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New Zealand Post Limited
Statement of Corporate Intent

1 July 2007 – 30 June 2010

This statement is prepared in terms of section 14 of the State-Owned Enterprises Act 1986. 

A. Objectives
Under the Act the New Zealand Post Group is required to operate as a successful business 
and specifically to achieve the following objectives:

• To operate an efficient, effective and profitable business and provide to the owners  
a commercial return on the capital employed;

• To be a good employer;
• To exhibit a sense of social responsibility by having regard to the interests of the 

community in which it operates and by endeavouring to accommodate or encourage 
these when able to do so.

Within this context the purpose, vision and key goals of the New Zealand Post Group are 
defined.

Business Purpose
People connecting people, in communities and in commerce, for messages, goods and 
payments – helping New Zealand run.

Vision
To be recognised as the vital link connecting New Zealand people, their communities and 
businesses by:

• Providing the services and the experience our customers value; 
• Being operationally excellent, smart and efficient; 
• Being a great place to work; 
• Growing our business and generating new, profitable revenue streams through 

harnessing our broad range of capabilities; 
• Lifting our profit and creating more value for our shareholders; 
• Being a great New Zealand company and meeting our social obligations.

Strategies
The following business strategies have been set for the period:

• To sustain the profitability of our postal business, both domestic and international,  
by responding to the emerging needs of our customers;

• To grow Kiwibank as a commercially successful business; 
• To grow the profitability of our express courier and logistics business; 
• To optimise our retail network to enable future growth and to improve the experience 

for customers;
• To develop services that enable our customers to choose to interact electronically;
• To develop trans-Tasman and international connections and services that add value 

for the New Zealand Post Group;
• To create and deliver new, profitable, value-added services and solutions for our 

customers. 
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B. Nature and scope of the business
The business activities of the New Zealand Post Group over the next three years will be:

• To provide the universal postal service within New Zealand and to and from other 
countries, with service provision to be consistent with the Deed of Understanding;

• To operate a nationwide retail network;
• To provide banking, financial, bill payment and agency services;
• To operate express courier, logistics and distribution services; 
• To provide document and information management services including electronic 

transaction and messaging services;
• To provide international postal consulting services;
• To operate a philatelic business;
• To operate electoral enrolment services on behalf of the Crown; 
• To develop, where appropriate, postal, distribution and retail network services in 

regional and global markets; and
• To undertake or participate in business activities which add value for customers and 

leverage the capabilities of the New Zealand Post Group.

Within all these areas the Company undertakes activities that permit profitable utilisation  
of its existing assets, including intellectual property and the expertise of its people.

These activities will be developed as part of the operation of the Company, through 
subsidiary and associated companies and through alliances with business partners.
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The New Zealand Post Group 

Retail Group
• Retail Network
• Strategy and Transformation

Datamail Group
• Datamail
• Communication Arts
• Outsource Australia Pty Limited
• Outsource Solutions Limited 

Express Couriers Limited (50%)
• CourierPost
• Pace
• Contract Logistics
• Transport
• Roadstar

Enterprises
• Letterbox Channel
• Transend
• Electoral Enrolment Centre
• Stamps and Collectables
• Enterprise Sales
• Enterprise Marketing
• Strategy and Innovation
• AirPost (50%)

Kiwibank 
• Kiwibank
• New Zealand Home Loan Company (51%)
• Payment Services

Other Businesses
• Couriers Please
• POD
• The ECN Group
• Datacom (36%) 

Postal Services 
• Delivery 
• Processing 
• Heartland
• Rural Post
• Box/Bag
• International
• Business Improvement (includes Six 

Sigma and Procurement)
• Postal Services Marketing
• Sales (includes CSC and Online Channel)
• Shared Services (includes Recruitment 

Centre, Accounts Receivable and 
Payable)

•  Information Technology 

Group Communications and Risk
• Communications
• Company Secretariat
• Legal
• Risk Services
• Security

Group Capability
• Remuneration and Benefits
• HR Policy and Protocols
• Safety and Wellbeing

Group Finance
• Tax
• Performance and Reporting
• Superannuation Plan
• Post Properties
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C. Accounting Policies
The policies will be consistent with:

• The legal requirements of the Companies Act (as amended) and any other relevant 
legislation; and

• Generally accepted accounting principles.

The Company’s detailed accounting policies are attached as Appendix 1.

D. Performance Targets and Measures
The financial performance measures adopted for the SCI are:

(a) Net Profit After Tax : Average Shareholders’ Funds
(b) Earnings Before Interest and Tax : Total Tangible Assets 
(c) Earnings Before Interest, Tax, Depreciation and Amortisation : Turnover

The non-financial performance measures adopted for the SCI are:

(d) Standard Letter Service Performance
(e) Customer Engagement
(f) People Engagement
(g) Lost Time Injury Frequency Rate (LTIFR) Reduction

SCI Performance Targets 2007/08 2008/09 2009/10

(a) NPAT : ASF 14.5% 15.7% 16.2%

(b) EBIT : TTA 1.8% 1.7% 1.6%

 EBIT : TTA (excl Kiwibank) 8.3% 8.8% 8.8%

(c) EBITDA : Turnover 14.6% 15.7% 16.5%

 EBITDA : Turnover (excl Kiwibank) 11.5% 11.9% 11.6%

(d) Standard Letter Service Performance 
Letters delivered to standard (Testpo Survey)

96.5% 96.5% 96.5%

(e) Customer Engagement 
% Advocates and supporters

46.0% 48.0% 50.0%

(e) People Engagement 
Annual Gallup Employee Survey (Index out of 5.0)

4.0 4.09 4.09

(e) Lost Time Injury Frequency Rate (LTIFR) Reduction 
Reduction in rate of lost time Injuries

20.0% 15.0% 15.0%

E. Ratio of Shareholders’ Funds to Total Assets
The Company’s targets for the ratio of Total Shareholders’ Funds (TSF) to Total Assets is  
as follows:

Ratio of Shareholders’ Funds to Total Assets 2007/08 2008/09 2009/10

TSF : Total Assets 8.3% 7.4% 6.9%

TSF : Total Assets (excl Kiwibank) 55.8% 56.4% 57.1%

Shareholders’ Funds may include share capital, equity bonds as defined in the Act, and 
reserves. Total assets include current assets, goodwill, investments and fixed assets for the 
New Zealand Post Group including Kiwibank.

Over the next three years the Total Assets for New Zealand Post will increase relative to 
Shareholders’ Funds due to the projected growth of Kiwibank.
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F. Dividend Policy
It is intended that funds surplus to the Company’s investment and operating requirements 
will be distributed to the Company’s Shareholders. However, it has been agreed between 
the Shareholders and the Directors that net surpluses after tax generated by Kiwibank are 
retained over the next three years to assist fund its ongoing growth. The dividends are to 
be calculated as 60% of net profit after tax excluding the Kiwibank net profit after tax, and 
excluding any material unrealised fair value movements.

The level of surplus funds will be determined by reference to:

• the Company’s medium-term fixed asset expenditure programme;
• the Company’s investment in new business opportunities;
• the sustainable financial structure for the business; and
• the Company’s working capital requirement.
• excluding net surpluses generated by Kiwibank; and
• excluding capital profits earned on disposals of assets where such profits are to be 

used to meet investing and operating requirements.

In recommending dividends payable to the Shareholders, the Company will follow procedures 
generally adopted by directors of publicly listed companies, and in accordance with Sections 
13 and 15 of the State-Owned Enterprises Act 1986. The dates for payment of dividends 
will be the business day nearest to 15 March for the interim dividend and the business day 
nearest to 30 September for the final dividend.

G. Reporting to Shareholding Ministers
The Company will provide to shareholding Ministers an Annual Report in accordance with 
Section 15 of the Act and will report on the achievement of the objectives and targets set out 
in this Statement of Corporate Intent.

The half-yearly report submitted in accordance with Section 16 of the Act will include an 
unaudited Statement of Financial Performance, Statement of Financial Position, Statement 
of Cashflows and such details as are necessary to permit an informed assessment of the 
Company’s performance during that reporting period. Quarterly reports will be submitted 
to shareholding Ministers providing provisional financial results. The Company will submit 
a Business Plan and Statement of Corporate Intent for discussion prior to the start of each 
financial year.

In accordance with Section 18 of the Act, the Company will provide other information relating 
to the affairs of the Company as requested by the shareholding Ministers.

H. Procedures for Share Acquisitions
Subscriptions for shares in any company or interests in any other organisation will, 
where substantial, or which involve a significant overseas equity investment, be subject 
to consultation with the shareholding Ministers. The procedures for the establishment of 
subsidiary companies, and the sale of substantial assets in the Company or of any of its 
subsidiaries, are set out in Appendix 2.

I. Compensation from the Crown
New Zealand Post reserves the right under Section 7 of the State-Owned Enterprises Act 
1986 to seek compensation for the necessity to provide any service where the Company is 
constrained from acting in a normal, business-like manner.

New Zealand Post may seek compensation should deregulation of the basic letter service, 
or other factors, cause such loss of business as to threaten the Company’s viability while it 
maintains its social obligations. 
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J. The Crown’s Investment in New Zealand Post
The Crown’s investment in New Zealand Post as at 30 June, as measured by Shareholders’ 
funds, is estimated to be:

The Crown’s Investment in Post 2007/08 2008/09 2009/10

Total Shareholders’ Funds ($m) $623.2m $698.2m $787.7m

Commercial Value of the Crown’s Investment
A comprehensive valuation has been prepared by New Zealand Post as at December 2006, 
with external review and advice re the methodology and assumptions used. The Board’s 
estimate of the current commercial value of the Crown’s investment in NZ Post is as follows:

Enterprise Value $1,210 million 
Equity Value $1,060 million 
Per Share $5.51

The valuation will be updated annually.
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Appendices

Appendix 1 – Statement of Accounting Policies
Reporting Entity
New Zealand Post Limited (the Company) provides Postal Services to New Zealand 
consumers. The Company is a limited liability company incorporated and domiciled in 
New Zealand. The Company’s registered office is Waterloo Quay, Wellington. The financial 
statements have been prepared in accordance with the Companies Act 1993, the Financial 
Reporting Act 1993, and the State-Owned Enterprises Act 1986. The financial statements for 
the ‘Parent’ are for New Zealand Post Limited as a separate legal entity. 

The consolidated financial statements for the ‘Group’ comprises New Zealand Post Limited, 
its subsidiaries (including Kiwibank Limited, a Registered Bank – referred to as “Kiwibank”), 
and its associates. 

For the purposes of complying with New Zealand generally accepted accounting practice the 
Company is designated as a profit-orientated entity.

Statement of Compliance
These financial statements have been prepared in accordance with New Zealand generally 
accepted accounting practice. They comply with International Financial Reporting Standards 
(IFRS), New Zealand equivalents to International Financial Reporting Standards (NZ IFRS), 
and other applicable Financial Reporting Standards, as appropriate for profit-orientated 
entities. 

Specific Accounting Policies
The following accounting policies, which materially affect the measurement of financial 
performance, financial position and cash flows, have been consistently applied to all 
reporting periods presented in these financial statements.

The measurement base applied is historic cost, as modified by the revaluation of certain 
assets and liabilities as identified in these accounting policies. The accrual basis of 
accounting has been used unless otherwise stated.

Judgements and Estimations
The preparation of financial statements in conformity with IFRS requires judgements, 
estimates and assumptions that affect the application of policies and reported amounts of 
assets, liabilities, income and expenses. The estimates and associated assumptions are 
based on historical experience and various other factors that are believed to be reasonable 
under the circumstances. Actual results may differ from these estimates. The estimates and 
underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates 
are recognised in the period in which the estimate is revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current 
and future periods. 

Group Financial Statements
The Group financial statements consolidate the financial statements of the Parent and its 
subsidiaries, using the purchase method, and include the results of its associates using the 
equity method. Under the purchase method, corresponding assets, liabilities, revenues and 
expenses are added together line by line. All material transactions between the Parent and 
its subsidiaries are eliminated on consolidation.

Subsidiaries
Subsidiaries are entities that are controlled, either directly or indirectly, by the Parent. 
Control exists where the Group has the power to govern the financial and operating policies 
of an entity. The results and financial position of subsidiaries are included in the consolidated 
income statement from the date control is gained up to the date control ceases. At the time 
of acquisition of a subsidiary, identifiable assets and liabilities acquired are initially measured 
at fair value on acquisition date. The excess of the cost of acquisition over the fair value of 
the Group’s share of the identifiable net assets acquired is recorded as goodwill. If the cost 
of acquisition is less than the fair value of the Group’s share of the net assets acquired the 
difference is recognised directly in the income statement.
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Associates
Associates are entities in which the Group has significant influence but not a controlling 
interest. Associates are initially recorded at cost, and include any goodwill identified on 
acquisition (net of any impairment losses). The Group’s share of  associates’ post-acquisition 
results are included in the consolidated income statement from the date of acquisition or 
up to the date of disposal. Any other movements in the reserve accounts of associates are 
recognised in reserves of the Group. When the Group’s share of losses in an associate equals 
or exceeds its interest in the associate, including any other unsecured receivables, the Group 
does not recognise further losses, unless it has incurred obligations or made payments on 
behalf of the associate.

Business combinations that occurred prior to the date of transition to IFRS have not been 
restated retrospectively.

Segment Reporting
A business segment is a group of assets and operations engaged in providing products or 
services that are subject to risks and returns that are different from those of other business 
segments. A geographical segment is engaged in providing products or services within a 
particular economic environment that are subject to risks and returns that are different from 
those of segments operating in other economic environments.

Revenue Recognition 
Revenue shown in the income statements comprises the fair value of amounts received and 
receivable by the Parent and Group for goods and services supplied to customers. 

Supply of Goods
Revenue from the supply of goods is recognised when the significant risks and rewards of 
ownership have been transferred to the buyer and collectibility of the related receivables is 
reasonably assured. 

Supply of Services
Revenue from the supply of services is recognised in the period in which the services are 
rendered, by reference to completion of the specific transaction assessed on the basis of the 
actual service provided as a proportion of the total services provided. 

Interest
Interest income is accrued using the effective interest rate method. The effective interest rate 
exactly discounts estimated future cash receipts through the expected life of the financial 
asset to that asset’s net carrying amount. The method applies this rate to the principal 
outstanding to determine interest income each period. When a receivable is impaired, the 
Group reduces the carrying amount to its recoverable amount, being the estimated future 
cash flow discounted at original effective interest rate of the instrument, and continues 
unwinding the discount as interest income. Interest income on impaired loans is recognised 
either as cash is collected or on a cost-recovery basis as conditions warrant.

Dividend
Dividend income is recognised when the right to receive payment has been established.

Rental Income
Rental income is recognised in the income statement on a straight-line basis over the term 
of the lease. Lease incentives granted are recognised evenly over the term of the lease. 

Prepaid Product Revenue
Allowance is made for the assessed amount of revenue from prepaid product sales as at 
balance date in respect of which the service has not yet been provided.
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Expenses
Expenses shown in the income statement comprises the amounts paid and payable by the 
Parent and Group for goods and services provided from suppliers. Expenses for the supply 
of goods and services are measured at the fair value of consideration paid. Expenses for 
the supply of goods are recognised when the significant risks and rewards of ownership 
have been transferred to the buyer. Expenses for the supply of services are recognised at 
balance date in the accounting period in which the services are rendered, by reference to 
completion of the specific transaction assessed on the basis of the actual service provided as 
a proportion of the total services provided.

Interest
Interest expense is accrued using the effective interest rate method. The effective interest 
rate exactly discounts estimated future cash payments through the expected life of the 
financial liability to that liability’s net carrying amount. The method applies this rate to the 
principal outstanding to determine interest expense each period.

Consulting Contracts
Surpluses on long term consulting contracts are recognised when they can be estimated 
reliably based on contract activity and in accordance with the contracts. Recognition of a 
surplus in any given period is made in accordance with contract activity after allowing for any 
estimated contractual liabilities attributable to the contract. The full amount of an anticipated 
loss, including that relating to future work on the contract, is recognised as it is foreseen.

Research and Development
Research expenditure is recognised in the income statement in the period that it is incurred. 
Development costs are capitalised as intangible assets where future benefits are expected to 
exceed those costs and it is probable that the project will provide future economic benefits, 
considering its commercial and technological feasibility, otherwise such costs are recognised 
in the income statement in the period that they are incurred.

Capitalised development costs are amortised over future periods (not exceeding three years) 
in relation to expected future revenue in each period. Unamortised costs are reviewed at 
each balance date to determine the amount (if any) that is no longer recoverable and any 
amount so identified is written off.

Foreign Currencies     
Functional and Presentation Currency
The functional currency and presentation currency of the Parent and Group is New Zealand 
Dollars. The functional currency of some subsidiary companies differs to that of the Parent.

Transactions
Transactions in foreign currencies are translated into the functional currency at the 
exchange rate ruling at the date of the transaction. Foreign exchange gains and losses 
resulting from the settlement of such transactions are recognised in the income statement. 
At balance date, foreign denominated monetary assets and liabilities are translated at 
the closing exchange rate, with exchange variations arising from these translations being 
recognised in the income statement, except where deferred in equity as a qualifying cash 
flow hedge or qualifying net investment hedge. Foreign denominated non-monetary assets 
and liabilities measured at historic cost are translated using the exchange rate at the date of 
transaction. Foreign denominated non-monetary assets and liabilities measured at fair value 
are translated using the exchange rate at the fair value date. Any associated translation 
differences match the treatment of the fair value gains or losses to either the income 
statement or directly to equity.
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Group Companies
The assets and liabilities of group entities where their functional currency differs from 
the presentation currency, are translated at the closing rate. Revenue and expense items 
are translated at the spot rate at the transaction date or a rate approximating that rate. 
Exchange differences arising from such translations are recognised in the foreign currency 
translation reserve, together with unrealised gains and losses on foreign currency monetary 
liabilities that are identified as hedges against these operations. When a foreign operation 
is sold, the balance of the foreign currency translation reserve is recognised in the income 
statement as part of the gain or loss on sale.

Financial Instruments 
Designation of financial assets and financial liabilities by individual entities into instrument 
categories is determined by the business purpose of the financial instruments, policies and 
practices for their management, their relationship with other instruments and the reporting 
costs and benefits associated with each designation.

Financial Assets
Financial assets held for trading and financial assets designated at fair value through profit 
or loss are recorded at fair value with any realised and unrealised gains or losses recognised 
in the income statement. Transaction costs are expensed as they are incurred.

Available-for-sale financial assets are non-derivatives that are either designated in this 
category or not classified in any of the other categories. Available-for-sale financial assets 
are initially recorded at fair value plus transaction costs. They are subsequently recorded at 
fair value with any resultant fair value gains or losses recognised directly in equity except for 
impairment losses, any interest calculated using the effective interest method and, in the 
case of monetary items (such as debt securities), foreign exchange gains and losses which 
are all recognised in the income statement. For non-monetary available-for-sale financial 
assets (eg. equity instruments) the fair value movements recognised in equity include any 
related foreign exchange component. On de-recognition the cumulative fair value gain or loss 
previously recognised directly in equity is recognised in the income statement.

Loans and receivables are non-derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. Loans and receivables are recognised 
initially at fair value plus transaction costs and subsequently measured at amortised 
cost using the effective interest rate method. Loans and receivables issued with duration 
less than 12 months are recognised at cost less impairment. Allowances for estimated 
irrecoverable amounts are recognised when there is objective evidence that the asset is 
impaired. Interest, impairment losses and foreign exchange gains and losses are recognised 
in the income statement.

Held-to-maturity investments are non-derivative financial assets with fixed or determinable 
payments and fixed maturities that management has the positive intention and ability to 
hold to maturity. Held-to-maturity investments are initially recognised at fair value plus 
transaction costs and subsequently measured at amortised cost using the effective interest 
rate method.

Investments in subsidiaries and associate companies are stated at the lower of cost or 
estimated recoverable value in the balance sheet of the Parent. 

Cash and cash equivalents include cash on hand, cash in transit, bank accounts and deposits 
with a maturity of no more than 3 months from the date of acquisition.

Purchases and sales of financial assets at fair value through profit and loss, available-for-
sale and held to maturity are recorded on a trade date basis. Loans and receivables are 
recognised when cash is advanced to borrowers.
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Financial Liabilities
Financial liabilities held for trading and financial liabilities designated at fair value through 
profit and loss are recorded at fair value with any realised and unrealised gains or losses 
recognised in the income statement. Transactions costs are expensed as they are incurred.

Other financial liabilities are recognised initially at fair value less transaction costs and 
subsequently measured at amortised cost using the effective interest rate method. Financial 
liabilities entered into with duration less than 12 months are recognised at their notional 
value. Amortisation and foreign exchange gains and losses, are recognised in the income 
statements as is any gain or loss when the liability is derecognised. 

Derivatives
Derivative financial instruments are recognised at fair value as either financial assets  
or liabilities. Derivatives that do not qualify for hedge accounting are classified as held- 
for-trading financial instruments with fair value gains or losses recognised in the  
income statement.

Hedging
Derivatives are hedge accounted for where appropriate hedge documentation is in place 
prior to the transaction date. Hedge derivatives are accounted for as follows:

(a) Fair Value Hedges – gains or losses are recognised in the income statement. The 
carrying amount of the hedged item is adjusted by the gain or loss on the hedged item 
in respect of the risk being hedged, with this gain or loss also being recognised in the 
income statement.

(b) Cash Flow Hedges – the portion of the gain or loss determined as being effective is 
recognised directly in equity, with any ineffective portion of the gain or loss being 
recognised in the income statement.

(c) Hedges of a Net Investment – the portion of the gain or loss determined as being 
effective is recognised directly in equity, with any ineffective portion of the gain or loss 
being recognised in the income statement.

Gains or losses recognised directly in equity are transferred to the income statement in the 
same periods as when the hedged item affects the income statement.

Financial assets and financial liabilities are recorded as current assets and current  
liabilities except if they mature, or are expected to be realised, greater than 12 months  
from balance date.

Fair Value Estimation
The fair value of financial instruments traded in active markets (such as publicly traded 
derivatives, and trading and available-for-sale securities) is based on quoted market prices 
at the balance sheet date. The quoted market price used for financial assets held by the 
Group is the current bid price; the appropriate quoted market price for financial liabilities is 
the current ask price.

The fair value of financial instruments that are not traded in an active market (for example, 
over-the-counter derivatives) is determined by using valuation techniques. The Group uses 
a variety of methods and makes assumptions that are based on market conditions existing 
at each balance sheet date. Quoted market prices or dealer quotes for similar instruments 
are used for long-term debt. Other techniques, such as estimated discounted cash flows, 
are used to determine fair value for the remaining financial instruments. The fair value of 
interest-rate swaps is calculated as the present value of the estimated future cash flows. 
The fair value of forward foreign exchange contracts is determined using forward exchange 
market rates at the balance sheet date.

The nominal value less estimated credit adjustments of trade receivables and payables are 
assumed to approximate their fair values. The fair value of financial liabilities for disclosure 
purposes is estimated by discounting the future contractual cash flows at the current market 
interest rate that is available to the Group for similar financial instruments.
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Goods and Services Tax (GST)
The income statement and the cash flow statement have been prepared so that all 
components are stated exclusive of GST, except where GST is not recoverable. All items in 
the balance sheet are stated net of GST with the exception of receivables and payables, which 
include GST invoiced.

Trade Debtors
Trade debtors are initially recognised at fair value and subsequently measured at amortised 
cost using the effective interest rate method, less provision for impairment. A provision for 
impairment is established when there is objective evidence that the Group 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 at the effective interest rate. The amount of the 
provision is recognised in the income statement.

Inventories      
Inventories are recorded at the lower of cost and net realisable value. Cost is determined 
on a first-in-first-out basis. The cost of inventories comprises design costs, raw materials, 
direct labour, other direct costs and related production overheads. Net realisable value is the 
estimated selling price in the ordinary course of business, less applicable variable selling 
expenses.

Property, Plant and Equipment
Property, plant and equipment other than land and buildings are recorded at cost less 
accumulated depreciation and any accumulated impairment losses.

Land and buildings are initially recorded at cost, and subsequently are recorded at fair value, 
as determined by an independent valuer based on the property’s highest and best use, less 
any impairment losses and accumulated depreciation (for buildings) since the assets were 
last revalued. Land and buildings are valued annually at balance date. To the extent that any 
revaluation gain reverses a loss previously charged to the income statement for the asset 
item, the gain is credited to the income statement. Otherwise, revaluation gains are credited 
to an asset revaluation reserve for that class of asset. To the extent that any revaluation loss 
reverses a gain previously credited to an asset revaluation reserve for the asset item, the 
loss is debited to the asset revaluation reserve. Otherwise, revaluation losses are recognised 
in the income statement. On revaluation any accumulated depreciation is eliminated against 
the gross carrying amount of the asset. Each year the difference between depreciation based 
on the revalued amount of the asset charged to the income statement and depreciation 
based on the asset’s original cost is transferred from the asset revaluation reserve to 
retained earnings.

The cost of purchased property, plant and equipment is the value of the consideration given 
to acquire the assets and the value of other directly attributable costs which have been 
incurred in bringing the assets to the location and condition necessary for their intended use. 
Costs cease to be capitalised as soon as the asset is ready for productive use. Borrowing 
costs incurred to complete and prepare the asset for its intended use are expensed in the 
period incurred.

Any realised gains or losses arising from disposal of property, plant and equipment are 
recognised in the income statement. Any balance in an asset revaluation reserve attributable 
to the disposed asset is transferred to retained earnings at the time of disposal.
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Depreciation
Depreciation is charged on a straight-line basis at rates that will allocate the cost or 
valuation of items of property, plant and equipment (except land which is not depreciated), 
less any estimated residual values, over their estimated useful life.

The useful lives of the major classes of property, plant and equipment have been estimated 
as follows:

 Buildings 25-50 years
 Plant and equipment 8-10 years
 Motor vehicles 5-10 years
 Computers, office equipment 2-5 years
 Furniture and fittings 10 years

Investment Property
Investment properties are measured at fair value, as determined by an independent valuer. 
The basis of fair value is market value less the estimated costs of disposal, based on each 
property’s highest and best use. Fair value gains or losses are recognised in the income 
statement.

Assets Intended for Sale
Properties intended for sale are recognised at the lower of net book value transferred from 
property, plant and equipment and fair value less costs to sell. For sales that are expected 
to occur beyond one year the Group measures the costs to sell at their present value. Any 
increase in the present value of the costs to sell that arises from the passage of time is 
presented in the income statement as a financing cost.

Investments held for disposal are stated at the lower of carrying amount and fair value less 
costs to sell.

Intangible Assets
Intangible assets are recorded at cost less any accumulated amortisation and accumulated 
impairment losses. The cost of identifiable intangible assets acquired in a business 
combination is their fair values at date of acquisition.

Intangible assets with finite lives are amortised on a straight-line basis over the useful life 
of the asset, with any amortisation charge being recognised in the income statement. Assets 
with indefinite useful lives are not amortised, but are tested at least annually for impairment. 
Where there is an active market for an intangible asset, the asset is recorded at a revalued 
amount, being fair value (market price) less any subsequent accumulated amortisation and 
subsequent accumulated impairment losses. Revaluations are done for each intangible 
asset, not by class of asset.

Realised gains and losses arising from disposal of intangible assets are recognised in 
the income statement in the period in which the transaction occurs. Unrealised fair value 
gains and losses of intangible assets are recognised as at balance date. To the extent that 
a gain reverses a loss previously charged to the income statement, the gain is credited to 
the income statement. Otherwise gains are credited to an asset revaluation reserve for that 
intangible asset. To the extent that any loss reverses a gain previously credited to an asset 
revaluation reserve for the intangible asset, the loss is debited to the asset revaluation 
reserve. Otherwise, losses are recognised in the income statement.

Goodwill
Purchased goodwill is recognised as an asset at cost and tested for impairment at least 
annually. Goodwill represents the excess of the cost of an acquisition over the fair value of the 
Group’s share of the net identifiable assets of the acquired subsidiary or associate at the date 
of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill 
on acquisitions of associates is included in investments in associates. For the purposes 
of impairment testing, goodwill is allocated to cash-generating units. Any impairment is 
recognised as an expense in the income statement. Impairment losses on goodwill are not 
reversed. Internally generated goodwill is not recognised on the balance sheet.
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Computer Software
Acquired computer software licences are capitalised on the basis of the costs incurred to 
acquire and bring to use. These costs are amortised over the estimated useful lives of the 
licences (being 3 to 5 years). Developed software assets expected to generate net economic 
benefits beyond 12 months are recognised as intangible assets. The cost of developed 
software assets includes the cost of all materials used in construction, direct labour on the 
project, and an appropriate proportion of variable and fixed overheads. Developed software 
intangible assets are amortised over their estimated useful lives (being 3 to 5 years).

Impairment
Intangible assets with indefinite useful lives (including all goodwill) are impairment tested 
at least annually at balance date, and whenever there are indicators of impairment. Where 
the asset’s recoverable amount is less than its carrying amount an impairment loss is 
recognised in the income statement for the difference. The recoverable amount is the higher 
of an asset’s fair value less costs to sell and value in use.

The carrying amounts of all other assets, including intangible assets with finite useful lives, 
are reviewed at least annually to determine if there is any indication of impairment. Where 
such an indication exists the asset is impairment tested, with any impairment losses being 
recognised in the income statement, except where the asset is carried at a revalued amount 
in which case any impairment loss in recognised in the same way as revaluation losses. For 
the purposes of assessing impairment, assets are grouped at the lowest levels for which 
there are separately identifiable cash flows (cash-generating units).

Taxation
The income tax expense charged to the income statement includes both the current 
year’s provision and the income tax effect of temporary differences, calculated using the 
liability method. Tax effect accounting is applied on a comprehensive basis to all temporary 
differences. Deferred income tax arising from initial recognition of an asset or liability in a 
transaction other than a business combination that at the time of the transaction affects 
neither accounting nor taxable profit or loss, is not accounted for. Deferred income tax is 
determined using tax rates (and laws) that have been enacted or substantially enacted by the 
balance sheet date and are expected to apply when the related deferred income tax asset 
is realised or the deferred income tax liability is settled. A debit balance in the deferred tax 
account is only recognised if it is probable of realisation. 

Deferred income tax is provided on temporary differences arising on investments in 
subsidiaries and associates, except where the timing of the reversal of the temporary 
difference is controlled by the Group and it is probable that the temporary difference will not 
reverse in the foreseeable future.

Employee Benefits
Employee Entitlements
Employee entitlements to salaries and wages, annual leave, long service leave, retiring 
leave and other similar benefits are recognised in the income statement when they accrue 
to employees. Employee entitlements to be settled within 12 months are reported at the 
amount expected to be paid. The liability for long-term employee entitlements is reported 
as the present value of the estimated future cash outflows. Leave entitlements which can 
be carried forward (ie. sick leave) but are unused at balance date are accrued based on the 
additional cost expected to be paid as a result of the accumulated balance.

Pension Liabilities
Obligations for contributions to defined contribution retirement plans are recognised in the 
income statement as they fall due.

Termination Benefits
Termination benefits are recognised in the income statement only when there is a 
demonstrable commitment to either terminate employment prior to normal retirement 
date or to provide such benefits as a result of an offer to encourage voluntary redundancy. 
Termination benefits to be settled within 12 months are reported at the amount expected 
to be paid, otherwise they are reported as the present value of the estimated future cash 
outflows.
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Leases
Finance leases transfer to the lessee substantially all the risks and rewards incident to 
the ownership of a leased asset. Initial recognition of a finance lease results in an asset 
and liability being recognised at amounts equal to the lower of the fair value of the leased 
property or the present value of the minimum lease payments. The capitalised values are 
amortised over the period in which the lessee expects to receive benefits from their use.

Payments made under operating leases, where the lessor substantially retains the risks and 
rewards of ownership, are recognised in the income statement in a systematic manner over 
the term of the lease. Leasehold improvements are capitalised and the cost is amortised 
over the unexpired period of the lease or the estimated useful life of the improvements, 
whichever is shorter. Lease incentives received are recognised evenly over the term of the 
lease as a reduction in rental expense.

Other Liabilities and Provisions
Other liabilities and provisions are recorded at the best estimate of the expenditure required 
to settle the obligation. Liabilities and provisions to be settled beyond 12 months are 
recorded at their present value.

Contingent Assets and Contingent Liabilities
Contingent assets and contingent liabilities are recognised in the notes at the point at which 
the contingency is evident. Contingent liabilities are disclosed if the possibility that they will 
crystallise is not remote. Contingent assets are disclosed if it is probably that the benefits 
will be realised.

Statement of Cash Flows
The following are the definitions of the terms used in the statement of cash flows:

(a)  Cash is considered to be cash on hand, cash in transit, bank accounts and deposits 
with a maturity of no more than 3 months from date of acquisition.

(b)  Investing activities are those relating to the acquisition, holding and disposal of 
property, plant and equipment and of investments not falling within the definition of 
cash. Kiwibank lending to customers is also an investing activity.

(c)   Financing activities are those activities which result in changes in the size and 
composition of the capital structure of the Parent. This includes equity, and debt not 
falling within the definition of cash. Financing activities also include dividends paid in 
relation to the capital structure and Kiwibank customer current and deposit accounts.

(d)  Operating activities include all transactions and other events that are not investing or 
financing activities.

Net payments to agencies in the statement of cash flows represent the funds received on 
behalf of agencies offset against payments made to agencies. Gross payments made reflect 
the activities of the agencies rather than the activities of the Parent.

Changes in Accounting Policies 
Accounting policies are changed only if the change is required by a standard or interpretation 
or otherwise provides more reliable and more relevant information.

Comparatives
When presentation or classification of items in the financial statements is amended or 
accounting policies are changed voluntarily, comparative figures are restated to ensure 
consistency with the current period unless it is impracticable to do so.



16

Appendix 2 – Subsidiaries and Associated Companies
The terms “share” and “subsidiary” have the same meanings as in Section 2 of the State-
Owned Enterprises Act 1986.

1.  The Company shall ensure at all times that:
1.1 Control of the affairs of every subsidiary of the Company is exercised by a majority of 

the Directors of that subsidiary;
1.2 A majority of the Directors of every subsidiary of the Company are persons who are 

also Directors of the Company, Executives of the Company, Executives of a subsidiary 
of the Company, or who have been approved by the shareholding Ministers for 
appointment as Directors of the subsidiary;

2. Without the prior consent of the shareholding Ministers, neither the Company nor its 
subsidiaries shall sell or otherwise dispose of, whether by single transaction or any 
series of transactions, and whether by a sale of assets or shares, the whole or any 
part of the business, if:

• that which is to be sold, or disposed of, is valued at more than 5% of the 
shareholders’ equity in the Company, or  

• the sale or disposal will materially reduce the nature and scope of the business as 
recorded in Section B of the Statement of Corporate Intent.

Appendix 3 – Consultation
New Zealand Post will consult with its shareholding Ministers on matters not contemplated 
in the business plan that would have a material effect on the scale, scope, financial return or 
risk of the activities of the company or its subsidiaries, including:

(a) Any substantial capital (or equity) investment;  
(b) The sale or disposal of the whole or any substantial part of the company or its 

subsidiaries;  
(c) Any substantial expansion of activities outside the scope of its business as defined in 

section B; 
(d) Any other significant transactions.
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