





Significant Accounting Policies (continued)
Property, Plant and Equipment (continued)

*Leasehold improvements are depreciated over the unexpired period of the lease or the estimated
remaining useful lives of the improvements, whichever is the shorter.

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each
financial year-end.

Intangible Assets
Software acquisition and development

Acquired computer software licenses 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 ALAC, are
recognised as an intangible asset.

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 the development and maintenance of ALAC’s website 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 statement of
financial performance.

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

Acquired computer software 3 years 33%
Developed computer software 4 years 25%

35.



Significant Accounting Policies (continued)
Intangible Assets (continued)
Impairment of non-financial assets

Property, plant and equipment and intangible 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 asset’s ability to generate net cash
inflows and where ALAC would, if deprived of the asset, replace its remaining future economic
benefits or service potential.

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 re-valued 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 re-valued amount, the total impairment loss is recognised in the statement
of financial performance.

Creditors and other payables

Creditors and other payables are initially measured at fair value and subsequently measured at
amortised cost using the effective interest method.

Employee Entitlements

Employee entitlements that ALAC 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 but not yet
taken at balance date.

ALAC recognises a liability and an expense for bonuses where it is contractually obliged to pay
them, or where there is a past practice that has created a constructive obligation.
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Significant Accounting Policies (continued)
Employee Entitlements (continued)
Defined contribution schemes

Obligations for contributions to Kiwisaver and ASB Group Master Trust are accounted for as defined
contribution schemes and are recognised as an expense in the statement of financial performance
as incurred.

Defined benefit schemes

ALAC makes contributions to the ASB Group Master Trust Scheme (the scheme), which 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.

ALAC 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 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 a finance cost.

Taxation
Goods and Service Tax (GST)

All items in the financial statements are presented exclusive of GST, except for payables, which are
presented 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.
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Significant Accounting Policies (continued)
Taxation (continued)

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.

Income Tax

ALAC is a public authority and consequently is exempt from the payment of income tax.
Accordingly, no charge for income tax has been provided for.

Foreign Currency Transactions

Foreign currency transactions are translated into New Zealand dollars using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the
settlement of such transactions are recognised in the statement of financial performance.

Forecast of Cashflows

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

“Operating Activities” include all activities other than investing and financing activities. The cash
inflows include all receipts from the sale of goods and services and other sources of revenue that
support ALAC’s operating activities. Cash outflows include payments made to employees and
suppliers and for taxes.

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

Grants and Funding

Contract commitments are recorded on a monthly basis. Specific allocations against future years’
revenue are recorded in the Statement of Commitments.

Funds are sometimes paid by instalments to meet the cash flow requirement of the programme as
determined by the funding agreement.

Budget Figures

The budget figures have been prepared in accordance with NZ IFRS, using accounting policies that
are consistent with those adopted for the preparation of the forecast financial statements.
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Critical Accounting Estimates and Assumptions

In preparing these financial statements ALAC 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 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:

Property, plant and equipment useful lives and residual value

At each balance date ALAC reviews the useful lives and residual values of its property, plant and
equipment. Assessing the appropriateness of useful life and residual value estimates of property,
plant and equipment requires ALAC to consider a number of factors such as the physical condition of
the asset, expected period of use of the asset by ALAC, and expected disposal proceeds from the
future sale of the asset.

Property, plant and equipment useful lives and residual value (continued)

An incorrect estimate of the useful life or residual value will impact the depreciation expense
recognised in the statement of financial performance, and carrying amount of the asset in the
statement of financial position.

ALAC minimises the risk of this estimation uncertainty by:
e physical inspection of assets;
e asset replacement programs;
e review of second hand market prices for similar assets; and
e analysis of prior asset sales.

ALAC has not made significant changes to past assumptions concerning useful lives and residual
values.

Retirement and long service leave

ALAC has no exposure in relation to estimates and uncertainties surrounding retirement and long
service leave liabilities.

Critical Judgements in applying ALAC’s accounting policies

Management has exercised the following critical judgements in applying ALAC’s accounting policies.

Leases classification

Determining whether a lease agreement is a finance or an operating lease requires judgement as to
whether the agreement transfers substantially all the risks and rewards of ownership to ALAC.
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Critical Judgements in applying ALAC’s accounting policies (continued)

Judgement is required on various aspects that include, but are not limited to, the fair value of the
leased asset, the economic life of the leased asset, whether or not to include renewal options in the
lease term and determining an appropriate discount rate to calculate the present value of the
minimum lease payments. Classification as a finance lease means the asset is recognised in the
statement of financial position as property, plant and equipment, whereas for an operating lease no
such asset is recognised.

ALAC has exercised its judgement on the appropriate classification of equipment leases and, has
determined a number of lease arrangements are operating leases.

Changes in Accounting Policies

The accounting policies set out above are applied consistently to all periods presented in these
forecast financial statements.’
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