Matters relating to the electronic presentation of the audited financial
statements, performance information and the other requirements

This audit report relates to the financial statements, performance information and
the other requirements of Central Otago District Council for the year ended 30
June 2007 included on Central Otago District Council’s web site. The Council of
Central Otago District Council is responsible for the maintenance and integrity of
Central Otago District Council’'s web site. We have not been engaged to report
on the integrity of the Central Otago District Council’s web site. We accept no
responsibility for any changes that may have occurred to the financial
statements, performance information and the other requirements since they were
initially presented on the web site.

The audit report refers only to the financial statements, performance information
and the other requirements named above. It does not provide an opinion on any
other information which may have been hyperlinked to/from these financial
statements, performance information and the other requirements. If readers of
this report are concerned with the inherent risks arising from electronic data
communication, they should refer to the published hard copy of the audited
financial statements, performance information and the other requirements as
well as the related audit report dated 19 December 2007 to confirm the
information included in the audited financial statements, performance information
and the other requirements presented on this web site.

Legislation in New Zealand governing the preparation and dissemination
of financial information may differ from legislation in other jurisdictions.



STATEMENT OF COMPLIANCE AND RESPONSIBILITY

Compliance

Council and management of the Central Otago District Council confirm that all the
statutory requirements of the Local Government Act 2002 (the Act) in relation to the
annual report have been complied with, with the exception of not adopting the Annual
Report by 31 October 2007 as required by S98(3) of the Act.

Responsibility

The Council and management of the Central Otago District Council accept
responsibility for the preparation of the annual Financial Statements and the
judgements used in them.

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

In the opinion of the Council and management of the Central Otago District Council, the
annual Financial Statements for the year ended 30 June 2007 fairly reflect the financial
position of the operations of the Central Otago District Council.

M Macpherson J G Cooney
Mayor Chief Executive Officer
19/12/07 19/12/07
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Actual
2005/06
$000's

12,581
3,001
1,004

5
1,076
2,877
1,091
2,602

11,165

126

35,528

3,879
6,867

12,372

23,121

12,407

CENTRAL OTAGO DISTRICT COUNCIL

STATEMENT OF FINANCIAL PERFORMANCE

FOR THE YEAR ENDED 30 JUNE 2007

REVENUE Note

Rates

Government grants and subsidies
Interest

Dividends

Regulatory fees

User fees and other income
Contributions for capital purposes
Profit on Sale of Assets

Vested Assets 1
Unrealised gain on development land
Valuation gains 23

Total Revenue

EXPENDITURE

Employee benefit expenses 17
Depreciation and amortisation 9,10
Finance costs

Valuation losses 23
Other expenses 18

Total Expenditure

NET SURPLUS (DEFICIT)

Actual Estimate
2006/07 2006/07
000's $ 000's
14,148 14,096
3,845 3,631
1,056 687
- 4
1,362 1,093
3,500 2,780
1,710 4,487
874 0
1,885 930
0 0
115 0
28,495 27,608
4,422 3,965
6,721 6,727
0 36
78 -
13,630 11,915
24,851 22,643
3,644 4,965

The accompanying Notes and Policies form an integral part of and are to be read in conjunction with these statements.
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CENTRAL OTAGO DISTRICT COUNCIL

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2007

Actual Actual Estimate

2005/06 2006/07 2006/07

$000's Note  $000's  $000's
PUBLIC EQUITY

403,809 Opening balance 1 July 443,292 413,163

12,407 Net surplus (deficit) 3,644 4,965

9 Revaluation of share equities 11 0

0 Revaluation of roads 40,452 0

0 Revaluation of bridges 274 0

14,437 Revaluation of water services 1,108 0

9,645 Revaluation of wastewater services (624) 0

2,985 Revaluation of stormwater services 1,059 0

0 Revaluation of investment bonds (20) 0

39,483 Total recognised revenue and expenses 45,904 4,965

443,292 Closing balance 30 June 2 489,196 418,128

The accompanying Notes and Policies form part of and are to read in conjunction with these statements.
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CENTRAL OTAGO DISTRICT COUNCIL

BALANCE SHEET
AS AT 30 JUNE 2007

Actual Actual Estimate
2005/06 2006/07 2006/07
$000's PUBLIC EQUITY Note $000's  $000's
316,633 Ratepayers Equity 2 320,274 318,002
126,615 Revaluation Reserves 2 168,875 100,079
44  Trust and Bequest Funds 2 47 47
443,292 489,196 418,128

REPRESENTED BY:
CURRENT ASSETS

1,811  Cash and Cash Equivalents 3 2,166 2,180
9,048 Available for Sale Financial Assets 7 8,070 3,959
2,269 Trade and Other Receivables 4 2,706 1,610
118 Inventory 118 1,863
13,246 13,060 9,612
LESS CURRENT LIABILITIES
211 Agency and Deposits 251 401
3,170  Trade and Other Payables 5 4,139 3,036
Provisions for Other Liabilities 17
0 Current Portion of Term Loans 6 0 0
3,381 4,390 3,454
9,865 WORKING CAPITAL 8,670 6,158
NON-CURRENT ASSETS
2,622  Available for Sale Financial Assets 7 2,094 3,726
834 Loans and Receivables 8 924 712
427,441  Property, Plant and Equipment 9 474,905 405,257
264  Intangible Assets 10 282 131
830 Biological Assets 11 791 794
1,685  Investment Property 12 1,660 1,481
433,576 480,656 412,101
LESS NON-CURRENT LIABILITIES
0 Term Loans 6 0 0
149  Landfill Aftercare Provision 14 130 131
149 130 131
433,427 480,526 411,970
443,292 NET ASSETS 489,196 418,128

The accompanying Notes and Policies form an integral part of and are to be read in conjunction with these statements.
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Actual
2005/06
$000's
22,421
1,017
5

2,600
26,043

17,776
4

59
17,839

8,204

8,196
2,174

10,370
(10,370)

56

(56)

(2,222)

4,033

1,811

CENTRAL OTAGO DISTRICT COUNCIL

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 30 JUNE 2007

Cash flows from operating activities
Cash was provided from:
Receipts from rates, fees and other revenue
Interest received
Dividends
Net GST
Sale of property, plant and equipment

Cash was applied to:
Payments to suppliers and employees
Interest paid
Net GST

Net cash inflow (outflow) from operating activities (Note 3)

Cash flows from investing activities
Cash was provided from:
Withdrawal of investments

Cash was applied fo:
Purchase of property, plant and equipment
Purchase of intangibles
Purchase of investments
Investment in loans and receivables

Net cash inflow (outflow) from investing activities

Cash flows from financing activities
Cash was provided from:
Loans raised

Cash was applied to:
Loans repaid

Net cash inflow (outflow) from financing activities
Net increase (decrease) in cash and cash equivalents held

Plus cash and cash equivalents at start of year
(1 July)

Balance of cash and cash equivalents at end of
year (30 June)

Actual Estimate

* comprising: cash and cash equivalent
available for sale financial assets

2006/07 2006/07
$000's $000's
24,628 26,302

1,049 688
0 4
104
962 6,310
26,743 33,304
18,207 16,251
0
0
18,207 16,251
8,536 17,053
1,506 50
1,506 50
9,496 19,487
101
0 1,000
90
9,687 20,487
(8,181) (20,437)
0 0
0 0
0 0
355 (3,384)
1,811 9,523
2,166 * 6,139
2,180
3,959
6,130

The Goods and Services Tax (GST) (net) component of operating activities reflects the net GST paid and received
with the Inland Revenue Department. The GST (net) component has been presented on a net basis, as the gross
amounts do not provide meaningful information for financial statement purposes.

The accompanying Notes form an integral part of and are to read in conjunction with these statements.
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CENTRAL OTAGO DISTRICT COUNCIL

Actual
2005/06

$ 000's

189
0
0
0
0

189

1,183
1,350
2,551
5,102

564

636
636

111

1,111
3,678
14,610

31
24
2

31,559

STATEMENT OF COMMITMENTS
FOR THE YEAR ENDED 30 JUNE 2007

Capital Expenditure:-
(approved and contracted)

Building alterations

Cromwell pool

Roading and Bridging Contracts
Water Supply

Wastewater

Actual
2006/07

$ 000's

12
2,831
517
192
127

3,679

Operational Expenditure:-
Physical Services Contracts-

- 12 months

- 1-2 years
Roading Maintenance - 12 months

- 1-2 years
Engineering Services Contracts -

- 12 months
Parks Maintenance Contracts

- 12 months

, - 1-2 years

Buildings Cleaning Contract

- 12 months

Waste Management [see note under]
- 12 months
- 2-5 years
- 6-24 years
Non-cancellable operating leases
- 12 months
- 1-2 years
- 2-5 years

1,350

2,551
2,551

564

636

111

1,111
3,678
13,798

23
2
0

26,375

The commitment for Waste Management operation is based on the
1999/00 Annual Plan, extended out for the remainder of the 30 year period
of the agreement with Queenstown Lakes District Council. The agreement
is based on volumes transferred and disposed of at the landfill. The
Council has adopted a Waste Management Strategy, which has as a goal
the reduction of waste being disposed of at the landfill. The achievement
of this goal will result in lowered tonnages of waste at the landfill, which
will reduce the commitment. This reduction is not quantifiable.
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CENTRAL OTAGO DISTRICT COUNCIL
STATEMENT OF ACCOUNTING POLICIES
( for reporting periods commencing 1/7/06 )

1. Reporting entity

The Central Otago District Council (the Council) is a territorial local authority governed by the
Local Government Act 2002, and is a public benefit entity within the definition of International
Financial Reporting Standard NZ IAS 1. Its primary objective is to provide goods or services for the
community or social benefit rather than making a financial return

The Annual Report comprises the activities of the Council. The Council does not have a
significant interest in any other entities.

The financial statements of the Council are for the year ended 30 June 2007. The financial
statements were authorised for issue by Council on 19 December 2007.

2. Basis of financial statement preparation

The financial statements of the Council 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. V

This is the first set of financial statements prepared using NZ IFRS and comparatives for the year
ended 30 June 2006 have been restated to NZ IFRS accordingly. Reconciliations of equity and net
surplus for the year ended 30 June 2006 under NZ IFRS to the balances reported in the 30 June
2006 financial statements are detailed in note 29.

The accounting policies set out below have been applied consistently to all periods presented in
these financial statements and in preparing an opening NZ IFRS Balance Sheet as at 1 July 2005
for the purposes of the transition to NZ |FRS.

The financial statements are prepared under the historical cost convention, as modified by the
revaluation of:

available-for-sale financial assets,

biological assets,

certain classes of property, plant and equipment,
investment property.

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.

Estimates and underlying assumptions are regularly reviewed. Any change to estimates is
recognised in the period if the change affects only that period, or into future periods if it also affects
future periods.

3. Property, plant and equipment

The following infrastructural assets are shown at fair value, based on annual valuations by external
independent valuers.
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e Stormwater
o Water
o Wastewater

Revaluations of roads are completed on a periodic basis by external independent valuers.

Revaluations will be undertaken by independent valuers, suitably qualified in the category and
location of the assets. The valuation process shall include verification of asset registers,
application of rates representing current replacement cost or market value (if any), asset
optimisation and adjustments for asset condition and performance.

Valuations are performed with sufficient regularity to ensure revaiued assets are carried at a value
that is not materially different from fair value.

Where Council has elected to account for revaluations of property, plant and equipment on a class
of asset basis, increases in the carrying amounts arising on revaluation of a class of assets are
credited directly to equity under the heading “Revaluation Reserve”. However, the net revaluation
increase is recognised in profit or loss {o the extent it reverses a net revaluation decrease of the
same class of assets previously recognised in profit or loss.

Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying
amount of the asset and the net amount is restated to the revalued amount of the asset.

All other property, plant and equipment is stated at historical cost less depreciation. Historical cost
includes expenditure that is directly attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item will
flow to Council and the cost of the item can be measured reliably. All other repairs and
maintenance are charged to the income statement during the financial period in which they are
incurred.

Land is not depreciated. Depreciation on other assets is calculated using the straight line method to
allocate their cost or revalued amounts, net of their residual values, over their estimated useful
lives.

Assets to be depreciated include:

Operational Assets:

Buildings 50 yrs
Office equipment, furniture and fittings 3-10 yrs
Motor vehicles and plant 4-12 yrs
Library books 10 yrs
Recreation equipment 2-25 yrs

Infrastructure Assets:

Bridges 30-125 yrs
Footpaths and cycle ways 50-100 yrs
Kerb and channel 70-100 yrs
Roads - sealed 3-70 yrs
Roads — unsealed 8-17 yrs
Roads ~ land and formation Not depreciated
Sewerage plant and equipment 30-35 yrs
Sewerage reticulation networks 60-70 yrs
Stormwater networks 70 yrs
Water plant and equipment 30-35 yrs
Water reticulation networks 60-100 yrs

20




Restricted Assets are included in the asset register in the same categories as other assets of a
similar nature.

An asset’s carrying amount is written down to its recoverable amount if the asset’s carrying amount
is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount.
These are included in the income statement. When revalued assets are sold, the amounts included
in other reserves in respect of those assets are transferred to retained earnings.

Assets under construction are not depreciated. The total cost of the project is transferred to the
relevant asset when it is available for use, and then depreciated.

4. Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as held for sale and stated at the lower of
their carrying amount and fair value less costs to sell if their carrying amount will be recovered
principally through a sale transaction rather than through continuing use.

An impairment loss is recognised for any initial or subsequent write down of the asset (or disposal
group) to fair value less costs to sell. A gain is recognised for any subsequent increases in fair
value less costs to sell of an asset (or disposal group), but not in excess of any cumulative
impairment loss previously recognised. A gain or loss not previously recognised by the date of the
sale of the non-current asset (or disposal group) is recognised at the date of de-recognition.

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.

Non-current assets classified as held for sale and the assets of a disposal group classified as held
for sale are presented separately from the other assets in the balance sheet. Further, the liabilities
of a disposal group classified as held for sale are presented separately from other liabilities in the
balance sheet. Those assets and liabilities shall not be offset and presented as a single amount.

5. Intangible assets

(i) Computer software

Acquired computer software licenses are capitalised on the basis of costs incurred to acquire and
bring to use the specific software. These costs are amortised over their estimated useful lives of 3
years using the straight line method.

Costs associated with developing or maintaining computer software programmes are recognised
as an expense as incurred.

(ii) Other intangible assets

Other intangible assets that are acquired by Council are stated at cost less accumulated
amortisation (see below) and impairment losses (see Impairment policy 11).

Easements are not amortised. Branding assets are amortised over their estimated useful lives of
10 years using the straight line method.

(iii) Subsequent expenditure

Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the
future economic benefits embodied in the specific asset to which it relates, and it meets the
definition of, and recognition criteria for, an intangible asset. All other expenditure is expensed as
incurred.

(iv) Amortisation

An intangible asset with a finite useful life is amortised over the period of that life. The asset is
reviewed annually for indicators of impairment, and tested for impairment if these indicators exist.
The asset is carried at cost less accumulated amortisation and accumulated impairment losses.
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