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ACCOUNTING POLICIES 
REPORTING ENTITY 
The Nelson City Council Group consists of Nelson City Council, its subsidiaries, associates and joint 

ventures. 

The information provided in these prospective financial statements includes the operation of Nelson 

City Council (‘Council’) only, as Council considers that this provides the clearest and most relevant 

information about the cost of services provided to ratepayers and consequently the rates income that 

is required to fund those services. The level of rates funding required to provide core services is not 

affected by other members of the group except to the extent that Council receives distributions from, 

or further invests in, those other members. The effects of such transactions are included in the 

prospective financial statements of the Council. 

BASIS OF PREPARATION 
These prospective statements of Nelson City Council are for the 10 years from 1 July 2021. The draft 
forecast information was authorised for issue by Council on 18 March 2021.
This prospective financial information is based upon the financial statements as published in the June 
2020 Annual Report, and adjusted to incorporate updated assumptions and council decisions made for 
the purpose of this Long Term Plan. Actual financial results are likely to be different from these 
Prospective Financial Statements, and that difference may be material. 

Statement of compliance  
This forecast information has been prepared in accordance with the requirements of the Local  

Government Act 2002. With the exception of the Funding Impact Statements this forecast information 

has also been prepared in accordance with New Zealand Generally Accepted Accounting Practice 

(GAAP) as it relates to prospective financial information and PBE FRS 42 – prospective financial 

statements. They comply with Public Benefit Entity International Public Sector Accounting Standards 

(PBE IPSAS), and other applicable financial reporting standards, as appropriate for public benefit 

entities.  

The prospective financial statements have been prepared in accordance with Tier 1 PBE standards. 

The Funding Impact Statements (FIS) do not comply with GAAP as they do not recognise depreciation 

and movements in the valuation of assets and also they do not show capital income (Subsidies and 

Development Contributions) as operating income. A reconciliation is provided between the FIS 

surplus/(deficit) of operating funding and the Statement of Comprehensive Revenue. 

Presentation currency and rounding 
The financial statements are presented in New Zealand dollars and all values are rounded to the 

nearest thousand dollars ($000). The functional currency of the Council is New Zealand dollars. 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
The measurement base adopted is that of historical cost, modified by the revaluation of certain assets. 

The following particular accounting policies, which materially affect the anticipated results, have been 

applied. 

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

Exchange and non-exchange transactions 
An exchange transaction is one in which Council receives assets or services, or has liabilities 

extinguished, and directly gives approximately equal value in exchange. Non-exchange transactions 

are where Council receives value from another entity without giving approximately equal value in 

exchange. 

Rates revenue 
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Rates are set annually by a resolution from Council and relate to a financial year. All ratepayers are 

invoiced within the financial year to which the rates have been set. All rates with the exception of 

water by meter are non-exchange transactions. Water by meter charges are exchange transactions. 

Government grants 
Council receives government grants, in the main from the Waka Kotahi, which subsidises part of 

Council’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. Government 

grants are generally non-exchange transactions. 

Provision of commercially based services 
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. These are exchange transactions and include rents and resource and building consents. 

Vested assets 
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 Council are recognised as revenue when control over the 

asset is obtained. This is non-exchange revenue. 

Sales of goods 
Revenue from sales of goods is recognised when a product is sold to a customer. Sales of goods are 

exchange transactions. 

Traffic and parking infringements 
Traffic and parking infringements are recognised when tickets are paid. This is non-exchange revenue. 

Interest and dividends 
Interest income is recognised using the effective interest method. Dividends are recognised when the 

right to receive payment has been established. Interest and dividends are considered income from 

exchange transactions. 

Development contributions 
Development and financial contributions are recognised as revenue when Council provides, or is able to 

provide, the service for which the contribution was charged. Otherwise, development and financial 

contributions are recognised as liabilities until such a time as the Council provides, or is able to 

provide, the service. Development contributions are non-exchange transactions. 

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

Foreign currency transactions 
Foreign currency transactions (including those for which forward foreign exchange contracts are held) 

are translated into NZ$ (the functional currency) using the spot rate at the date of the transactions. 

Foreign exchange gains and losses resulting from the settlement of such transactions and from the 

translation at year end exchange rates of monetary assets and liabilities denominated in foreign 

currencies are recognised in the surplus or deficit. 

Grants 
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 Council has no obligation to award in receipt of the grant 

application and are recognised as expenditure when approved by Council and the approval has been 

communicated to the applicant. Council’s grants awarded have no substantive conditions attached. 

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 
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straight-line basis over the lease term. Any lease incentives received are recognised in the surplus or 

deficit as a reduction of rental expense over the lease term. 

CASH AND CASH EQUIVALENTS 
Cash and cash equivalents include cash on 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. 

RECEIVABLES 
Short term debtors and other receivables are recorded at their face value, less any provision for 

impairment. 

DERIVATIVE FINANCIAL INSTRUMENTS 
The Council uses derivative financial instruments (interest rate swaps) to minimise its risk associated 

with interest rate fluctuations. Such derivative financial instruments are initially recognised at fair value 

on the date on which the derivative contract is entered into and subsequently re-measured to fair 

value at balance date. Derivatives are carried as assets when their fair value is positive and as 

liabilities when their fair value is negative. The valuation at balance date is performed by Hedgebook 

Limited. 

Swaps are entered into with the objective of reducing the risk of rising interest rates. Any gains or 

losses arising from the changes in fair value of derivatives are taken directly to the surplus or deficit 

for the year.  

The fair value of interest rate swaps is determined by reference to market values for similar 

instruments. The net differential paid or received on interest rate swaps is recognised as a component 

of interest expense or interest revenue over the period of the agreement. 

Swaps are classified as non-current if the remaining maturity is more than twelve months, and as 

current if the remaining maturity is less than twelve months. 

Although some members of the Group do so, the Council (parent) does not apply hedge accounting for 

its derivative financial instruments.  

FIXED ASSETS 
Property, plant and equipment consist of the following categories: 

• Operational Assets – these include land, buildings, improvements, motor vehicles, plant

and equipment, library books, forestry and the marina.

• Restricted Assets – restricted assets are land, buildings and improvements, which are

owned by Council but which benefit or service the community.

• Heritage Assets – Heritage Assets – include museum artefacts, collections and historical

buildings and monuments.

• Infrastructure Assets – infrastructure assets are the fixed utility systems owned by

Council. These include the roading, water, sewer and stormwater networks.

Revaluation 
All asset classes are carried at depreciated historical cost with the exception of infrastructure assets 

(apart from land under roads and operational and restricted land classes). These are re-valued with 

sufficient regularity to ensure that their carrying amount does not differ materially from fair value. 

The carrying values of revalued assets are assessed annually to ensure that they do not differ 

materially from the assets’ fair values. If there is a material difference then those asset classes are 

revalued. 

Revaluations of property, plant and equipment are accounted for on a class of asset basis. The net 

revaluation results are credited or debited to other comprehensive revenue or expense and are 

accumulated to an asset revaluation reserve in equity for that class of asset. Where this would result in 

a debit balance in the asset revaluation reserve, this balance is not recognised in other comprehensive 

revenue and expense but is recognised in the surplus or deficit. Any subsequent increase on 

revaluation that reverses a previous decrease in value recognised in the surplus or deficit will be 

recognised first in the surplus or deficit up to the amount previously expensed and then recognised in 

other comprehensive revenue and expense.  
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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 the 

Council and Group and the cost of the item can be measured reliably. Work in progress is measured at 

cost less impairment and is not depreciated.  

New Council assets that are added between valuations are recorded at cost except when acquired 

through a non-exchange transaction. Where an asset is acquired through a non-exchange transaction, 

such as vested assets, it is recognised at fair value as at the date of acquisition. Vested assets are 

infrastructural assets such as roads, sewers and water mains, paid for by subdividers and vested in the 

City on completion of the subdivision. The fair value is based on the actual quantities of infrastructure 

components and the current “in the ground” cost of providing identical services. 

Disposals 
Gains and losses on disposals are determined by comparing the disposal proceeds with the carrying 

amount of the asset. Gains and losses on disposals are reported net in the surplus or deficit. When re-

valued assets are sold or otherwise disposed of, the amounts included in asset revaluation reserves in 

respect of those assets are transferred to accumulated funds. 

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 Council and the cost of the 

item can be measured reliably. 

Depreciation 
Depreciation has been provided on a straight line basis on all fixed assets, other than forestry, 

heritage, operational land, restricted land, land under roads and the marina basin at rates that will 

write off the cost or valuation of the assets to their estimated residual values over their useful lives. 

Assets depreciable lives are as follows: 

A2558353

6



A2558353 

IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT AND 
INTANGIBLE ASSETS
Property, plant and equipment and intangible assets subsequently measured at cost 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. 

If an asset’s carrying amount exceeds its recoverable amount, the asset is regarded as impaired, and 

the carrying amount is written down to the recoverable amount. The total impairment loss is 

recognised in the surplus or deficit. The reversal of an impairment loss is recognised in the surplus or 

deficit. 

OTHER FIXED ASSETS INCLUDING BIOLOGICAL ASSETS, 
INTANGIBLE ASSETS, INVESTMENT PROPERTY, AND WORK IN 
PROGRESS 

Biological assets 
Forestry assets are valued annually at fair value less estimated costs to sell for one growth cycle. The 

valuation methodology adopted is net present value based on the age and condition of the trees. The 

valuation was undertaken by PF Olsen on 30 June 2017. Changes in the valuation of the forestry assets 

are recognised in the surplus or deficit.  

Forestry maintenance costs are recognised in the surplus or deficit when incurred. 

Intangible assets 
Software acquisition and development 
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Acquired computer software licences are capitalised on the basis of the costs incurred to acquire and 

bring to use the specific software.  

Costs that are directly associated with the development of software for internal use by Council are 

recognised as an intangible asset. Direct costs include the software development employee costs and 

an appropriate portion of relevant overheads. 

Staff training costs are recognised as an expense when incurred. Costs associated with maintaining 

computer software are recognised as an expense when incurred.  

Costs associated with maintaining computer software are recognised as an expense when incurred. 

Amortisation 

The carrying value of an intangible asset with a finite life is amortised on a straight-line basis over its 

useful life. Amortisation begins when the asset is available for use and ceases at the date that the 

asset is derecognised. 

The amortisation charge for each period is recognised in the surplus or deficit. The useful lives and 

associated amortisation rates of major classes of intangible assets have been estimated as follows: 

Inventory 
Inventories are valued at cost or net realisable value, whichever is lower. For the purposes of arriving 

at the cost, the weighted average cost method is used.  

Work in progress 
Profits on contracts are recognised progressively over the period of each contract. The contract amount 

included in the surplus or deficit, and the value of work in progress, are established by assessment of 

individual contracts taking into account the proportion of work completed, cost analysis and estimated 

final results. When it is intended at the inception of the contract that contract costs are to be fully 

recovered from the parties to that contract, foreseeable losses on contracts are recognised 

immediately. 

Investment property 
Investment property is valued initially at its cost, including transaction costs.  

Council’s investment property is valued annually at fair value as at 30 June. Investment properties 

were valued based on open market evidence. The latest valuation was performed by Telfer Young 

(Nelson) Limited and changes in valuation are recognised in the surplus or deficit. 

Other financial assets  
Financial assets are initially recognised at fair value plus transaction costs unless they are carried at 

fair value through surplus or deficit in which case the transaction costs are recognised in the surplus or 

deficit. 

Purchases and sales of financial assets are recognised on trade date, the date on which the Council and 

group 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 been transferred and the Council and 

group has transferred substantially all the risks and rewards of ownership. 

For the purposes of measurement, financial assets of the Council and group are classified into the 

following categories: 

• fair value through surplus or deficit

• loans and receivables

• held to maturity investments

• fair value through other comprehensive revenue and expense

The classification of financial assets depends on the purpose for which the instrument was acquired. 

Financial assets at fair value through surplus or deficit 

Financial assets at fair value through surplus or deficit include financial assets held for trading. A 

financial asset is classified in this category if acquired principally for the purpose of selling in the short 

term or it is part of a portfolio of identified financial instruments that are managed together and for 

which there is evidence of short term profit taking. 
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Derivatives are also classified as held for trading unless they are designated into a hedge accounting 

relationship for which hedge accounting is applied. 

Financial assets acquired principally for the purpose of selling in the short term or part of a portfolio 

classified as held for trading are classified as a current asset. 

The current/non-current classification of derivatives is explained in the derivatives accounting policy. 

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 

not quoted in an active market. They are included in current assets, except for maturities greater than 

twelve months after the balance date, which are included in non-current assets. 

Trade and other receivables are initially measured at fair value, subsequently measured at amortised 

cost using the effective interest method less any provision for impairment and are stated at expected 

realisable value after providing for doubtful and uncollectable debts. Any accounts considered to be 

unrecoverable are written off at year end. 

Loans made to community organisations if at nil or below market interest rates are initially recognised 

at the present value of their expected future cash flows, discounted at the current market rate of 

return for a similar financial instrument. The difference between the current value and the face value of 

the expected future cash flows of the loan is recognised in the surplus or deficit. The loans are 

subsequently measured at amortised cost using the effective interest method. 

Held to maturity investments 

Held to maturity investments are non-derivative financial assets with fixed or determinable payments 

and fixed maturities and there is the positive intention and ability to hold to maturity. They are 

included in current assets, except for maturities greater than twelve months after balance date, which 

are included in noncurrent assets. 

With the exception of shares in the Local Government Insurance Corporation, which are recorded at 

their net asset value, investments other than in associated entities are measured after initial 

recognition at amortised cost, using the effective interest method, less impairment. Gains or losses 

when the asset is impaired or derecognised are recognised in surplus or deficit. 

Financial Assets at fair value through other comprehensive revenue and expense 

Financial assets at fair value through other comprehensive revenue and expense are those that are 

designated into the category at initial recognition or are not classified into any of the other categories 

above. They are included in non-current assets unless management intends to dispose of, or realise, 

the investment within twelve months of balance date. The Council and group may include in this 

category: 

• investments that it intends to hold long term, but which may be realised before maturity; and

• shareholdings that it holds for strategic purposes.

After initial recognition, these investments are measured at their fair value, with gains and losses 

recognised in other comprehensive revenue and expense, except for impairment losses, which are 

recognised in the surplus or deficit. 

On de-recognition, the cumulative gain or loss previously recognised in other comprehensive revenue 

and expense is reclassified from equity to the surplus or deficit. 

Impairment of financial assets 
At each balance sheet date Council 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 surplus or 

deficit. 

Impairment of a loan or a receivable is established when there is objective evidence that Council will 

not be able to collect amounts due according to the original terms. Significant financial difficulties of 

the debtor/issuer, probability that the debtor/issuer will enter into bankruptcy, receivership, or 

liquidation and default in payments are considered indicators that the asset is impaired. The amount of 

the impairment is the difference between the asset’s carrying amount and the present value of 

estimated future cash flows, discounted using the original effective interest rate. For debtors and other 

receivables, the carrying amount of the asset is reduced through the use of an allowance account, and 

the amount of the loss is recognised in the surplus or deficit. When the receivable is uncollectable, it is 

written off against the allowance account. 
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Overdue receivables that have been renegotiated are reclassified as current (i.e. not past due). For 

term deposits, local authority stock, government stock and community loans, impairment losses are 

recognised directly against the instruments carrying amount.  

Impairment of term deposits, local authority, government stock and related party and community 

loans is established when there is objective evidence that the Council will not be able to collect 

amounts due according to the original terms of the instruments. Significant financial difficulties of the 

issuer, probability the issuer will enter into bankruptcy, and default in payments are considered 

indicators that the instrument is impaired. 

Financial assets at fair value through other comprehensive revenue and expense 

For equity investments, a significant or prolonged decline in the fair value of the investment below its 

cost is considered objective evidence of impairment.  

For debt investments, significant financial difficulties of the debtor, probability that the debtor will enter 

into bankruptcy, and default in payments are objective indicators that the asset is impaired. 

If impairment evidence exists for investments at fair value through other comprehensive revenue and 

expense, the cumulative loss (measured as the difference between the acquisition cost and the current 

fair value, less any impairment loss on that financial asset previously recognised in the surplus or 

deficit) recognised in other comprehensive revenue and expense is reclassified from equity to the 

surplus or deficit. 

Equity instrument impairment losses recognised in the surplus or deficit are not reversed through 

surplus or deficit. 

Equity instrument impairment losses recognised in the surplus or deficit are not reversed through the 

surplus or deficit. 

If in a subsequent period the fair value of a debt instrument increases and the increase can be 

objectively related to an event occurring after the impairment loss was recognised, the impairment loss 

is reversed in the surplus or deficit. 

BORROWINGS 
Borrowings are initially recognised at their face value plus transaction costs. After initial recognition, all 

borrowings are measured at amortised cost using the effective interest method. 

Borrowings are classified as current liabilities unless the Council or group has an unconditional right to 

defer settlement of the liability for at least twelve months after balance date. 

CREDITORS AND OTHER PAYABLES 
Short term creditors and other payables are recorded at their face value. 

EMPLOYEE ENTITLEMENTS 
Provision is made in respect of the Council’s liability for annual leave, long service leave and retirement 

gratuities. Provision has been made for annual leave due and retirement gratuities calculated on an 

actual entitlement basis at current rates of pay. The provision for long service leave is based on an 

actuarial calculation at balance date. 

SUPERANNUATION SCHEMES 
Defined contribution schemes 
Obligations for contributions to KiwiSaver are accounted for as defined contribution superannuation 

schemes and are recognised as an expense in the surplus or deficit when incurred. 

PROVISIONS 
The Regional Landfill Business Unit (a joint activity with Tasman District Council) has a legal obligation 

to provide ongoing maintenance and monitoring services at landfill sites after closure. This provision is 

calculated on the basis of discounting closure and post-closure costs into present day values. The 

calculation assumes no change in resource consent conditions for closure and post-closure treatment. 

Nelson City Council has consolidated its 50% share of this provision. 

INCOME TAX 
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Income tax expense comprises both current tax and deferred tax, and is calculated using tax rates that 

have been enacted or substantively enacted by balance date. Current tax is the amount of income tax 

payable based on the taxable profit for the current year plus any adjustments to income tax payable in 

respect of prior years. 

Deferred tax is the amount of income tax payable or recoverable in future periods in respect of 

temporary differences and unused tax losses. Temporary differences are differences between the 

carrying amount of assets and liabilities in the financial statements and the corresponding tax bases 

used in the computation of taxable profit.  

The measurement of deferred tax reflects the tax consequences that would follow from the manner in 

which the entity expects to recover or settle the carrying amount of its assets and liabilities.  

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax 

assets are recognised to the extent that it is probable that taxable profits will be available against 

which the deductible temporary differences or tax losses can be utilised.  

Deferred tax is not recognised if the temporary difference arises from the initial recognition of goodwill 

or from the initial recognition of an asset and liability in a transaction that is not a business 

combination, and at the time of transaction, affects neither accounting profit nor taxable profit. 

Deferred tax is recognised on taxable temporary differences arising on investments in subsidiaries and 

associates, and interests in joint ventures, except where the company can control the reversal of the 

temporary difference and it is probable that the temporary difference will not reverse in the 

foreseeable future.  

Current tax and deferred tax is charged or credited to the surplus or deficit, except when it relates to 

items charged or credited directly to equity, in which case the tax is dealt with in equity. 

GOODS AND SERVICES TAX (GST) 
All items in the financial statements are stated exclusive of GST except for debtors and creditors which 

are presented on a GST inclusive basis. Where GST is not recoverable as an input tax, it is recognised 

as part of the related asset or expense. 

The net amount of GST recoverable from, or payable to, the 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. 

COST ALLOCATION 
The cost of service for each significant activity of the Council has been derived using the cost allocation 

system outlined below. 

Direct costs are those costs directly attributable to a significant activity. Indirect costs are those costs 

that 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. 

EQUITY 
Equity is the community’s interest in Council and is measured as the difference between total assets 

and total liabilities. Equity is disaggregated and classified into the following components: 

• accumulated funds

• restricted reserves

• Council created reserves

• property revaluation reserves

RESERVES 
Reserves are a component of equity generally representing a particular use to which various parts of 

equity have been assigned. Reserves may be: 

Restricted reserves 
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Restricted reserves are those subject to specific conditions accepted as binding by Council, and which 

may not be revised by Council without reference to the courts  or a third party. Transfer from these 

reserves may be made only for certain specified purposes or if certain specified conditions are met. 

Council created reserves 
Part of the accumulated balance established at the will of Council. Council may alter them without 

reference to any third party or the Courts. Transfers to and from these reserves are at the discretion of 

Council. 

Revaluation reserves 
The results of revaluing land, infrastructural assets 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 for 

any class of asset, this is expensed in the surplus or deficit. To the extent that increases in value offset 

previous decreases debited to the surplus or deficit, the increase is credited to the surplus or deficit.

STATEMENT OF CASHFLOWS 
Cash means cash balances on hand, held in bank accounts, demand deposits and other highly liquid 

investments in which Council or group invests as part of its day-to-day cash management. 

Operating activities include cash received from all income sources of the group and record the cash 

payments made of the supply of goods and services. Investing activities are those activities relating to 

the acquisition and disposal of non-current assets. Financing activities comprise activities that change 

the equity and debt capital structure of Council and group. 

CHANGES IN ACCOUNTING POLICIES 
There are no standards, amendments, and interpretations that are not yet effective and have not been 

early adopted that are relevant to Council. 

CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS 
In preparing this forecast information Council has made estimates and assumptions concerning the 

future. These estimates and assumptions may differ from the subsequent actual results. Estimates and 

assumptions are continually evaluated and are based on historical experience and other factors, 

including expectations or future events that are believed to be reasonable under the circumstances. 

The estimates and 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 after care costs 
The Regional Landfill Business Unit (a joint activity with Tasman District Council) has a legal obligation 

to provide ongoing maintenance and monitoring services at the landfill site after closure. 

The landfill post closure provision is recognised in accordance with New Zealand PBE IPSAS 19 

Provisions, Contingent Liabilities and Contingent Assets. This provision is calculated on the basis of 

discounting closure and post closure costs into present day value.  

The calculations assume no change in the legislative requirements for closure and post closure 

treatment. 

. Nelson City Council has consolidated its 50% share of this provision. 

Infrastructural assets 
There are a number of assumptions and estimates used when performing depreciated replacement cost 

(DRC) valuations over infrastructural assets. These include: 

• the physical deterioration and condition of an asset, for example Council could be carrying an asset

at an amount that does not reflect its actual condition. This is particularly so for those assets that 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
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• 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 Council could be over or under estimating the annual deprecation charge recognised as an 

expense in the Statement of Comprehensive Revenue and Expense. To minimise this risk Council’s 

infrastructural asset useful lives have been determined with reference to the New Zealand 

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 

Council’s asset management planning activities, which gives Council further assurance over its useful 

life estimates. 

• Experienced independent valuers perform Council’s infrastructural asset revaluations.
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STATEMENT OF COMPREHENSIVE REVENUE AND EXPENSE
1 2 3 4 5 6 7 8 9 10

Annual Plan 
2020/21

Long-term 
Plan 2021/22

Long-term 
Plan 2022/23

Long-term 
Plan 2023/24

Long-term 
Plan 2024/25

Long-term 
Plan 2025/26

Long-term 
Plan 2026/27

Long-term 
Plan 2027/28

Long-term 
Plan 2028/29

Long-term 
Plan 2029/30

Long-term 
Plan 2030/31

($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000)

Revenue
Rates other than metered water, net of remissions 68,640 73,694 78,197 82,713 87,363 92,591 97,873 103,634 109,858 116,504 123,422
Subsidies and grants 15,149 19,026 14,875 12,496 15,669 15,285 18,929 17,268 15,984 15,933 18,531
Fees and charges including metered water 28,425 39,215 42,141 41,638 41,640 47,642 44,520 46,175 48,091 50,272 53,076
Other Revenue 17,553 14,390 14,999 16,390 16,935 17,613 17,754 18,401 18,951 19,277 19,729
Interest received 2 1 1 1 1 1 1 1 1 1 1
Other gains/losses 30 (4,010) 1,128 1,106 1,086 0 0 0 0 0 0
Total Revenue 129,799 142,315 151,340 154,344 162,692 173,131 179,076 185,477 192,883 201,986 214,758

Expenses
Personnel costs 22,932 26,155 27,529 28,195 28,939 29,489 30,068 30,729 31,444 32,160 32,904
Finance costs 3,011 3,054 3,753 4,535 5,523 6,574 7,458 8,173 8,816 9,196 9,543
Depreciation and amortisation 27,364 31,194 32,776 34,225 35,871 37,733 39,360 40,927 42,550 44,250 46,123
Other expenses 69,549 76,311 80,530 78,555 78,943 85,463 86,384 88,101 90,760 95,039 102,348
Total Expenses 122,856 136,714 144,588 145,509 149,275 159,259 163,271 167,930 173,571 180,645 190,917

Net Surplus/(Deficit) before Taxation 6,942 5,601 6,752 8,835 13,417 13,872 15,805 17,547 19,312 21,341 23,841
Taxation 0 0 0 0 0 0 0 0 0 0 0
Net Surplus/(Deficit) 6,942 5,601 6,752 8,835 13,417 13,872 15,805 17,547 19,312 21,341 23,841

Increase in asset revaluation reserves 20,153 38,277 36,114 27,801 28,940 49,549 31,432 35,472 61,944 40,221 38,947

Total Other Comprehensive Revenue and Expense 20,153 38,277 36,114 27,801 28,940 49,549 31,432 35,472 61,944 40,221 38,947

Total Comprehensive Revenue and Expense 27,095 43,877 42,866 36,636 42,358 63,421 47,237 53,020 81,256 61,562 62,789
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STATEMENT OF CHANGES IN NET ASSETS/EQUITY
1 2 3 4 5 6 7 8 9 10

Annual Plan 
2020/21

Long-term 
Plan 

2021/22

Long-term 
Plan 

2022/23

Long-term 
Plan 

2023/24

Long-term 
Plan 

2024/25

Long-term 
Plan 

2025/26

Long-term 
Plan 

2026/27

Long-term 
Plan 

2027/28

Long-term 
Plan 

2028/29

Long-term 
Plan 

2029/30

Long-term 
Plan 

2030/31
($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000)

Equity at  beginning of  year 1,544,305 1,656,385 1,700,262 1,743,128 1,779,764 1,822,122 1,885,543 1,932,780 1,985,800 2,067,056 2,128,618

Total comprehensive revenue and expense 27,095 43,877 42,866 36,636 42,358 63,421 47,237 53,020 81,256 61,562 62,789

Equity at end of year 1,571,400 1,700,262 1,743,128 1,779,764 1,822,122 1,885,543 1,932,780 1,985,800 2,067,056 2,128,618 2,191,407

The 2021/22 Long-term Plan equity at the beginning of the year is based on 2019/20 Annual Report closing balance plus a forecast for 2020/21, and therefore is not equal to 2020/21 Annual Plan 
equity at end of year.
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STATEMENT OF FINANCIAL POSITION

Annual Plan 
2020/21

Long-term 
Plan 

2021/22

Long-term 
Plan 

2022/23

Long-term 
Plan 

2023/24

Long-term 
Plan 

2024/25

Long-term 
Plan 

2025/26

Long-term 
Plan 

2026/27

Long-term 
Plan 

2027/28

Long-term 
Plan 

2028/29

Long-term 
Plan 

2029/30

Long-term 
Plan 

2030/31
($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000) ($000)

Current Assets
Cash and cash equivalents 5,056 6,459 5,783 8,257 7,631 7,010 6,376 5,724 5,052 4,378 1,179
Inventories 0 0 0 0 0 0 0 0 0 0 0
Trade and other receivables 15,659 12,655 13,532 14,896 16,154 17,799 19,024 20,365 21,769 23,333 25,623
Other financial assets 2,981 1,035 1,035 1,035 1,035 960 935 935 935 935 935
Taxation 0 0 0 0 0 0 0 0 0 0 0
Derivative financial instruments 0 0 0 0 0 0 0 0 0 0 0
Total Current Assets 23,696 20,150 20,350 24,188 24,820 25,770 26,335 27,024 27,756 28,646 27,737

Non Current Assets
Trade and other receivables 0 0 0 0 0 0 0 0 0 0 0
Investments accounted for using the equity method 36,663 36,803 36,803 36,803 36,803 36,803 36,803 36,803 36,803 36,803 36,803
Investment in subsidiaries 8,200 8,200 8,200 8,200 8,200 8,200 8,200 8,200 8,200 8,200 8,200
Investment properties 1,234 955 955 955 955 955 955 955 955 955 955
Other financial assets 3,724 5,270 5,952 6,634 7,316 7,573 7,980 8,262 8,419 8,451 8,483
Intangible assets 2,897 3,579 3,579 3,579 3,579 3,579 3,579 3,579 3,579 3,579 3,579
Biological assets 4,411 6,359 5,502 5,150 5,012 4,366 4,366 4,366 4,366 4,366 4,205
Property, plant, and equipment* 1,644,992 1,789,584 1,866,044 1,931,741 2,006,456 2,083,691 2,149,509 2,216,177 2,307,110 2,373,561 2,441,321
Derivative financial instruments 0 0 0 0 0 0 0 0 0 0 0
Total Non Current Assets 1,702,121 1,850,750 1,927,035 1,993,062 2,068,322 2,145,168 2,211,393 2,278,343 2,369,432 2,435,916 2,503,546

Total Assets 1,725,816 1,870,900 1,947,385 2,017,250 2,093,142 2,170,937 2,237,728 2,305,367 2,397,188 2,464,561 2,531,283

Current Liabilities
Bank overdraft 0 0 0 0 0 0 0 0 0 0 0
Trade and other payables 17,272 21,726 21,211 20,696 20,182 19,667 19,153 18,638 18,123 17,609 17,094
Employee benefit liabilities 148 2,363 2,363 2,363 2,363 2,363 2,363 2,363 2,363 2,363 2,363
Provisions 2,478 0 0 0 0 0 0 0 0 0 0
Taxation payable 0 0 0 0 0 0 0 0 0 0 0
Current portion of borrowings 5,592 30,850 30,850 30,850 30,850 30,850 30,850 30,850 30,850 30,850 30,850
Derivative financial instruments 290 997 975 954 933 933 933 933 933 933 933
Total Current Liabilities 25,779 55,935 55,399 54,863 54,328 53,813 53,299 52,784 52,269 51,755 51,240

Non Current Liabilities
Trade and other payables 572 862 862 862 862 862 862 862 862 862 862
Provisions 2,480 4,242 4,635 4,635 4,635 4,635 5,252 5,541 5,966 5,966 5,966
Employee benefit liabilities 197 163 163 163 163 163 163 163 163 163 163
Derivative financial instruments 10,273 16,458 15,351 14,266 13,201 13,201 13,201 13,201 13,201 13,201 13,201
Non-current portion of borrowings 115,115 92,976 127,845 162,694 197,829 212,718 232,169 247,014 257,668 263,994 268,442
Total Non-Current Liabilities 128,637 114,702 148,857 182,621 216,691 231,580 251,648 266,781 277,860 284,186 288,634

Total Liabilities 154,416 170,637 204,256 237,484 271,019 285,393 304,946 319,565 330,130 335,941 339,874

Net Assets 1,571,399 1,700,263 1,743,129 1,779,765 1,822,123 1,885,544 1,932,782 1,985,802 2,067,059 2,128,620 2,191,408

Ratepayer's Equity
Accumulated comprehensive revenue and expense 554,284 460,249 467,786 474,941 486,875 498,937 514,916 531,874 551,270 572,406 596,001
Other reserves 1,017,116 1,240,013 1,275,343 1,304,824 1,335,248 1,386,606 1,417,866 1,453,928 1,515,789 1,556,214 1,595,408
Total Ratepayer's Equity 1,571,400 1,700,263 1,743,129 1,779,765 1,822,123 1,885,544 1,932,782 1,985,802 2,067,059 2,128,620 2,191,408

Opening balances for 2021/22 budget have been derived from 2019/20 Annual Report closing balances plus a forecast for 2020/21, as this represents a more recent and accurate assessment than the 
2020/21 Annual Plan closing balances.
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CASH FLOW STATEMENT
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Financial Reserves Estimates

 Name  Activity  Purpose 
 Projected 
Balance 
July 2021 

 Deposits Withdrawals  Balance 
June 2031 

$ $ $ $ 
Nelson Institute Funds Nelson Library Bequest to Nelson Institute 8,936         410         9,346        

L C Voller Bequest (ETL) Nelson Library Youth Section of Elma Turner 
Library 24,551        1,127        25,678        

Nelson 2000 Trust Esplanade Reserves Wakefield Quay Development 164,607      164,607      

Insurance Reserve Investment 
Management To fund Insurance claim excess 734,907      1,597,807 2,332,714   

Health & Safety Reserve Admin and Meeting 
Support OSH Compliance 31,687        1,455        33,142        

Roading Contributions Roading Financial Contribution for capital 
works 117,486      117,486      

Walker bequest Parks 10,069       462         10,531      
Dog Control Reserve Dog Control Self funded activity balance (243,775)     23,400    (220,375)   

Sport & Rec Grants Reserve Physical Activity 
Fund

Ex Hillary Commission fund for 
Sport and Recreation 8,203          420           8,623          

Art Council Loan Fund Physical Activity 
Fund Ex Sport & Rec Grants 10,000        10,000        

Events Contestable Fund Reserve Economic 
Development

Unspent allocation held for 
eligible events (108,669)     (108,669)     

Housing Reserve Community Housing Self funded activity balance 12,502,539 573,999  13,076,538
Founders Park Reserve Founders Founders development 1,466         165,877  167,343    
Forestry Fund Forestry Self funded activity balance 1,397,495   (1,165,457) 232,038    

Landfill Solid Waste Share of development of new 
landfill when required 4,570,933   209,854    4,780,787   

Solid Waste Solid Waste Self funded activity balance 1,096,597   28,638    1,125,235 

A2587855 12/03/2021
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NELSON CITY COUNCIL
Report on Financial Prudence
Long-term plan disclosure statement for the period commencing 1 July 2021

What is the purpose of this statement?

Rates affordability benchmark

The council meets the rates affordability benchmark if – 
 Its planned rates income equals or is less than each quantified limit on rates; and
 Its planned rates increases equal or are less than each quantified limit on rates increases.

The purpose of this statement is to disclose the council's planned financial 
performance in relation to various benchmarks to enable the assessment of 
whether the council is prudently managing its revenues, expenses, assets, 
liabilities, and general financial dealings.

The council is required to include this statement in its long-term plan in 
accordance with the Local Government (Financial Reporting and Prudence) 
Regulations 2014 (the regulations). Refer to the regulations for more 
information, including definitions of some of the terms used in this statement.

LTP 2021‐31 ‐ Draft ‐ Financial Prudence (A2575019)Prudence 12/03/2021

A2558353

19



Rates (increases) affordability

Balanced budget benchmark

Benchmark met Benchmark not met

The following graph compares the council's planned rates increases with a quantified limit on rates 
increases included in the financial strategy included in this long-term plan (LTP). The quantified limit 
is the local government cost index plus 2.5% for each year of the LTP.

Quantified 
limit on 
rates 

Actual rates 
increase at or 
within limit

Actual 
rates 
increase 

The following graph displays the council's planned revenue (excluding development contributions,
financial contributions, vested assets, gains on derivative financial instruments, and revaluations of 
property, plant or equipment) as a proportion of planned operating expenses (excluding losses on 
derivative financial instruments and revaluations of property, plant, or equipment).       

The council meets this benchmark if its planned revenue equals or is greater than its planned 
operating expenses.
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Debt affordability benchmark

Essential services benchmark

Benchmark met Benchmark not met

The council meets the debt affordability benchmark if its planned borrowing is within each quantified 
limit on borrowing.

The following graph compares the council's planned debt with a quantified limit on borrowing 
contained in the financial strategy included in this long-term plan. The quantified limit is that net 
external borrowings are not to exceed 175% of revenue. Net external borrowings are defined as 
external debt and overdraft less cash balances, term deposits and borrower notes.

The following graph displays the council's planned capital expenditure on network services as a 
proportion of expected depreciation on network services. The council meets this benchmark if its 
planned capital expenditure on network services equals or is greater than  expected depreciation on 
network services.
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Debt servicing benchmark

Benchmark met Benchmark not met

The following graph displays the council's planned borrowing costs as a proportion of planned revenue 
(excluding development contributions, financial contributions, vested assets, gains on derivative 
financial instruments, and revaluations of property, plant, or equipment).

A local authority meets the debt servicing benchmark for a year if its borrowing costs for the year 
equal or are less than 10% of its revenue (excluding development contributions, financial 
contributions, vested assets, gains on derivative financial instruments, and revaluations of 
property, plant, or equipment) for the year.
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