SOUTHLAND

=

Council

OPEN MINUTES

Minutes of a meeting of Council held in the Council Chamber, Level 2, 20 Don Street, Invercargill on
Wednesday, 13 August 2025 at 10am. (10am —12.32pm, 2.18pm - 3.11pm (PE 12.05pm - 12.32pm,
2.19pm -3.11pm)

PRESENT

Mayor Rob Scott
Deputy mayor Christine Menzies
Councillors Jaspreet Boparai
Don Byars
Derek Chamberlain
Paul Duffy
Darren Frazer
Julie Keast
Tom O'Brien
Margie Ruddenklau
Jon Spraggon
Matt Wilson

APOLOGIES
Councillor Sarah Greaney

IN ATTENDANCE

Committee advisor Fiona Dunlop
Chief executive Cameron Mclintosh
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Mayor Scott opened the meeting with a karakia timatanga as follows:

Ma te whakarongo Through listening

Ma te korero Through talking

Ma te ngakau From the heart

Ma te wairua From the spirit

Ma te manaaki mai Through giving

Ma te manaaki atu And receiving respect

Ka puawai te maramatanga Understanding will bloom
Tihei mauri ora This is the essence of life

1 Apologies
There were apologies for absence from Councillor Greaney.

Resolution

Moved Cr Boparai, seconded Cr Keast and resolved:

That Council accept the apology.

2 Leave of absence

There were no requests for leave of absence.

3 Conflict of Interest

There were no conflicts of interest declared.

4 Extraordinary/Urgent Items

Mayor Scott advised that there was a late item for the agenda which is Adoption fo
Southland District Council Water Service Delivery Plan.

The reason why the item was not with the agenda when it was compiled was that the
financial information was still being finalised.

The reason why the item cannot wait until a subsequent meeting, is that Council needs to
approve the water services delivery plan and it be submitted to the Secretary of Local
Government by 3 September 2025.

Moved Mayor Scott, seconded Cr Frazer and resolved:
That Council pursuant to section 46A of the Local Government Information and

Meetings Act 1987, considers the late item Adoption of Southland District Council
Water Service Delivery Plan
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Confirmation of Council Minutes

Resolution
Moved Cr Spraggon, seconded Cr Boparai and resolved:

That the Council confirms the minutes of the meeting held on 30 July 2025 as a true and
correct record of that meeting.

6 Public Participation
Mr Brian Croot representing the Winton Central Bowling Club (in recess) addressed the
meeting regarding sewage and water charges, water services to the bowling club,
Springford Street club carpark and the mowing of the bowling green.

Reports

7.1 Investment and Liability Management Policy - adoption

Record No: R/25/7/31697

Financial Accountant — Jo Hooper, Finance Development Coordinator — Nicole Taylor and
GM Finance and Assurance — Anne Robson were in attendance for this item.

The purpose of the report was to present the Investment and Liability Management Policy
to Council for adoption following consideration by the Finance and Assurance Committee
at their meeting in June 2025.

The Investment and Liability Management Policy (the policy) outlines how Council will
manage its investments, including what Council will invest in, and how investment risk will
be assessed and managed. The policy also outlines how Council can manage borrowings to
minimise associated risk.

The key changes to the policy included:
clarifying the policy requirements, including better guidance around investment of
reserves, and the borrowing controls and limits, to minimise non-compliance areas
updating definitions to be consistent with regulations
updating the reporting requirements, roles and responsibilities.

Resolution

Moved Cr Keast, seconded Cr Duffy recommendations a to d and a new e (as indicated)
and resolved:

That the Council:

a) receives the report titled “Investment and Liability Management Policy -
adoption”.
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b) determines that this matter or decision be recognised as not significant in terms
of Section 76 of the Local Government Act 2002.

C) determines that it has complied with the decision-making provisions of the
Local Government Act 2002 to the extent necessary in relation to this decision;
and in accordance with Section 79 of the act determines that it does not require
further information, further assessment of options or further analysis of costs
and benefits or advantages and disadvantages prior to making a decision on
this matter.

d) agrees to adopt the Investment and Liability Management Policy (attached as
appendix A to the minutes).

New e Request that staff review the Investment and Liability Management Strategy as
part of the next Long Term Plan.

Councillors Byars, Chamberlain, Ruddenklau and Wilson requested that their dissenting
votes be recorded.

7.2 Proposed update to Delegations Manual
Record No: R/25/7/32335

Democracy Advisor — Michal Gray and Finance Development Coordinator - Nicole Taylor
were in attendance for this item.

The purpose of the report was to provide to Council updates to the Delegations Manual.

Council noted that the manual was being updated with the following changes:

- alterations and further delegations made by the chief executive since the manual was
adopted on 19 June 2024
changes to the formatting of the delegations to community boards and addition of
definition for approved budget
removal of delegations to the Five Rivers Water Supply Subcommittee
removal of the Investment and Liability Management Policy from attachment A of the
manual, with relevant staff delegations now incorporated into the financial delegations
section and an adjustment to the treasury delegations for the Finance and Assurance
Committee
changes to Council’s financial and statutory delegations to ensure that they are
practical/efficient, align to current staffing structure and current practices
removal of delegations under the Health (Hairdressers) Regulations 1980
changes to the non-statutory delegations from the chief executive to staff.
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Resolution

Moved Cr Frazer, seconded Cr Keast and resolved:

That Council:

a)

b)

c)

d)

receives the report titled “Proposed update to Delegations Manual .

determines that this matter or decision be recognised as not significant in terms
of Section 76 of the Local Government Act 2002.

determines that it has complied with the decision-making provisions of the
Local Government Act 2002 to the extent necessary in relation to this decision;
and in accordance with Section 79 of the act determines that it does not require
further information, further assessment of options or further analysis of costs
and benefits or advantages and disadvantages prior to making a decision on
this matter.

approves and adopts the Delegations Manual contained in attachment A which
includes the following amendments:

alterations and further delegations made by the chief executive since the
manual was adopted on 19 June 2024

changes to the formatting of the delegations to the community boards
and addition of definition for approved budget

removal of delegations to the Five Rivers Water Supply Subcommittee

removal of the Investment and Liability Management Policy from the
manual with corresponding changes made to reflect proposed revisions
to the Investment and Liability Management Policy relating to:

- powers and responsibilities retained by Council

- financial delegations for investing and borrowing and approving
electronic banking amendments

- treasury delegations for the Finance and Assurance Committee

changes to Council’s financial and statutory delegations to ensure that
they are practical/efficient, align to current staffing structure and current
practices

removal of delegations under the Health (Hairdressers) Regulations 1980

changes to the non-statutory delegations from the chief executive to staff
with the following addition to the delegations for the Finance and
Assurance Committee:

Treasury

a) oversee the treasury function of Council ensuring compliance with the
relevant Council policies and plans

b)  ensuring compliance with the requirements of Council’s trust deeds are
met

c)  recommendtoreview Council treasury policies (Investment and Liability
Management Policy) at least once every three years to ensure legislative
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compliance, effective financial risk management, and alignment with
Council’s strategic/financial goals, and recommending the policy to
Council incorporating any changes te-the-pelicy-to-Counetl.

d) approve — i
investment, borrowing and risk management strateqgy

e) notes that the delegation changes take effect on the date of this resolution, and
that staff will update Council's Delegations Manual accordingly

f) resolves to discharge the Five Rivers Water Supply Subcommittee.

Update on Council land at Waikaia — 37 Swalwell Street
Record No: R/25/5/23921

Manager Property Services — Kevin McNaught and GM Customer and Community Wellbeing
— Sam Marshall were in attendance for this this.

The purpose of the report was for Council to consider the land at 37 Swalwell Street,
Waikaia, being Sections 1-22, Block II, Town of Waikaia, is not surplus to requirements and is
to be retained.

The Ardlussa Community Board at its meeting on 16 December 2024, resolved to
recommend to Council that the land is to be retained.

Council noted that staff are to investigate entering into interim leases/licences with
interested parties for (a) the Waikaia Depot and (b) the balance parcels (paddocks) for
grazing while the spatial planning process is completed.

Resolution
Moved Cr Wilson, seconded Cr Boparai and resolved:

That Council:

a) receives the report titled “Update on Council land at Waikaia”.

b) determines that this matter or decision be recognised as not significant in terms
of Section 76 of the Local Government Act 2002.

C) determines that it has complied with the decision-making provisions of the
Local Government Act 2002 to the extent necessary in relation to this decision;
and in accordance with Section 79 of the act determines that it does not require
further information, further assessment of options or further analysis of costs
and benefits or advantages and disadvantages prior to making a decision on
this matter.

d) acknowledges the position of the Ardlussa Community Board and determines
that the land at 37 Swalwell Street, Waikaia being Sections 1-22, Block Il, Town
of Waikaia, is not surplus to requirements and is to be retained.
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e) recommends that staff investigate entering into interim leases/licences with
interested parties for (a) the Waikaia Depot and (b) the balance parcels
(paddocks) for grazing while the spatial planning process is completed.

Adoption of Southland District Council Water Service Delivery Plan
Record No: R/25/7/32356

Contractor - Three waters transition lead — Jendi Paterson, Manager Operations and
Programming - Geoff Gray and Chief Executive — Cameron Mclntosh were in attendance for
this this.

The purpose of the report was for Council to approve of the final Water Services Delivery
Plan, as required under the Local Government (Water Services Preliminary Arrangements)
Act 2024.

The report presented confirms that the plan is compliant with the Local Government (Water
Services Preliminary Arrangements) Act 2024. It reflects feedback received from the
Department of Internal Affairs and incorporates amendments to ensure a compliant and
financially sustainable pathway.

Following further executive deliberation and in response to the Department of Internal
Affairs feedback, the plan includes fully funding depreciation for drinking water,
wastewater and stormwater services from 2027/2028. This change ensures the plan meets
the Section 8 sustainability criteria while maintaining Council’s rural service delivery
challenges.

The report outlined:

The legislative framework and journey to date

Council’s assessment of service delivery models and community consultation
Key updates made to strengthen the plan in response to Department of Internal
Affairs feedback

The unique rural context and evolving regulatory environment Council continues to
advocate within

The implications of fully funding depreciation on rates.

Council noted that the decision is the culmination of Southland District Council's water
reform response which must be submitted to the Secretary for Local Government by 3
September 2025.

(During discussion, Councillor Byars left the meeting at 11.44am and returned at 11.47am.)

Resolution

Moved Cr Boparai, seconded Cr Ruddenklau recommendations atoiandanew j(as
indicated) and resolved:

That Council:

a) Receives the report titled “Adoption of Southland District Council Water Service
Delivery Plan”.
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b) Determines that this matter or decision be recognised as significant in terms of
Section 76 of the Local Government Act 2002 and notes that the engagement
followed was as required under the Local Government (Water Services
Preliminary Arrangements) Act 2024.

C) Determines that it has complied with the decision-making provisions of the
Local Government Act 2002 to the extent necessary in relation to this decision;
and in accordance with Section 79 of the act determines that it does not require
further information, further assessment of options or further analysis of costs
and benefits or advantages and disadvantages prior to making a decision on
this matter.

d)  Notes that Council’s preferred delivery model is the Adjusted Status Quo (In-
House) approach, as previously endorsed.

e)  Notes that the Water Services Delivery Plan is based on the 2024-2034 Long
Term Plan with amendments as follows:

- Fully fund the water, wastewater and stormwater depreciation from
2027/2028 to meet the financial sustainability requirement under the Local
Government (Water Services Preliminary Arrangements) Act 2024.
Recognising that water and wastewater depreciation has been funded in
Councils 2024-2034 Long Term Plan over 8 years with a 5% annual increase
and that stormwater depreciation was not funded at all.

- Undertake to fully fund water and wastewater interest on loans from rate
funding in 2026/2027 as indicated in the Long Term Plan

- The levels of service capital projects total cost have been reviewed to
acknowledge and separate out the portion relating to capital renewals

f) Adopts the Water Services Delivery Plan and agrees for it to be submitted to the
Department of Internal Affairs by 3 September 2025.

g) Authorises the chief executive to finalise and certify the Water Services Delivery
Plan for submission.

h)  Acknowledges the risk of intervention should the plan not be accepted and
notes steps taken to mitigate this.

i) Notes the ongoing uncertainty regarding final wastewater standards and
Council’s intention to respond through future planning cycles.

New j acknowledge the staff and the thousands of hours involved by the team to get
the Southland District Council Water Services Delivery Plan across the line.

(Councillor Ruddenklau left the meeting at 12.01pm.)
(Councillor O’Brien left the meeting at 12.01pm.)
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Public Excluded

Exclusion of the public: Local Government Official Information and Meetings Act 1987

Resolution

Moved Mayor Scott, seconded Cr Keast and resolved:

That the public be excluded from the following part(s) of the proceedings of this meeting.
C8.1 Update on Council land in Riverton

C8.2 Potential disposal of Council owned property - Te Anau

C8.3 Options for delivery of regional heritage services

C8.4 Forest Management and Harvest Plan 2025/2026

The general subject of each matter to be considered while the public is excluded, the reason
for passing this resolution in relation to each matter, and the specific grounds under section
48(1) of the Local Government Official Information and Meetings Act 1987 for the passing of

this resolution are as follows:

General subject of each matter to be
considered

Reason for passing this resolution in
relation to each matter

Ground(s) under section 48(1) for the
passing of this resolution

Update on Council land in Riverton

s7(2)(a) - the withholding of the
information is necessary to protect
the privacy of natural persons,
including that of a deceased person.

That the public conduct of the whole
or the relevant part of the
proceedings of the meeting would be
likely to result in the disclosure of
information for which good reason
for withholding exists.

Potential disposal of Council owned
property - Te Anau

s7(2)(h) - the withholding of the
information is necessary to enable the
local authority to carry out, without
prejudice or disadvantage,
commercial activities.

That the public conduct of the whole
or the relevant part of the
proceedings of the meeting would be
likely to result in the disclosure of
information for which good reason
for withholding exists.

Options for delivery of regional
heritage services

s7(2)(c)(ii) - the withholding of the
information is necessary to protect
information which is subject to an
obligation of confidence or which any
person has been or could be
compelled to provide under the
authority of any enactment, where
the making available of the
information would be likely to
damage the public interest.

s7(2)(g) - maintain legal professional
privilege.

That the public conduct of the whole
or the relevant part of the
proceedings of the meeting would be
likely to result in the disclosure of
information for which good reason
for withholding exists.

Forest Management and Harvest Plan
2025/2026

s7(2)(h) - the withholding of the
information is necessary to enable the
local authority to carry out, without
prejudice or disadvantage,
commercial activities.

That the public conduct of the whole
or the relevant part of the
proceedings of the meeting would be
likely to result in the disclosure of
information for which good reason
for withholding exists.
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Councillor Wilson requested that his dissenting vote be recorded for item C8.3 - Options for
delivery of regional heritage services being taken in public excluded.

The public were excluded at 12.02pm.

The meeting adjourned at 12.02pm and reconvened at 12.05pm.

Councillor O'Brien returned to the meeting at 12.05pm.

Councillor Ruddenklau return to the meeting at 12.08pm.

Councillor Byars left the meeting at 12.28pm and returned at 12.30pm.

The meeting returned to open meeting at 12.32pm and adjourned for lunch.
The meeting reconvened at 2.18pm.

The meeting returned to public excluded at 2.19pm.

Resolutions in relation to the confidential items are recorded in the confidential section of these
minutes and are not publicly available unless released here.

The meeting concluded at 3.11pm. CONFIRMED AS A TRUE AND CORRECT RECORD OF A
MEETING OF THE COUNCIL HELD ON WEDNESDAY
13 AUGUST 2025.

DATE: 27 AUGUST 2025

CHAIRPERSON:
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TR oot
Investment and Liability Management Policy =

Group Responsible: Group Manager of Finance and Assurance
Date Approved: 13 August 2025

Effective from: 13 August 2025

File Mo: R/25/8/38200

1.0 Owverview

The Local Government Act 2002 requires local authorites o adope an Investment Policy and a Liahiliry
Management Policy.

The Investment Policy 1s designed to ensure that the Anancial resources of the Couneal are managed m an
efhcient and cffective way. 1 sets out how Counel can utihse hunds from the sale of assets, what should
be done with the investment income and so on.

The Liabiliry Management Policy is designed m provide a framework for prudent debr management and
sets out how Council may wish to use debr as a funding mechanism.

Council has 2 structure of responsibilifes and reporting hnes to ensure the appropriate managgement and
accountability of the hability and investing activibes,

Southland District Council PO Box 903 L 0300 TI2 TR
T Rotee Phtas o Muribikiy 15 Fath Sreet @ sdogsouthlanddcgovine
westment Policy ard Liability Management Policy nvercargil 9640 | ok southlanddogoving

LA 25
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SOUTHLAND
DASTRICT COUNCIL
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L0 Overview 1
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Responsilalines 3
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Introduction 4
Objectives 4
Investment Mix 5
Aoquisibon of New Invesmments 5
Application of Returns from Investments &
4.0 Liability Management 12
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Oibjeenves 13
Specific Borrowing Limits 13
Debt Repayment 14
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2.0 Structure

Organisational Structure

‘The organsanonal chart For the finance activity 13 as Follows:

Responsibilities

The key responsibilities of the above positions are as follows:

Cauncil

Council approves this Policy and any changes to this Policy,

T adchirion, Council has responsibaliny for

-

approving the long - term financial position through the Long Term Plan (1P and assocrated Anancial
steategy along with the adopted Annual Plan

approving delegations to the Chief Executive

approving delegations 1o the Finnce and Assurance Committee in relation o this Policy as part of the
Committer’s terms of reference (such as overseeing the mreasury fnction, recetving reports o reasury
actvities and dsks, approving associated straregies and reviewang/recommending the policy o Counel)
approving all exrernal Council borrowing outside of the approved budger. The approved budger for
the financial year compnses the base budget approved by Counal through the LTP or Annusl Plan,
along with any adjustments formally approved dunng the year for unbudgeted expendinure, forecasnng
changes and carry forwards by those wath delegated authonty

approve membership to Local Government Funding Ageney (LGFA) including CCO/CCTOs,

Chief Executive (CE)

The CE 13 responsible for ensunng the adopted Policy 13 effectvely implemented and admmistered in
accordance with its terms, and thar all reporang requirements are fulfilled. To enable this, Council
delegates authoory 1o the CE as stared m its published Delegarions Manual, Unless expliatly prolalired by

Page| 1

Minutes

Page 13



) SOUTHLAND
Council DISTRECT COUNCIL

13 August 2025
g =

SOUTHLAND
DNSTRICT COUNCIL

<

the Policy or legizlation, the CIL may sub-delegate duties and responsibilities to other officers, in
accordance with Council’s published Deleganons Manual.

In addiion to the Hpm'iﬁﬂ! delegated suthonnes, Council expects the CF 1o

+  ensure compliance with this Policy

+  review this Policy ar least once every three years to ensure legislanve compliance, effective financial
risk management, and alignment with Councils strategic and Anancial poals. The CI must report the
outcomes of the review to the Finance and Assurance Committee, including any recommended
changes to the Policy

= report quarterly the Finance and Assurance committee on deli and hiquiding levels, interesr rane risk,
and other issues including any non-compliance with this Policy

+  mecommend to the Finance and Assurance committee relevant investment, borrowing and nsk
MHEANAEEmEnt stratemes

+  receive adviee of any nen-compliance with this Policy, and any significant cvents

+  sign compliance certificates under borrowing and hedging agreements (including under secuon 118 of
the Local Government Act 2002), and instructions to the Trustee under Council’s Debenture Trust
Dceal, as required.

3.0 Investment

Intreduction

This Investment Policy has been prepared pursuant to Section 102(1) of the Local Government Act 2002
(the “Act”), which requires the Couneil to adopt an Investment Policy and a Liability Management Policy.
Section 103 of the Act sets out what must be included i an Investment Policy.

Council generally holds mvestments for strategic reasons where there is some community, social, physical
or economic benefir accruing from the invesment acriviry.

Council's ranenale for retaining investments i5:

«  strategic assers are o be held by the Council, for public good

+ o cam from steategze investments 2 cash Qow for investiment in community wellbeing

+ 1o prudently manage cash fows within annual budger parameters.

Council 15 a risk conscious entity and does notwigh to incur additional risk From its treasury activities.
Aceordingly, Counal’s pnmary objective when mvestng is the protection of its initial investment and
generating a commercial reburn on strategic investments 15 considered a secondary objective.

Objectives

The key investment policy objectives are wo:

+  provide a framework for the prodent and effectve management of investments

+  ensure that investrments are managed in accordance with current governing legislation and Council's
strategic and commercial olsjectives

+  manage Investments in a sustanable and equitable way, haning regard to current and future gencrations

= recogmise the community ownership of these assers and the need For a balanced investment,/ nsk profile

+  ensure Council assets are managed prudently and adequately safepuarded

weatment Palicy and Lisbiily Managemernt Policy

25/06/2025 Page| 4
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+  safeguard Council’s financial market investments by establishing and regularly reviewing investment
parameters and ensunng all investment achvities are camied out within these paramcters

+  maximise interest income on freasury investments, within a prudent level of investment nisk. Council
recopmses that as a responsible public authority any treasury vestments that it docs hald should be of
relatvely bow risk. Tralso recognises that lower nsk generally means lower retums

+  muaintain and increase the real capital value of the external managed funds

+ ensure funds are avalable o mect Council’s needs

+  maintain professional relarionships with the Council's bankers, financial market participants, fund
managers, tmustees and other stakeholders

+  regulardy review the performance and ereditworthiness of all nvestments

+  maintun procedurcs and controls and provide tmely and accurate Bnancial and managoment
infommation,

‘These objectives will be achieved by having regard to:

+  the mix of investments that Council will utilise

+ the process for the acquisition and divestment of new investments
+  the management and assessment of nsk

= the need for appropriate management and reporting procedures.

Investment Mix

Council has a portfolio of inves mmenes: ar any tme, these could comprse:

* IrEnsury myvesiments
+  clireet equity iInvestments

*  property
+  other property investments = Community Housing
+  foresmy

= loans, advances for community development purposes
« nrernal loans
+  gxternal managed funds that could include equities.

The decision on which mix of investments Council will hold ar any time will be based on the purpose For
which the funds were acguired and the market conditions at the nme,

Acquisition of New Investments

With the exception of treasury investments and internal loans, new investments are acquired it an
opportunity arises and approved by Council resolution, based on advice and recommendations from
management. Before approving any new investments, Council gives due consideration to the contribution
the investment will make in fulfilling Counal’s stratepic objectives and the financial rsks of owning the
myvestment.

The authonny o acquire and dispose of easury invesments is delegaied 1o the General Manager of
Finance and Assurance,

vestment Policy and Lisbasty Mansgement Policy

25/06/2025 Page|5
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Application of Returns from Investments

Some reurns are earmarked for specific purposes, but generally retums on Council investments are
applied to give equal benefir to the District catepayers by application in a pro-rata basis ro oftfset the costs
of District services,

Direct Equity Investments

Nature of Investment
Direct equity investments ave held for strategic purposes only and include inrereses
+ Civic Financial Services Limited (13,715 shares)
Civig Financial Services i3 2 specialist Local Government insurange company
+  Milford Sound Lourism Limited (2,000 shares)
The role of Couneil 15 to Facilitate and co-ordinate development and operations at Milford
Seound/ Pragéodade and Council’s intention i to retun its sharcholding in the company.
Rationale for Holding Investment

The Couneil may hold equity for non-mvestment purposcs, provided that the holding is in haetherance of
its purpase under the Local Government Act 2002,

‘To have the ability to utilise cquity investments where necessary to:

+  achicve the desired level of retums; and/or

= to provide a diversified investment portfolio.

Cisposition of Revenue

These investments are held for straregic reasons only and not for investment purposes.

As such these investments derve minimal or no revenue to Couneil in the form of dividends. If they do
generare sufficient revenue including dividends, these wall be used o offser general eates,

Risk Management

Investments in Civie Financial Assurance Lrd and the Milford Sound Tourism Limited are held for
strategic purposes. For any other equity investments, Council reviews the performance of the trading
enterprises at least annually to ensure that strategic and financial objectives are being achieved.

Dispositions and acquisiions require Council approval,
Property

Nature of Investment

‘The Council's first objective is to only own property that is strategically necessary for the economig,
physical and social development of the Southkind District and secondly, to achieve an acceptable rate of
return, Property investments do not include properties for operational purposes.

Rationale for Holding Investment

Council holds investment propertics in order to generate income to offset general rates.

Investment Palicy and Lisbality Mansgement Policy

250672025 Page | &
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‘The Council reviews the performance of its property investments on an annual basiz and ensures thar the
benchits of contnued ownership are consistent with its stated objechves. Any disposiion of these
mnvestments requires the Council's approval.

Disposition of Revenue

Income generated 15 used to offset operanonal expenditure. Surplus Funds will be used to fund future
property projects,

Risk Management

‘The msk i respect of holding investment property is evaluated as low given the location of the properties
and their current and bong-term use.

Rental income iz considered low risk, due to the fixed and long-rerm nature of the lease agreements. [ease
rental is negotiated at the tme the lease expires.

Dispositons and acquisitions require Council approval.
Other Property Investments - Community Housing

Nature of Investment

Council has 69 community housing units available for renral. These houses are located in various
townships across Southland Dismict.

Rationale for Holding Investment
Council retaing community housing to allow people to cononue to live in its local community. The elderly
or people with disalahties are given preference.

Council's philosophics include ensuring that sental charges cover costs {excluding depreciation) and to
continue to maintin the housing at its current high standard. There is no required rate of retum on this
nvestment.

Cisposition of Revenue

Revenue earned from the imvestoment in comemamity housing is retained in the community housing

INvCsImene.
Risk Management

The sk in respect of halding other properry invesmments is evaluared as low given the locaton of the
propertes and their current and long rerm use.

Council's commurity housing activitics are managed by staft in the Property department. They regulady
review Counal’s involvement in community housing, including asscssment of the need tor this asset
within the community.

Disposinons and acquisifions require Coungil approval.

Inveitmient Palicy snd Lisbaity Mansgemarnt Poboy
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Forestry

Mature of Investment

The Council and its predecessor organisations have been involved in Forestry for many years. Council’s
current forestry policy 1 that it will operare and maintain up ro 3000 plnted hectares. The Council
currently mantans approsimately 1,800 hectares of land.

Rationale for Holding Investment

Forestry assets are held az a long-term investment. The overall investment policy of the Council with
regard to Forestry s to masmise probt, with harvesong on a sustainable yicld basis and without any
demand on rates.

Cisposition of Revenue

Any surplus revenue 1s used to oftset rates. Any surplus not used in the vear it was eamed is accumulared
it a forestry reserve and wsed to offset future rates. The use of the reserve in future years, will often be
Trased onan even spread over a number of years o minimise rates flucianons, Approximately $100,000 is
retained for aperating working capiral ar any nime.

Risk Management
Forests are currently rmanaged by a speciabist external party. Forestry activities are reviewed by the Services
and Assers Committee.

Significant risk management strategies include diversity of forest age clisses, insurance against fire and
access to a rural fire fighting force, a mix of species, geographic spread of forests and controlled access.
Retention of the forest is reviewed periodically.

Disposinons and acquisifions require Coungil approval.
Loans and Advances for community development purposes

Mature of Investment

The Council is not a lender and therctore is not generally involved i providing loans or advances.

Rationale for Holding Investment

Council provides loans for commumity development purposes. I'rom time to time, Council has provided a
loan or advance to a community organisanon o Facilitare the ongoing provision of community scrvices or
recreational opporunaties. The loans /myvestments ave not made for hnancial mvestment purposes.

Council sers the terms and conditions for any loans or advances as they are granted. Council will require
gecurity as deemed appropriate for each loan or advance, The security will be the assers or revenue of the
organisation.

Disposition of Revenue

Generally, these loans are to the benefit of the local community and not for financial investment purposes.
Interest will be charped at a eate that is consistent wath Council’s interest rate on internal loans. Any
revenue would be applied to reserves, reduce external debt or offseting general rates.

Inveitmient Palicy snd Lisbaity Mansgemarnt Poboy
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Risk Management

Council will review the performance of its loan advances on a regular basis to ensure the planned strategic
and economie oljectives are bang achieved.

Council monitors the compliance of the borrower with the terms and conditions agreed upon.

All loans and advances documentation are subject to independent legal review prior to finalisation.
Internal Loans

Nature of Investment

Council may urilise s general reserves and surplus funds for inrernal borrewing/lending purposes wo
reduce external debt, thus effectively reducing borrowing costs,

Rationale for Holding Investment

To facilitate the development of Council activities within Council and the community to minimise the
costs associated with borrowing externally,

Disposition of Revenue

Income denived from internal loans is generally vsed to penerate a retum to reserves. Any surplus income
15 uzed ro reduce external debt and/or offser against peneral rates.

Risk Management

Internal loans shall be managed as a treasury investment. Interest rates will be set having regard for
Council's opportunity cost forzone.

Councl may not achieve the opporunity cost due o actual extermal interese cates being different o the
inreresr rare set for any given year as part of the LTP/ Annual Plan process. In this case the retarn 1o
Council may be more or less and will impact on the retum o reserves.

Treasury Investments

Nature of Investment
To provide the ability to utilise a range of financial investments not already specitied in this policy.

Approved treasury nvestments inclade;

CATEGORY INSTRUMENT

Tressury Investrments Call and term bank deposits
Bank cornficates of deposit (RC1s)
Treasury Bills and Government Bonds
LGEA bonds /Floating Rate Motes (FRN) /Commercial Paper (C)
LGTEA borrower notes

With the exception of LGUA borrower notes, the tenm of the mreasury instruments is no greater than one year,

Inveatmaent Palicy sne Lisbiily Mansgemert Policy
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Rationale for Holding Investment

Council's philosophy in the management of treasury investments is o optimise its capital protection and
liquiding obpectives while balancing nsk and retumn consideranons, Council recogruses that as a responsible
pubilic authonty any treasury investments thar it does hold should be low risk, Iralso recognises thar lower
nisk generally means lower returns.

The Council maintaing treasury investments to:

+  invest surplus cash and working capiral funds
= achieve the desired level of retums within acceptable risk parameters
+ investamounts allocared 1o special or resmicted reserves, must funds and special funds
o restricted reserves are the funds thar Councl have no or very lintle control over; or hold on
behalf of another person or entity
o aspecal reserve 15 when funds are held for 2 specitic purpose, with minimal Hexibality on the use
and the funds are not bang used for a longer purpose/ inter-genceational.

Council's primary objective when invesring is the protection and liquidiry of irs investment. Accordingly,
only credit-worthy counterparrics are acceprable. Credit-worthy counterpartics are selected on the basis of
their current Standard and Poor’s (5&T) or equivalent rating, which must be strong or better.

To avoid undue concentration of exposurcs, treasury investments should be used with as wide a range of
counterparnes a5 practicable. Transaction principal amounts and marurities should be well spread where
possible.

Within the above constraints, Council also sceks to:

+  ensure investments are hquid
* masimise investment retucn
*  manage potential cepital losses due o nterest rate movements.

Liquidity nisk is minimised by ensuring that all negotiable measury investments must be capable of being
ligquidated in a readily available secondary market.

Disposition of Revenue

Income denved from Council’s treasury activities will be used to fund Council activities including the
allecation of interest on reserves, offsettng rates and repaying external debt.

Externally Managed Funds

Mature of Investment

Council may mvest 115 unrestricted reserves i externally managed funds, Counel bas a mediom o long-
term investment horizon as it secks o manage investmenits in a sustinable and equitble way, having
regard to both current and future penerations of ratepayers.

Council would purchasce units in a N2 managed fund or funds.

Where practical, investments will be macde considering the ethical pracnices of de inves ment ennry.
Council's inrennon for the Funds is mo avold diceer involvemenr with indusmes thar have a neganve
impact on society and the environment, This includes:

+  aleohol

Investment Palicy and Lisbilily Management Palicy
25/06/2025 Page| 10

Minutes Page 20



) SOUTHLAND
Council DISTRECT COUNCIL

13 August 2025
g =

SOUTHLAND
DNSTRICT COUNCIL

+  tobacco
+  mulitaryfweapons
+  labour pracnces.

Rationale for Holding Investment
Council mantains externally managed funds to:

«  muaintain, protect and increase the real capital value of the pancipal amount invested including the
unrestricred reserve fund value ar the end of a firancial year. Real capiral value is the value thar has been
adjusted for the effect of inflation

+  maintun houidiey and access to cash if needed

+  chstmbute a porton of returns to subsichse rates revenue.

+  diversity the investment of Couneail's unrestricted reseeves, Unreesericted reserves are made up of:

o gencral reserves being the funds that are fully under the control of Council, and do not have a
speciflc purpose Or any resichons

o designared reserves are alzo controlled by Council, and sourced for a specific purpose, bur the
funds can be hold for a lonper period and withstand longer term investments impacts.

Disposition of Revenue

The managed funds are expected to retorn (hefore foes and taees) at least 3% per annom. Couneil will
consider as pare of its planning process what is appropriate 1o subsidize rates revenue and what should be
accrued back to its reserves, having regard to its rationale noted above, The actual disposition may differ
from that planned as a resule of the actual reruens being more or less than budgered again having regard to
the rationale above,

Income denved from managed funds, is penerally used o offser general eates with any sorplus income
used to provide a return on reserves. Surplus income is either re-invested in the managed fund(s) or
withdrawn.

Annually, Council will evaluate whether to reahise any capital gauns that have been accumulated by the
managed funds over the penod, Overall the objeetive is to hold the managed funds for the medium o
long tenm.

Risk Management

Council has a preference to mvest indirectly in externally managed funds that are managed by a suitably
qualificd fund manager(s) and be managed within the below cnrena

Council's nsk pmﬁh.: is considered moderate for financial investment purposes and therefore seeks to
invest in a ‘balanced” managed fund where there is a mix of capital growth and income asset types when
wnitally investng with an external fund, Counal will buy units in an estblished externally managed fund
but could appoint its own Investment manager.

The strategic asser allocation and fachcal mnges are provided in the ft:lllntring tabile

ALLOCATION BENCHMARK RANGES % ONIMITIAL  RAMNGE % ON ACTIVE
INVESTMENT INVESTMENT

Total growth assets 0% H0-60"% 33%6-65"0

Toral mcome assets 50%n H0-60"% 33%0-63"0

Investment Policy and Lisbality Managemernt Policy
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Growth assets include approved asset types; histed domestic and international equities and listed property
shares. Income assers include asset types such as; cash, teom deposits, domestc and international Hoating
and fived rate debt secunties. Any other asset types must be approved by Council before any investment
i3 made.

The above ininal investment sange 5 the masirmuem allowed when investing into a managed fund,

Following the approval of inibal nvestment fund manager; there could be a 15% fAuctuation due to the
asset positoning and market value ranges from ime to time, This allows small vanations on the initial
investment range.

If a fund's allocation falls outside the 35% - 653% range at quarter-end, the deviation must be:

+  Formally reported o the F& A Committes,

+  Supported with an explanarion of the vartnce and relevant mardket contest,

+  Accompanied by the proposed corrective action.

Council will report the average investment across the external funds to determine Council’s range on a
monthly basis.

Investments may be hedged back 1o NZD.

The counterparty nsk policy set out in sechon 4 does not apply to externally managed tunds. The
nvestment guidelines are set out in Appendix L

At least quarterly reporring is provided on the performance of the managed fund(s). Annually the fund
performance is benchmarked to other similar funds.

Council approval 15 required i eelation to the amount of funds placed or withdeawn from extemnally
managed funds cutside of the approved budget or to change or appoint new external managed
Funds/ fund managers.

4.0 Liability Management

Introduction

This Liability Management Policy has been prepared pursuant to the Iocal Government Act 2002; section
102(1) which requires the Council t adopt a Liability Management Policy and section 1M which cutlings
the contents of the policy.

Generally, Council borrows to provide funding for the following acivitics:

+ fund Council capital expenditure requirements

+  manage timing differences between cash inflows and outflows

+  cover special “one-off projects

+  fund assets with interpencranonal qualitics

+  manage tming differences in the rebalancing of its intemal boan portfolio into extemally managed funds.
Total debt levels are determined through Council's Long-"Term Plan (L'TP) and Annual Plans. Council
approves this borrowing requirement for each financial year in the Annual Plan or LTP or by resolurion
during the year.

Inveatmaent Palicy sne Lisbiily Mansgemert Policy
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Objectives
+  ensure Council has appropriate working capital funds available to camry out its plans as outlined in its
LTTP and Annwal Plan

+  ensure that Council has an on-going ability o meet its debts in an orderly manner as and when they fall
due in both the short and long teem, through appropeate hquidity and funding nsk managemoent

+  arrange appropriate funding facilines for Council, ensunng they are at market related margins ublising
bank delat facilitics and/or capital markets as appropnate

+  mmaintin lender and LGEA relaionships and Counal geneeal bormowing protile in the local delr and, it
applicable, capital markers, so thar Counal s able to fund 10 activinies appropriately at all nmes

+  control Council’s cost of borrowing through the effective management of its interest rate risks, within
the interest rate risk management limits established by this policy

+  ensure compliance wath any Bnanang/borrowing covenants and mtios

+  runtun adequate intemal controls to mimgate operatnonal nsks

+  produce accurate and fimely reports that can be relied on by semor management and Couneil for control
and exposure monitoring purposes in relation to the debt raising activities of Council.

Council will manage its borrowing activities prudently to ensure the best interests of the District are
maintained. To undertake this, the following will be considered in conunction with every fransachon
undertaken:

*  cost minimisation
= cost stbilisation,/nsk management.

Specific Borrowing Limits

Total debt levels are mainrained ar a prudent level and will be managed within the following limirs:

ITEM BORROWING LIMIT

Net debr as a percentage of total revenue <175%
MNetinterest as a percentage of totl revenue <10%
Metinterest as a percentage of rates revenuge <15%
Lagquidity {external, borrowang +available commutted loan faclitics + =110
available liquid investments as a percentage of existing extermnal debt)

+  wotal revenue is defined as cash earnings from rates, government grants and subsidies, user charges,
interest, dividends, financial and other revenue and excludes non-government capital contributions
feg developer contmbutions and vested assets)

«  met debt is defined under the financial prudence regulations as financial Liabilities less financial assets
(treasury investments, managed funds). External debt that is specific borrowing, for on-lending to a
CCOSCCTO s netted with the corresponding loan asser for the TGEA covenant caleulation

+  financial Habilites in relation o net debr inclade

o external loans
o employee entitlements and benefir liabilines
o contract retentions and deposits
o development and finaneal contributions
+  financial assets in relation o net debst is

Inveatmaent Palicy sne Lisbiily Mansgemert Policy
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o externally managed funds
O INVEStMEnts In associates
+  met interest is defined as the amount equal to all interest and financing costs less interest income for
the relevant period
+ annual rates revenue is defined as the amount equal to the toral revenue from any funding
mechanism authorised by the Local Government (Rating) Act 2002 rogether with any revenue received
from other local authorines for services provided (and for which the other local authorities rate)
+  liquid investments are unencumbered assets defined as being:
o overmnight bank cash deposits
o wholesale/retail bank teom deposits no greater than 31 days
o bank issued registered certificates of deposit less than 181 days
o managed equity funds accessible within 30 days.
= external debr funding and associared invesmment acriviry relaning o pre-funding is excluded from rhe
liquidity ratic caleulation
+  Anancial covenants are messured on Councl only
*  disaster recovery requirements are to be met through the hquidity ratio.
+  the definitions above are based on finaneial prudence regulations. The definitions and fonmula for
LGEA have a ditterent methodology. Council must also comply with these covenants too. This s
attached to the policy as appendix 2. Council has an obliganion o comply with both.

Debt Repayment

Drelat levels are indicated through Counal’s LTP or Annual Plans, Couneil's Annual Reporr will conrain
infarmation to allow actual debt levels 1o be compared with those forecasted.

Loans muised for speaitic projects will generally be repaid through vser charges or rates. Loans eased for
local purposes will generally be repaid by the ratepayers in the relevant local area. Surplus Council funds
and proceeds from the sale of investments and assers will be reviewed periodically by Council with a view
to repaying debt, or for funding capital projects.

The Couneil may cepay debr before mamrity in special cses where the drcumstances suggest thar this
would be in the best interests of the District.

Dbt will be repaid as it falls duc in accordance with the applicable borrowing arrangement. Subject to the
appropriate approval and debt limits, a loan may be rolled over or re-negotated as and when appropriate.

Guarantees/contingent liabilities and other financial arrangements
Coungil may act as 2 guarantor to (OO, financial insnmnons on loans when the [purposes of the loan are
in line with Council's strategic objectives.

For any outstanding guarantees, Council wall ensure that sufficient Anancial capacty exists relatve to
LGEA lending covenants, Unless approved by Counal, guarantees or financial arrangements given will nor
exceed NS million in aggregate.

Council 15 not permitted to provide any guarantes of indebredness in fwour of any loans ro CCTOs under
Sechion 62 of the Local Govemment Act.

Investment Palicy and Lisbality Mansgement Policy
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For any guarantee for indebredness provided by Council to a CCO that borrows directly from the LGEA
or bank lender, Councl will approve the specibic borrowing and guarantee arrangement.

Internal Loans

All Couneil investments may be used as a source for internal loans i eelanon o expenditure of a capital
for one off) nature related 1o any activity that would otherwise be funded by external loan,

‘The teem of any internal loan shall not be more than 30 years and will be scr after taking into account the
ability of rateparyers affected, to pay, altemative uses of the funds and the life of the assets to be funded.
‘The teem set will be subjeet to review dunng rthe course of the loan.

The interest rate 1o e applied to iternal loans for any given year will be developed as part of Council’s
Long-Term Plan or Annual Plan. To remove any doubr, the interese rate caloulated will be the interest rane
used for that year for budgening and the calculation of any end of year actual results.

‘The method of caleulation and the resulting interest rate will be resolved by Council as part of this annual
process. In developing the method of caleulation, Counctl will consider its investment policy abjective,
which 13 to cbitamn the net opportunity cost of not having the funds invested extemally. Couneil will also
consider s present and future financial posiion as well as marker condinons,

After taking into account faimess and equity, Council can resolve to apply a lesser interest rate than the
interest rate calculated where it agrees the circumstances are such thar it is warranted.

Security

It 13 Council’s general policy to offer security for its borrowing and risk management activities by way of
negatve pledge or a charge over its rates offered through a Debenture Trust Dieed. Under a Diebenture Trust
Deed, Counal’s borrowing is secured by a leanng charge over all Counal rates levied under the Local
Government Rating Acr. The security offered by Council ranks equally or pan passu with other lenders,

In the normal course, the Couneil's policy is not to offer a puarantee or secusty over any of the other
assets of the Council. However, the Council may decide to offer security over the asset:

+ where bomowing is by way of hnance lease, or some other form of wade eradic under which it s nommal
prictice to provide secunty over the ssset concerned, or
= where rhe Council considers doing so would help further iss communiry goals and objecnives,

Any lending to a CCO or CCTO wall be on a secured basis and be approved by Counail,

Interest Rate Exposure

Interest rate nsk management refers to managing the impact that movements in interest rates can have on
Council's cash flows. This can have both a positive and/or negative impact. For each $10 million of
borrowings a 1% mncrease in inlerest rates mcreases Council’s bormowings coses by $100,000 ({0.78% impact
an rates of §78 million).

The primary objective of interest rate risk management is to reduce uncertainty relating to interest rate
movements through fang hedging of wholesale interest costs. Certainty around mrerest costs is to be
achieved through the proactive management of underlying interest rate cxposures.

Inveitmient Palicy snd Lisbaity Mansgemarnt Poboy
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When actual debt amounts are at §20 million or above it is mandatory that the interest rate exposures of
Council are managed according ro the s detaled in the following mable. Council's pross external core
debt forecasts (less any pre-funded debt amounts) must be within the following fived / floating interest rate
risk control limits:

FIXED RATEHEDGING PERCENTAGES

Term (months) Minimum Maximum
Fixed Rate Amount Fixed Rate Amount
0 - 12 months 40%% D0
13 - 24 months 404 T
25 - 36 months 35% 85%
37 — 48 months 30 Bil¥a
49 — 60 months 25% T5%
61 = 72 months 20 Tl
75 — B4 months 0% 65%
#5 — 96 months 0% 6l
97 — 108 months 0% S0
108 — 14 months 0% L
121 — 132 months 0% St
133 — 144 months 0% 25%
145 — 156 months 0% 25%
157 = 168 months (1% 25%
169 — 180 maonths (1% 25%
181 = 192 months (1% 3%

The fixed inerest rate percentage is calculated based on the average amount of Fxed rate obligations
relative to the average gross external debe for a given period:

This calculation should be conducted on a rolling 12-month basis, retlecting average exposures over time.
This approach provides a consistent, forward-looking measure of interest rate misk, aligned with the
Council's forecast borrowing requirements.

For interest rate risk measurement and management purposes, the Group manager finance and assurance
can approve a rebased, gross external debt forecast for the interest rate nisk management purposes, down
to 80 of the approved dely posinon forecasted inthe LTP. This allows for changes ro the caparal
expenditure program thar can change over ime.

Fixed rate is defined as all known interest rate obhigations on forecast external core debt, mncluding where
hedging mstruments have converted floanng rate obliganons nto fom commitments.

Floating rate is defined as any interest rare obligation subject o movements in the applicable reser rare,

Gross forecast external core debu is the amount of roml external debit for a gven penod. This allows for
pre-hedging in advance of projected physical deawdowns of new debt. When approved forecasts are

Investment Palicy and Lisbality Mansgement Policy
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changed, the amount of fixed rate cover in place may have to be adjusted 1o ensure compliance with the
Policy munimums and mazximums. Pre-funded debt amounts are excluded from the gross debst forecase.

Core debr iz detined as delsr dar s expected to remain fir a period rrfgrv.lrrr than cne year.

A fixed rate maturity profile that is outside the above limits, but self corrects within 90-days is not in
breach o this Policy.

If the Group manager finance and assurance has approved a funding and interest rate strategy; that is
executed within 90 days of a limir being breached: thar wall bring the interest rare risk posinon back into
policy compliance then the policy is notin breach. This straregy must provide for other debr funding
matunty limirs.

If the approved strategy s not achicved under the above cntena then approval is required by the &
Committee or approved interest rate instruments, such as interest rate swaps [or other hedging
mstruments) should be used 1o restore policy comphance.

Any fixed rate hedge with a maturity beyond 13 vears must be approved by Council. The exception to this
will be if Council raises LGFA funding as fixed rate or as a swapped floating rate and this maturity is
beyond 15 years.,

IMedging outside the above risk parameters must be approved by Counal.

Approved interest rate instruments are as follows:

CATEGORY INSTRUMENT

Interest rate nsk menagement Foreard rate agreements (“TRAs™) on:

*  bank bills

Interest rate swaps,/ collars including:

= swap extensions, deferraks and shorrenings
I.!'lﬂ'.‘l'ﬂﬁ-l rake (}Flrl.l'ill'lﬁ [&] 1

*  bank bills (purchased caps and one for one collars)
* interest rate swaptons (purchased swaprions and one for one
cidlars only)

+  one for one collar option structures are allowable, whereby the sold option is marched precisely by
amount and meiurity to the simultaneously purchased option. During the rerm af the aprion, only the
gold sude of the collar can be closed out (e, repurchased) otherwise, both sides must be elosed
simultaneously, The sold option leg of the collar structure must not have a stake rate ‘in-the-money’;

+  selling intercst rate options for the primary purpose of generating, Premium ncome is not perminted
becanse of its speculanve mann;

«  purchased borrower swaptions nust mature within 12 months;

*  Diterest rate options with a matueity date beyond 12 months fat have a sinke sate {exercise rate) highe
than 2.00% above the appropriate swap rare, eannot be counred as part of the Axed mare cover
percentage calculanon;

+  forvard start penicd on swaps and collass to be no more than 36 months from deal date exeept where
the Forward start swap/collar starts on the expiry date of an existing swap/collar and has a notional
amount which is no more than that of the existing swap/collar.

Investment Palicy and Lisbality Mansgement Policy
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Any other interest raze instrument must be specifically approved by Council on a case-by-case basis and
only be applicd to the one singular transacnon being approved. Credit cxposure on these hnancial
mnstruments is restncted by specified counterparty credit limits.

Prudent seleetion of interest rare instruments and mix will help the Council achieve its low debt servicing
eosrs and risk minimesaton objecnves,

Liquidity and Funding Risk Management

Liguidity management refers to the timely availability of funds to Council when needed, without incurming
penalty costs, ‘This takes mto account the ability 1o refinance or saise new debt at a future nme at the same
or more favourable pricing and terms of cxisting facilities.

Council's abiliry 1o readily aracr cost effective bomowing is largely driven by its ability o rare, maintain a
strong eredit rating and manage its relationships with the LGFA and financial institations. To this end it is
the Council’s intention to seck and maintain a strong balance sheet position.

Counal may use a mixture of short-term fachines (which genezally have lower credit marging) as well as
longer term Facilities to achieve an effective borrowing mix, balancing the requirements of hguidity and cost.
Council's objective for funding nsk management s to minimise the sk of bige conceneratons of debr being
reizsued or riised ar a ime of adverse movernents in borrowing marging beyond the Council's control.

The Couneil's policy For guidity and funding risk management is:

+  ensuring that Council's commirted debt faciliies and term loans mamire over a wide ome period

+  extemnal debr plus available committed debr facilines, plus liquid assets must be maintined at an amount
of at least 110% over existing external dels

+  through the LGFA and bank lenders, diversify borrowing over a tange of wholesale ivvestors
and lenders

+  ensuring that bank borrowings arc only sought from approved strongly rated New Yealand
registered banks

+ mmatching expenditure closely 10 1s revenue streams and monsaging cash Oow iming differences

+  maintaining its reasury investments in cash fcash equivalent hguid investments

+  Council has the ability to pre-fund up to 18 moenths of the forceast debr requirements including
re-financings,

When actual debt amounts are at §20 milhen or above it is mandatory that the following hots apply for
managing funding risk. The mamaty profile of the ol commurted funding i cespeet ro all external debr
and committed debt facilities is 10 be controlled by the following system:

PERIOD PUNIMUM 24 MAXIMUM %
0 to 36 months 15 [
37 1o 84 months 25 85
A5 maonths plus L ]

A funding maruriry profile rhar is ourside the above limirs, bur self correcrs within 90-days is not in breach
of this Policy. However, maintaining a maturity profile ourside of policy limirs beyond 90-days requires
specific approval by Couneil.
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‘T minimise concentration risk, the LG A reguires that no more than the greater of N1 100 million or
33% of a Council’s borrewngs from the LGEFA will mamire in any 12-month penod.

Approved debr and hguidiy instroments inchade;

CATEGORY

INSTRUMENT
Cash management, liquidity and borrowing Bank overdrats

Committed cash advance and bank accepted bill
facilities (short rerm and long-rerm loan facilities)

Floating Rate Mote (PR
bixed Rate Mote (M IN)
Commercial paper (CF)/Promissory notes

Credit Risk Management

Counterparty credit nsk is the nsk of losses, realised or unrealised, ansing from a counterparty defaulting
on a financial instrament where the Couneil is a party, Treasury investments, interest rate and foeeign
currency instruments are captured within the policy. The credit risk 1o the Council in a default event will
b weighted differenty depending on the rype of mstroment entered into.

Amounts should be spread amongst 2 number of counterparties to avoid concentratons of credit exposure.

Credit nsk is minimiged by placing maximum prescribed limits for each broad class of non-Government

issuer and Ly lmiting investments and nsk management instruments 1o regstered banks that bave a credat

rafng from i recognised infemarional credir rnng agency. The limir system is as follows;

TOTAL MAXIMUM COMBINED
LIMIT PER COUNTERPARTY

COUNTERPARTY/ISSUER

MINIMUM 5&P LONG
TERM/SHORT TERM CREDIT

RATING (SMILLION)*
N7 Govemment AMHIA-LH Unlimited
NZ Local Government Funding Agency AASA Unlimited
NZ Registered Bank (per bank) AN JAM-FAAL 150
NZ Registered Bank (per bank) A+IAAA 7.5
* This combined total maximum Limit includes exposure to the counterpartics including treasury
mvestments and risk management mstruments and excludes externally managed fund(s).

In determinming the usage of the above gross himits, the following weighnngs will be used:

* treasury investments (e, bank teom deposieg) = mansaction principal amount

* interest rate nsk management (eg. swaps, FRAs) — tmnsacnion nononal < manrity (vears) x 3%

+  forcign exchange nsk (egrn forward exchange contract) — transacton Face value amount % ((square root of
the maturity (years)) = 15%%).

Fach transaction should be entered into a reasury spreadshect and a quartedy report prepared to show
assessed counterparty actual exposure versus limits. Credit ratings are reviewed on an ongoing basis and in
the event of marenal credit dewngrades should be immediatedy reported 1o the General Manager of
Finance and Assurance and assessed against exposure limirs. If any counterparry’s credit raring falls below
the minimum specified in the above rable, then all practical steps are mken o eliminate the credit exposure
tor theat counterparty as soon as practicable.

nusstment Polioy 3n « Mansosmant Pobi
Inveatmaent Palicy sne Lisbiily Mansgemert Policy

250672025 Fage |19

Page 29



) SOUTHLAND
Council DISTRECT COUNCIL

13 August 2025
g =

SOUTHLAND
DISTRICT COUNCIL

=

A maxinnum combined value that is within $5 million the above limits for the Registered Bank that
Council holds the operatng bank accounts with, and 15 self-comected within 20-days of month end; when
rates are being received, therefore is not in breach of this Policy.

Counterparies exceeding limits beyond the operational clavse should be reported 1o Council,

Foreign currency

Council has foreipn exchanpe exposure through the occasional Foreign exchange transactions that Council
may undertake such as plant and equipment.

Signibicant commitments For foreign exchange can be hedged using foreign exchange contracts, once
expenditure is approved, Forward exchange contracts can be used by the Council, The nmjority of these
transacnions would be small and would cary no significant foreign exchange risk.

Council does not borrow or enter into incidental arrangements within or outside New Zealand in currency
other than bew Aealand currency.

5.0 Other Treasury Management

Council-controlled erganisations and council-controlled trading organisations
Investments and Borrowing mechanisms

To better achieve its strategic and commercial objectives, Council may provide fnancial support in the
form of debt funding directly or indirecdy to CCO/CCTOs.

Guarantees of financal indebtedness to CCTOs are prohibited, but financial support may be provided by
sulseribang for shares as called or unealled capeal.

Any lending arrangement to a CCO/CCTO must be approved by Counal. In recommending an
areangement for approval the General Manager of Finance and Assurance considers the following

+  credie sk profile of the borrewing ey, and the alality w repay wrerest and principal amount
ourstanding on due dare

+ impact on Council’s credit standing, debt cap amount (where applied), borrowing limits with the LGEFA
and other lenders and Councl's future borrowing capacity

+  the form and quality of security arrangements provided

+  the lending rate given factors such as; CCO/CCTO credit profile, extemal Counal borrowing rates,
borrewer note and liquidity buffor requirements, term cte

+  lending arvangements must be documented on a commercial arm’s length basis, A term sheet, including
natters such as borrowing costs, interest payment dates, principal payment dates, secunty and expiry
chate 1 aprectd berween the partes

= accountng and mxaton impact on-lending arrangement.

All lending arrangements must be executed under legal documentation {eg. loan, puarantee) revicwed and
approved by Councl’s independent legal eounsel,

rvestmant Pokoy an ¢ Mansaenmant Pobe
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Local Government Funding Agency Limited (LGFA} and/or Central Government

Despite anything earlier in this Investment Policy, Council may invest in shares and other Bnancial
instruments of the New Zealand LGEA or Central Government and may borrows to Fund that investment,
The Council’s objective in making any such investiment will be to:

+  contribute a portion of s borowing back o the LGEA as an cquity contribution to the LGEA

+  obmin a reum on the invesmment; and

«  ensure that the LGFA has sufficient capital to remain viable, meamng that it continues 45 a source of
debr funding For the Counel,

Because of this dual objectve, Councl may invest in LGEFA shares or Central Government in

circumstances in which the retum on that mvestment 15 potentially lower than the return it could achieve

with altcrnative investments.

If required in connecnon with the investment, Council may also subscribe for uncalled capital in the LOGFA

Despate anything carlier in this Liability Management Policy, Council may borrow from LGEUA or Central
Government and, in connection with that borrowing, may enter into the following related mansactions to
the extent it considers necessary or desirable:

+  provide guarantees of the indebtedness of other local authorities o the LGEA and of the indebredness
of the LGEA itself

+  commit to contributing additonal equity (or subordinated debt) 1o the 1LGIFA if required

+  subscnbe tor shares and wncalled capital in the LGFA scoure s borrowang rom the LGEA and the
performance of other obligations to the LGEA or its creditors with a charge over the Counal’s rates and
rates reveriue.

Suspensory loan as a liability 1o Central Government, where if certain condinons are met, the loan is
forgiven, and the funds are treated as income. If the condibions are not met, then the loan would remain as
debt and the required repayments and obligabons must be fulfilled.

Central Government holds 5,000,000 shares in LGEA, thercfore a portion of the LGEA debt is funded by
Ceniral Government,

6.0 Procedures for Management and Reporting

Cash Management
The finance funcrion is responsible for managing the Council’s cash surpluses and /or deficies.

‘The Councll maintains rolling daly, monthly and annual cash low projections which form the basis of is
eash management activiry. The Counal mantans one mam bank aceount for its operanng cash tlows as
well as other bank accounts for specialist activities such as investment and borrowing requirements.
Individual business units within the Counail do not maintan separate bank accounts.

The Council manages its working capital balances by matching expendinure closely to its revenue streams
and managing cash flow timing differences to its fvour. Daily bank balances are extracted by the Finance
Officer.

Generally, cash flow surpluses from nming differences are avalable for periods less than 90 days,

Cash management activities must be undertaken within the following parameters:
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+  anoptumal daily range of $10,000 s targeted For in the Council's main bank account, with investments
adjusted to balance the current account if requimed

«  cash How surpluses are placed in call deposits, tenm deposits, regstered cernficates of deposits and
ProMmissory notes

+  ameunts invested must be m approved msmuments and within approved credie hmirs

+  the Council has a minimum requirement of holding $3,000,000 for working capital purposes which is
used on an operatdonal basis

+  the use of interest rate nisk management on cash management balances & not permitred,

Internal Controls

The Couneil’s systems of internal controls over cash management and treasury activity includes adequare

segreganon of duties among the core freasury functions of deal executon, confimmanen, settling and

accounting, repoering,

Key intemal cish mangament controls are as follows:

*  electronic banking signatories - chual sigratures are required for all dectronic mnsters

+  authorsed personned - all counterparties are provided with a st of personnel approved to undertake
transactions, standard settlement instruenons and details of personnel able to receive confirmanons

+  reconcilations — a general bank reconciliation is performed daily and a general ledger reconciliation i
performed monthly by the Debrors Offficer {or equivalent) and reviewed by a senor finance staff
member.

‘There are a small number of people involved in treasury activity, Accordingly, strict segregation of duties is
not always achievable. The risk from this is minimised by the following processes:

+  adocumented discretionary approval process for treasury activity
*  regular management reporting
+ operational risk conmol reviews will be undertken periodically
= appropriate organisatonal, systems, procedural and reconciliaton controls exist to ensure:
(a} all treasury activity is bona fide and propedy authorised;
(t) checks are in place o ensure the Council's aceounts and records are updated promptly, accunately
and completely.

The details of any exceptions, mncluding remedial action taken or intended 1o be mken

Legal risk

Legal risks relate 1o the unenforceability of a ransaction due to an organisation not having the legal
capacity or power to enter into the rransaction usually because of prohibitions conmined in legisladon.
While legal risks are more relevant for banks, Council may be exposed to such nisks,

Council will seek to minimise this nsk by adophng policy reganding:

= the use of stnding dealing and serdement insrructions (including bank accounts, authorised persons,
standard deal confirmations, contacts for disputed ransactions) to be sent to counterparties

+  the matching of third-party confirmations and the immediate follow-up of anomulics

+  the use of expert advice

Investment Palicy and Lisbilily Management Palicy
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Financial instruments can only be entered into with banks that have in place an executed International
Swaps and Derivatives Assocanon (151A) Master Agreement with Counal.

Council's internal fappomred legal connsel muse sign off on all docomentanion.

Council must not enter into any transactions where it would cause a breach of financial covenants under
exising contrachual amrangements.

Council must comply with all abligations and reporting requirements under existing funding Faclities and
legnslanive requirements.

Reports

The following reports are produced to monitor treasury actvity and assist Council to understand how the
function i pecforming, Any exceptions involving actions mken outside the scope of this Policy must be
reported to the Chiel executive and Group manager finance and assurance.

REFORT NAME FREQUENCY PREPARED BY RECIPIENT
Danly Cash Posinon Daly Finance otheer | Semor Anance
(Parr of daily reconciliation) or cquivalent staff member
Daily Cash flow forecast to reconcile to Weekly Senior Financial
annually Accountant ACCoUNTant
Weckly cash flow to reconeile to annual Monthly Financial Finanaal controller
budget/ projection accountant Giroup manager
finance and
ASFUCANCE
Treasury Exceptions Report As required | Finance officer | Senior finance
ar equivalent staft member
Treasury Report Menthly Finaneial Finaneial
{reparieng dutl the fnanciad pradence Snritations and accountant controller
LGEA aceranis) Giroup mataget
Policy limir compliznee Fuance and
Borrowing limirs Assurance

Funding and Interest Kisk Posibon

‘Total debt funding facility ublisanon

New rreasury wansactions

Cost of funds vs budget (interest/borrowing
costs vs budger)

Liquidity risk position

Counterparty crodit

Lrelat mraturity profile

Renewal investment

Operating investment

Fxcephons

Treasury Reporr Quarterly Financial Group manager
Indude monthly report along with; accountant finance and

assurance and

Lixternal managed funds report
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REPORT NAME FREQUENCY  PREPARED BY RECIPIENT
A starernent of pohey complimce Firzanee and
Treasury and markets commentary Assu rance
Treasury performance Committee
CCO/CCTO loans and guarantees, Bnancial
amngc'lncnﬁ
Revaluation of fnancal instruments
Trustee Report Az required | Financial Finaneial controller
by the Accountant Chick cxeoutive
Trustee Trustee compary
LGEA Report Annual Financial Financial controller
accountant Chief sxecutive

LGFA

Key focus areas of treasury management

The Fellowing performance measures have been presenbed by Council as the core deliverables.

These provide a direct measure of the performance of the teasury funchon (operanonal performance and

management of debt and mierest rate risk) are 1o be reported 1w Council or an appropnare sub-committee
af Council on a quarterdy and YT basis

-

all treasury limirs must be complhied with including (but not imited to) counterparty credit hinits, dealing

limuts and control limats

all treasury deadhines are 0 be met, incluchng reporting deadhines
the actual borrowing cost for Counal {taking into consideration costs of entering it interest sare nsk
management transactions) shoukd be below the budgeted borrowing costs

the acmal investment retum for Council on the external managed funds are above the budget investmene

TEILIT ATHOUNES

annually the actual total returm on the externally managed funds is compared to average annual total

retum of peer “balanced” managed funds.
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Appendix 1 - External Managed Funds - Investment Guidelines

The guidelines and consteints required by Councl ro be observed by the managed fonds or Invesmment
Manager, a5 applicable are ser out below. For the purposes of these constraints, “Funds” shall relate w the
portion of the investment assets under the management of the Investment Managers.

Where the Funds are invested into an external managed fund(s) or collective investment vehicle (“unis™)
or product Council recognises that the strict application of these guidelines and constraints may not be
possible. The Manager(s) of the externally managed funds will mform Council of its pooled or collective
wvestment guidelnes. Councl expect the Manager(s) toomform them of any mvesiment or managermens
pracrice thar marerially falls outside the guidelines and constraims so thar Couneil can continually reassess
the overall suitability of such an investment approach.

Cash and Term deposits

Council may nvest cash in bank, call, renm deposits or registered certificates of deposit, Where it does so it
may invest in the following:

Bank, call, terr deposits and regisrered certificates of deposit with New Zealand Registered Banks with a
Standard and Poor's or equivalent credit agency, short term eredit raning of “A-1" or stronger. Bank term
deposits have a maturity date of no greater than 3-pears,

To be classified as a cash invesunenr, deposirs must have a mamwriry dare of 31 days or less. Both bank
term deposits and registered bank bills must have a maturity date of no more than 12 months.

MNew Lealand and Inernational Fixed Interest

Investment in an unsecured, senior or secured debr securiry and should have a minimum long-term credir
rating of no less than BBE or short-term credit eating of A-2, as measured by Standacd & Poor's, or
equivalent credit agency.

Commercial Paper issued by a corporate borrower, with a Standard and Poor’s or equivalent credit agency,
short term credit rating of “A-2" ar stronger. The matunty date can be no more than 12 months.

Noinvestments in direet mortgages, subordinared debe, strucrured debe, high vield funk bonds and
leveraged loans should be made.

Equities
Investmenrs must be confined ro publicly lisred widely held securines mading in recognised markers,
MNew Zealand and Intemnational Property Investments

Investment in property entifies that are listed on the New Zealand or intermanonally recogmsed Stock
Fachange,

Investment Palicy and Lisbality Mansgement Policy

25/06/2025 Page | 25

Minutes Page 35



) SOUTHLAND
Council DISTRECT COUNCIL

13 August 2025
g =

SOUTHLAND
DISTRICT COUNCIL

Appendix 2 - LGFA Covenant definitions

Thiz iz an extract from the LGFA covenane Defimnons released in Feboary 2022,

When councils boreow from LGFA they agree to comply with the financial covenants contained in the
following table:

FINANCIAL COVEMANTS LENDING FOLICY COVEMANTS  FOUMDATION FOLICY COVENANTS
Ner Debw / Toral Revenue <173% < 2801%a

et nterest [/ Torl Revenue <HNWa <%
Setinterest {1 Anmoal Rares Income < 25% <%

L aguidity =110% =110%
FINANCIAL YEAR ENDED NET DEBT / TOTAL REVENUE
303 June 2020 <250%:

300 June: 2021 < 300%%

30 June 2022 <300%

30} June 2023 <2954,

30 June 20624 <290%

30 June 20025 <285%

Ag set out in the table above there are two set of covenants that can apply to 4 council:

- The first are the “lending policy covenants™. TF you are a council who does not have an external credit
earing, these apply.
The second are the “foundation policy covenants”, I you are a council who has an external credit
raring these apply. This is 2 rating from one of the major credir raring agencies (Standard & Poors,
Fitch or Moody's). There is also a requirement For the external rating 1o be at least “A™ or higher.

Each year a council that boreows from LGEA 15 required to provide a compliance certificate signed by an
authorsed signatory by 30 November. The certificate shall cenuify as 1o the council’s compliance with the
Anancil covenants as ar 30 June (the Iakince date of te council),

LGFEA's financial covenants and the definition of how they are caleulated form part of LGFA's
Foundanon Policies. Foundanon Policies can only be changed with the approval of LGEA's sharcholders.

The financial covenants are measured at the parent level of the councl {not the consolidated group).
However, Fnllrm-'ing changes approved by Sharcholders in Novenber 2018, 2 council can now apply o
LGEA w have their covenants measured at the group level if this would be a more logical approach
LGEA would see this as being appropriate where a council has some or many of their core council
activities hold within OO,

The definitions that are sct out in the Foundaton Policics are as follows:

Total Revenue is defined as cash earnings from rates, grants and subsidies, user charges, interest
dividends, financial and other revenue and excludes non-government capital contributions (e.g. developer
contributions and vested asses).
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Met Debt iz defined as total debt less liquid Financial assets and investments.

Liguidity is defined as external debot plus committed loan facilines plus liguid investments divided Dy
external debit.

Met Imterest is defined as the amount equal to all interest and fAnancing costs less interest income for the
relevant penod.

Annual Rates Income is defined as the amount equal to the total revenue from any funding mechanism
aurthorised by the Local Governmenr (Ranng) Act 2002 rogerher with any revenue received from other
local authorities for services provided (and for which the other local authorites rate),

Owver recent years LG FA has received a number of questions as to how some of the definiions should be
nterpreted. To help councils with their covenant caleulations LGEA has provided some clanbcanon. This
15 important as LGEA wants all member councils to calculate their covenants on the same basis.

Total Revenue: From 3 council’s revenue there are wo key items that are excluded. The first is non-
government capiral conrributions. This includes development contibutions and any donarions (such as
from a Trust for a community peoject). These are excluded as they are deemed to be non-re-ocouming,
‘The second key item that 1s excluded 13 any non-cash flow wems. "This includes vested assets, found assets,
revalmtion of denivatives and any revaluation of assets (including revaluation of investment property,
forestry and investment portfolies). In addinon, any funding revenue received from the Infrastructure
Funeling and Financing model cannot e mcluded as the dela associated with this s also not meluded.

Net Debt: For calculating net debt LGEA allows the deduction of cash, term deposits and any
investments held within investment portfolios (whether these are ring fenced or not). Investment
portfolios mught typreally melude hsted equities, fsed interest secunities, listed property sccuritics or units
i managed funds, LGEA borrower notes can be deducted, Any eouneil lending to a councl COC or
CCTO can also be deducted but only where the CCO or CCTO s a going concern and not dependent
upon council financial support. Any mark ro market losses that exse with interese ate swaps should not be
added ro debr. Likewise, any revaluarion gains cannor be deducred from debr. LGFA penerally consider
leases 1o be a form of debt. However, the nature of leases can differ, For a council with any material leases
[met photo-copiers etc), they should contact LGTA to agree upon the treatment.

Liguidity: Counals can inchude the unublised portion of commurted standby Esalines, cash, rerm deposits,
any longer-term fixed interest securities that can be sold, any listed equities that are non-core that can be
sold, Any loans to CCOs/CCT0s (that is a going coneermn) that mature within 12 months and will not be
re-financed by the coundl can also be induded. Councils cannot include LGEA bomower notes as they ane
deemed not to be liquid.

Met Interest: Gross interest is caloulared by adding together the walue of all a councils hnancing costs
mchuding interest costs on debt, costs of dervatives (but not any unrealised mark to market movements)
and any costs on commuitted bank facilities. The finance component of a lease payment may also be part of
a council’s interest cost, This needs 1o be agreed with LGFAL To calculate net interest councils can deduc
any interest eamned on cash, rerm deposies, fxed interest and dividends on non-core sted equines.
Councils cannot deduct any foreign exchange gains or unrealised gains on investments,

Annuval Rates Income: In addinon to sates revenue, councils can add on any revenue received from
mncome for which other couneil’s rates. The most commeon of these will be volumetne water charges.
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OPEN MINUTES











Minutes of a meeting of Council held in the Council Chamber, Level 2, 20 Don Street, Invercargill on Wednesday, 13 August 2025 at 10am. (10am – 12.32pm, 2.18pm – 3.11pm (PE 12.05pm – 12.32pm, 2.19pm – 3.11pm)



PRESENT



		Mayor

		Rob Scott

		



		Deputy mayor

		Christine Menzies

		



		Councillors

		Jaspreet Boparai

		



		

		Don Byars

		



		

		Derek Chamberlain

		



		

		Paul Duffy

		



		

		Darren Frazer

		



		

		Julie Keast

		



		

		Tom O'Brien

		



		

		Margie Ruddenklau

		



		

		Jon Spraggon

		



		

		Matt Wilson

		









APOLOGIES

Councillor Sarah Greaney





IN ATTENDANCE



		Committee advisor

		Fiona Dunlop



		Chief executive

		Cameron McIntosh
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[bookmark: PDF1_Apologies]Mayor Scott opened the meeting with a karakia timatanga as follows:



		Mā te whakarongo

Mā te kōrero

Mā te ngakau

Mā te wairua

Mā te manaaki mai

Mā te manaaki atu

Ka puawai te maramatanga

Tihei mauri ora

		Through listening

Through talking

From the heart

From the spirit

Through giving

And receiving respect

Understanding will bloom

This is the essence of life 







1	Apologies



There were apologies for absence from Councillor Greaney.



		[bookmark: PDF2_Resolution_N_3][bookmark: PDF2_Recommendations_N_3][bookmark: MoverSeconder_N_3]Resolution

Moved Cr Boparai, seconded Cr Keast  and resolved:

That Council accept the apology.









[bookmark: PDF1_Leave]2	Leave of absence



There were no requests for leave of absence.





[bookmark: PDF1_Conflict]3	Conflict of Interest



There were no conflicts of interest declared.





[bookmark: PDF1_Extraordinary]4	Extraordinary/Urgent Items



Mayor Scott advised that there was a late item for the agenda which is Adoption fo Southland District Council Water Service Delivery Plan.



The reason why the item was not with the agenda when it was compiled was that the financial information was still being finalised.



The reason why the item cannot wait until a subsequent meeting, is that Council needs to approve the water services delivery plan and it be submitted to the Secretary of Local Government by 3 September 2025.



		[bookmark: PDF2_Resolution_N_4][bookmark: PDF2_Recommendations_N_4][bookmark: MoverSeconder_N_4]Moved Mayor Scott, seconded Cr Frazer and resolved:

That Council pursuant to section 46A of the Local Government Information and Meetings Act 1987, considers the late item Adoption of Southland District Council Water Service Delivery Plan











[bookmark: PDF1_MinutesForConfirmation]5	Confirmation of Council Minutes



		[bookmark: PDF2_ReportName_N_1][bookmark: PDF2_Recommendations_N_1][bookmark: MoverSeconder_N_1]Resolution

Moved Cr Spraggon, seconded Cr Boparai and resolved:

That the Council confirms the minutes of the meeting held on 30 July 2025 as a true and correct record of that meeting.









[bookmark: PDF1_PublicForum][bookmark: PDF1_Confidential]6	Public Participation



Mr Brian Croot representing the Winton Central Bowling Club (in recess) addressed the meeting regarding sewage and water charges, water services to the bowling club, Springford Street club carpark and the mowing of the bowling green.





[bookmark: PDF1_Reports]Reports





		7.1

		[bookmark: PDF2_ReportName_28232]Investment and Liability Management Policy - adoption

Record No:	R/25/7/31697



		

		Financial Accountant – Jo Hooper, Finance Development Coordinator – Nicole Taylor and GM Finance and Assurance – Anne Robson were in attendance for this item.



The purpose of the report was to present the Investment and Liability Management Policy to Council for adoption following consideration by the Finance and Assurance Committee at their meeting in June 2025.



[bookmark: _GoBack]The Investment and Liability Management Policy (the policy) outlines how Council will manage its investments, including what Council will invest in, and how investment risk will be assessed and managed. The policy also outlines how Council can manage borrowings to minimise associated risk. 



The key changes to the policy included:

· clarifying the policy requirements, including better guidance around investment of reserves, and the borrowing controls and limits, to minimise non-compliance areas

· updating definitions to be consistent with regulations

· updating the reporting requirements, roles and responsibilities.





		

		[bookmark: PDF2_Recommendations_28232_1][bookmark: MoverSeconder_28232_1]Resolution

Moved Cr Keast, seconded Cr Duffy recommendations a to d and a new e (as indicated) and resolved:

That the Council:

a)	receives the report titled “Investment and Liability Management Policy - adoption”.



b)	determines that this matter or decision be recognised as not significant in terms of Section 76 of the Local Government Act 2002.



c)	determines that it has complied with the decision-making provisions of the Local Government Act 2002 to the extent necessary in relation to this decision; and in accordance with Section 79 of the act determines that it does not require further information, further assessment of options or further analysis of costs and benefits or advantages and disadvantages prior to making a decision on this matter.



d)	agrees to adopt the Investment and Liability Management Policy (attached as appendix A to the minutes).



New e Request that staff review the Investment and Liability Management Strategy as part of the next Long Term Plan.



Councillors Byars, Chamberlain, Ruddenklau and Wilson requested that their dissenting votes be recorded.









		7.2

		[bookmark: PDF2_ReportName_28237]Proposed update to Delegations Manual

Record No:	R/25/7/32335



		

		Democracy Advisor – Michal Gray and Finance Development Coordinator - Nicole Taylor were in attendance for this item.



The purpose of the report was to provide to Council updates to the Delegations Manual.



Council noted that the manual was being updated with the following changes:

· alterations and further delegations made by the chief executive since the manual was adopted on 19 June 2024

· changes to the formatting of the delegations to community boards and addition of definition for approved budget

· removal of delegations to the Five Rivers Water Supply Subcommittee

· removal of the Investment and Liability Management Policy from attachment A of the manual, with relevant staff delegations now incorporated into the financial delegations section and an adjustment to the treasury delegations for the Finance and Assurance Committee

· changes to Council’s financial and statutory delegations to ensure that they are practical/efficient, align to current staffing structure and current practices

· removal of delegations under the Health (Hairdressers) Regulations 1980

· changes to the non-statutory delegations from the chief executive to staff.









		

		[bookmark: PDF2_Recommendations_28237_1][bookmark: MoverSeconder_28237_1]Resolution

Moved Cr Frazer, seconded Cr Keast and resolved:

That Council:

a)	receives the report titled “Proposed update to Delegations Manual ”.

b)	determines that this matter or decision be recognised as not significant in terms of Section 76 of the Local Government Act 2002.

c)	determines that it has complied with the decision-making provisions of the Local Government Act 2002 to the extent necessary in relation to this decision; and in accordance with Section 79 of the act determines that it does not require further information, further assessment of options or further analysis of costs and benefits or advantages and disadvantages prior to making a decision on this matter.

d)	approves and adopts the Delegations Manual contained in attachment A which includes the following amendments:



	alterations and further delegations made by the chief executive since the manual was adopted on 19 June 2024

	changes to the formatting of the delegations to the community boards and addition of definition for approved budget

	removal of delegations to the Five Rivers Water Supply Subcommittee

	removal of the Investment and Liability Management Policy from the manual with corresponding changes made to reflect proposed revisions to the Investment and Liability Management Policy relating to:

-	powers and responsibilities retained by Council

-	financial delegations for investing and borrowing and approving electronic banking amendments 

-	treasury delegations for the Finance and Assurance Committee

	changes to Council’s financial and statutory delegations to ensure that they are practical/efficient, align to current staffing structure and current practices

	removal of delegations under the Health (Hairdressers) Regulations 1980

	changes to the non-statutory delegations from the chief executive to staff with the following addition to the delegations for the Finance and Assurance Committee:

Treasury

a) 	oversee the treasury function of Council ensuring compliance with the relevant Council policies and plans

b) 	ensuring compliance with the requirements of Council’s trust deeds are met

c) 	recommend to review Council treasury policies (Investment and Liability Management Policy) at least once every three years to ensure legislative compliance, effective financial risk management, and alignment with Council’s strategic/financial goals, and recommending the policy to Council incorporating any changes to the policy to Council.

d) 	approve debt, interest rate and external investment management investment, borrowing and risk management strategy



e)	notes that the delegation changes take effect on the date of this resolution, and that staff will update Council's Delegations Manual accordingly



f)	resolves to discharge the Five Rivers Water Supply Subcommittee.









		7.3

		[bookmark: PDF2_ReportName_28130]Update on Council land at Waikaia – 37 Swalwell Street

Record No:	R/25/5/23921



		

		Manager Property Services – Kevin McNaught and GM Customer and Community Wellbeing – Sam Marshall were in attendance for this this.



The purpose of the report was for Council to consider the land at 37 Swalwell Street, Waikaia, being Sections 1-22, Block II, Town of Waikaia, is not surplus to requirements and is to be retained. 



The Ardlussa Community Board at its meeting on 16 December 2024, resolved to recommend to Council that the land is to be retained.



Council noted that staff are to investigate entering into interim leases/licences with interested parties for (a) the Waikaia Depot and (b) the balance parcels (paddocks) for grazing while the spatial planning process is completed.





		

		[bookmark: PDF2_Recommendations_28130_1][bookmark: MoverSeconder_28130_1]Resolution

Moved Cr Wilson, seconded Cr Boparai and resolved:

That Council:

a)	receives the report titled “Update on Council land at Waikaia”.



b)	determines that this matter or decision be recognised as not significant in terms of Section 76 of the Local Government Act 2002.



c)	determines that it has complied with the decision-making provisions of the Local Government Act 2002 to the extent necessary in relation to this decision; and in accordance with Section 79 of the act determines that it does not require further information, further assessment of options or further analysis of costs and benefits or advantages and disadvantages prior to making a decision on this matter.



d)	acknowledges the position of the Ardlussa Community Board and determines that the land at 37 Swalwell Street, Waikaia being Sections 1-22, Block II, Town of Waikaia, is not surplus to requirements and is to be retained. 



e)	recommends that staff investigate entering into interim leases/licences with interested parties for (a) the Waikaia Depot and (b) the balance parcels (paddocks) for grazing while the spatial planning process is completed.











		[bookmark: _Hlk206057412]7.4

		[bookmark: PDF2_ReportName_28243]Adoption of Southland District Council Water Service Delivery Plan

Record No:	R/25/7/32356



		

		Contractor - Three waters transition lead – Jendi Paterson, Manager Operations and Programming - Geoff Gray  and Chief Executive – Cameron McIntosh were in attendance for this this.



The purpose of the report was for Council to approve of the final Water Services Delivery Plan, as required under the Local Government (Water Services Preliminary Arrangements) Act 2024. 



The report presented confirms that the plan is compliant with the Local Government (Water Services Preliminary Arrangements) Act 2024. It reflects feedback received from the Department of Internal Affairs and incorporates amendments to ensure a compliant and financially sustainable pathway.



Following further executive deliberation and in response to the Department of Internal Affairs feedback, the plan includes fully funding depreciation for drinking water, wastewater and stormwater services from 2027/2028. This change ensures the plan meets the Section 8 sustainability criteria while maintaining Council’s rural service delivery challenges.

The report outlined:

· The legislative framework and journey to date

· Council’s assessment of service delivery models and community consultation

· Key updates made to strengthen the plan in response to Department of Internal Affairs feedback

· The unique rural context and evolving regulatory environment Council continues to advocate within

· The implications of fully funding depreciation on rates.



Council noted that the decision is the culmination of Southland District Council's water reform response which must be submitted to the Secretary for Local Government by 3 September 2025.



(During discussion, Councillor Byars left the meeting at 11.44am and returned at 11.47am.)





		

		[bookmark: PDF2_Recommendations_28243_1][bookmark: MoverSeconder_28243_1]Resolution

Moved Cr Boparai, seconded Cr Ruddenklau  recommendations a to i and a new j (as indicated) and resolved:

That Council:

a)	Receives the report titled “Adoption of Southland District Council Water Service Delivery Plan”.



b)	Determines that this matter or decision be recognised as significant in terms of Section 76 of the Local Government Act 2002 and notes that the engagement followed was as required under the Local Government (Water Services Preliminary Arrangements) Act 2024. 



c)	Determines that it has complied with the decision-making provisions of the Local Government Act 2002 to the extent necessary in relation to this decision; and in accordance with Section 79 of the act determines that it does not require further information, further assessment of options or further analysis of costs and benefits or advantages and disadvantages prior to making a decision on this matter.



d)	Notes that Council’s preferred delivery model is the Adjusted Status Quo (In-House) approach, as previously endorsed.



e)	Notes that the Water Services Delivery Plan is based on the 2024-2034 Long Term Plan with amendments as follows:



-	 Fully fund the water, wastewater and stormwater depreciation from 2027/2028 to meet the financial sustainability requirement under the Local Government (Water Services Preliminary Arrangements) Act 2024. Recognising that water and wastewater depreciation has been funded in Councils 2024-2034 Long Term Plan over 8 years with a 5% annual increase and that stormwater depreciation was not funded at all. 

-	Undertake to fully fund water and wastewater interest on loans from rate funding in 2026/2027 as indicated in the Long Term Plan

-	The levels of service capital projects total cost have been reviewed to acknowledge and separate out the portion relating to capital renewals



f)	Adopts the Water Services Delivery Plan and agrees for it to be submitted to the Department of Internal Affairs by 3 September 2025. 



g)	Authorises the chief executive to finalise and certify the Water Services Delivery Plan for submission.



h)	Acknowledges the risk of intervention should the plan not be accepted and notes steps taken to mitigate this.



i)	Notes the ongoing uncertainty regarding final wastewater standards and Council’s intention to respond through future planning cycles.



New j acknowledge the staff and the thousands of hours involved by the team to get the Southland District Council Water Services Delivery Plan across the line.







(Councillor Ruddenklau left the meeting at 12.01pm.)

(Councillor O’Brien left the meeting at 12.01pm.)






Public Excluded 



Exclusion of the public: Local Government Official Information and Meetings Act 1987

		[bookmark: PDF2_ReportName_N_2][bookmark: PDF2_Recommendations_N_2][bookmark: MoverSeconder_N_2]Resolution

Moved Mayor Scott, seconded Cr Keast and resolved:

That the public be excluded from the following part(s) of the proceedings of this meeting.

C8.1	Update on Council land in Riverton

C8.2	Potential disposal of Council owned property - Te Anau

C8.3	Options for delivery of regional heritage services

C8.4	Forest Management and Harvest Plan 2025/2026

The general subject of each matter to be considered while the public is excluded, the reason for passing this resolution in relation to each matter, and the specific grounds under section 48(1) of the Local Government Official Information and Meetings Act 1987 for the passing of this resolution are as follows:



		General subject of each matter to be considered

		Reason for passing this resolution in relation to each matter

		Ground(s) under section 48(1) for the passing of this resolution



		Update on Council land in Riverton

		s7(2)(a) - the withholding of the information is necessary to protect the privacy of natural persons, including that of a deceased person.

		That the public conduct of the whole or the relevant part of the proceedings of the meeting would be likely to result in the disclosure of information for which good reason for withholding exists.



		Potential disposal of Council owned property - Te Anau

		s7(2)(h) - the withholding of the information is necessary to enable the local authority to carry out, without prejudice or disadvantage, commercial activities.

		That the public conduct of the whole or the relevant part of the proceedings of the meeting would be likely to result in the disclosure of information for which good reason for withholding exists.



		[bookmark: _Hlk205979600]Options for delivery of regional heritage services

		s7(2)(c)(ii) - the withholding of the information is necessary to protect information which is subject to an obligation of confidence or which any person has been or could be compelled to provide under the authority of any enactment, where the making available of the information would be likely to damage the public interest.

s7(2)(g) - maintain legal professional privilege.

		That the public conduct of the whole or the relevant part of the proceedings of the meeting would be likely to result in the disclosure of information for which good reason for withholding exists.



		Forest Management and Harvest Plan 2025/2026

		s7(2)(h) - the withholding of the information is necessary to enable the local authority to carry out, without prejudice or disadvantage, commercial activities.

		That the public conduct of the whole or the relevant part of the proceedings of the meeting would be likely to result in the disclosure of information for which good reason for withholding exists.







Councillor Wilson requested that his dissenting vote be recorded for item C8.3 - Options for delivery of regional heritage services being taken in public excluded.





The public were excluded at 12.02pm.



The meeting adjourned at 12.02pm and reconvened at 12.05pm.



Councillor O’Brien returned to the meeting at 12.05pm.



Councillor Ruddenklau return to the meeting at 12.08pm.



Councillor Byars left the meeting at 12.28pm and returned at 12.30pm.



The meeting returned to open meeting at 12.32pm and adjourned for lunch.



The meeting reconvened at 2.18pm.



The meeting returned to public excluded at 2.19pm.







Resolutions in relation to the confidential items are recorded in the confidential section of these minutes and are not publicly available unless released here.





The meeting concluded at 3.11pm.	CONFIRMED AS A TRUE AND CORRECT RECORD OF A MEETING OF THE COUNCIL HELD ON WEDNESDAY 13 AUGUST 2025.









DATE:  27 AUGUST 2025
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Investment and Liability Management Policy

Group Responsible: Group Manager of Finance and Assurance
Date Approved: 13 August 2025

Effective from: 13 August 2025

File No: R/25/8/38200

Overview

The Local Government Act 2002 requires local authorities to adopt an Investment Policy and a Tiability
Management Policy.

The Tnvestment Policy is designed to ensure that the financial resources of the Council are managed in an
cfficient and effective way. It sets out how Council can utilise funds from the sale of asscts, what should
be done with the investment income and so on.

The Liability Management Policy is designed to provide a framework for prudent debt management and
sets out how Council may wish to use debt as a funding mechanism.

Council has a structure of responsibilities and reporting lines to ensure the appropriate management and
accountability of the liability and investing activities.

Southland District Council PO Box 903 & 0800732732
Te Rohe Potae o Murihiku 15ForthStreet | @ sdc@southlanddc.govtnz
Investment Policy and Liability Management Policy Invercargill 9840 | 4 southlanddc.govtnz
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Organisational Structure

‘The organisational chart for the finance activity is as follows:

T
Financial Accountant
P

Senior Accountant

Responsibilities

The key responsibilities of the above positions are as follows:

Council
Council approves this Policy and any changes to this Policy.
Tn addition, Council has responsibility for:

«  approving the long-term financial position through the Long T'erm Plan ('TP) and associated financial
strategy along with the adopted Annual Plan

* approving delegations to the Chief Iixecutive

* approving delegations to the Finance and Assurance Committee in relation to this Policy as part of the
Committee’s terms of reference (such as overseeing the treasury function, receiving reports on treasury
activities and risks, approving associated strategics and reviewing/recommending the policy to Council)

* approving all external Council borrowing outside of the approved budget. The approved budget for
the financial year comprises the base budget approved by Council through the LTP or Annual Plan,
along with any adjustments formally approved duting the year for unbudgeted expenditure, forecasting
changes and carry forwards by those with delegated authority

* approve membership to Local Government Funding Agency (LGFA) including CCO/CCTOs.

Chief Executive (CE)

The CE is responsible for ensuring the adopted Policy is effectively implemented and administered in
accordance with its terms, and that all reporting requirements are fulfilled. 'To enable this, Council
delegates authority to the CE as stated in its published Delegations Manual. Unless explicitly prohibited by

Investment Policy and Liability Management Policy
25/06/2025 Page |3
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the Policy or legislation, the CI. may sub-delegate duties and responsibilities to other officers, in

accordance with Council’s published Delegations Manual.

Tn addition to the specified delegated authorities, Council expects the CE to:

«  ensure compliance with this Policy

* review this Policy at least once every three years to ensure legislative compliance, effective financial
risk management, and alignment with Council’s strategic and financial goals. The CIZ must report the
outcomes of the review to the Finance and Assurance Committee, including any recommended
changes to the Policy

e report quarterly the Finance and Assurance committee on debt and liquidity levels, interest rate risk,
and other issues including any non-compliance with this Policy

« recommend to the Finance and Assurance committee relevant investment, borrowing and risk
management strategies

*  reccive advice of any non-compliance with this Policy, and any significant cvents

e sign compliance certificates under borrowing and hedging agreements (including under section 118 of
the Local Government Act 2002), and instructions to the Trustee under Council’s Debenture Trust
Deed, as required.

3.0 Investme

Introduction

This Investment Policy has been prepared pursuant to Section 102(1) of the Local Government Act 2002
(the “Act”), which requires the Council to adopt an Investment Policy and a Liability Management Policy.
Section 105 of the Act sets out what must be included in an Tnvestment Policy.

Council gencerally holds investments for strategic reasons where there is some community, social, physical
or economic benefit accruing from the investment activity.

Council’s rationale for retaining investments is:

«  strategic assets are to be held by the Council, for public good

¢ to earn from strategic investments a cash flow for investment in community wellbeing

¢ to prudently manage cash flows within annual budget parameters.

Council s a risk conscious entity and does not wish to incur additional risk from its treasury activitics.
Accordingly, Council’s primary objective when investing is the protection of its initial investment and
generating a commercial return on strategic investments is considered a secondary objective.

Objectives
‘The key investment policy objectives are to:

«  provide a framework for the prudent and effective management of investments

*  ensure that investments are managed in accordance with current governing legislation and Council's
strategic and commercial objectives

*  manage investments in a sustainable and equitable way, having regard to current and future generations

*  recognise the community ownership of these assets and the need for a balanced investment/risk profile

* ensure Council assets are managed prudently and adequately safeguarded

Investment Policy and Liability Management Policy
25/06/2025 Page |4
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* safeguard Council’s financial market investments by establishing and regularly reviewing investment
parameters and ensuring all investment activities are carried out within these parameters

¢ maximise interest income on treasury investments, within a prudent level of investment risk. Council
recognises that as a responsible public authority any treasury investments that it does hold should be of
relatively low risk. It also recognises that lower risk generally means lower returns

*  maintain and increase the real capital value of the external managed funds

«  cnsure funds are available to meet Council’s needs

¢ maintain professional relationships with the Council's bankers, financial market participants, fund
managers, trustees and other stakeholders

* regularly review the performance and creditworthiness of all investments

¢ maintain procedures and controls and provide timely and accurate financial and management
information.

"These objectives will be achieved by having regard to:

¢ the mix of investments that Council will utilise

* the process for the acquisition and divestment of new investments

*  the management and assessment of risk

* the need for appropriate management and reporting procedures.

Investment Mix
Council has a portfolio of investments; at any time, these could comptise:

*  treasury investments

+  direct equity investments

¢ propetty

* other property investments — Community Housing

e forestry

¢ loans, advances for community development purposes
 internal loans

*  external managed funds that could include equities.

The decision on which mix of investments Council will hold at any time will be based on the purpose for
which the funds were acquired and the market conditions at the time.

Acquisition of New Investments

With the exception of treasury investments and internal loans, new investments are acquired if an

opportunity arises
management. Before approving any new investments, Council gives due consideration to the contribution
the investment will make in fulfilling Council’s strategic objectives and the financial risks of owning the

and approved by Council resolution, based on advice and recommendations from

investment.

The authority to acquire and dispose of treasury investments is delegated to the General Manager of
Finance and Assurance.

Investment Policy and Liability Management Policy
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Application of Returns from Investments

Some returns are earmarked for specific purposes, but generally returns on Council investments are
applied to give equal benefit to the District ratepayers by application in a pro-rata basis to offset the costs
of District services.

Direct Equity Investments

Nature of Investment

Direct equity investments are held for strategic purposes only and include interests in:

«  Civic Financial Services Limited (13,715 shares)
Civic Financial Services is a specialist Local Government insurance company

* Milford Sound Tourism Limited (2,000 shares)
The role of Council is to facilitate and co-ordinate development and operations at Milford
Sound/ Pigpiotaki and Council’s intention is to retain its sharcholding in the company.

Rationale for Holding Investment

The Council may hold equity for non-investment purposes, provided that the holding is in furtherance of

its purpose under the Local Government Act 2002.

"L'o have the ability to utilise equity investments where necessary to:

* achieve the desired level of returns; and/or

¢ to provide a diversified investment portfolio.

Disposition of Revenue

These investments are held for strategic reasons only and not for investment purposes.

As such these investments derive minimal or no revenue to Council in the form of dividends. If they do
generate sufficient revenue including dividends, these will be used to offset general rates.

Risk Management

Investments in Civic Financial Assurance Ltd and the Milford Sound Tourism Limited are held for
strategic purposes. For any other equity investments, Council reviews the performance of the trading
enterprises at least annually to ensure that strategic and financial objectives are being achicved.

Dispositions and acquisitions require Council approval.
Property

Nature of Investment

The Council's first objective is to only own property that is strategically necessary for the economic,
physical and social development of the Southland District and secondly, to achieve an acceptable rate of
return. Property investments do not include properties for operational purposes.

Rationale for Holding Investment

Council holds investment properties in order to generate income to offset general rates.

Investment Policy and Liability Management Policy
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The Council reviews the performance of its property investments on an annual basis and ensures that the
benefits of continued ownership are consistent with its stated objectives. Any disposition of these
investments requires the Council's approval.
Disposition of Revenue
Income generated is used to offset operational expenditure. Surplus funds will be used to fund future
property projects.
Risk Management

"The risk in respect of holding investment property is evaluated as low given the location of the properties
and their current and long-term use.

Rental income is considered low risk, due to the fixed and long-term nature of the lease agreements. T ease
rental is negotiated at the time the lease expires.

Dispositions and acquisitions require Council approval.
Other Property Investments - Community Housing

Nature of Investment

Council has 69 community housing units available for rental. These houses are located in various
townships across Southland District.

Rationale for Holding Investment
Council retains community housing to allow people to continue to live in its local community. The elderly
or people with disabilities are given preference.

Council’s philosophies include ensuring that rental charges cover costs (excluding depreciation) and to
continue to maintain the housing at its current high standard. There is no required rate of return on this
mnvestment.

Disposition of Revenue

Revenue earned from the investment in community housing is retained in the community housing
investment.

Risk Management

The risk in respect of holding other property investments is evaluated as low given the location of the
properties and their current and long term use.

Council’s community housing activitics are managed by staff in the Property department. They regularly
review Council’s involvement in community housing, including assessment of the need for this asset
within the community.

Dispositions and acquisitions require Council approval.

Investment Policy and Liability Management Policy
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Forestry

Nature of Investment

The Council and its predecessor organisations have been involved in forestry for many years. Council’s
current forestry policy is that it will operate and maintain up to 3,000 planted hectares. The Council
currently maintains approximately 1,800 hectares of land.

Rationale for Holding Investment

Forestry assets are held as a long-term investment. The overall investment policy of the Council with
regard to forestry is to maximise profit, with harvesting on a sustainable yicld basis and without any
demand on rates.

Disposition of Revenue

Any surplus revenue is used to offset rates. Any surplus not used in the year it was earned is accumulated
into a forestry reserve and used to offset future rates. The use of the reserve in future years, will often be
based on an even spread over a number of years to minimise rates fluctuations. Approximately $100,000 is
retained for operating working capital at any time.

Risk Management
Forests are currently managed by a specialist external party. Forestry activities are reviewed by the Services
and Asscts Committee.

Significant risk management strategies include diversity of forest age classes, insurance against fire and
access to a rural fire fighting force, a mix of species, geographic spread of forests and controlled access.
Retention of the forest is reviewed periodically.

Dispositions and acquisitions require Council approval.
Loans and Advances for community development purposes

Nature of Investment

The Council is not a lender and therefore is not generally involved in providing loans or advances.

Rationale for Holding Investment

Council provides loans for community development purposes. I'rom time to time, Council has provided a
loan or advance to a community organisation to facilitate the ongoing provision of community services or
recreational opportunities. The loans/investments are not made for financial investment purposes.
Council sets the terms and conditions for any loans or advances as they are granted. Council will require
security as deemed appropriate for each loan or advance. The security will be the assets or revenue of the

organisation.

Disposition of Revenue

Generally, these loans are to the benefit of the local community and not for financial investment purposes.
Interest will be charged at a rate that is consistent with Council’s interest rate on internal loans. Any
revenue would be applied to reserves, reduce external debt or offsetting general rates.

Investment Policy and Liability Management Policy
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Risk Management

Council will review the performance of its loan advances on a regular basis to ensure the planned strategic
and economic objectives are being achieved.

Council monitors the compliance of the borrower with the terms and conditions agreed upon.

All loans and advances documentation are subject to independent legal review prior to finalisation.
Internal Loans

Nature of Investment

Council may utilise its general reserves and surplus funds for internal borrowing/lending purposes to
reduce external debt, thus effectively reducing borrowing costs.

Rationale for Holding Investment

To facilitate the development of Council activities within Council and the community to minimise the
costs associated with borrowing externally.

Disposition of Revenue

Income derived from internal loans is gencrally used to generate a return to reserves. Any surplus income
is used to reduce external debt and/or offset against general rates.

Risk Management

Internal loans shall be managed as a treasury investment. Interest rates will be set having regard for
Council’s opportunity cost forgone.

Council may not achieve the opportunity cost due to actual external interest rates being different to the
interest rate set for any given year as part of the LTP/Annual Plan process. In this case the return to
Council may be more or less and will impact on the return to reserves.

Treasury Investments

Nature of Investment
To provide the ability to utilise a range of financial investments not already specified in this policy.

Approved treasury investments include;

CATEGORY INSTRUMENT

Treasury Investments Call and term bank deposits
Bank certificates of deposit (RCDs)
Treasury Bills and Government Bonds
LGFA bonds/Floating Rate Notes (FRN)/Commercial Paper (CP)

LGIA borrower hotes

With the exception of LGFA borrower notes, the term of the treasury instruments is no greater than one year.

Investment Policy and Liability Management Policy
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Rationale for Holding Investment

Council’s philosophy in the management of treasury investments is to optimise its capital protection and
liquidity objectives while balancing risk and return considerations. Council recognises that as a responsible
public authority any treasury investments that it does hold should be low risk. It also recognises that lower
risk generally means lower returns.

‘The Council maintains treasury investments to:

¢ invest surplus cash and working capital funds
* achieve the desired level of returns within acceptable risk parameters
« invest amounts allocated to special or restricted reserves, trust funds and special funds
o restricted reserves are the funds that Council have no or very little control over; or hold on
behalf of another person or entity
o aspecial reserve is when funds are held for a specific purpose, with minimal flexibility on the use
and the funds are not being used for a longer purpose/inter-generational.

Council's primary objective when investing is the protection and liquidity of its investment. Accordingly,
only credit-worthy counterparties are acceptable. Credit-worthy counterpartics are selected on the basis of
their current Standard and Poor’s (S&P) or equivalent rating, which must be strong or better.

To avoid undue concentration of exposures, treasury investments should be used with as wide a range of
counterparties as practicable. Transaction principal amounts and maturities should be well spread where
possible.

Within the above constraints, Council also secks to:

*  cnsurc investments arc liquid
*  maximise investment return
¢ manage potential capital losses due to interest rate movements.

Liquidity risk is minimised by ensuring that all negotiable treasury investments must be capable of being
liquidated in a readily available secondary market.
Disposition of Revenue

Tncome derived from Council’s treasury activities will be used to fund Council activities including the

allocation of interest on reserves, offsetting rates and repaying external debt.

Externally Managed Funds

Nature of Investment

Council may invest its unrestricted reserves in externally managed funds. Council has a medium to long-

term investment horizon as it secks to manage investments in a sustainable and equitable way, having

regard to both current and future generations of ratepayers.
Council would purchase units in a NZ1D managed fund or funds.

Where practical, investments will be made considering the ethical practices of the investment entity.
Council’s intention for the Funds is to avoid direct involvement with industties that have a negative
impact on society and the environment. This includes:

* alcohol

Investment Policy and Liability Management Policy
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¢ tobacco
*  military/weapons
¢ labour practices.

Rationale for Holding Investment
Council maintains externally managed funds to:

*  maintain, protect and increase the real capital value of the principal amount invested including the
unrestricted reserve fund value at the end of a financial year. Real capital value is the value that has been
adjusted for the effect of inflation

*  maintain liquidity and access to cash if needed

¢ distribute a portion of returns to subsidise rates revenue.

o diversify the investment of Council’s unrestricted reserves. Unrestricted reserves are made up of:

o general reserves being the funds that are fully under the control of Council, and do not have a
specific purpose or any restrictions

o designated reserves are also controlled by Council, and sourced for a specific purpose, but the
funds can be hold for a longer period and withstand longer term investments impacts.

Disposition of Revenue

"The managed funds are expected to retutn (before fees and taxes) at least 5% per annum. Council will
consider as part of its planning process what is appropriate to subsidise rates revenue and what should be
accrued back to its reserves, having regard to its rationale noted above. The actual disposition may differ
from that planned as a result of the actual returns being more or less than budgeted again having regard to
the rationale above.

Income derived from managed funds, is generally used to offset general rates with any surplus income
uscd to provide a return on reserves. Surplus income is cither re-invested in the managed fund(s) or
withdrawn.

Annually, Council will evaluate whether to realise any capital gains that have been accumulated by the
managed funds over the period. Overall the objective is to hold the managed funds for the medium to
long term.

Risk Management

Council has a preference to invest indirectly in externally managed funds that are managed by a suitably
qualified fund manager(s) and be managed within the below criteria.

Council’s risk profile is considered moderate for financial investment purposes and therefore seeks to
invest in a ‘balanced’ managed fund where there is a mix of capital growth and income asset types when
initially investing with an external fund. Council will buy units in an established externally managed fund
but could appoint its own investment manager.

The strategic asset allocation and tactical ranges are provided in the following table:

OCATION BENCHMARK % RANGES % ON INITI RANGE % ON ACTIVE
INVESTMENT INVESTMENT
Total growth assets 50% 40-60% 35%-65%
Total income assets 50% 40-60% 35%-65%

Investment Policy and Liability Management Policy
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Growth assets include approved asset types; listed domestic and international equities and listed property
shares. Income assets include asset types such as; cash, term deposits, domestic and international floating
and fixed rate debt securities. Any other asset types must be approved by Council before any investment
is made.

The above initial investment range is the maximum allowed when investing into a managed fund.

Following the approval of initial investment fund manager; there could be a 15% fluctuation due to the
asset positioning and market value ranges from time to time. This allows small variations on the initial
investment range.

It a fund's allocation falls outside the 35% - 65% range at quarter-end, the deviation must be:

¢ Formally reported to the F&A Committee,

«  Supported with an explanation of the variance and relevant market context,

*  Accompanied by the proposed cotrective action.

Council will report the average investment across the external funds to determine Council’s range on a
monthly basis.

Investments may be hedged back to NZD.

The counterparty risk policy set out in section 4 does not apply to externally managed funds. The
investment guidelines are set out in Appendix 1.

At least quarterly reporting is provided on the performance of the managed fund(s). Annually the fund
performance is benchmarked to other similar funds.

Council approval is required in relation to the amount of funds placed or withdrawn from externally
managed funds outside of the approved budget or to change or appoint new external managed
funds/fund managers.

y Manageme

Introduction

‘This Liability Management Policy has been prepared pursuant to the Local Government Act 2002; section
102(1) which requires the Council to adopt a Liability Management Policy and section 104 which outlines
the contents of the policy.

Generally, Council borrows to provide funding for the following activities:

» fund Council capital expenditure requirements

*  manage timing differences between cash inflows and outtlows

*  cover special ‘one-off” projects

«  fund asscts with intergenerational qualitics

¢ manage timing differences in the rebalancing of its internal loan portfolio into externally managed funds.
Total debt levels are determined through Council’s Long-Term Plan (I'1P) and Annual Plans. Council

approves this borrowing requirement for each financial year in the Annual Plan or LTP or by resolution
during the year.

Investment Policy and Liability Management Policy
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Objectives

« ensure Council has appropriate working capital funds available to carry out its plans as outlined in its
LTP and Annual Plan

« ensure that Council has an on-going ability to meet its debts in an orderly manner as and when they fall
due in both the short and long term, through appropriate liquidity and funding risk management

« arrange appropriate funding facilities for Council, ensuring they are at market related margins utilising
bank debt facilities and/or capital markets as appropriate

*  maintain lender and LGFA relationships and Council general botrowing profile in the local debt and, if
applicable, capital markets, so that Council is able to fund its activities appropriately at all times

*  control Council’s cost of borrowing through the cffective management of its interest rate risks, within
the interest rate risk management limits established by this policy

* ensure compliance with any financing/borrowing covenants and ratios

¢ maintain adequate internal controls to mitigate operational risks

*  produce accurate and timely reports that can be relied on by senior management and Council for control
and exposure monitoring purposes in relation to the debt raising activities of Council.

Council will manage its borrowing activities prudently to ensure the best interests of the District are
maintained. To undertake this, the following will be considered in conjunction with every transaction
undertaken:

*  cost minimisation

*  cost stabilisation/risk management.

Specific Borrowing Limits

Total debt levels are maintained at a prudent level and will be managed within the following limits:
Net debt as a percentage of total revenue <175%
Net interest as a percentage of total revenue <10%
Net interest as a percentage of rates revenue <15%
Liquidity (external, borrowing +available committed loan facilities + >110%
available liquid investments as a percentage of existing external debt)

« total revenue is defined as cash earnings from rates, government grants and subsidies, user charges,
interest, dividends, financial and other revenue and excludes non-government capital contributions
(e.g. developer contributions and vested assets)

* net debt is defined under the financial prudence regulations as financial liabilities less financial assets
(treasury investments, managed funds). External debt that is specific borrowing for on-lending to a
CCO/CCTO is netted with the corresponding loan asset for the LGI'A covenant calculation

« financial liabilities in relation to net debt include

o external loans
o employee entitlements and benefit liabilities
o contract retentions and deposits
o development and financial contributions
+ financial assets in relation to net debt is

Investment Policy and Liability Management Policy
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O treasury investments
o externally managed funds
O investments in associates
* netinterest is defined as the amount equal to all interest and financing costs less interest income for
the relevant period
* annual rates revenue is defined as the amount equal to the total revenue from any funding
mechanism authotised by the Local Government (Rating) Act 2002 together with any revenue received
from other local authorities for services provided (and for which the other local authorities rate)
¢ liquid investments are unencumbered assets defined as being:
o overnight bank cash deposits

o wholesale/retail bank term deposi
o bank issued registered certificates of deposit less than 181 days
o managed equity funds accessible within 30 days.

¢ external debt funding and associated investment activity relating to pre-funding is excluded from the

no greater than 31 days

liquidity ratio calculation

« financial covenants arc measured on Council only

¢ disaster recovery requirements are to be met through the liquidity ratio.

* the definitions above are based on financial prudence regulations. The definitions and formula for
LGI'A have a different methodology. Council must also comply with these covenants too. This is
attached to the policy as appendix 2. Council has an obligation to comply with both.

Debt Repayment

Debt levels are indicated through Council’s LTP or Annual Plans. Council’s Annual Report will contain
information to allow actual debt levels to be compared with those forecasted.

Loans raised for specific projects will generally be repaid through user charges or rates. Loans raised for
local purposes will generally be repaid by the ratepayers in the relevant local area. Surplus Council funds
and proceeds from the sale of investments and assets will be reviewed periodically by Council with a view
to repaying debt, or for funding capital projects.

The Council may repay debt before maturity in special cases where the circumstances suggest that this
would be in the best interests of the District.

Debt will be repaid as it falls duc in accordance with the applicable borrowing atrangement. Subject to the
appropriate approval and debt limits, a loan may be rolled over or re-negotiated as and when appropriate.

Guarantees/contingent liabilities and other financial arrangements

Council may act as a guarantor to CCOs, financial institutions on loans when the purposes of the loan are
in line with Council’s strategic objectives.

For any outstanding guarantees, Council will ensure that sufficient financial capacity exists relative to
LGFA lending covenants. Unless approved by Council, guarantees or financial arrangements given will not
exceed NZ$1 million in aggregate.

Council is not permitted to provide any guarantee of indebtedness in favour of any loans to CCTOs under
Section 62 of the Local Government Act.

Investment Policy and Liability Management Policy
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For any guarantee for indebtedness provided by Council to a CCO that borrows directly from the LGFFA
or bank lender, Council will approve the specific borrowing and guarantee arrangement.

Internal Loans

All Council investments may be used as a source for internal loans in relation to expenditure of a capital
(or one off) nature related to any activity that would otherwise be funded by external loan.

"The term of any internal loan shall not be more than 30 years and will be sct after taking into account the
ability of ratepayers affected, to pay, alternative uses of the funds and the life of the assets to be funded.
The term set will be subject to review during the course of the loan.

The interest rate to be applied to internal loans for any given year will be developed as part of Council’s
Long-Term Plan or Annual Plan. To remove any doubt, the interest rate calculated will be the interest rate
used for that year for budgeting and the calculation of any end of year actual results.

"The method of calculation and the resulting interest rate will be resolved by Council as part of this annual
process. In developing the method of calculation, Council will consider its investment policy objective,
which is to obtain the net opportunity cost of not having the funds invested externally. Council will also
consider its present and future financial position as well as market conditions.

After taking into account fairness and equity, Council can resolve to apply a lesser interest rate than the
interest rate calculated where it agrees the circumstances are such that it is warranted.

Security

Tt is Council’s general policy to offer security for its borrowing and risk management activities by way of
negative pledge or a charge over its rates offered through a Debenture Trust Deed. Under a Debenture Trust
Deed, Council’s borrowing is secured by a floating charge over all Council rates levied under the Local
Government Rating Act. The security offered by Council ranks equally or pari passu with other lenders.

In the normal coutse, the Council’s policy is not to offer a guarantee or secutity over any of the other
assets of the Council. However, the Council may decide to offer security over the asset:

*  where borrowing is by way of finance lease, or some other form of trade credit under which it is normal
practice to provide sccurity over the asset concerned, or
¢ where the Council considers doing so would help further its community goals and objectives.

Any lending to a CCO or CCTO will be on a secured basis and be approved by Council.

Interest Rate Exposure

Interest rate risk management refers to managing the impact that movements in interest rates can have on
Council’s cash flows. This can have both a positive and/or negative impact. For cach $10 million of
borrowings a 1% increase in interest rates increases Council’s borrowings costs by $100,000 (0.78% impact
on rates of §78 million).

The primary objective of interest rate risk management is to reduce uncertainty relating to interest rate
movements through fixing/hedging of wholesale interest costs. Certainty around interest costs is to be
achieved through the proactive management of underlying interest rate exposures.
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When actual debt amounts are at $§20 million or above it is mandatory that the interest rate exposures of
Council are managed according to the limits detailed in the following table. Council’s gross external core
debt forecasts (less any pre-funded debt amounts) must be within the following fixed/floating interest rate
risk control limits:

FIXED RATE HEDGING PERCENTAGES

Term (months) Minimum Maximum
Fixed Rate Amount Fixed Rate Amount
0 - 12 months 40% 90%
13 - 24 months 40% 90%
25 - 36 months 35% 85%
37 — 48 months 30% 80%
49 — 60 months 25% 75%
61 —72 months 20% 70%
75 — 84 months 0% 65%
85 — 96 months 0% 60%
97 — 108 months 0% 50%
108 — 120 months 0% 50%
121 — 132 months 0% 50%
133 — 144 months 0% 25%
145 — 156 months 0% 25%
157 — 168 months 0% 25%
169 — 180 months 0% 25%
181 — 192 months 0% 25%

The fixed interest rate percentage is calculated based on the average amount of fixed rate obligations
relative to the average gross external debt for a given petiod:

This calculation should be conducted on a rolling 12-month basis, reflecting average exposures over time.
‘This approach provides a consistent, forward-looking measure of interest rate risk, aligned with the
Council’s forecast borrowing requirements.

For interest rate risk measurement and management purposes, the Group manager finance and assurance
can approve a rebased, gross external debt forecast for the interest rate risk management purposes, down
to 80% of the approved debt position forecasted in the L'I'P. This allows for changes to the capital
expenditure program that can change over time.

Fixed rate is defined as all known interest rate obligations on forecast external core debt, including where
hedging instruments have converted floating rate obligations into firm commitments.

Floating rate is defined as any interest rate obligation subject to movements in the applicable reset rate.

Gross forecast external core debt is the amount of total external debt for a given period. This allows for
pre-hedging in advance of projected physical drawdowns of new debt. When approved forecasts are
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changed, the amount of fixed rate cover in place may have to be adjusted to ensure compliance with the
Policy minimums and maximums. Pre-funded debt amounts are excluded from the gross debt forecast.

Core debt is defined as debt that is expected to remain for a period of greater than one year.

A fixed rate maturity profile that is outside the above limits, but self corrects within 90-days is not in
breach of this Policy.

1f the Group manager finance and assurance has approved a funding and interest rate strategy: that is
executed within 90 days of a limit being breached; that will bring the interest rate risk position back into
policy compliance then the policy is not in breach. This strategy must provide for other debt funding
maturity limits.

1f the approved strategy is not achieved under the above criteria then approval is required by the F&A
Committee or approved interest rate instruments, such as interest rate swaps (or other hedging
instruments) should be used to restore policy compliance.

Any fixed rate hedge with a maturity beyond 15 years must be approved by Council. The exception to this
will be if Council raises LGFA funding as fixed rate or as a swapped floating rate and this maturity is
beyond 15 years.

TTedging outside the above risk parameters must be approved by Council.

Approved interest rate instruments are as follows:

CATEGORY INSTRUMENT

Interest rate risk management Forward rate agreements (“I'RAs”) on:

e bank bills

Interest rate swaps/collars including:

*  swap cxtensions, deferrals and shortenings
Interest rate options on:

e bank bills (purchased caps and one for one collars)
¢ inferest rate swaptions (purchased swaptions and one for one
collars only)

* one for one collar option structures are allowable, whereby the sold option is matched precisely by
amount and maturity to the simultaneously purchased option. During the term of the option, only the
sold side of the collar can be closed out (i.c. repurchased) otherwise, both sides must be closed
simultaneously. The sold option leg of the collar structure must not have a strike rate ‘in-the-money’;

¢ selling interest rate options for the primary purpose of generating premium income is not permitted
becausc of its speculative nature;

¢ purchased borrower swaptions must mature within 12 months;

* Interest rate options with a maturity date beyond 12 months that have a strike rate (exercise rate) higher
than 2.00% above the appropriate swap rate, cannot be counted as part of the fixed rate cover
percentage calculation;

e forward start period on swaps and collars to be no more than 36 months from deal date except where
the forward start swap/collar statts on the expiry date of an existing swap/collar and has a notional
amount which is no more than that of the existing swap/collar.
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Any other interest rate instrument must be specifically approved by Council on a case-by-case basis and
only be applied to the one singular transaction being approved. Credit exposure on these financial
instruments is restricted by specified counterparty credit limits.

Prudent selection of interest rate instruments and mix will help the Council achieve its low debt servicing
costs and risk minimisation objectives.

Liquidity and Funding Risk Management

Liquidity management refers to the timely availability of funds to Council when needed, without incurring
penalty costs. This takes into account the ability to refinance or raise new debt at a future time at the same
or more favourable pricing and terms of existing facilities.

Council’s ability to readily attract cost effective borrowing is largely driven by its ability to rate, maintain a
strong credit rating and manage its relationships with the LGFA and financial institutions. To this end it is
the Council’s intention to seck and maintain a strong balance sheet position.

Council may use a mixture of short-term facilities (which generally have lower credit margins) as well as
longer term facilities to achieve an effective borrowing mix, balancing the requirements of liquidity and cost.

Council’s objective for funding risk management is to minimise the risk of large concentrations of debt being

reissued or raised at a time of adverse movements in borrowing margins beyond the Council’s control.

"The Council’s policy for liquidity and funding risk management is:

*  censuring that Council’s committed debt facilities and term loans mature over a wide time period

e external debt plus available committed debt facilities, plus liquid assets must be maintained at an amount
of at least 110% over existing external debt

e through the LGFA and bank lenders, diversify borrowing over a range of wholesale investors
and lenders

* ensuring that bank borrowings are only sought from approved strongly rated New Zcaland
registered banks

*  matching expenditure closely to its revenue streams and managing cash flow timing differences

*  maintaining its treasury investments in cash/cash equivalent liquid investments

«  Council has the ability to pre-fund up to 18 months of the forecast debt requirements including
re-financings.

When actual debt amounts are at $20 million or above it is mandatory that the following limits apply for

managing funding risk. The maturity profile of the total committed funding in respect to all external debt
and committed debt facilities is to be controlled by the following system:

PERIOD MINIMUM % MAXIMUM %
0 to 36 months 15 60
37 to 84 months 25 85
85 months plus 0 60

A funding maturity profile that is outside the above limits, but self corrects within 90-days is not in breach
of this Policy. However, maintaining a maturity profile outside of policy limits beyond 90-days requires
specific approval by Council.
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To minimise concentration risk, the .GI'A requires that no more than the greater of NZD 100 million or
33% of a Council’s borrowings from the LGFA will mature in any 12-month period.

Approved debt and liquidity instruments include;

CATEGORY INSTRUMENT

Cash management, liquidity and borrowing Bank overdraft

Committed cash advance and bank accepted bill
facilities (short term and long-term loan facilities)

Floating Rate Note (I'RN)
Fixed Rate Note (M'IN)

Commercial paper (CP)/Promissory notes

Credit Risk Management

Counterparty credit risk is the risk of losses, realised or unrealised, arising from a counterparty defaulting
on a financial instrument where the Council is a party. Treasury investments, interest rate and foreign
currency instruments are captured within the policy. The credit risk to the Council in a default event will
be weighted differently depending on the type of instrument entered into.

Amounts should be spread amongst a number of counterparties to avoid concentrations of credit exposure.

Credit risk is minimised by placing maximum prescribed limits for each broad class of non-Government
issuer and by limiting investments and risk management instruments to registered banks that have a credit

rating from a recognised international credit rating agency. The limit system is as follows;

COUNTERPARTY/ISSUER MINIMUM S&P LONG TOTAL MAXIMUM COMBINED
TERM/SHORT TERM CREDIT LIMIT PER COUNTERPARTY

RATING ($SMILLION)*

NZ Government AA+/A-1+ Unlimited

N Local Government I'unding Agency AA/A-1 Unlimited

NZ Registered Bank (per bank) AA JAA-/AL 15.0

NZ Registered Bank (per bank) A+/A/AL 75

*"This combined total maximum limit includes exposure to the counterparties including treasury

investments and risk management instruments and excludes externally managed fund(s).

In determining the usage of the above gross limits, the following weightings will be used:

e treasury investments (e.g. bank term deposits) — transaction principal amount

* interest rate risk management (e.g. swaps, FRAs) — transaction notional x maturity (years) x 3%

«  foreign exchange risk (c.g. forward exchange contract) — transaction face value amount x ((square root of
the maturity (years)) x 15%).

Tach transaction should be entered into a treasury spreadsheet and a quarterly report prepared to show
assessed counterparty actual exposure versus limits. Credit ratings are reviewed on an ongoing basis and in
the event of material credit downgrades should be immediately reported to the General Manager of
Finance and Assurance and assessed against exposure limits. If any counterparty’s credit rating falls below
the minimum specified in the above table, then all practical steps arc taken to climinate the credit exposure
to that counterparty as soon as practicable.
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A maximum combined value that is within $5 million the above limits for the Registered Bank that
Council holds the operating bank accounts with, and is self-corrected within 20-days of month end; when
rates are being received, therefore is not in breach of this Policy.

Counterpartics exceeding limits beyond the operational clause should be reported to Council.

Foreign currency

Council has foreign exchange exposure through the occasional foreign exchange transactions that Council
may undertake such as plant and equipment.

Significant commitments for foreign exchange can be hedged using foreign exchange contracts, once
expenditure is approved. FForward exchange contracts can be used by the Council. The majority of these
transactions would be small and would catry no significant foreign exchange risk.

Council does not borrow or enter into incidental arrangements within or outside New Zealand in currency
other than New Zealand currency.

Other Treasury Management

Council-controlled organisations and council-controlled trading organisations
Investments and Borrowing mechanisms

"T'o better achieve its strategic and commercial objectives, Council may provide financial support in the
form of debt funding directly or indirectly to CCO/CCTOs.

Guarantees of financial indebtedness to CC1Os are prohibited, but financial support may be provided by
subscribing for shares as called or uncalled capital.

Any lending arrangement to a CCO/CCTO must be approved by Council. In recommending an
arrangement for approval the General Manager of Finance and Assurance considers the following:

«  credit tisk profile of the borrowing entity, and the ability to repay interest and principal amount
outstanding on due date

* impact on Council’s credit standing, debt cap amount (where applied), borrowing limits with the LGIFFA
and other lenders and Council’s future borrowing capacity

¢ the form and quality of security arrangements provided

the lending rate given factors such as; CCO/CC1O credit profile, external Council botrowing rates,
borrower note and liquidity buffer requirements, term ctc

¢ lending arrangements must be documented on a commercial arm's length basis. A term sheet, including
matters such as borrowing costs, interest payment dates, principal payment dates, security and expiry
date is agreed between the parties

¢ accounting and taxation impact on-lending arrangement.

All lending arrangements must be executed under legal documentation (e.g. loan, guarantec) reviewed and
approved by Council’s independent legal counsel.
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Local Government Funding Agency Limited (LGFA) and/or Central Government

Despite anything earlier in this Investment Policy, Council may invest in shares and other financial
instruments of the New Zealand LGFA or Central Government and may borrow to fund that investment.
The Council’s objective in making any such investment will be to:

«  contribute a portion of its borrowing back to the LGFA as an cquity contribution to the LGFA

¢ obtain a return on the investment; and

* ensure that the LGI'A has sufticient capital to remain viable, meaning that it continues as a source of
debt funding for the Council.

Because of this dual objective, Council may invest in LGFA shares or Central Government in
circumstances in which the return on that investment is potentially lower than the return it could achieve
with alternative investments.

If required in connection with the investment, Council may also subscribe for uncalled capital in the LGFA.

Despite anything earlier in this Liability Management Policy, Council may borrow from LGI'A or Central

Government and, in connection with that borrowing, may enter into the following related transactions to

the extent it considers necessary or desirable:

«  provide guarantees of the indebtedness of other local authoritics to the LGHA and of the indebtedness
of the LGFA itself

¢ commit to contributing additional equity (or subordinated debt) to the I.GI'A if required

«  subscribe for shares and uncalled capital in the LGFA secure its borrowing from the LGFA and the
performance of other obligations to the LGFA or its creditors with a charge over the Council’s rates and
rates revenue.

Suspensory loan as a liability to Central Government, where if certain conditions are met, the loan is
forgiven, and the funds are treated as income. If the conditions are not met, then the loan would remain as
debt and the required repayments and obligations must be fulfilled.

Central Government holds 5,000,000 shares in LGFA, therefore a portion of the LGFA debt is funded by
Central Government.

6.0 Procedures for M

agement Rep

Cash Management
The finance function is responsible for managing the Council’s cash surpluses and/or deficits.

‘The Council maintains rolling daily, monthly and annual cash flow projections which form the basis of its
cash management activity. The Council maintains one main bank account for its operating cash flows as
well as other bank accounts for specialist activities such as investment and borrowing requirements.
Individual business units within the Council do not maintain separate bank accounts.

The Council manages its working capital balances by matching expenditure closely to its revenue streams
and managing cash tlow timing differences to its favour. Daily bank balances are extracted by the Finance
Ofticer.

Generally, cash flow surpluses from timing differences are available for periods less than 90 days.
Cash management activities must be undertaken within the following parameters:
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* an optimal daily range of $10,000 is targeted for in the Council's main bank account, with investments
adjusted to balance the current account if required

¢ cash flow surpluses are placed in call deposits, term deposits, registered certificates of deposits and
promissory notes

« amounts invested must be in approved instruments and within approved credit limits

* the Council has a minimum requirement of holding $5,000,000 for working capital purposes which is
used on an operational basis

* the use of interest rate risk management on cash management balances is not permitted.

Internal Controls

The Council's systems of internal controls over cash management and treasury activity includes adequate
segregation of duties among the core treasury functions of deal execution, confirmation, settling and
accounting/reporting.

Key internal cash management controls are as follows:

¢ electronic banking signatoties - dual signatures are required for all electronic transfers

« authotised personnel - all counterparties are provided with a list of personnel approved to undertake
transactions, standard settlement instructions and details of personnel able to receive contirmations

* recongiliations —a general bank reconciliation is performed daily and a general ledger reconciliation is
performed monthly by the Debtors Officer (or equivalent) and reviewed by a senior finance staff
member.

"There are a small number of people involved in treasury activity. Accordingly, strict segregation of dutics is

not always achievable. The risk from this is minimised by the following processes:

* adocumented discretionary approval process for treasury activity

- rEgUlﬂr management reportmg

«  operational tisk control reviews will be undertaken periodically

¢ appropriate organisational, systems, procedural and reconciliation controls exist to ensure:
(a) all treasury activity is bona fide and properly authorised;
(b) checks are in place to ensure the Council's accounts and records are updated promptly, accurately

and completely.

The details of any exceptions, including remedial action taken or intended to be taken.

Legal risk

Tegal risks relate to the unenforceability of a transaction due to an organisation not having the legal
capacity or power to enter into the transaction usually because of prohibitions contained in legislation.
While legal risks are more relevant for banks, Council may be exposed to such risks.

Council will seck to minimise this risk by adopting policy regarding:

¢ the use of standing dealing and settlement instructions (including bank accounts, authorised persons,
standard deal confirmations, contacts for disputed transactions) to be sent to counterparties

«  the matching of third-party confirmations and the immediate follow-up of anomalies

e the use of expert advice.
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Financial instruments can only be entered into with banks that have in place an executed International

Swaps and Derivatives Association (ISDA) Master Agreement with Council.

Council’s internal /appointed legal counsel must sign off on all documentation.

Council must not enter into any transactions where it would cause a breach of financial covenants under

existing contractual arrangements.

Council must comply with all obligations and reporting requirements under existing funding facilities and

legislative requirements.

Reports

‘The following reports are produced to monitor treasury activity and assist Council to understand how the

function is performing, Any exceptions involving actions taken outside the scope of this Policy must be

reported to the Chief executive and Group manager finance and assurance.

REPORT NAME FREQUENCY  PREPARED BY RECIPIENT

Daily Cash Position Daily Finance officer | Senior finance
(Part of daily reconciliation) or cquivalent staff member
Daily Cash flow forecast to reconcile to Weekly Senior Financial

annually accountant accountant
Weekly cash flow to reconcile to annual Monthly Financial Financial controller
budget/projection accountant

Group manager
finance and
assurance

Treasury Exceptions Report

As required

Finance officer
or equivalent

Senior finance
staff member

Treasury Report

(reporting both the financial prudence limitations and
LGFA covenants)

Policy limit compliance

Borrowing limits

Funding and Interest Risk Position

"T'otal debt funding facility utilisation

New treasury transactions

Cost of funds vs budget (interest/borrowing
costs vs budget)

Liquidity risk position

Counterparty credit

Debt maturity profile

Renewal investment

Operating investment

Exceptions

Monthly

Financial
accountant

Financial
controller
Group manager
finance and
assurance

Treasury Report
Include monthly report along with;
Lixternal managed funds report

Quarterly

Financial
accountant

Group manager
finance and
assurance and
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REPORT NAME FREQUENCY  PREPARED BY RECIPIENT
A statement of policy compliance Finance and
Treasury and markets commentary Assurance

Treasuty performance Committee

CCO/CCTO loans and guarantees, financial

arrangements

Revaluation of financial instruments

Trustee Report As required | Financial Financial controller
by the accountant Chicf executive
Trustee Trustee company

LGFA Report Annual Financial Financial controller

accountant Chief executive
LGFA

Key focus areas of treasury management
‘The following performance measures have been prescribed by Council as the core deliverables.

These provide a direct measure of the performance of the treasury function (operational performance and
management of debt and interest rate risk) are to be reported to Council or an appropriate sub-committee
of Council on a quarterly and YT'D basis

¢ all treasury limits must be complied with including (but not limited to) counterparty credit limits, dealing
limits and control limits

+ all treasury deadlines are to be met, including reporting deadlines

¢ the actual borrowing cost for Council (taking into consideration costs of entering into interest rate tisk
management transactions) should be below the budgeted borrowing costs

the actual investment return for Council on the external managed funds are above the budget investment
return amounts

+ annually the actual total return on the externally managed funds is compared to average annual total
return of peer ‘balanced’ managed funds.
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Appendix 1 - External Managed Funds - Investment G es

The guidelines and constraints required by Council to be observed by the managed funds or Investment
Manager, as applicable are set out below. For the purposes of these constraints, “Funds” shall relate to the
portion of the investment assets under the management of the Investment Managers.

Where the Funds are invested into an external managed fund(s) or collective investment vehicle (“units”
or product Council recognises that the strict application of these guidelines and constraints may not be
possible. The Manager(s) of the externally managed funds will inform Council of its pooled or collective
investment guidelines. Council expect the Managet(s) to inform them of any investment or management
practice that materially falls outside the guidelines and constraints so that Council can continually reassess
the overall suitability of such an investment approach.

Cash and Term deposits

Council may invest cash in bank, call, term deposits or registered certificates of deposit. Where it does so it
may invest in the following:

Bank, call, term deposits and registered certificates of deposit with New Zealand Registered Banks with a
Standard and Poor’s or equivalent credit agency, short term credit rating of ‘A-1" or stronger. Bank term
deposits have a maturity date of no greater than 3-years.

To be classified as a cash investment, deposits must have a maturity date of 31 days or less. Both bank
term deposits and registered bank bills must have a maturity date of no more than 12 months.

New Zealand and International Fixed Interest

Investment in an unsecured, senior or secured debt security and should have a minimum long-term credit
rating of no less than BBB or short-term credit rating of A-2, as measured by Standard & Poor’s, or
equivalent credit agency.

Commercial Paper issued by a corporate borrower, with a Standard and Poor’s or equivalent credit agency,
short term credit rating of ‘A-2” or stronger. The maturity date can be no more than 12 months.

No investments in direct mortgages, subordinated debt, structured debt, high yield/junk bonds and
leveraged loans should be made.

Equities
Investments must be confined to publicly listed widely held securities trading in recognised markets.
New Zealand and International Property Investments

Investment in property entities that are listed on the New Zealand or internationally recognised Stock
Fxchange.
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FA Covenant definitions

This is an extract from the LGFA covenant Definitions released in February 2022.

When councils borrow from LGFA they agree to comply with the financial covenants contained in the

following table:
FINANCIAL COVENANTS LENDING POLICY COVENANTS ~ FOUNDATION POLICY COVENANTS
Net Debt / Total Revenue <175% <280%
Net interest / Total Revenue <20% <20%
Net interest / Annual Rates Income <25% <30%
Tiquidity >110% >110%
ALTERNATIVE NET DEBT / TOTAL REVENUE COVENANT
FINANCIAL YEAR ENDED NET DEBT / TOTAL REVENUE
30 June 2020 <250%
30 June 2021 <300%
30 June 2022 <300%
30 June 2023 <295%
30 June 2024 <290%
30 June 2025 <285%

As set out in the table above there are two set of covenants that can apply to a council:

- The first are the “lending policy covenants”. If you are a council who does not have an external credit
rating, these apply.

- 'The second are the “foundation policy covenants”. 1f you are a council who has an external credit
rating these apply. This is a rating from one of the major credit rating agencies (Standard & Poors,
Fitch or Moody’s). There is also a requirement for the external rating to be at least “A” or higher.

Each year a council that borrows from LGFA is required to provide a compliance certificate sighed by an
authorised signatory by 30 November. The certificate shall certify as to the council’s compliance with the
financial covenants as at 30 June (the balance date of the council).

LGFA’s financial covenants and the definition of how they are calculated form part of LGFA’s
Foundation Policies. Foundation Policies can only be changed with the approval of LGI'A’s sharcholders.

The financial covenants are measured at the parent level of the council (not the consolidated group).
However, following changes approved by Shareholders in November 2018, a council can now apply to
T.GFA to have their covenants measured at the group level if this would be a more logical approach.
LGHA would sce this as being appropriate where a council has some or many of their core council
activities hold within CCO’s.

"The definitions that are set out in the Foundation Policies are as follows:

Total Revenue is defined as cash earnings from rates, grants and subsidies, user charges, interest
dividends, financial and other revenue and excludes non-government capital contributions (e.g. developer
contributions and vested assets).
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Net Debt is defined as total debt less liquid financial assets and investments.

Liquidity is defined as external debt plus committed loan facilitics plus liquid investments divided by

external debt.

Net Interest is defined as the amount equal to all interest and financing costs less interest income for the
relevant period.

Annual Rates Income is defined as the amount equal to the total revenue from any funding mechanism
authotised by the Local Government (Rating) Act 2002 together with any revenue received from other
local authorities for services provided (and for which the other local authorities rate).

Over recent years LGFA has received a number of questions as to how some of the definitions should be
interpreted. ‘T'o help councils with their covenant calculations 1LGFA has provided some clarification. ‘This
is important as LGFA wants all member councils to calculate their covenants on the same basis.

Total Revenue: I'rom a council’s revenue there are two key items that are excluded. The first is non-
government capital contributions. This includes development contributions and any donations (such as
from a Trust for a community project). These are excluded as they are deemed to be non-re-occurring.
"The second key item that is excluded is any non-cash flow items. This includes vested assets, found assets,
revaluation of derivatives and any revaluation of assets (including revaluation of investment property,
forestry and investment portfolios). In addition, any funding revenue received from the Infrastructure
Funding and Financing model cannot be included as the debt associated with this is also not included.

Net Debt: Hor calculating net debt LGFA allows the deduction of cash, term deposits and any
investments held within investment portfolios (whether these are ring fenced or not). Investment
portfolios might typically include listed equities, fixed interest securities, listed property securities or units
in managed funds. LGFA borrower notes can be deducted. Any council lending to a council CCO or
CCTO can also be deducted but only where the CCO or CCTO is a going concern and not dependent
upon council financial support. Any mark to market losses that exist with interest rate swaps should not be
added to debt. Likewise, any revaluation gains cannot be deducted from debt. LGFA generally consider
leases to be a form of debt. However, the nature of leases can differ. IFor a council with any material leases
(not photo-copiers etc), they should contact LGI'A to agree upon the treatment.

Liquidity: Counci
any longer-term fixed interest securities that can be sold, any listed equities that are non-core that can be

sold. Any loans to CCO’s/CCT'O’s (that is a going concern) that mature within 12 months and will not be
re-financed by the council can also be included. Councils cannot include LGFA botrower notes as they are

can include the unutilised portion of committed standby facilitics, cash, term deposits,

deemed not to be liquid.

Net Interest: Gross interest is calculated by adding together the value of all a councils financing costs
including interest costs on debt, costs of derivatives (but not any unrealised mark to market movements)
and any costs on committed bank facilities. ‘The finance component of a lease payment may also be part of
a council’s interest cost. This needs to be agreed with LGFA. To calculate net interest councils can deduct
any interest earned on cash, term deposits, fixed interest and dividends on non-core listed equities.
Councils cannot deduct any foreign exchange gains or unrealised gains on investments.

Annual Rates Income: In addition to rates revenue, councils can add on any revenue received from
income for which other council’s rates. The most common of these will be volumetric water charges.
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