0 0 0 940,477 0 940,477
3,901,555 (369,843) 3,531,712 163,736 205,374 0 0 (193,992) 4,270,665 (563,835) 3,706,830
887,648 (435,004) 452,644 12,944 260,979  (62,507) 0 (121,064) 1,099,064 (556,068) 542,996
2,269,421 (1,488,136) 781,285 46,290 78,272 (1,794) 0 (104,963) 2,392,189 (1,593,099) 799,090
966,038 (790,436) 175,602 0 44,381 0 0 (31,674) 1,010,419 (822,110) 188,309
34,464 (20,311) 14,153 0 39,620 0 0 (20,145) 62,952 (29,324) 33,628
8,688,126 (3,103,730) 5,584,396 534,447 628,626  (64,301) 0 (471,838) 9,775,766 (3,564,436) 6,211,330
12,282,438 (901,683) 11,380,754 1,957,960 227,065 0 0 (390,007) 14,467,463 (1,291,690) 13,175,773
8,243,338 (695,477 7,547,861 870,659 107,598 0 0 (348,862) 9,221,595 (1,044,339) 8,177,256
7,479,922 (429,132) 7,050,791 1,012,742 67,587 0 0 (214,899) 8,560,251 (644,031) 7,916,220
5,310,997 (324,030) 4,986,966 856,980 72,302 0 0 (163,126) 6,240,279 (487,157) 5,753,122
0 0 0 0 0 0 0 0 0 0 0
33,316,695 (2,350,323) 30,966,372 4,698,341 474,552 0 0 (1,116,894) 38,489,588 (3,467,217) 35,022,371
4,093,974 0 4,093,974 1,844,252 0 0 0 0 5,938,226 0 5,938,226
1,747,138 (132,104) 1,615,035 546,664 2,417 0 0 (66,673) 2,296,220 (198,776) 2,097,444
12,300 0 12,300 0 0 0 0 0 12,300 0 12,300
81,984 (4,181) 77,803 18,312 0 0 0 (2,091) 100,296 (2,091) 98,205
5,935,396 (136,285) 5,799,111 2,409,228 2,417 0 0 (64,582) 8,347,042 (200,867) 8,146,175
47,940,217 (5,590,338) 42,349,879 7,642,016 1,105,595 (64,301) 0 (1,653,314) 56,612,395 (7,232,519) 49,379,876

The net carrying amount of plant and equipment held under finance leases is $49,065 (2007- $33,628)
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14. Intangible assets

2006/07

156,882
(31,392)

125,490

55,038
(60,176)

120,352

211,920
(91,568)

120,352

Computer software

Balance at 1 July

Cost

Accumulated amortisation and impairment

Opening carrying amount

Additions
Amortisation charge

Closing carrying amount

Balance at 30 June
Cost
Accumulated amortisation and impairment

Closing carrying amount

15. Trade and other payables

2006/07

341,133

75,909
341,406
230,696
390,529
196,039

24,017

1,599,729

Trade payables

Deposits and bonds

Accrued expenses

Rates in advance

Rates due to Environment BOP
GST Liability

Other payables

Total trade and other payables

2007/08

211,920
(91,568)

120,352

0
(22,566)

97,786

211,920
(114,134)

97,786

2007/08

313,673
104,475
643,973
243,261
298,217
0
31,580

1,635,179

Trade and other payables are non-interest bearing and are normally settled on 30-day terms, therefore

the carrying value of trade and other payables approximates to their fair value.
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16. Provisions

2006/07

10,000

10,000

96,096

96,096
2006/07
128,942

(22,846)
106,096

KDC gained a resource consent in late 2002 to operate the Kawerau Landfill.

Current provisions are represented by:
Landfill aftercare provision

Non-current provisions are represented by:

Landfill aftercare provision

Landfill aftercare provision
Opening balance
Unused amounts reversed during the year

Closing Balance

2007/08

10,000

10,000

93,044

93,044

2007/08

106,096
(3,052)

103,044

KDC has

responsibility under the resource consent to provide ongoing maintenance and monitoring of the
landfill after the site is closed.

The landfill closed in July 2006 and the cash outflows for landfill post-closure are expected to
occur between 2007/08 and 2024/25.

The long-term nature of the liability means that there are inherent uncertainties in estimating

costs that will be incurred.

technology and using a discount rate of 7.23%.

17. Employee Benefit Liabilities

2006/07
168,194
94,537
1,467

264,198

169,661
94,537

264,198

Annual Leave
Retirement gratuities
Sick leave

Total employee benefit liabilities

Comprising:
Current
Non-current

Total employee benefit liabilities

The provision has been estimated taking account of existing

2007/08
202,572
90,473
1,467

294,512

204,039
90,473

294,512
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18. Borrowings

2006/07 2007/08
Current
435 Secured loans 466
8,904 Finance leases 15,312
9,339 Total current borrowings 15,778
Non-current
2,864 Secured loans 2,312
26,717 Finance leases 39,120
29,581 Total non-current borrowings 41,432
Security

KDC's loan is secured over either separate or general rates of the District.

Lease liabilities are effectively secured as the rights to the leased asset revert to the lessor in
the event of default.

Refinancing

KDC manages its borrowings in accordance with its funding and financial policies, which include
a Liability Management Policy. These policies have been adopted as part of KDC's Long -Term
Council Community Plan.

Maturity analysis and effective interest rates
The following is a maturity analysis of KDC’s borrowings (excluding finance leases, which are
shown separately below).

2006/07 2007/08
435 Less than one year 466
2,864 Later than one year, but not more than five years 2,312
3,299 2,778
2006/07 2007/08
Fair values of non-current borrowings are as follows:

2,585 Secured loans 2,122
2,585 Total 2,122

The fair values are based on cash flows discounted using a rate based on the borrowing rate of
3.5% (2006/07 — 3.5%)

The carrying amounts of borrowings repayable within one year approximate their fair value.
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Analysis of finance lease liabilities

2006/07

12,313
31,148

43,461
(7,840)

35,621

2006/07

8,904
26,717

35,621

8,904
26,717

35,621

Total minimum lease payments are payable
Not later than one year
Later than one year and not later than five years

Total minimum lease payments
Future finance charges

Present value of minimum lease payments

Present value of minimum lease payments are payable
Not later than one year
Later than one year and not later than five years

Total

Current
Non-current

Total

Description of material leasing arrangements

2007/08

20,919
43,593

64,512
(10,080)

54,432

2007/08

15,312
26,798

42,110

15,312
26,798

42,110

KDC has entered into finance leases for various items of equipment. The net carrying amount
of the leased items within each class of property, plant and equipment is shown in Note 14.

The finance leases can be renewed at KDC's option with the agreement of the lessor, with rents
equal to the original terms. KDC does not have the option to purchase the assets at the end of
the lease terms.

There are no restrictions placed on KDC by any of the finance leasing arrangements.



19. Equity

2006/07

41,556,456

(76,340)
(1,229,017)

1,061,051

(507,285)

40,804,865

170,030

76,340

246,370

2,939,479

(1,061,051)

1,229,017

3,107,445

0

7,642,018

7,642,018

10,995,833

a7

RETAINED EARNINGS
As at 1 July

Transfers to:

Restricted reserves
Council created reserves
Transfers from:

Council created reserves
Surplus/(deficit) for year

As at 30 June

OTHER RESERVES
Restricted reserves
As at 1 July
Transfers from:
Retained earnings

As at 30 June

Restricted reserves relate to:

Sinking funds to provide for the repayment of internal loans.

Council created reserves
As at 1 July

Transfers to:

Retained earnings
Transfers from:

Retained earnings

As at 30 June

Asset revaluation reserves
As at 1 July
Surplus on revaluation

TOTAL OTHER RESERVES AS AT 30 JUNE

2007/08

40,804,865

(82,643)
(1,531,790)

1,009,464

(612,256)

39,587,640

246,370

82,643

329,013

3,107,445

(1,009,464)

1,531,790

3,629,771

7,642,018
0

7,642,018
11,600,802



2006/07

311,477
40,219
163,737

19,014

534,447

1,957,965
870,659
1,012,743

856,976

4,698,343

1,844,252
564,976

2,409,228
7,642,018
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Asset revaluation reserves consist of:
Operational Assets

Land

Landscaping

Buildings

Other Equipment

Infrastructural Assets
Roading Network
Water System
Wastewater System
Stormwater Network

Restricted Assets
Land
Buildings

2007/08

311,477
40,219
163,737

19,014

534,447

1,957,965
870,659
1,012,743

856,976

4,698,343

1,844,252
564,976

2,409,228
7,642,018
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20. Reconciliation of net surplus/(deficit) to net cash flow from operating activity

__2006/07 __2007/08
(507,285) Deficit (612,256)
Add/(less) non-cash items:
1,713,490 Depreciation and amortisation 2,149,530
0 New Leased Assets 32,675
Add/(less) items classified as investing or financi ng activities
5,834 Losses on disposal of property, plant and equipment 7,631
Add/(less) movements in working capital items
(112,111) Trade & other receivables (241,307)
(8,964) Inventory 0
461,111 Trade & other payables 35,450
(22,846) Provisions (3,052)
37,243 Employee benefits 30,314
1,566,472 Net cash inflow/(outflow) from operating activities 1,398,985

21. Capital commitments and operating leases

2006/07 2007/08
Capital Commitments

Capital expenditure contracted for at balance date but not yet incurred
386,000 for property, plant and equipment 0

22. Contingencies

Contingent liabilities

2006/07 2007/08
57,633 Loan guarantee 50,761
57,633 50,761

In November 2003, KDC agreed to act as guarantor for a bank loan to Kawerau Bowling Club Inc.
Based on experience to date and annual reviews of the Club's accounts, KDC is confident that it will
not be required to take responsibility for repayment of the loan. The amount outstanding at the year
end is therefore reported only as a contingent liability.

KDC is a participating employer in the DBP Contributors Scheme ("the Scheme") which is a multi-
employer defined benefit scheme. If the other participating employers ceased to participate in the
Scheme, KDC could be responsible for the entire deficit of the scheme. Similarly, if a number of
employers ceased to participate in the Scheme, KDC could be responsible for an increased share of
the deficit.

Insufficient information is available to use defined benefit accounting as it is not possible to
determine from the terms of the Scheme the extent to which the deficit will affect future
contributions by employers, as there is no prescribed basis for allocation.

As at 31 March 2007, the Scheme had a past service surplus of $33.7 million (11.4% of the
liabilities). This amount is exclusive of Specified Superannuation Contribution Withholding Tax. This
surplus was calculated using a discount rate equal to the expected return on the assets, but
otherwise the assumptions and methodology were consistent with the requirements of NZ IAS 19.
The Actuary to the Scheme has recommended the employer contribution reduces from 2 times
contributors' contributions to 1 times contributors' contributions. This is inclusive of Specified
Superannuation Contribution Withholding Tax.



23. Related Party Transactions

2006/07

123
804
807
74,222
0
12,078

4,920
0

588,002
0
0
0

Goods/Services purchased during year:
Catering

Meat Products

Photographic Services

Information Centre and Town Centre Toilets
Information Centre and Town Centre Toilets
Disposal of Sewerage Screenings

Goods/Services provided during year:
Rental of Premises
Rental of Premises
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Company

Campbell's Bakery
Campbell's Meat Market
Filter Photography

R&M Holdings Ltd

R&M Holdings Ltd

T&J McDowall

R&M Holdings Ltd
R&M Holdings Ltd

Related Party

M J Campbell
M J Campbell
D F Cotter

R J Tuhoro

S H Tuhoro

T D McDowall

R J Tuhoro
S H Tuhoro

No balances were owed to/by Council at 30 June by/to any of the related parties’ companies (2007 — Nil).

Key management personnel compensation

Salaries and other short term employee benefits

Post employment benefits
Other long term benefits
Termination benefits

Key management perso nnel:

His Worship the Mayor

Elected Members

Chief Executive Officer

Manager, Finance & Community Services
Manager, Operations & Services
Manager, Regulatory Service

2007/08

803
1,592
0

0
74,000
12,078

4,920

602,371
0
0
0

A close family member of one of the key management personnel is employed by Kawerau District Council on terms and conditions which are no more
favourable than would have been adopted had there been no such relationship.

During the year Elected Members and key management were involved in minor transactions with KDC, such as payment of rates as part of a normal customer

relationship.



24. Remuneration

2006/07

142,507 Chief Executive Officer

The Chief Executive Officer received no additional benefits.

2006/07
Elected Members
46,741 Mayor - M J Campbell JP
19,032 Deputy Mayor - B H Joyes
19,032 Chair of Committee - A J Holmes
0 Councillor - W G Allen
10,751 Councillor - W K Bain
10,751 Councillor - D B Cameron
10,751 Councillor - R J Chase
10,751 Councillor - D F Cotter
3,584 Councillor - T L Fox
0 Councillor-CJlon
10,751 Councillor - B J Julian
0 Councillor— A L Moore
6,271 Councillor - R J Tuhoro
0 Councillor — S H Tuhoro

25. Severance Payments
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2007/08

156,344

2007/08

47,902
19,256
19,256
7,490
1,813
3,405
10,877
3,405
3,405
7,490
10,877
7,490
0
7,490

During the year, there were no severance payments made to Council employees (2006/07 NIL)

26. Events after balance date

Environment Bay of Plenty’s Operative Regional Plan for the Tarawera River Catchment means
that Carter Holt Harvey had to discontinue discharging effluent into the river by May 2007.
Council has negotiated with Carter Holt Harvey an alternative agreement that will involve
Council taking over responsibility for the treatment and discharging of the District's human

effluent. The date for Council taking responsibility has yet to be established.

In 2006/07 there were no significant events after balance date.
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27. Financial Instruments
Financial instrument categories

2006/07 2007/08
Financial Assets
Loans and receivables
3,371,232 Cash and cash equivalents 3,119,523
855,082 Debtors and other receivables 1,096,389
0 Short term deposits with maturities of 4-12 months 480,000
4,226,314 Total loans and receivables 4,695,912
Fair value through equity
31,161 Investments in unlisted shares 32,161
31,161 Total fair value through equity 32,161
4,257,475 Total financial assets 4,728,073
Financial Liabilities
Financial liabilities at amortised cost
1,599,729 Creditors and other payables 1,635,179
10,000 Provisions 10,000
169,661 Employee entitlements 204,039
9,339 Borrowings 15,778
1,788,729 Total financial liabilities at amortised cost 1,864,996
Non-current liabilities
96,096 Provisions 93,044
94,537 Employee entitlements 90,473
29,581 Borrowings 41,432
220,214 Total non-current liabilities 224,949
2,008,943 Total financial liabilities 2,089,945
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Financial instrument risks

2006/07

3,371,232
855,082
57,633

4,283,947

1,285,219
2,086,013

3,371,232

Maximum exposure to credit risk

KDC's maximum credit exposure for each class of financial instrument is as follows:

2007/08
Cash at bank and term deposits 3,599,523
Debtors and other receivables 1,096,389
Financial guarantees 50,761
Total credit risk 4,746,673

Credit quality of financial assets

The credit quality of financial assets that are neither past due nor impaired can be assessed
by reference to Standard & Poor's credit ratings or to historical information about
counterparty default rates.

Counterparties with credit ratings

Cash at bank and term deposits

AA 1,593,158
AA - 2,006,365
3,599,523
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KDC has a series of policies to manage the risks associated with financial instruments. KDC is risk averse
and seeks to minimise exposure from its treasury activities. KDC has established Council approved
Liability Management and Investment policies. These policies do not allow any transactions that are
speculative in nature to be entered into.

Market risk

Price risk

Price risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market
prices. KDC is exposed to equity securities price risk on its investments, which are classified as financial
assets held at fair value through equity. This price risk arises due to market movements in listed
securities.

Currency risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. KDC is not exposed to currency risk, as it does not enter into foreign currency
transactions.

Interest rate risk

Fair value interest rate risk

Fair value interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in market interest rates. Borrowing issued at fixed rates exposes the KDC to fair value interest rate risk.

KDC's Liability Management policy outlines the level of borrowing that is to be secured using fixed rate
instruments. In addition, investments at fixed interest rates expose the KDC to fair value interest rate risk.

During the current and previous years, KDC'’s investments have been held mainly in bank deposits with
less than 3 months’ term. As a result, there has been no significant interest rate risk in either year.

Cash flow interest rate risk

Cash flow interest rate risk is the risk that the cash flows from a financial instrument will fluctuate because
of changes in market interest rates. Borrowings and investments issued at variable interest rates expose
KDC to cash flow interest rate risk.

Credit risk

Credit risk is the risk that a third party will default on its obligation to KDC, causing KDC to incur a loss.
KDC has no significant concentrations of credit risk, as it has a large number of credit customers, mainly
ratepayers, and KDC has powers under the Local Government (Rating) Act 2002 to recover outstanding
debts from ratepayers.

In 2007 and 2008, KDC invested its funds only in deposits with registered banks and its Investment policy

limits the amount of credit exposure to any one institution or organisation. Accordingly, KDC does not
require any collateral or security to support these financial instruments.
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Liquidity risk

Liquidity risk is the risk that KDC will encounter difficulty raising liquid funds to meet commitments as they
fall due. Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions.

KDC aims to maintain flexibility in funding by keeping committed credit lines available.

In meeting its liquidity requirements, KDC maintains a target level of investments that must mature within
the next 12 months.

KDC manages its borrowings in accordance with its funding and financial policies, which includes a
Liability Management policy. These policies have been adopted as part of the KDC’s Long -Term Council
Community Plan.

KDC has a maximum amount that can be drawn down against its overdraft facility of $1,000,000 (2007,
$1,000,000). There are no restrictions on the use of this facility.

The maturity profiles of the KDC's interest bearing investments and borrowings are disclosed in Notes 12
and 19 respectively.
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Contractual maturity analysis of financial liabilit ies

The table below analyses KDC's financial liabilities into relevant maturity groupings based on the remaining period at the balance date to the contractual maturity
date. The amounts disclosed are the contractual undiscounted cash flows.

Carrying Contractual
amount cash flows
< 1year 1-2 years 2-5 years >5 years
2007/08
Creditors and other payables 1,635,179 1,635,179 1,635,179 0 0 0
Finance leases 54,432 64,512 20,919 20,919 20,918 1,756
Secured loans 2,778 3,078 560 560 1,958 0
1,692,389 1,702,769 1,656,658 21,479 22,876 1,756
2006/07
Creditors and other payables 1,599,729 1,599,729 1,599,729 0 0 0
Finance leases 35,621 43,461 12,313 10,383 10,383 10,382
Secured loans 3,299 3,638 560 560 2,238 280

1,638,649 1,646,828 1,612,602 10,943 12,621 10,662
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Contractual maturity analysis of financial assets

The table below analyses KDC's financial assets into relevant maturity groupings based on the remaining period at the balance date to the contractual maturity date.
The amounts disclosed are the contractual undiscounted cash flows.

Carrying Contractual
amount cash flows
<1 year 1-2 years 2-5 years >5 years
2007/08
Cash and cash equivalents 3,119,523 3,119,523 3,119,523 0 0 0
Debtors and other receivables 1,096,389 1,096,389 1,096,389 0 0 0
Short term deposits with maturities of
4-12 months 480,000 480,000 480,000 0 0 0
4,695,912 4,695,912 4,695,912 0 0 0
2006/07
Cash and cash equivalents 3,371,232 3,371,232 3,371,232 0 0 0
Debtors and other receivables 855,082 855,082 855,082 0 0 0
Short term deposits with maturities of
4-12 months 0 0 0 0 0 0
4,226,314 4,226,314 4,226,314 0 0 0

Sensitivity analysis

Cash and cash equivalents include deposits at call of $606,365 (2007 - $761,013) which are at floating rates. A movement in interest rates of plus or
minus 1% has an effect on interest income of $6,064 (2007 - $7,610).

KDC has no financial assets or liabilities which would expose it to foreign exchange or equity price risks.
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29. Capital management
The Council’'s capital is its equity (or ratepayers’ funds), which comprises retained earnings and reserves.
Equity is represented by net assets.

The Local Government Act 2002 (the Act) requires the Council to manage its revenues, expenses, assets,
liabilities, investments and general financial dealings prudently and in a manner that promotes the current
and future interests of the Community. Ratepayers’ funds are largely managed as a by-product of
managing revenues, expenses, assets, liabilities, investments and general financial dealings.

The objective of managing these items is to achieve intergenerational equity, which is a principle
promoted in the Act and applied by the Council. Intergenerational equity requires today’'s ratepayers to
meet the costs of utilising the Council’'s assets and not expecting them to meet the full cost of long term
assets that will benefit ratepayers in future generations. Additionally, the Council has in place asset
management plans for major classes of assets detailing renewal and maintenance programmes, to
ensure ratepayers in future generations are not required to meet the costs of deferred renewals and
maintenance.

The Act requires the Council to make adequate and effective provision in its Long-Term Council
Community Plan (LTCCP) and in its Annual Plan (where applicable) to meet the expenditure needs
identified in those plans. The Act sets out the factors that the Council is required to consider when
determining the most appropriate sources of funding for each of its activities. The sources and levels of
funding are set out in the funding and financial policies in the Council’'s LTCCP.

KDC has the following Council created reserves:

Plant Replacement Funds
Zero Waste/Recycling Funds
Depreciation Reserves

Plant replacement funds and depreciation reserves have been set up to maintain the funds necessary for
the replacement of assets. Interest is added to the funds/reserves and deductions made when assets are
replaced.

Zero waste/recycling funds have been set up to identify funds that have been retained to promote that
particular purpose. Interest is added to the funds and deductions made when the funds have been used
for their designated purpose.
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30. Explanation of major variances against budget

Explanations for major variations from KDC'’s estimated figures in the 2006/07 - 2015/16 Long Term
Council Community Plan are as follows:

Statement of financial performance

The net deficit for the year was $612,256 compared to a budgeted deficit of $962,050.
There were significant variances in the following areas:

. Interest revenue was $46,772 above budget due to higher interest rates and higher levels of
investment as a result of the timing of some asset renewal expenditure.

. Fees, charges and other revenue were $87,844 above budget, mainly due to higher revenue
in Environmental Services (higher than anticipated building consent fees due mainly to the
Mighty River Power Project) and contributions from SPARC for a new activity, Pathway to
Health.

Variances in Expenditure are disclosed in the Cost of Service Statements.

Statement of financial position

Cash and Cash Equivalents are $574,767 lower than budgeted, mainly as a result of converting $480,000
from maturity of less than three months to maturity of four to twelve months.

Property, Plant & Equipment are $1,055,180 lower than budgeted due to delays in asset renewals.

Trade and other receivables are $398,239 higher than budgeted as a result of costs relating to the
wastewater treatment plant, recharged to Carter Holt Harvey and outstanding at 30 June and GST
receivable.

Trade and other payables are $496,129 higher than budgeted as a result of higher deposits and bonds

relating to the Mighty River Power development and higher accruals for work completed close to year
end, but not billed.

Statement of cash flow

The net cash flow from operating activities was $294,355 higher than budget due to the receipt of rates,
fees and charges being higher than anticipated.

The net cash flow to investing activities was $831,829 higher than budget due to completion of capital
works carried over from the 2006/07 year and the acquisition of financial assets of $480,000.
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Significant Activities

STATEMENTS OF SERVICE PERFORMANCE
&
COST OF SERVICE STATEMENTS

SURVEYS

Community Satisfaction Level is determined by professional survey and is the aggregate of either,
the 'very good' and 'fairly good' survey results, or the 'very satisfied' and 'fairly satisfied' survey
results.

The survey was conducted by National Research Bureau Ltd during January 2008. Two hundred

residents were randomly selected and surveyed by telephone. The margin of error is +/- 6.9%.
Reports on the survey were considered in March 2008.

QUALITY

Each significant activity includes performance measures which incorporate elements of quality.
Quality processes are a standard feature of management control systems.

Specifically:

Capital Works - are constructed to design specifications. Inspection of works is
undertaken by suitably qualified engineers.

Maintenance Works - are undertaken by employees or by contract under the supervision
of suitably qualified and experienced engineers and monitored thereafter in accordance
with maintenance programmes.

Regulatory Functions - are undertaken by suitably qualified and experienced employees
in accordance with legislative requirements.
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DEMOCRACY

ACTIVITIES IN THE GROUP

This activity covers the Mayor and Councillors performing their functions of creating and
monitoring Council policy over the entire District.

STRATEGY

In 2005, Council reviewed its representation and after considerable debate, decided to maintain
the number of Elected Members at 9. Representation aside, the major strategy in the Democracy
activity over the next three years will be the maintenance of quality representation. The Strategic
Plan identifies the Council as becoming further involved in communicating with and seeking
feedback from the Community about Council activities.

NATURE & SCOPE

The Democracy activity records the aims and performance of the political arm of Council. Its aim
is to represent the wishes of the people of Kawerau and to make decisions on behalf of the
community. The Mayor and Councillors are elected by democratic vote every three years.
GOALS

* To conduct the affairs of the Council in a democratic and representative manner.

» To provide residents and ratepayers with quality democracy and representation.
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CONTRIBUTION TO COMMUNITY OUTCOMES
This activity contributes to the following Community Outcomes through Council’'s advocacy role:

e Clean, accessible, respected environment

e Strong and prosperous economy aligned to community values
e Focused community leadership and governance

e Education and training opportunities for all

»  Healthy people and housing

«  Safe, caring communities

» Reliable and affordable infrastructure

» Diverse, creative and vital communities

e Continued independence and viability

SIGNIFICANT EFFECTS

The Democracy activity delivers good governance which is fundamental to promoting
sustainability and community well-being.
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DEMOCRACY

PERFORMANCE

1. To achieve a surveyed community satisfaction level, for the performance of the Mayor and
Councillors, better than 54%.

The surveyed community satisfaction level was 85%.

2. To achieve a surveyed community satisfaction level, for the “way rates are spent”, better
than 70%.

The surveyed community satisfaction level was 85%.
3. To hold at least 11 Council meetings during the financial year on advertised dates which
meet the requirements of public notification laid down in the Local Government Official

Information and Meetings Act 1987 and the Local Government Act 2002.

Fourteen Council meetings and ten Committee meetings were held during the year. All
met the public notification requirements.

Elected Members attended the following numbers of Council and Committee meetings
held during the year:

W G (Wes) Allen 17 A J (Alistair) Holmes 23
D B (Dave) Cameron 6 C J (Carolyn) lon 15
M J (Malcolm) Campbell 22 B H (Bernie) Joyes 24
R J (Russell) Chase 23 B J (Berice) Julian 21
D F (Denis) Cotter 5 A L (Anita) Moore 18
T L (Tomairangi) Fox 5 S H (Stephen) Tuhoro 17
4, Communication of Council's activities and proposals to the Kawerau Community by way of

a Newsletter at least twice during the financial year.
Two newsletters were distributed to all households in December 2007 and April 2008.

5. The completion of an Annual Planning process which meets the standards and timeframe
required by the Local Government Act 2002.

The 2008/2009 Annual Plan was adopted before the legislative deadline on 10 June 2008.
The Annual Report for 2006/2007 received an unqualified Audit Report and was also
adopted within the legislative timeframe.
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DEMOCRACY

COST OF SERVICE

2006/07 Estimate @ 2007/08
INCOME

538,020 Rates Income 611,990 611,844

878 Other Revenue 21,160 17,258

538,898 Total Income 633,150 629,102
EXPENDITURE

297,879 Employee benefit expenses 347,010 334,938

10,369 Depreciation and amortisation 6,180 9,368

195,890 Other expenses 286,960 262,973

504,138 Total Expenditure 640,150 607,279

34,760 Net Surplus/(Deficit) (7,000) 21,823

A lower level of rates remissions than expected resulted in lower than budgeted direct costs.

Note : Expenditure capitalised during the year that relates to this activity is as follows:

4,094  SPCA Building 0 23,039
FUNDED BY:
4,094 Equity Funding 0 23,039

Council approved funding of $23,000 during 2006/07 for new SPCA premises in Spencer
Avenue. This funding was carried forward to the 2007/08 year.
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ECONOMIC DEVELOPMENT

ACTIVITIES IN THE GROUP

This activity covers the delivery of Information Centre services, Industrial Development, Event
Marketing and Economic Development facilitation.

STRATEGY
Council has agreed it will be in the business of economic development. The Strategic Plan

identifies a number of economic expectations including an economy less dependent on the
District's major industries and encouraging adding value to the region’s natural resources.

NATURE & SCOPE

Council believes that it should take a leadership role in local economic development initiatives and
has committed itself "to promote the virtues of Kawerau and encourage industries of all types to
the District" (Item 4 of Mission Statement).

Council is of the opinion that the main focus of local economic development initiatives should be
on promoting and encouraging industrial development. At the same time, marketing the District
as a desirable place to live and developing and extending current event activities is also seen as
having significant potential.

Council does not have direct control over the outcomes that this activity aims to achieve.

GOALS

. To enhance the quality of life in the Kawerau District by marketing and encouraging
economic development.

. To assist in increasing opportunities for economic development in the District.
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CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s funding role:
e Strong and prosperous economy aligned to community values
* Diverse, creative and vital communities

«  Continued independence and viability

This is achieved through funding of the Regional Economic Development Agency, Information
Centre, Kawerau Tourism Trust and providing Event Marketing funding.

SIGNIFICANT EFFECTS

The Economic Development activity provides funding to a number of agencies that seek to
further economic development in the District including the Eastern Bay of Plenty Regional
Economic Development Trust.
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ECONOMIC DEVELOPMENT

PERFORMANCE

1. Provision of an Information Centre open 364 days a year.
The Information Centre was open every day except Christmas Day.

2. To promote the District by making available an Event Marketing Fund of at least $5,000
annually.

The fund was made available throughout the year - $4,886 was distributed.
3. To promote the District by having a Rates Remission for Developments Policy in place.

The Policy was in place throughout the year — one application was received and approved
in 2007/08.

4, To have funding of $5,000 available for the regional economic development agency.
Funding of $5,000 was paid to the regional economic development agency (ToIEDA).

5. To ensure that there are sufficient, suitably zoned and serviced industrial sites available in
the District to meet current demand.

Suitably zoned and serviced industrial sites were available throughout the year.
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ECONOMIC DEVELOPMENT

COST OF SERVICE
2006/07 Estimate 2007/08
INCOME
58,860 Rates Income 64,770 64,752
58,860 Total Income 64,770 64,752
EXPENDITURE
8,884 Employee benefit expenses 14,500 8,093
48,787 Other expenses 50,270 40,254
57,671 Total Expenditure 64,770 48,347
1,189 Net Surplus/(Deficit) 0 16,405

Note: No capital expenditure during the year related to this activity.
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ENVIRONMENTAL SERVICES

ACTIVITIES IN THE GROUP
The Environmental Services group includes the following sub-activities:

Resource Management Planning

Resource Management seeks to ensure the sustainable management of the District's natural and
physical resources according to the Resource Management Act. Council’'s resource management
functions cover the District Plan review, collection and dissemination of information and monitoring
of the environment. It is also required to consult and advocate on regional and national resource
management policies.

Resource Management Consents

Resource Management Consents involves the issue of consents under the Resource
Management Act, so that activities can be engaged in while ensuring sustainable management of
natural and physical resources.

The consent process includes subdivisional consents and the communication of rights and
obligations under the legislation.

Building and Inspection

Council has statutory obligations to regulate in a number of areas, including building activity and
Council by-laws under various enactments, with a view to the protection of the Community from
non-compliance.

Environmental Health Services

Council has various statutory obligations including the Health Act and the Sale of Liquor Act to
regulate and maintain the health of the District.

Dog Control

Council's Dog Control services include the investigation of dog complaints, the education of
animal owners and the general public, the performance of enforcement activities on a 24-hour
basis and the provision of a dog pound. These services are provided to meet the Community’s
expectation for health, order and safety and to meet Council’s statutory obligations under the Dog
Control Act 1996 and Dog Control Amendment Act 2003.

Dog Reqistration

The registration of dogs is a statutory obligation under the Dog Control Act 1996.
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STRATEGY

The Council strategy is to manage the use, development and protection of natural and physical
resources in a way which enables the Community to provide for its social, economic and cultural
well-being and its health and safety. The longer term expectations identified in the strategic plan
include the sustainable use of natural resources and recognising and valuing Tangata Whenua
and the strength, diversity and cultural relationships of all ethnic groups in the Community.

NATURE & SCOPE

Council develops, monitors and enforces regulatory and planning requirements in a number of
areas which aim to protect the people of Kawerau from environmental risks, including:

- Unsustainable development within the District
- Poorly constructed buildings

- Unhealthy food and drink

- Uncontrolled dogs

While Council may deal with a cross section of the Community in conducting this work, the real
customers are the overall population who benefit from a healthy and safe environment.

GOAL

To promote the sustainable development of the District and the health, safety and well-being of its
residents.

CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s facilitation and
regulatory role:

» Clean, accessible, respected environment

e Strong and prosperous economy aligned to community values
» Focussed Community leadership and governance

» Healthy people and housing

» Safe, caring communities

SIGNIFICANT EFFECTS

Council is committed to the protection and enhancement of the environment, and the
promotion, protection and enhancement of public health and safety.
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ENVIRONMENTAL SERVICES

PERFORMANCE

Resource Management

1. To ensure that 100% of all Resource Consent applications are processed within the
timeframes set out in the Resource Management Act 1991.

100% (18) of Resource Consent Applications were processed within the timeframes set
out in the Resource Management Act 1991.

2. Resource Consent conditions are monitored and compliance achieved within specified
timeframes.
Monitoring was carried out and compliance with consent conditions achieved.

3. To maintain an operative District Plan with reviews and changes in accordance with
statutory processes and deadlines.
Council has an operative District Plan. A review of the plan is due by 30 June 2009. Work
on the review commenced in the 2006/07 year and continued throughout the 2007/08
year.

Building and Other Inspection

4, 95% of all Building Consent Applications are processed (including inspection) within 20
days, in accordance with the Building Act 2004 and Regulations.

97% (150/154) of Building Consent Applications were processed within 20 working days.

5. All liquor licences are issued in accordance with statutory timeframes.
All liquor licences (57) were issued in accordance with statutory timeframes.

6. All Project Information Memoranda, Code Compliance Certificates and Compliance
Schedules are issued within statutory timeframes.
All Project Information Memoranda, Code Compliance Certificates and Compliance
Schedules were issued within statutory timeframes.

7. All wandering stock is removed within one hour of request.

All wandering stock was removed within one hour of request.
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Weekday daily patrols are carried out and abandoned cars and litter are removed within
two days of notification, subject to compliance with statutory processes.

Weekday daily patrols were carried out and abandoned cars and litter were removed
subject to compliance with statutory processes.

Environmental Health

9.

10.

To achieve a surveyed community satisfaction level, for Other Environmental Services,
better than 91%.

The surveyed community satisfaction level was 95%

To ensure that all food premises are inspected at least twice yearly by a professional
qualified under the Environmental Health Officers Regulations 1993, in order to promote
and enforce compliance with the standard required by the Food Hygiene Regulations
1974.

All, but one, of the registered food premises that were in operation for a full year were
inspected by a qualified inspector at least twice during the year. There was one premise
where the inspection was obstructed. This was resolved in July 2008.

Dog Control and Registration

11.

12.

13.

14.

To achieve a surveyed community satisfaction level, for Dog Control, better than 74%.

The surveyed community satisfaction level was 66%. The predominant reason for
dissatisfaction related to too many roaming/uncontrolled dogs.

All complaints about nuisances caused by dogs are actioned within 24 hours of receipt
and records of all complaints and action taken are kept.

Analysis of requests for service identified poor records of response times and advice back

to complainants. Remedial action was instigated during the year.

To undertake no less than 460 weekday and 340 after hours dog patrols per annum and
to take action in accordance with statutory requirements and Council policies for all
instances of non-compliance observed and recorded by the patroller.

487 weekday and 396 after hours dog patrols were undertaken during the year.

To carry out a door to door survey annually.

The door to door survey was undertaken.




2006/07

352,033
214,615

566,648

296,269
2,669
400,929

699,867

(133,219)
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ENVIRONMENTAL SERVICES

COST OF SERVICE

Estimate 2007/08

INCOME

Rates Income 406,650 406,548
Other Revenue 123,240 180,629
Total Income 529,890 587,177
EXPENDITURE

Employee benefit expenses 279,630 359,094
Depreciation and amortisation 2,960 2,919
Other expenses 392,500 465,089
Total Expenditure 675,090 827,102
Net Surplus/(Deficit) (145,200) (239,925)

Accreditation under the Building Act 2004 and higher than forecast levels of activity in all areas
of Environmental Services resulted in higher employee and consultants’ costs. These were
offset by higher income derived from fees and charges.

Note: No capital expenditure during the year related to this activity.
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TRANSPORT MANAGEMENT

ACTIVITIES IN THE GROUP
The Transport Management activity involves:

» Management and monitoring of the transport network.

» Repairing and maintaining assets and structures.

» Operation of the transport activity assets.

» Planning to meet future requirements and improve operations.

STRATEGY

Council has developed a Roading Asset Management Plan which provides for the efficient and
effective management of the roading asset. This Plan allows Council to allocate detailed funding
to properly maintain the asset while also making provision for the longer term financing required.

NATURE & SCOPE

Council is responsible for the management of approximately 42km of road, 40km of which is
sealed. The roading network also includes car parks, bridges, footpaths, culverts, street lights,
kerb and channel, signs and markings.

The Stormwater system comprises a network of pipes, manholes and cesspits that collect
Stormwater from roads and transport it to a natural water course.

Control over the roads of the District is vested in Council by the Local Government Act 2002. A
large part of Councils expenditure on roads is subsidised by Land Transport New Zealand. Land
Transport New Zealand subsidises the long-term maintenance of the carriageways and their
associated drainage and lighting systems, together with subsidising part of the costs of street
cleaning.

In addition to the Land Transport New Zealand programme of works for the year, Council must
maintain the footpaths, alleyways and the Town Centre.

Council is not responsible for the maintenance of State Highway 34.

GOALS

To provide and maintain a system of roads/footpaths for the safe and comfortable passage of
vehicles, pedestrians, cyclists and other vulnerable road users (including mobility scooters) in and
through the District.
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CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s role as a
provider of the District’s transport network and road safety initiatives:

e Clean, accessible, respected environment

e Strong and prosperous economy aligned to community values
«  Healthy people and housing

e  Safe, caring communities

* Reliable and affordable infrastructure

e Continued independence and viability

SIGNIFICANT EFFECTS

The Transport Management activity delivers an efficient transport network that has minimal
impact on the environment. During the year, Council carried out its programmed reseals, street
lighting upgrades, road marking and safety improvements.

Significant negative effects on the roading network are traffic accidents. To reduce numbers
and severity, Council is a partner in the Eastern Bay of Plenty Road Safety Management
System. Council has developed the Eastern Bay of Plenty Road Safety System, undertakes
safety audits and provides street lighting, signage and pavement marking.
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TRANSPORT MANAGEMENT

PERFORMANCE

1. To achieve a surveyed community satisfaction level, for transport management assets,
better than 78%.

The surveyed community satisfaction level was 96%.

2. To maintain the road carriageway so that a district wide average roughness rating (the
rougher the road the higher the number) of lower than 85 (this is equivalent to the
roughness of Islington Street) is achieved in the annual survey conducted by independent
professionals in accordance with Land Transport New Zealand standards.

A roughness survey was undertaken by independent professionals in accordance with
Land Transport New Zealand standards. The average roughness rating of roads in the
District is 77. This is smoother than the target of 85.

3. To maintain the transport management network such that no more than 2 notified
accidents per year can be attributed to the condition of the road surface markings, road
surface condition or street lighting as reported by the New Zealand Police.

There were no notified accidents during the year that could be attributed to the condition of
the road surface markings, road surface condition or street lighting.

4, Roads are managed in accordance with Council’'s Safety Management System and the
Eastern Bay of Plenty Safety Strategy, including associated implementation strategies.
Roads were managed in accordance with Council's Safety Management System and the
Eastern Bay of Plenty Safety Strategy, including associated implementation strategies.

5. No buildings constructed in accordance with design standards are inundated.

There were no reports of buildings constructed in accordance with design standards being
flooded.
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TRANSPORT MANAGEMENT

COST OF SERVICE

2006/07 Estimate 2007/08
INCOME
760,960 Rates Income 766,410 766,224
380,562 Other Revenue 388,310 391,083
1,141,522 Total Income 1,154,720 1,157,307
EXPENDITURE
149,039 Employee benefit expenses 210,320 192,132
510,560 Depreciation and amortisation 654,130 721,166
653,202 Other expenses 563,490 551,525
1,312,801 Total Expenditure 1,427,940 1,464,823
(171,279)  Net Surplus/(Deficit) (273,220) (307,516)

Staff charged to previously contracted out services resulted in lower employee costs, offset by
higher other expenses. Depreciation increased as a result of the revaluation of assets in June
2007.

Note: Expenditure capitalised during the year that relates to this activity is as follows:

34,775 Streetlights renewals 25,650 17,600
81,095 Kerbs & Footpaths renewals 75,650 47,053
111,297 Reseals 114,600 121,320
30,216 Pipework renewals 30,000 6,894
42,088 New pipework 0 0
20,929 Other renewals 7,000 7,820
320,400 Total Infrastructural 252,900 200,687
FUNDED BY:
156,543 Depreciation Reserve Funding 143,430 94,925
163,857 Transfer from Reserves 109,470 105,762

320,400 252,900 200,687
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WATER SUPPLY

ACTIVITIES IN THE GROUP

This activity involves the provision of good quality drinkable water in sufficient quantities to meet
reasonable Community needs.

STRATEGY

The principal issue affecting Council's supply of potable water is the biological cleanliness of the
water.

Council has implemented a pH correction facility to the water supply system and is implementing
an ultraviolet treatment facility to treat the water at source. Council expects the current water
quality to continue. This will mean that no additional expenditure on new treatment assets is
needed to maintain water quality. Council continues to monitor adequacy of the supply network
due to the limited availability of water in times of very high consumption.

In the longer term, the Strategic Plan identifies Council monitoring and informing Government of
the impacts of its policy on the Community.

NATURE & SCOPE

Council provides a system of water reticulation for the Kawerau Community. Without a reliable
supply of good quality water, it would be difficult to sustain a community of Kawerau's size.

Kawerau's water is principally sourced from two springs. When demand is high, Council can also
obtain water from a borefield situated in Tarawera Park. Water is pumped to the two reservoirs
situated on Monika Lanham Reserve and the reservoir situated above Beattie Road.

Water is then delivered to consumers by gravity. The Beattie Road reservoir services those
properties situated in the upper Valley Road area. Large users of water have metered supplies.

GOAL

To provide a quality water supply in sufficient quantities to meet reasonable community needs.
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CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s role as a
provider of potable water:

¢ Clean, accessible, respected environment
«  Healthy people and housing

«  Safe, caring communities

« Reliable and affordable infrastructure

«  Continued independence and viability

SIGNIFICANT EFFECTS

The provision of potable water is fundamental to community well-being.

The supply is not considered a “secure” supply as defined by the Drinking Water Standards
New Zealand (DWSNZ) due to historical detection of faecal coliforms in the source water and
the inability to prove that the water has been underground for more than twelve months or is not
directly affected by surface or climate influences in the environment. Contaminations, when
detected, are treated with chlorine.

In 2005/2006, Council considered several options for treating the water supply in order to
improve the quality of water in line with the DWSNZ. Council decided to implement ultraviolet
disinfection treatment of the source water and continue its current practice of treating
contaminations in the water reticulation (pipes from the reservoir to taps) with chlorine on an “as
required” basis.
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WATER SUPPLY

PERFORMANCE
1. To achieve a surveyed community satisfaction level, for water supply services, better than
82%.

The surveyed community satisfaction level was 96%.

2. To undertake bacteriological monitoring of the public water supply at a frequency of at
least twice per month, to establish the quality of Council’'s water in comparison to Drinking
Water Standards New Zealand.

The water supply was monitored through bacteriological testing at least twice per month
during the year in a minimum of two locations.

There were two instances of contamination that occurred in December 2007 and March
2008 that required chlorination of the water supply.

3. To conduct daily samples, when the total town's water consumption exceeds
12,000m3/day, and have no instances where the tests, taken between 3.00pm and 5.00pm
at Windley Place, Blundell Avenue and the Cemetery, show water pressure lower than
40 psi (275kPa).

Flow rates exceeded the trigger flow levels in December 2007 and January 2008.
Pressure test results were in excess of 40 psi on all occasions.

4, There are no more than twelve unplanned shutdowns of the reticulation system per year
resulting in loss of supply to customers exceeding 4 hours and no unplanned shutdowns of
the pump stations or reservoirs resulting in loss of supply to customers exceeding 4 hours.

There were no unplanned shutdowns of the reticulation system, the pump stations or
reservoirs resulting in loss of supply to customers exceeding 4 hours.

5. 100% of complaints that involve safety issues are responded to within one hour.

No complaints that involved safety issues were received.

6. 95% of complaints that relate to poor pressure and leaks responded to by the end of the
next working day.

There were no complaints about poor pressure and all leak complaints were responded to.

7. 100% compliance with resource consents.

There was 100% compliance with resource consent conditions.
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WATER SUPPLY

COST OF SERVICE

2006/07 Estimate 2007/08
INCOME
636,970 Rates Income 708,160 707,988
135,227 Targeted Rates 121,050 126,097
131,299 Other Revenue 132,830 140,901
903,496 Total Income 962,040 974,986

EXPENDITURE

147,490 Employee benefit expenses 153,740 141,898
352,051 Depreciation and amortisation 425,100 424,185
380,179 Other expenses 393,470 376,481
879,720 Total Expenditure 972,310 942 564

23,776  Net Surplus/(Deficit) (10,270) 32,422

Lower than expected staff hours required on this activity led to reduced employee costs. Power
costs were also lower than expected, resulting in other expenses being below estimate.

Note: Expenditure capitalised during the year that relates to this activity is as follows:

83,804 New UV Treatment Plant 0 389,861
2,705 Pipework renewals 111,000 0
5,000 Toby renewals 5,000 5,000
7,200 Other renewals 10,000 14,376

98,709 Total Infrastructural 126,000 409,237

FUNDED BY:
98,709 Depreciation Reserve Funding 126,000 409,237

The installation of the Ultraviolet Treatment Plant was budgeted and commenced during the
2006/07 year, but not completed until October 2007. The remaining budget from 2006/07
($386,000) was carried forward and funded from Depreciation Reserves. Planned pipework
replacements were not required in the 2007/08 year.
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WASTE MANAGEMENT
ACTIVITIES IN THE GROUP

The Waste Management group includes the following activities:

Wastewater Collection and Disposal

This activity involves the provision of a wastewater disposal system that enhances community
health and safety and the environment.

Refuse Collection

This activity involves the provision of a cost effective refuse collection system that will
encourage a healthy, tidy and clean District. Refuse is collected weekly from residential
properties.

Refuse Disposal

This activity involves the provision of a cost effective refuse disposal system that will encourage
a healthy, tidy and clean District.

Zero Waste
This activity involves the provision and operation of refuse recycling initiatives to minimise
waste to landfill for environmental benefits. Council continues to develop recycling initiatives in

response to community demand and a desire to reduce the impact that dumping waste has on
the environment.

NATURE & SCOPE

Council provides systems of wastewater disposal, refuse removal, refuse disposal and refuse
recycling for the Kawerau Community. Without these services, it is likely that the state of the
Community's health would decline.

Refuse is collected weekly from residential properties.

Council continues to develop recycling initiatives in response to community demand and a
desire to reduce the impact that dumping waste has on the environment.

GOAL

To provide a system of domestic wastewater collection and primary treatment, to minimise the
presence of refuse within the District and to minimise the amount of local waste which goes to
landfill.
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CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s role as a
provider of wastewater collection and disposal, refuse collection and disposal and zero waste
initiatives:

e Clean, accessible, respected environment
«  Healthy people and housing
* Reliable and affordable infrastructure

SIGNIFICANT EFFECTS

The Waste Management activity contributes to the good health and safety of the Community.
During the year, zero waste initiatives were undertaken to promote environmentally friendly
waste disposal practices.

The operation of the transfer station as a means of disposing solid waste could result in some
negative environmental effects. These effects are not considered significant and have been
managed via operating procedures and a monitoring regime. Noise, odour, dust, litter and
vermin are nuisance elements commonly linked to transfer stations. However, in general, due to
the low volumes of refuse deposited and the regular removal to an out of district landfill, very
few nuisance problems occur with the Kawerau site.
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WASTE MANAGEMENT

PERFORMANCE

Wastewater Collection and Disposal

1.

To achieve a surveyed community satisfaction level, for wastewater, better than 82%

The surveyed community satisfaction level was 96%.

95% on-site response within 4 hours of notification of urgent blockages and 95% on-site
response within one day of natification of non-urgent complaints (e.g. odour)

All blockages were responded to, but a reliable system to monitor the achievement of the
timeframe was not in place for the whole year. There was one odour complaint received in
October 2007.

100% compliance with resource consents.

There was 100% compliance with resource consent conditions.

Less than four justifiable complaints about odours originating from the collection system
and treatment.

There were no complaints received about odours emanating from the collection system or
primary treatment. One complaint of odour from the rapid infiltration basins was received
in October 2007. The rapid infiltration basins are still under Carter Holt Harvey control.
The complaint was responded to on the same day.

Refuse Collection

5.

To achieve a surveyed community satisfaction level, for refuse collection, better than 81%.

The surveyed community satisfaction level was 73%. The predominant reason for
dissatisfaction relates to the volume of the residual bins.

Less than 30 justifiable complaints of missed collection per annum.

Council receives about 3 complaints per week of missed collection. In most cases it is
difficult to determine whether it is a justified complaint or the bin was put out late.

Refuse Disposal

7.

To achieve a surveyed community satisfaction level, for refuse disposal, better than 65%.

The surveyed community satisfaction level was 66%.
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8. 100% compliance with resource consent conditions and monitoring requirements.
The sampling undertaken on the bore upstream of the landfil shows a change in
underground water quality prior to passage under the landfill. This means that the trigger
levels were exceeded for several elements due to matters not caused by landfill
operations. Environment Bay of Plenty requires that the consent be varied to
accommodate the change.
The District water supply is from a separate source.

Zero Waste

9. To achieve a 70% reduction in the amount of local refuse being landfilled compared to that

landfilled in the 3 months ended 30 June 2000 (benchmark measurement).

A 69% reduction in the amount of local refuse being landfilled compared to that landfilled
in the 3 months ended 30 June 2000 (benchmark measurement) was achieved. This is an
improvement on the 2006/07 result which was a 63% reduction. Council will continue to
implement waste reduction initiatives in the future.
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WASTE MANAGEMENT

COST OF SERVICE
2006/07 Estimate 2007/08
INCOME
993,480 Rates Income 1,018,020 1,017,780
457,053 Targeted Rates 530,810 547,230
226,405 Other Revenue 241,670 204,416
1,676,938 Total Income 1,790,500 1,769,426
EXPENDITURE
326,144 Employee benefit expenses 359,050 302,822
223,859 Depreciation and amortisation 383,290 269,717
1,198,721 Other expenses 1,393,940 1,403,852
1,747,724 Total Expenditure 2,136,280 1,710,634
(70,786) Net Surplus/(Deficit) (345,780) 58,792

Delays in Council assuming responsibility for the Wastewater Treatment Plant from Carter Holt
Harvey (CHH) led to reduced costs.

Note: Expenditure capitalised during the year that relates to this activity is as follows:

41,813 Wastewater Treatment Plant Upgrades 0 66,978
10,779 Wastewater Pipework 27,757 14,137

0 Transfer Station Roading 6,000 6,404
28,279 New Recycling Bins 0 880
14,994 Other renewals 7,273 0
95,865 Total Infrastructural 41,030 88,399

FUNDED BY:

95,865 Depreciation Reserve Funding 41,030 95,865

Wastewater Treatment Plant upgrades were carried forward from the 2006/07 year to the
2007/08 year.
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LEISURE & RECREATION

ACTIVITIES IN THE GROUP
The Leisure & Recreation group includes the following activities:

Library

The provision of a suitable Library facility to enhance community knowledge, information and
leisure opportunities.

Swimming Pools

The provision of a year round swimming pool complex to enhance leisure opportunities.

Public Halls & Facilities

Recreation Centre

The provision of a Recreation Centre for public hire as a suitable venue for sporting and
recreation activities.

Town Hall
The provision of a Town Hall for public hire to enhance leisure opportunities.

Concert Chamber

The provision of a Concert Chamber for public hire as a suitable venue.

Town Centre Toilets

The provision of suitable ablution facilities for the Community and visitors.

Parks & Reserves

Sports Fields

The provision of sports fields available for recreational and competitive use.

Passive Reserves

The provision of passive reserves and other recreational reserves (not including sports fields).
Road Berms

The provision of a grassed separation between the property boundary and the carriageway.
Street Trees

The provision of street trees.
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Bedding Displays

The provision of flowering bedding displays in high profile areas twice a year.

Playgrounds

The provision of playgrounds.

STRATEGY

The Strategic Plan has a strategy of maintaining sporting, leisure and recreational facilities which
enhance the reputation of Kawerau as a recreation and leisure conscious Community.

NATURE & SCOPE

Council has historically provided a wide range of leisure and recreation services. Although there is
no legal requirement to provide them, Council believes that such services are expected by the
Community.

The level of quality and extent of these services that are provided by Council directly improves the
guality of life of all of the people of Kawerau in some way.

GOAL

To provide leisure and recreation opportunities through the provision of the following facilities:

- Library

- Swimming Pool

- Public Halls

- Parks & Reserves
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CONTRIBUTION TO COMMUNITY OUTCOMES

This activity contributes to the following Community Outcomes through Council’s role as a
provider of leisure and recreation facilities:

e Clean, accessible, respected environment
e Education and training opportunities for all
*  Healthy people and housing

* Diverse, creative and vital communities

SIGNIFICANT EFFECTS

The Leisure and Recreation activity supports Council's Vision of providing the people of
Kawerau with a quality of life second to none. The level of quality and extent of these services
directly improves the quality of life of the Community. During the year, Council:

e Completed an upgrade of the Library building.
e Continued the Monika Lanham Reserve redevelopment.
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LEISURE & RECREATION

PERFORMANCE

Library

1.

To make the library available for use for a minimum of 50 weeks of the year during the
following hours:

e Monday to Friday 10am — 5pm
e Saturday 10am — 1pm

The library was available throughout the year.

To achieve a surveyed community satisfaction level, for the library, better than 92%.

The surveyed community satisfaction level was 89%. This result was 4% below the target
and represented a 5% increase on the 2007 survey. The result can be attributed to a
significant number of “don’'t know” responses (10%) and in fact, only 1% indicated that
they were not satisfied with the library.

Swimming Pool

3. To achieve a surveyed community satisfaction level, for the swimming pool, better than
70%.
The surveyed community satisfaction level was 89%.

4, To make the swimming pool complex available for use for a minimum of 48 weeks of the
year
The swimming pool complex was available for all but 10 days due to maintenance in
October 2007.

5. To carry out daily water quality checks in the main pool while the pool facilities are
available for public use and achieve 95% compliance with Part 1 NZS 5826.
Water quality in the main pool complied with Part 1 NZS: 5826 in 99% of the samples
taken. Samples were tested on a daily basis.

Public Halls
6. To achieve a surveyed community satisfaction level, for public halls, better than 65%.

The surveyed community satisfaction level was 82%.
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8.
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To provide three community halls that are available for use 50 weeks of the year.

The three community halls were available throughout the year.

To have the town centre toilets manned seven days a week.

The town centre toilets were open and manned every day except Christmas Day.

Parks & Reserves

9.

10.

11.

12.

13.

14.

To achieve a surveyed community satisfaction level, for parks and reserves, better than
94%.

The surveyed community satisfaction level was 93%. The satisfaction rating has improved
by 3% from 2007. Kawerau residents generally have high expectations of the facilities and

beautification provided and survey respondents have suggested that there is a need for
better upkeep and improvements.

To receive two favourable reports from the New Zealand Turf Culture Institute on the
condition of the sports fields and suitability of the playing surfaces for each sport code
being catered for in winter and summer.

Two favourable reports were received in September 2007 and April 2008.

Public toilets at reserves are available when booked.

Public toilets at Prideaux Park, Firmin Field, Boyce Park, Tarawera Park and Stoneham
Park were available throughout the year.

No instances of street trees being managed in contravention of Council policy or good

practice.

Street trees were managed according to Council policy and good practice.

Grass on road berms is no longer than 80mm at any time during the year.

While this is a difficult measure to monitor, berm mowing was undertaken on regular
cycles.

Flowering bedding displays provided in high profile areas twice a year.

Flowering bedding displays were provided in high profile areas from August to September
2007 and from March to April 2008.




2006/07

2,152,480
70,655

2,223,135

1,083,043
320,617
846,630

2,250,290

(27,155)
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LEISURE & RECREATION

COST OF SERVICE

INCOME

Rates Income
Other Revenue

Total Income

EXPENDITURE

Employee benefit expenses
Depreciation and amortisation
Other expenses

Total Expenditure

Net Surplus/(Deficit)

Estimate 2007/08
2,233,620 2,233,164
110,610 203,097
2,344,230 2,436,261
1,024,870 1,125,726
366,280 433,705
1,010,630 903,811
2,401,780 2,463,242
(57,550) (26,981)

Employee costs exceeded estimate due to the addition of a new activity, Pathway to Health.
Increased depreciation resulted from the revaluation of assets in June 2007. Lower than
expected maintenance and chemical costs for the Swimming Pool and maintenance work
carried forward to 2008/09 from Passive Reserves led to other expenses being lower than
estimated.

Note: Expenditure capitalised during the year that relates to this activity is as follows:

44,381 Library Stock Renewals 39,500 40,373

184,929 Library Building Upgrade 17,830 7,103

3,919 Swimming Pool Upgrades 158,380 160,393

2,417 Recreation Centre Upgrades 0 0

8,049 Passive Reserves Improvements 14,240 14,912

0 Town Hall Upgrade 4,000 0

9,065 Concert Chamber Upgrade 6,000 5,031

0 Field Amenity Building Renewals 1,120 2,556

5,000 Playground Renewals 4,640 3,463

257,760 Total Operational 245,710 233,831
FUNDED BY:

257,760 Depreciation Reserve Funding 122,350 233,831

0 Transfer from Reserves 123,360 0

257,760 245,710 233,831

Components of the Library building upgrade were carried forward from the 2006/07 year and
will now be completed in the 2008/09 year. The Town Hall upgrades will also now occur in the
2008/09 year.
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OTHER NON-SIGNIFICANT ACTIVITIES

ACTIVITIES IN THE GROUP

The Other Non-Significant Activities group includes the following activities:

Pensioner Housing

The provision of affordable housing available for the ambulant elderly. These units are leased to,
and managed by, the Kawerau Social Services Trust.

Civil Defence Emergency Management

The delivery of Civil Defence measures, covering all aspects of preparation for, response to, and
recovery from, major emergencies within the District.

Community Cultural & Social

The provision of specified community and social services.
Cemetery

The provision, operation and maintenance of an attractive and culturally sensitive burial ground.

Commercial Rental Buildings

Management of the following commercial rental accommodation:

. Bus Station Building
. Tarawera Mall Shop

Vandalism

Restoration of Council assets that have been subject to intentional damage.

CONTRIBUTION TO COMMUNITY OUTCOMES

The Pensioner Housing, Civil Defence, Cemetery and Community, Cultural & Social sub
activities contribute to the following Community Outcomes through being a funder or provider of
services:

» Safe, caring communities

* Reliable and affordable infrastructure
» Diverse, creative and vital communities

SIGNIFICANT EFFECTS

These activities contribute to the community well-being by providing community welfare
services.




94

OTHER NON-SIGNIFICANT ACTIVITIES

PERFORMANCE

Civil Defence Emergency Management

1. To have the following Disaster Recovery Plans in place:
* Bay of Plenty Emergency Management Plan
e Community Disaster Recovery Plan

e Business (Council) Disaster Recovery Plan

The plans were all in place throughout the year.

Community, Cultural & Social
2. Creative New Zealand funds are distributed.

Funds of $10,065 were distributed throughout the year.

3. Four School Holiday programmes delivered.
School Holiday programmes were run on:

e 2-13July 2007

e 24 September — 5 October 2007
e 14 January — 25 January 2008

e 21 April —2 May 2008

4, Delivery of a Domestic Violence programme.

Council was advised in March 2007 that Family Works Northern was unable to continue
the Family Violence Intervention Programme. The balance of the Crime Prevention Unit

funding was reallocated to two alternative programmes:

» A programme for young offenders to work on community projects.

A programme designed to reduce the youth crime rate by providing a mixture of
recreational and educational tools to encourage and develop social and behavioural

skills.

Cemetery

5. To achieve a surveyed Community satisfaction level, for the cemetery, better than 72%.

The surveyed Community satisfaction level was 80%.
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6. No complaints received relating to burial services.
No complaints about burial services were received.

Vandalism

7. High profile and/or offensive graffiti is removed within 4 hours of Council becoming aware
of it. All other graffiti removed within 7 days.
All graffiti removed within these standards except for graffiti on the interior of the skatepark
which was not removed on a weekly basis during December 2007.

8. Vandalism of Council property is attended to within 2 days of Council becoming aware of

it.

All sites vandalised were inspected within 2 days and repairs were undertaken as soon as
practicable. Some repairs took longer than 2 days to be completed.
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OTHER NON-SIGNIFICANT ACTIVITIES

COST OF SERVICE

2006/07 Estimate 2007/08
INCOME
(111,604) Rates Income (160,190) (100,173)
240,392 Other Revenue 235,460 185,401
(5,834) Other gains/(losses) 0 (7,631)
122,954 Total Income 75,270 77,597
EXPENDITURE
49,257 Employee benefit expenses 49,060 41,830
293,365 Depreciation and amortisation 260,820 288,476
(71,557) Other expenses (111,580) (85,428)
271,065 Total Expenditure 198,300 244,872
(148,111) Net Surplus/(Deficit) (123,030) (167,275)

Higher than budgeted interest rates and greater than expected fees and charges have resulted
in increased other revenue.
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ELIMINATIONS

COST OF SERVICE

2006/07 Estimate 2007/08
INCOME

(479,283) Rates Income (520,680) (465,549)

(147,457) Other Revenue (147,750) (99,778)

~ (626,740) Total Income (668,430)  (565,327)

EXPENDITURE

(610,280) Other expenses (668,430) (565,327)

(610,280) Total Expenditure (668,430) (565,327)

(16,460) Net Surplus/(Deficit) 0 0
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COUNCIL CONTROLLED ORGANISATION (CCO)

Background

The councils that operate within the boundaries of the Bay of Plenty Region have formed a
CCO, Bay of Plenty Local Authority Shared Services Limited (BoPLASS), to investigate,
develop and deliver shared back office services and communications where and when that can
be done more effectively for any combinations of some or all of the councils. KDC has a
one-eighth share in BOPLASS.

Objectives

The company was set up to provide the Bay of Plenty Region councils with an umbrella vehicle
to investigate, procure, develop and deliver shared services.

Such services will be initiated under the umbrella of this company where a business case
shows that they provide benefit to the (voluntary) council users by either improved levels of
service, reduced costs, improved efficiency and/or increased value through innovation.

Nature and scope of activities

The principal nature and scope of the activity of BOPLASS is to:

» Enable the provision of shared services to any or all local authorities within the Bay of
Plenty Region. BoPLASS may also sell “shared” processes and systems as set up
under individual agreements to local authorities outside the Region.

» Pursue all opportunities to procure shared services that will benefit the Community in the
widest sense, through enhanced back office services and/or reduced costs for councils.

» Explore all possible avenues to provide these services itself or contract them from
outside parties, each depending on a rigorous business case and risk assessment.
BoPLASS will also act as a true regional vehicle to attract government and other
funding, if or when it is made available.
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Performance targets

Actual outcome

Initial targets

Get the umbrella company operating effectively in both
governance and management terms.

Achieved.

Develop draft operational principles regarding developing
and approving shared services.

Achieved.

Develop communication lines with each shareholding
council at appropriate levels.

Achieved.

Develop communication lines with shared service CCOs
of neighbouring regions.

Contact made with one LASS.

Ongoing targets

Achieve effective operations of at least five shared
services with each service contributing appropriately to
the costs of the umbrella vehicle.

One service approved, five groups
established.

Levies agreed for established
groups.

Operate within agreed budgets.

Achieved.

Maintain positive cash flow.

Achieved.
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MAORI CONTRIBUTION TO DECISION-MAKING PROCESSES

The Local Government Act 2002 requires Council to report on the work it has undertaken in the
year to establish and maintain opportunities for Maori to contribute to the decision-making
processes of Council.

Council acknowledges Tuwharetoa ki Kawerau as the Tangata Whenua' Iwi authority within the
Kawerau District.

Council acknowledges that Rautahi is the representative of Taure Here® within the Kawerau
District.

After the local authority elections in 2001, Council set up a subcommittee to work with local lwi
(Tuwharetoa ki Kawerau) to develop a protocol or memorandum of understanding aimed at
defining and enhancing the relationship between Council and Tangata Whenua.

The subcommittee has met with Iwi on several occasions and some progress has been made
towards finalising a Partnership Accord between Iwi and Council.

Although progress to date has been slow, Council is confident that it will not be too long before
the parties finalise the Partnership Accord that will lead to a mutually beneficial relationship
between Iwi and Council.

Council intends to develop a relationship with Rautahi along similar lines to that being
developed with Tuwharetoa ki Kawerau.

During any consultation with the Community, Council consults both with Tuwharetoa ki Kawerau
(Tangata Whenua) and Rautahi (Taure Here).

! Tangata Whenua — People of the land. Iwi or hapu who hold mana whenua over a particular
area. (Mana Whenua — Customary authority exercised by an Iwi or hapu in an identified area).

2 Taure Here — Maori who maintain links to, and claim Tangata Whenua status in, an area other
than the one they are living in.




101

COMMUNITY OUTCOMES — MONITORING OF PROGRESS TOWARDS
THE ACHIEVEMENT OF COMMUNITY OUTCOMES

During the 2007/2008 financial year, the following monitoring of progress towards Community
Outcomes was completed.

Outcome Monitoring Base Data 2008 Data
Strong and prosperous | Building consents issued 2005/06: 2007/08:
economy aligned to
community values 181 154
Focused community Residents rating the performance of the 2006: 77% 2008: 85%
leadership and Mayor and Councillors
governance

Percentage of residents satisfied with the 2006: 85% 2008: 85%
way rates are spent on services and
facilities

Residents rating the way Council 2006: 68% 2008: 79%
involves the public in the decisions it

makes
Safe, caring Percentage of residents who feel that the 2006: 91% 2008: 90%
communities quality of life in Kawerau is good

Do residents feel that Kawerau District is 2006: 93% 2008: 91%
generally a safe place to live?

Percentage of residents who feel that the 2006: 86% 2008: 90%
community spirit in Kawerau is good

Percentage of residents who feel that the 2006: 50% 2008: 52%
Kawerau District is a better place to live
than three years ago

Council is currently working with other local authorities and Central Government Agencies in the
Bay of Plenty to determine a comprehensive set of measures to be used for monitoring progress
towards Community Outcomes.




