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Notes to the financial statements for the 15 month period ended 30 June 2003 
 
STATEMENT OF ACCOUNTING POLICIES - CONTINUED 
 
c) Property, plant and equipment 
 The cost of purchased property, plant and equipment is the value of the consideration given to acquire the property, plant and equipment and the 

value of other directly attributable costs, which have been incurred in bringing the property, plant and equipment to the location and condition 
necessary for the intended service.  All feasibility costs are expensed as incurred. 

 The cost of self-constructed property, plant and equipment includes the cost of all materials used in construction, direct labour on the project, costs 
of obtaining resource management consents, financing costs that are attributable to the project and an appropriate proportion of the variable and 
fixed overheads. Costs cease to be capitalised as soon as the property, plant and equipment is ready for productive use and do not include any 
inefficiency costs. 

 Subsequent expenditure relating to an item of property, plant and equipment is added to its gross carrying amount when such expenditure either 
increases the future economic benefits beyond its existing service potential, or is necessarily incurred to enable future economic benefits to be 
obtained, and that expenditure would have been included in the initial cost of the item had the expenditure been incurred at that time.  

 Distribution systems and some land and buildings are revalued by independent experts on the basis of depreciated replacement cost, while land 
and buildings are valued by reference to market information. 

 Valuations are performed based on highest and best use in accordance with FRS 3: Accounting For Property, Plant And Equipment. If the 
estimated recoverable amount of an asset is less than its carrying amount, the asset is written down to its estimated recoverable amount and an 
impairment loss is recognised in the statement of financial performance. Estimated recoverable amount is the greater of the estimated amount 
from the asset’s future use and ultimate disposal, and its net market value. Annual impairment reviews are undertaken for all property, plant and 
equipment not subject to revaluations.  

 Revaluations of distribution systems and distribution land and buildings are carried out at least every three years.  
d) Depreciation 
 Depreciation of property, plant and equipment, other than freehold land, is calculated so as to expense the cost of the property, plant and 

equipment, or the revalued amounts, to their residual values over their useful lives as follows: 
 
 Buildings  50 – 100 years 
 Distribution Systems  15 – 100 years 
 Motor Vehicles and Mobile Equipment  20% - 33% per annum diminishing value  
 Computer and Telecommunication Equipment  3 – 40 years 

Other Plant and Equipment  4% - 60% per annum diminishing value 
e) Receivables 
 Receivables are carried at estimated realisable value after providing against debts where collection is doubtful. 
f) Income tax 
 The income tax expense recognised for the period is based on the operating surplus before taxation, adjusted for permanent differences between 

accounting and tax rules. 
 The impact of all timing differences between accounting and taxable income is recognised as a deferred tax liability or asset.  This is the 

comprehensive basis for the calculation of deferred tax under the liability method. 
 A deferred tax asset, or the effect of losses carried forward that exceed the deferred tax liability, is recognised in the financial statements only 

where there is the virtual certainty that the benefit of the timing differences, or losses, will be utilised. 
g) Inventories 
 Inventories are stated at lower of cost and net realisable value.  
h) Goods and services tax (GST) 
 The statement of financial performance and statement of cash flows have been prepared so that all components are stated exclusive of GST.  All 

items in the statement of financial position are stated net of GST, with the exception of receivables and payables, which include GST invoiced.  
i) Leased assets 

 Finance leases 
 Property, plant and equipment under finance leases are recognised as non-current assets in the statement of financial position. Leased property, 

plant and equipment are recognised initially at the lower of the present value of the minimum lease payments or their fair value. A corresponding 
liability is established and each lease payment allocated between the liability and the interest expense. Leased property, plant and equipment are 
depreciated on the same basis as equivalent property, plant equipment.  

 Operating leases 
 Operating lease payments, where the lessors effectively retain substantially all the risks and benefits of ownership of the leased property, plant 

and equipment, are included in the determination of the surplus/(deficit) in equal instalments over the lease term. 
 The cost of improvements to leasehold property are capitalised and amortised over the unexpired period of the lease or the estimated useful life of 

the improvements, whichever is the shorter. 
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Notes to the financial statements for the 15 month period ended 30 June 2003 
 
STATEMENT OF ACCOUNTING POLICIES - CONTINUED 

j) Foreign currencies 
 Transactions in foreign currencies are translated at the New Zealand rate of exchange ruling at the date of the transaction.  At balance date 

foreign monetary assets and liabilities not hedged by foreign currency derivative instruments are translated at the closing rate, and exchange 
variations arising from these translations are included in the statement of financial performance as operating items. 

 Monetary assets and liabilities in foreign currencies at balance date hedged by foreign currency derivative instruments are translated at contract 
rates.   

k) Financial instruments 
 The Group uses derivative financial instruments within predetermined policies and limits in order to reduce its exposure to fluctuations in foreign 

currency exchange rates and interest rates.  
 Derivative financial instruments that are designated as hedges of specific items are recognised on the same basis as the underlying hedged items.  
 The Group does not engage in speculative transactions or hold derivative financial instruments for trading purposes.   
 Fees incurred in raising debt finance are capitalised and amortised over the term of the debt instrument. 
l) Investments 
 Non-current investments are stated at cost. 
m) Provisions 
 Employee entitlements 
 Employee entitlements to salaries and wages, annual leave, long-term leave and other benefits are recognised when they accrue to employees. 
 The liability for employee entitlements is carried at the present value of the estimated future cash outflows. 
 Provision for claims 
 A provision for claims is recognised as a liability where the Group considers that a constructive or legal obligation to settle items under litigation 

may exist in the foreseeable future. Provision for claims are not recognised where the likelihood of a resultant liability is considered remote.  
n) Statement of Cash Flows 
 The following are the definitions of the terms used in the statement of cash flows: 

• Operating activities include all transactions and other events that are not investing or financing activities. 
• Investing activities are those activities relating to the acquisition, holding and disposal of property, plant and equipment and of investments.  

Investments can include securities not falling within the definition of cash. 
• Financing activities are those that result in changes in the size and composition of the capital structure.  This includes both equity and debt 

not falling within the definition of cash.  Dividends paid in relation to the capital structure are included in financing activities. 
• Cash is considered to be cash on hand and current accounts in banks, net of bank overdrafts, and excluding short term deposits. 

o) Discontinued operations 

Discontinued operations are clearly distinguishable activities of the Group’s business that have been sold or terminated before the earlier of three 
months after balance date and the date that the financial statements are approved. In order for the activities to be classified as discontinued, they 
must have a material effect on the nature and focus of the business and represent a material reduction in either operating facilities or turnover.  

p) Dividends Received 

Dividends received are recorded on an accrual basis and are shown net of imputation credits.  

Changes in Accounting Policies 
 

Property, plant and equipment 
The Financial Standards Reporting Board recently issued a new standard FRS 3: Accounting For Property, Plant And Equipment. Revaluations 
have been stated at highest and best use without deducting disposal costs. Previously, revaluations were prepared on the basis of current use. 
 
The effect of applying FRS 3 has been to increase the amount of the revaluation of property, plant and equipment at 31 March 2003 by $155.1 
million. Consequently, the increase in depreciation charged to the statement of financial performance for the three month period from 1 April 2003 
to 30 June 2003 is estimated to be between $1.0 million and $1.5 million.  
 
With the exceptions of the above change there have been no changes in accounting policies during the period and all policies have been applied 
on a basis consistent with those used in the prior period










































