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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 McIntosh 
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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. 
 
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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5 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) 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 
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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 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 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 II, 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. 

 
 
 
7.4 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.) 
 

 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”. 
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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.) 
 
  



Council 
13 August 2025 

 
 

  
Minutes Page 9 

 

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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APOLOGIES
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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.
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		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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CHAIRPERSON:
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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
25/06/2025 Page |6






image10.jpeg

SOUTHLAND
DISTRICT COUNCIL

|
=
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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« 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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