














































































































































































































1?2
MARLBOROUGH YOUTH TRUST
Statement of Financial Position

As At 30 June 2008
2007
Current Assets
62,130 Kiwibank Cheque Acc 23,220
200 Petty Cash Float 150
375 Cash on Hand 0
0 Prepayments 655
180 Stock on Hand 260
62,885 24,354
Non-Current Assets
5,180 Equipment 5,693
68,065 TOTAL ASSETS 30,047
LESS
Current Liabilities
5,602 Sundry Creditors 4,906
44 486 Grants in Advance 17.667
2,563 GST Payable(Refundable) -794
52,651 21,779
52,651 TOTAL LIABILITIES 21,779
$15,414 NETT ASSETS $ 8,268
Represented By:-
: EQUITY
29,244 Opening Balance 1-7-07 15,414
-13,830 L ess Excess Expenditure over Income -7,146
$15,414 $ 8,268

NOTE: This Statement is to be read in conjunction with the Notes to the Accounts and the Audit Report



Asset

Television Set
Television Sets (4)
Television Sefs (4)

Playstation Consoles (3)

Playstation Games

Playstation Confroliers

Small Fridge
Display Board

Used Computer
Handcart

Soccer Table Game
Room Dividers
Pool Cues and Balls
Tables

Computer
Computer

MYOB Programme
Air Hockey Table
Digital Camera
Vacuum Cleaner

Computer Monitor
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MARLBOROUGH YOUTH TRUST
Schedule of Equipment
For the Year Ended 30 June 2008

Closing

Date Cost Price Value
Jul-04 73.33 73
Sep-04 426.67 427
Qct-05 80.00 80
Oct-04 213.33 213
Oct-04 13.30 13
Oct-04 60.00 60
Nov-04 7111 71
May-05 311 31
Sep-05 64.00 64
Oct-05 30.58 31
Jun-06 134.22 134
Qct-04 43.56 44
Nov-04 85.11 95
Nov-04 60.00 80
Nov-04 98.00 98
May-05 177.78 178
May-05 31.11 31
Aug-05 200.00 200
Sep-05 97.78 98
Sep-05 65.24 65
Nov-05 24.44 24
Aug-06  1086.00 1086
Sep-06  1064.00 1064
Jan-07 195.56 196
May-07 498.00 498
Jun-07 265.78 266
Feb-08 133.33 133
Jun-08 380.00 380

$5,693.33 $ 5,693
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4. Marlborough Sesquicentennial 2009 (A180-01)

(CIr Andrews) (Report prepared by D Heiford)

Purpose

1.  The purpose of this report is to present to the Committee ideas for the celebration of
Marlborough’s Sesquicentennial in 2009,

Background

2. The Marlborough province will be celebrating its 150™ anniversary on Anniversary Weekend
2009.

3. Cir Andrews has been investigating options for appropriate celebrations for this historical event.

4, Clr Andrews and other representatives of the Sesquicentennial Working Group will make a short
presentation to the Committee for discussion.

RECOMMENDED
That the information be received.

Connmnity and Financial Planning Committee — 17 October 2008
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5. Memorial Park, Picton - Reclassification (L135-P49C)

(Clrs Weetman/Bowers) (Report prepared by D Heiford)

Purpose

L.

associated with Memorial Park in Picton under the Reserves Act 1977.

Background
Council agreed to allow the Picton Rescue Centre (PRC) to have a site on Memorial Park in
Picton. To allow for development of the PRC the area that was to be occupied has to be

reclassified as a Local Purpose Reserve.

2,

4.

The purpose of this report is to record a formal Council decision to reclassify the various parcels

While investigating the reclassification it was discovered that Memorial Park had a default
classification under the Reserves Act 1977 of Recreation Reserve. It was decided to formalise
this status while reclassifying the area for the PRC.

There are a number of other minor reclassifications that need to be rationalised at the same time.

Process

Council staff have undertaken the public consultation process as required under the Reserves Act
1977 for reclassification of reserve lands.

5.

To date there have been no submissions against reclassification of the reserve and other parcels
around the reserve; the majority of the submissions were concerned with future developments
around the area and the effect these would have on Surrey Street and the volume of vehicles using

this area.

It has been noted back to the submitters that issues other than the reclassification of Memorial
Park will be dealt with under the various building and resource consents required for any

proposed developments,

As part of the process required under the Reserves Act 1977 for reclassifying reserve land,
Council needs to formally record a minute agreeing to apply to the Minister of Conservation for
reclassification of the various parcels associated with Memorial Park and its environs.

The following are the parcels, their current classification and the proposed reclassification:

Land Parcel [ Current status under Proposed status under Application sought
Reserves Act 1977 the Reserves Act 1977

Pt Lagoon Block XTI Default status — recreation Part Recreation Reserve Classification by the Minister

Linkwater SD reserve (unclassified) of Conservation, under

Part Local Purpose
Reserve {emergency
operations centre)

Section 16 (1)

Pt Lagoon Block X1
Linkwater SD
{(Pumping Station)

Default status -- recreation
reserve (unclassified)

Local Purpose Reserve
(Pumping Station)

Classification by the Minister
of Conservation, under
Section 16 (I}

Section 1136 Town of
Picton

Default status — recreation
reserve {unclassified)

Recreation Reserve

Vesting in Council by DoC
under Section 26.

Classification by the Minister
of Conservation, under
Section 16 (1)

Community and Financial Planning Committee— 17 October 2008
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Land Parcel

Current status under
Reserves Act 1977

Proposed status under
the Reserves Act 1977

Application sought

Default status — recreation Recreation Reserve

reserve (unclassified)

Section 1132 Town of
Picton of Conservation, under

Section 16 (1)

Unformed Suffolk Recreation Reserve

Street (part)

No legal status.
of Conservation, under
Section 16 (1)

Pt Sec 132 Town of Recreation Reserve Change of classification by

Picton SO 936

Local Purpose Reserve
(Access) Gaz. 1982 p.186

| under Section 24 (1) (b)

10.  Aftached for the Committee’s information are the aerial plans of the current classifications of the
parcels and an updated plan for the new classifications.

Next Steps

11. A draft application for reclassification has been prepared and will be available for perusal for all
of the submitters and any other interested parties at the Picton Library and Service Centre.

12.  Once the submission process has closed, any amendments required will be made to the
application which will be then forwarded to the Department of Conservation and the Minister of
Conservation for consideration. The Department of Conservation will undertake its own
consultation process and make recommendations to the Minister as to whether the
reclassifications should be endorsed.

Summary

13, The reclassification of Memorial Park in Picton for both the Picton Rescue Centre and to
formalise the reserve status of the balance of the park and other adjacent parcels has been open
for public consultation.

14.  There have been no substantive submissions on the reclassification process that would warrant
Council not endorsing the reclassification proposal.

RECOMMENDED

That Council agree that the above schedule of parcels be submitted to the Minister of
Conservation for reclassification under Section 16(1) and 24(1)(b) of the Reserves Act 1977,

Community and Financial Planning Committee — 17 October 2008

Classification by the Minister

Classification by the Minister

Department of Conservation,
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6. Marlborough District Libraries Activities Report —

August 1008 (L.270-01)

(Report prepared by G Webster)

August 2008 Statistics

1. Issues Returns Reference Door Count
Enquiries
District Library, 44,511 44,832 1,316 26,475 visits
Blenheim
Branch Library, 6,164 6,878 Not 6,271 visits
Picton collected
TOTAL 50,675 51,710 1,316 32,746 visits
Membership
2. New members joining the libraries in August were:

District Library, Blenheim 157
Branch Library, Picton 23
TOTAL 180

MP3 Talking Book Resources

- - m——— TNy
Rl 7 = | FEATURESA Y
Y eeTTING sTARTED () T @ | i PASSITON ()
‘/ ‘ |1 e 1| FUNCTIONS s

What is Playaway?

Playaway is the newest farmat of audio, combining a wide variety of content with an easy-1o-use player
aliin ene small unit. When you receive your Playaway, all you have to do is press play o start listening
immediately — there is no need for a separate player, and it comes with earbuds and a batlery fo
make it play.

Playaway |s the most simple and immediate way to enjJoy music and audiobooks. lts portability
allows users to enjoy their favorite authors and titles on-the-go, whenever and wheraver.

Reserves
Placed
1,239
272

1,511 reserves

The Talking Books resources in a MP3 format recently introduced to the libraries have proved

very popular. The shelving display unit very quickly looked bare and an additional 20 titles have
been purchased, bringing the total number of resources available to 60. They have a rental

charge of $4.00 for a 28 day loan.

Community end Fineucial Planning Committee - [7 October 2008
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Volunteers’ Morning Tea

4.  The District Library and the Picton Library/Service Centre recently held separate morning teas to
acknowledge the many hours of voluntary work provided by volunteers to assist the libraries. The
Friends of the Marlborough District Libraries organise rosters/timetables to assist the libraries in
a number of ways. Vohinteers shelve books, tidy areas of the collection; provide services to the
homebound by selecting, delivering, and exchanging books to those confined to their home, or in
rest homes. Others regularly visit the maternity ward at Wairau Hospital and distribute
information about the library, along with a Black & White Board book for the new parents to use
with their new baby. Friends of the Libraries also assist with book sales, evening literary events
and social occasions. The libraries are very grateful for the various roles the volunteers

undertake.

Picton Library

5. A Junior Bookclub is being held monthly for 8-12 year olds, and there are 10 students who
regularly attend.

6. St Josephs (whole school) visited the library during August.
7. Displays in the library have featured Playcentre; Adult Learning; and Foetal Alcohol.

Aotearoa People's Network (APN)

8.  The Aotearoa People’s Network is about providing free access to broadband internet services in
public libraries so that all New Zealanders can benefit from creating, accessing and experiencing
digital content.

9.  The libraries have been given a tentative date for installation being Monday 20" October and
Tuesday 21* October. Staff are in the process of arranging for computer cabling to be installed
and additional furniture to be purchased.

Sheet Music Collection

10. Work on cataloguing the sheet music collection is well underway. Once cataloguing is completed,
it will be a great advantage to members of the public who are looking for a particular music
score. Up until now looking for a particular piece of music has meant a long, laborious hunt
through the large collection of sheet music that was arranged very simply by genre.

11. The Odyssey Teen Reading Programme, promoting reading to our teen members, is being run
again in both libraries. Those who have enrolled in the programme, being held from 1st
September to 10 October, are asked to rate the books they have read and enter into the weekly
draw for a Warehouse voucher. A finale party will be held in both libraries at the end of the
programme where a digital camera will be awarded to one of the participants. 60 students have
enrolled at the District Library and 27 in Picton Library.

District Library — Building Compliance — Fire Alarm System

12.  Due to the present fire alarm system not meeting current public building standards, an upgrade to
the system will take place in October 2008. This will bring the building up to a recognised
standard of compliance and resolve some problems that exist with the current system.

RECOMMENDED
That the report be received.

Comnnnity and Financial Planning Conmmittes — 17 October 2008
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7. Execution of Deeds by Council (I.135-03)

(Report prepared by T Quirk)

1.  The present signing regime for documentation is for the seal to be affixed and witnessed by the
Mayor or nominee plus the Chief Executive or District Secretary.

2, The Property Law Act 2007 sets different requirements for execution of deeds.

3. There are different views, but the consensus opinion received by those acting for Council is that a
deed must now be executed by two elected members of Council with the common seal not
required.

4. Use of the seal, though no longer required, is not prohibited.

5. The present authority held is that the seal of Council can be affixed to any document which
relates to a transaction or consent approved by Council eg; an easement that has been approved
as part of subdivision consent, would fall within the ambit of this authorisation.

RECOMMENDED

That the signing authority by Council for any deeds provide for signature by any two councillors
but with the addition of the seal so that inclusion of the signing can be incorporated into the
Council’s seal register for record purposes.

Commnunity and Financial Plauning Committee — 17 October 2008
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8. MDC Holdings Ltd — Statement of Corporate Intent
for Financial year Ended 30 June 2009 (S405-03)

(Report prepared by M Fletcher)

1. Attached is the MDC Holdings Ltd Statement of Corporate Intent for the financial year ended 30
June 2009 and each of the immediately two following years. The attached statement was adopted
by the Board of MDC Holdings Ltd and is now provided for Council approval.

2. The proposed Statement of Corporate Intent is consistent with legislative requirements and the
financial targets are consistent with Council’s Annual Plan,

RECOMMENDED

That the proposed MDC Holdings Ltd’s Statement of Corporate Intent for the financial year
ended 30 June 2009 and each of the immediately two following years be approved.

Community and Financial Planning Committee — 17 October 2008
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STATEMENT OF INTENT

FOR THE FINANCIAL YEAR ENDING 30 JUNE 2009

AND EACH OF THE IMMEDIATELY FOLLOWING TWO YEARS

1. Introduction |

- MDC Holdings Limited (“the Company™) is a Council Controlled Trading Organization which
has been established by the Marlborough District Council (*the Council’) to act as a holding
company for its main trading enterprises.

- The Company is 100% owned by the Marlborough District Council.

- Port Marlborough New Zealand Limited is a wholly owned subsidiary of the Company.

- Marlborough Airport Limited is a wholly owned subsidiary of the Company.

- This Statement of Intent sets out the intentions and objectives for the financial year to 30
June 2009 and each of the immediately following two financial years for the Company.

- A separate Statement of Intent is completed by Port Marlborough New Zealand Limited and
approved by the company.

- A separate Statement of intent is completed by Marlbarough Airport Limited and approved
by the company.

| 2. Objectives of the Company

- The Company has the following objectives:

1. To operate as a successful holding company, both in a financial and commercial
sense,

2. To provide the means for bringing the main frading enterprises of the Council fogether
into one structure.

3. To separate the commercial frading activities of the Council from the other functions
carried out by the Council.

4, To provide an anticipated cashflow to the Council from its trading enterprises, by
means of a regular stream of dividend income.

5. To obtain commercial barrowing facilities at the most atfractive rates attainable.

6. To provide a forum for advising the Council on developing its policy in regard to the
trading activities carried out on behalf of the Council.

7. To own and oversee the operation of Marlborough Airport Limited for the purposes of
regional and econamic development as well as maximizing the return on assets

employed.
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Nature and Scope of the Activities to be Undertaken |

The Company will pursue policies designed to ensure the most efficient administration and
utilisation of the assets held by it.

The Company will monitor the financial and commercial performance of its subsidiaries.

The Company will encourage open discussion and dialogue with the representatives of its
subsidiaries.

Ratio of Shareholders’ Funds to Total Assets |

The ratio of shareholders’ funds to total assets in this year of the Company is projected to
be greater than 5%.

it is intended that the ratio of shareholders’ funds to total assets wili be maintained at not
less than 7.6%. This ratio will be reviewed annually in the light of projected cash flows and
the performance of its subsidiary.

The long-term target ratio of shareholders’ funds to total assets is to be greater than 5%.
This ratio will be reviewed annually in the light of projected Statements of Financial
Position.

Shareholders’ funds are defined as the sum of the amount of paid up share capital,
retained earnings, accumulated losses, revenue and capital reserves.

Total assets are defined as the sum of the net book value of current assets, investments,
fixed assets and tangible assets as disclosed in the Company's Statement of Financial
Position prepared in accordance with generally accepted accounting practice.

Statement of Accounting Policies |

1.

The measurement and reporting of earnings and financial position is in accordance with
International Financial Reporting Standards.

2. Accrual accounting is used to match expenses and revenue,
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6. Performance Targets |

The performance targets of the Company are as follows:

Budget Forecast Forecast
2008/2009 2009/2010 201072011
$'000 $'000 $°000
Dividend Income 11,700 1,700 1,700
Other Income 2,800 2,800 2,800
(Subvention payments MDC
& PML)
14,500 4,500 4,500
Total Income
Less Expenses
e Interest Paid 3,950 3,950 3,950
s  Operating &

Administration 100 100 100
Total Expense 4,050 4,050 4,050
Net Profit (Loss) 10,450 450 450
Before Taxation
Less Tax 0 0 0

10,450 450 450
Net Profit After Taxation
Proposed Dividends 10,450 450 450
Transferred to Retained 0 0 0
Earnings
Tax Paid Return on Opening 174% 75% 75%
Shareholders' funds

Assumptions
The following assumptions have been used to derive the forecasts cutlined above.
» That Port Marlborough will have borrowings of $30 million in the budget year.
That MDC Holdings Limited will have total debt of $49 miflion {including $30 million on lent to PML).
That Council will not call on MDC Holdings Limited for any finance during years two and three.
Interest calculated using a long run average of 8.0%.
Dividends income as supplied by Port Marlborough NZ Limited (per status quo forecast) ~ may be
subject to change as PML pursue its development plans.




| 7. Dividend Distribution Policy | 26

Profit retenfion and the level of dividends to be paid will be recommended from year to year
by the directors in accordance with results and circumstances prevailing, subject to solvency
certification at the time.

It is the intention of the directors to distribute, by way of dividend, all of the net tax paid profit
available.

| 8. Information to be provided to Shareholder |

The Company will provide interim six monthly reports to its shareholder on the results of its
trading.

It will further provide the same reports to its shareholder on the results of its subsidiary
company.

Consolidated financial accounts will only be provided at financial year-end.

In accordance with its Constitution, prior to approving the Statement of Intent of any
subsidiary, the Company will submit the Statement of Intent of any subsidiary or subsidiaries
to its shareholder.

The company will provide information which meets the requirements of the Companies Act
1993, the Financial Reporting Act 1993, the Local Government Act 2002 and the reporting
requirements prescribed from time to time by the Institute of Chartered Accountants of New
Zealand in order to enable the shareholder to make an informed assessment of the
Company's performance.

The Company will make the following reports available to its shareholder:
(@) Annual Statement of Corporate Intent

A Statement of Intent will be prepared in accordance with the Local Government Act
2002.

(b) Annual Report

An annual report will be prepared in accordance with the Local Government Act 2002,
the reporting requirements prescribed from time fo time by the Companies Act, the
Financial Reporting Act 1993 and the Institute of Chartered Accountants of New
Zealand. The annual report shall contain the following:

(i Statement of Financial Performance
(iiy Statement of Financial Position

i)y Statement of Cashflows

(iv) Statement of Movements in Equity
(v} Reporton Activities

(c) Half Yearly Reports

Half yearly reports will be prepared in accordance with the Local Government Act
2002, the reporting requirements prescribed from time to time by the Companies Act
1993 and the Institute of Chartered Accountants of New Zealand. The half-yearly
reports will include the following:

(i) Statement of Financial Performance
(iiy Statement of Financial Position
(i) Statement of Cashflows



{iv) Statement of Movemen’:s)al:?Equity
(v) Report on Activities

9.

Procedure for Acquisition of Shares in any Company or Other Organisation

All investment proposals for the acquisition of shares in the company or other organisation will
be considered in the first instance by the directors.

If any decision is contemplated to acquire assets, the value of which is more than half the value
of the Company's assets before the acquisition, that decision will be made only after the
directors have obtained the prior written approval of the Council, as majority shareholder.

10.

Procedure for the Disposition of Shares |

The Company will not dispose of any shares in Port Marlborough New Zealand Limited without
the prior written approval of Council as majority shareholder.

11.

Activities for which the Directorate Seeks Compensation from the Local
Authority

No compensation is sought or intended to be sought for any of the activities of the Company,
from the shareholder or any other party.

12. Commercial Value of Shareholder's Investment |

The commercial value of the shareholder's investment will firstly be based on the historical
accounts maintained by the Company in accordance with the accounting policies stated above.
The commercial value of shareholder's funds is normally $6,000,000.

From time to time the directors or the shareholder may request that an independent valuation of
the shareholder's investment be undertaken. The manner and timing of this assessment will be
determined by the purpose for which it is undertaken or by the terms of the request by the
directors or shareholder.

| 13. Other Matters

The Company may only appoint persons as directors of subsidiary or related companies with
the approval of the Council.

The Shareholder and directors agree that the above matters are the only ones fo be covered in
this Statement of Corporate Intent and that there are ne additional matters o be included.




28

9. MDC Holdings Ltd - Annual Report for Financial Year
Ended 30 June 2008 (S405-03)

(Report prepared by M Fletcher)

1. Attached (separately) is the MDC Holdings I.td Annual Report for the financial year ended 30
June 2008. The annual report includes the financial statements of:

(a) MDC Holdings Ltd (the Parent); and

(b) the Group, comprising MDC Holdings Ltd and its subsidiaries, i.e. Port Marlborough New
Zealand Ltd and Marlborough Airport Ltd.

2. The financial statements were approved, subject to audit, by the MDC Holdings Ltd’s Board at
its 22 September 2008 meeting. A clear audit report has been received for all companies and the
Group.

RECOMMENDED
That the MDC Holdings I.td Annual Report for the financial year ended 30 June 2008 be

received.

Convmunity and Financial Planning Committee — 17 October 2008
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MDC HOLDINGS LIMITED
ANNUAL FINANCIAL REPORT
For the Financial Year Ended 30 June, 2008

DIRECTORS’ REPCRT

The Directors of MDC Holdings Limited are pleased to present to the Shareholder their Annual Report and financial
statements for the year ended 30 June 2008.

The Directors are responsible for presenting financial statements, in accordance with New Zealand law and generally accepted
accounting practice, which give a true and fair view of the financial position of MDC Holdings Limited and its subsidiaries as
at 30 June 2008 and the results of the Group's operations and cash flows for the year ended on that date.

AUDITORS

Andit New Zealand is the auditor of MDC Holdings Limited for the year ended 30 June 2008. Deloitte, acting as agent for the
office of the Auditor General and is the anditor for Marlborough Airport Limited, Port Marlborongh New Zealand Limited
and its subsidiaries for the year ending 30 June 2008.

EMPLOYEE REMUNERATION

MDC Holdings Limited
MDC Holdings Limited and Marlborough Airport does not have any employees.

Port Marlborough New Zealand Limited
The number of employees whose total remuneration received in their capacity as employees was within the specified bands as
shown below.

Remuneration Number of Employses
2007 2008

110,000 — 119,000 1 -

120,000 - 129,000 1 1

130,000 — 139,000 2 -

140,000 — 149,000 - 2

150,000 — 159,000 - 1

190,000 — 199,000 1 -

240,000 — 249,000 - 1

The figures include all benefits and Fringe Benefit Tax.
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MDC HOLDINGS LIMITED
ANNUAL FINANCIAL REPORT
For the Financial Year Ended 30 June, 2008

INTEREST REGISTER
Directors’ Remuneration and Benefits

The remuneration paid to Directors during the year ended 30 June 2008 was:

2008 2007
$ $

MDC Holdings Limited
J Wallace (Chairman) 17,000 10,000
E G Johnson 8,500 6,000
A T Sowman 8,500 6,000
G A Hope 8,500 -
A D Barker - 6,000
Port Mariborough
D W R Dew 61.249 47,375
P J M Taylor 24,979 22,000
D K Prichard 24,979 29,375
J 1 Mayson 12,475 22,000
R C Penington 24,979 22,000
E G Johnson 13,750 -
A R Besley (Paid to Marlborough District 11,000 22,000
Council}
I M Patterson (Paid to Martborough District
Council) 13,750 )

Directors’ and Officers’ Liability Insurance

The parent company has arranged Directors’ and Officers’ Liability Insurance with Vero Liability Insurance Limited. Port
Marlborough has arranged Directors’ and Officers’ Liability Insurance with QBE Insurance International Limited. This cover
insures Directors against liabilities to other parties that may arise from their positions as Directors. The insurance does not
cover liabilities arising from criminal actions.

Directors' Interests in Contracts

The following Directors have declared interests in the identified entities. The declaration serves as notice that the Director
may benefit from any transaction between the holding company or group and the identified entities.

MDC Holdings Limited

Y Wallace: Chairman of Marlborough Airport Limited, secretary of Marlborough Regional Forest.

E G Johnson: Director of Fulton Hogan Ltd; director of Bank of New Zealand; director of Port Otago Limited; director of
Marlborough Afrport Limited; director of Port Marlborough New Zealand Limited; director of National Institute of Water and
Atmospheric Research Limited; director of Stone Farm Holdings Limited; director of Stone Farm Olives Limited, trustee of E
G and D M Johnson Family Trust,

A D Sowman: Director of Marlborough Airport Limited, Mayor of Marlborough District Council.

G A Hope: Director of Marlborough Airport Limited, director of Marypori Equities Limited.

Paqge 5 of 44



MDC HOLDINGS LIMITED
ANNUAL FINANCIAL REPORT
For the Financial Year Ended 30 June, 2008

Port Marlborough

D W R Dew: Chairman of Marlborough Lines Limited, Director Nelson Electricity Limited; Owner/Principal of Dew &
Company

R C Penington: Principal of consulting firm, Executive Project Support (2000} Limited, Project Director Kurahaupo Ki Te
Waipounamu Trust,

D K Pritchard: Director of Pritchard Group Limited, director of Wellington Waterfront Limited.

P I S Taylor: Chairman of the Public Trust; Chairman of Martin Jenkins & Associates; Deputy Chairman of New Zealand
Venture Investment Fund Limited; member of the Commerce Commission; member of Advisory Board of Marsh Limited;
member of the Audit Committee, Ngati Awa Group Holdings Ltd; director of Property Finance Group Ltd, director of Ryland
Estate Limited.

J M Patterson: Manager Corporate Finance and Planning, Marlborough District Council.

Directors' Loans

There were no loans by the company to Directors.
Use of Company Information

During the year, the Board did not receive any notices from Directors of the company requesting the use of company
information, received in their capacity as Directors, which would not otherwise have been available to them.,
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MDC HOLDINGS LIMITED
CORPORATE GOVERNANCE STATEMENT
For the Financial Year Ended 30 June, 2008

STATEMENT OF RESPONSIBILITY

The Directors are responsible for ensuring that the financial statements give a true and fair view of the financial position of the
company and the group as at 30 June 2008, and their financial performance and cash flows for the year ended on that date.

The Directors consider that the financial statements of the company and the group have been prepared using appropriate
accounting policies, consistently applied and supported by reasonable judgments and estimates and that all relevant financial
reporting and accounting standards have been followed.

The Directors believe that proper accounting records have been kept which .enable, with reasonable accuracy, the
determination of the financial position of the company and facilitate compliance of the statements with the Financial
Reporting Act 1993,

The Directors consider they have taken adequate steps to safeguard the assets of the company and the group to prevent and
detect frand and other irregularities.

CORPORATE GOVERNANCE STATEMENT

The Board of Directors is responsible for the corporate governance of the company. Corporate governance encompasses the
direction and control of the business by the Directors and the accountability of the Directors to the Shareholder, Marlborough
District Council, for the performance of the company, and compliance by the company with laws and standards. This
summary provides an overview of the company’s main corporate governance policies, practices and processes adopted or
followed by the Board.

Role of the Board of Directors

The Board of Directors (the “Board”) is appointed by the shareholders to supervise the management of the company and its
subsidiary companies (the “group™). The Board establishes the proup’s objectives, strategies for achieving objectives, and the
overall policy framework within which the group’s business is conducted and monitors management’s performance,

The Board also ensures that appropriate procedures are in place to provide for effective internal control.

Board Operations and Membership

The Board comprises four Directors, a Chairman and three Directors. Board members have an appropriate range of
proficiencies, experience and skills to ensure that all governance responsibilities are completed to ensure the best possible
management of resources. Directors’ details are set out on pages 5 and 6 of this report,

MDC Holdings Limited’s constitution sets out policies and procedures on the operation of the Board, including the
appoiniment and removal of Directors,

Statement of Corporate Intent

In accordance with Schedule 8 of the Local Government Act 2002 the Board submits a draft Statement of Corporate Intent
(SCI) for the coming financial year. The SCI sets out the company’s overall objectives, intentions, and financial and
performance targets. The SCI is approved by the shareholder, Marlborough District Council.

Risk Management

The Board has overall responsibility for the group’s internal control systems. The Board has established policies and
procedures that are designed to provide effective internal control. Annual budgets and longer-term strategic plans are
prepared, and agreed by the Board. Financial statements and operational reports are prepared on a six monthly basis and
reviewed by the Board.
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MDC HOLDINGS LIMITED
CORPORATE GOVERNANCE STATEMENT
For the Financial Year Ended 30 June, 2008

Financial Statements

Directors® Approval of Financial Statements for the Year Ended 30 June 2008.

Authorisation for Issue

The Board of Directors authorised the issue of these Financial Statements on 30 September 2008.

Approval by Directors

The Directors are pleased to present the Financial Statements of MDC Heldings Limited for the year ended 30 June 2008 on
pages 12 to 44,

fois /L

Vallace - Chairman Andrew Besley - Director
Fdr and on Behalf of the Board of Directors
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MDC HOLDINGS LIMITED
INDEPENDENT AUDIT REPORT TO THE SHAREHOLDERS OF MDC HOLDINGS LIMITED
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MDC HOLDINGS LIMITED
REVIEW OF ACTIVITIES - PARENT COMPANY
For the Financial Year Ended 30 June, 2008

In relation to the objectives set under the Statement of Corporate Intent the parent company’s performance was as follows:

Performance Measurement Actual Target
$°000 $°000
Dividend income 2,287 2,500
Other income 1,728 1,977
Tetal income 4,016 4,477

Less expenses:

s Interest paid 2,875 3,150
s Operating & administration 176 100
Total expenses 3,051 3,250
Net profit before tax 965 1,227
Less tax (63) 0
Net profit after tax 1,028 1,227
Dividends 1,258 1,227
Transferred to Retained Earnings 0 0
Tax paid return on opening shareholders’ funds 11% 20%
Shareholders funds to total assets 21% >5.0%
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MDC HOLDINGS' LIMITED
INCOME STATEMENT
For the Financial Year Ended 30 June, 2008

Group Parent
Notes 2008 2007 2008 2007
$*000 $°000 $°000 $°000
Revenue 2 19,828 17,644 4,016 3,238
Investment Property Revaluation 10 1,361 3,135 - -
Other income 2 40 72 - -
Operations and Maintenance (6,360) (4,518) (133) (115)
Employee benefits expense 4 (3,825) (3,322) (43) (28)
Depreciation, impairment and amortisation expense 2 (2,214) (2,042) - -
Finance costs 2 (3,008) (1,687) {2,875) {1,837
Profit before income tax expense 5,822 8,882 965 1,258
Income tax expense/(benefit) 3 1,231 1,510 (63) 185
Profit for the period 4,591 1372 1,028 1,073
STATEMENT OF CHANGES IN EQUITY
For the Financial Year ended 30 June, 2008
Group Parent
Notes 2008 2007 2008 2007
$*000 $°000 $°000 _$°000

Balance at beginning of the year 93,952 81,518 9,712 8,630
Gain/(loss) on property revaluation 17 - 5,000 - -
Income tax on items taken directly to or
transferred from equity 3 - 62 - -
Net income recognised directly in equity - 5,062 - -
Profit for the period 4,591 7,372 1,028 1,073
Total recognised income and expense for
the period 4,501 12,434 1,028 1,073
Adjustment on purchase of PMINZL
preference shares 16 (1,423) - - -
Dividends 19 (1,258) - {1,258) -
Balance at end of the year 95,860 93,952 9,482 9,712

Notes to the financial statements are included on pages 15 to 44 and are an integral part of, and should be read in conjunction
with these financial statements.
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MBC HOLDINGS LIMITED
BALANCE SHEET
As at 30 June, 2008

Group Parent
Notes 2008 2007 20068 2007
$°000 $°000 $°000 $°000

Current assets
Cash and cash equivalents 26 1,860 2,281 23 82
Trade and other receivables 6 1,638 1,754 705 736
Inventories 8 165 182 - -
Current tax assets 3 551 259 - -
Other financial assets - derivatives 7 230 538 164 339
Other financial assets - loans 23 1,074 1,122 1,074 1,122
Total current assets 5,618 6,136 1,966 2,279
Non-current assets
Other financial assets 23 - - 42,686 41,861
Property, plant and equipment 9 69,565 70,914 - -
Investment property 10 66,197 61,545 - -
Other intangible assets 11 109 139 - -
Total non-current assets 135,871 132,598 42,686 41,861
Total assets 141,489 138,734 44,652 44,140
Current liahilities
Trade and other payables 12 2,319 2,282 366 386
Provisions 13 36 34 - -
Total current liabilities 2,355 2,316 366 386
Non-current liabilities
Borrowings 15 34,755 33,930 34,755 33,930
Deferred tax liabilities 3 6,237 6,864 49 112
Provisions 14 2,282 1,672 - -
Total non-current liabilities 43,274 42,466 34,804 34,042
Tatal liabilities 45,629 44,782 35,170 34,428
Net assets 95,860 93,952 9,482 9,712
Equity
Capital and other equity instruments 16 6,000 7,425 6,000 6,000
Capita] Reserve 17 2,616 2,616 2,992 2,002
Revaluation Reserve 17 31,400 31,394 - -
Retained earnings 18 55,844 52,517 490 720
Parent entity interest 95,860 93,952 9,482 9,712
Total equity 95,860 03,952 9,482 9,712

Notes to the financial statements are included on pages 15 to 44 and are an integral part of, and should be read in conjunction
with these financial statements.
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MDC HOLDINGS LIMITED
CASH FLOW STATEMENT
For the Financial Year ended 30 June, 2008

Group Parent
Notes 2008 2007 2008 2007
$°000 $°000 §°000 5000

Cash flows from operating activities
Receipts from customers 19,796 17,326 - -
Interest received 155 177 1,145 916
Dividends received - - 2,287 1,751
Subvention receipts - - 520 455
Payments to suppliers and employees {9,563) (8,067 (115) (108)
Interest and other costs of finance paid (2,685) (2,355} {2,685) (2,430)
Subvention payments - - - -
Income tax paid (2,158) (1,320) - -
Goods and Services tax (net) (2) - -
Net cash provided by/(used in) operating
Activities 26(f) 5,545 5,759 1,152 584
Cash flows from investing activities
Payment for property, plant and equipment (4,060) (7.472) - -
Proceeds from sale of property, plant and
equipment 11 3 - -
Proceeds from repayment of related party
loans 47 - 647 -
Investment in subsidiaries (1,425) {1,120 (1,425) (4,870)
Payment for intangible assets {6) (87) - -
Payment for businesses 26(b) - (163) - -
Net cash (used in}/provided by investing
Activities (5,433) (8,841) (778) {4,870)
Cash flows from financing activities
Proceeds from borrowings 825 3,750 825 3,750
Dividends paid (1,258) - (1,258) -
Net cash used in financing activities (433) 3,750 (433) 3,750
Net increase in cash and cash equivalents (321) 668 (59) (536)
Cash and cash equivalents at the beginning of
the financial year 2,281 1,613 82 618
Cash and cash equivalents at the end of the
financial year 26(a) 1,960 2,281 23 82

Notes to the financial statements are included on pages 15 to 44 and are an integral part of, and should be read in conjunction
with these financial statements.
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

L SUMMARY OF ACCOUNTING POLICIES
Statement of Compliance

The company and group is a profit-oriented company incorporated in New Zealand. The company’s principal activity is
financial investment. One of the group’s subsidiaries, Port Marlborough New Zealand Limited provides port and marina
facilities at the northem tip of the South Isiand of New Zealand. The other subsidiary Marlborough Airport Limited operates
Marlborough’s principal airport at Woodbourne, west of Blenheim. The company is a reporting entity for the purposes of the
Financial Reporting Act 1993 and its financial statements comply with that Act,

The parent entity is Marlborough District Council.

The financial statements have been prepared in accordance with General Accepted Accounting Practice in New Zealand (“NZ
GAAP™). They comply with the New Zealand Equivalents to International Financial Reporting Standards (“NZ IFRS”) and
other applicable financial reporting standards as appropriate for profit-oriented entities.

Compliance with NZ IFRS ensures that the consolidated financial statements comply with International Financial Reporting
Standards (IFRS). The parent entity financial statements also comply with IFRS.

The financial statements were authorised for issue by the Directors on 30 September, 2008.

The financial statements comprise the activities of the MDC Holdings Limited and the other entities in which the Company has
a significant interest.

The group consists of:

e Port Marlborough New Zealand Limited
e  Marlborough Airport Limited.

*» MDC Holdings Limited.

Basis of Preparation

The financial statements have been prepared on the basis of historical cost, except for the revaluation of certain non-current
assets and financial instruments as outlined below. Cost is based on the fair values of the consideration given in exchange for
assets.

Accounting policies are selected and applied in a manner which ensures that the resulting financial information satisfies the
concepts of relevance and reliability, thereby ensuring that the substance of the underlying transactions or other events is
reported.

The preparation of financial statements in conformity with NZ IFRS requires management to make judgements, estimates and
assumptions that affect the application of policies and reported amounts of assets and liabilities, income and expenses, The
estimates and associated assumptions are based on historical experience and various other factors that are believed to be
reasonable under the circumstances, the results of which form the basis of making the judgements about carrying values of
assets and labilities that are not readily apparent from other sources. Actual results may differ from these estimates,

Significant judgements, estimates and assumptions made by Management in the preparation of these financial statements are
outlined below:

Estimate of useful life of assets including impairment {note 2(b))
Asset revaluation (notes 9 and 10)

Financial instraments (note 27)

Allowance for doubtful debts {note 6)

Current provision {note 13)

Non-current provisions (note 14)

. Contingent liabilities (note 21)

The accounting policies set out below have been applied in preparing the financial statements for the year ended 30 June, 2008,
the comparative information presented in these financial statements for the year ended 30 June, 2007,

The presentation currency is New Zealand Dollars ($), and amounts are rounded to the nearest $000,
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)

Significant Accounting Policies

The following significant accounting policies have been adopted in the preparation and presentation of the financial report;
Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and enterprises controlled by the
Company (its subsidiaries} made up to 30 June each year. Control is achieved where the Company has the power to govern
the financial and operating policies of an investee enterprise so as to obtain benefits from its activities.

All business combinations are accounted for by applying the purchase method.

On acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values at the date of
acquisition. Any excess (deficiency)} of the cost of acquisition over (below) the fair values of the identifiable net assets
acquired is recognised, as goodwill (Discount on Acquisition). If, after reassessment, the acquirer’s interest in the net fair
value of the acquiree’s identifiable assets, liabilities and contingent liabilities exceeds the cost of the business combination, the
difference is credited to the Income Statement.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated Income Statement from the
effective date of acquisition or up to the effective date of disposal, as appropriate. Where necessary, adjustments are made to
the financial statements of subsidiaries to bring the accounting policies used into line with those used by other members of the
Group.

All significant intragroup transactions and balances between group enterprises are eliminated on consolidation,

Investments in subsidiaries

Investments in subsidiaries are recorded in the parent entity’s financial statements at cost less any subsequent accumulated
impairment losses.

Revenue recognition

Revenue from a contract to provide services is recognised by reference to the stage of completion of the contract at reporting
date.

Sales of goods are recognised when the significant risks and rewards of ownership of the assets have been transferred to the
buyer which is usually when the goods are delivered and title has passed.

Interest income is accrued on a time basis, by reference to the principal outstanding and at the effective interest rate
applicable.

Dividend income from investments is recognised as revenue, net of imputation credits, when the sharcholders’ rights to
receive payvment have been established.

Other income is recognised as revenue when control over the assets is obtained.
Interest & dividends paid

Interest and dividends are classified as expenses or as distributions of profit consistent with the balance sheet classification of
the related debt or equity instruments or component parts of compound instruments.
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)

Leasing

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards of
ownership to the lessee. All other leases are classified as operating leases.

The Group as lessor

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. All operating
lease contracts contain market review clauses in the event that the Group exercises its option to renew. The lessee does not
have an option to purchase the property at expiry of the lease period.

The Group as lessee

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the relevant lease,
Taxation

Income tax expense represents the surn of the tax currently payable and deferred tax.

The tax currently payable is based on taxable profit for the year.

Taxable profit differs from net profit as reported in the Income Statement because it excludes items of income or expense that
are taxable or deductible in other years and it further excludes items that are never taxable or deductible.

The Group’s liability for current tax is calculated using tax rates that have been enacted or substantively enacted by balance
date. Current tax for current and prior periods is recognised as a liability (or asset) to the extent that it is unpaid {or
refundable). Tax assets and liabilities are offSet when MDC Holdings Limited has a legally enforceable right to set off the
recognised amounts and intends to settle on a net basis.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amount of assets and
liabilities in the financial statements and the corresponding tax basis used in the computation of taxable profit, and is
accounted for using the Balance Sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred tax assets are recognised to
the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the temporary difference arises from goodwill (or Discount on
Acquisition) or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction
that affects neither the tax profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in subsidiaries and associates,
and interests in joint ventures, except where the Group is able to control the reversal of the temporary difference and it is
probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each Balance Sheet date and reduced to the extent that it is no longer
probable that sufficient taxable profit will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the liability is settled or the asset
realised.

Deferred tax is charged or credited in the Income Statement, except when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with in equity.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current

tax liabilities and when they relate to income taxes levied by the same taxation authority and the Group intends to settle its
current tax assets and liabilities on a net basis.

Page 17 of 44



MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)
Property, plant and equipment, and depreciation

The Group has four classes of Property Plant and Equipment;
Frechold Land and Improvements

Buildings, Wharves, Infrastructure

Plant, Equipment, Furniture and Vehicles

Work in Progress

Freehold Land, and Buildings, Wharves, Infrastructure are initially stated at cost, and subsequently revalued to fair value at
the date of revaluation, as determined by an independent valuer and by reference to the assets highest and best use, less any
subsequent accumulated depreciation and subsequent accumuilated impairment losses. Revaluations are performed with
sufficient regularity such that the carrying amount does not differ materially from that which would be determined using fair
values at balance date.

Additions between valuations are recorded at cost. Cost represents the value of the consideration given to acquire the assets
and the value of other directly attributable costs that have been incurred in bringing the assets to the location and condition
necessary for their intended service

All other items of Property, Plant and Equipment are stated cost or deemed cost less any subsequent accumulated depreciation
and subsequent accumulated impairment losses.

Revaluation increments are credited to the asset revaluation reserve, except to the extent that it reverses a revaluation decrease
for the same asset previously recognised as an expense in profit or loss, in which case the increase is credited to the Income
Statement to the extent of the decrease previously charged. A decrease iu carrying amount arising on the revaluation is
charged as an expense in profit or loss to the extent that it exceeds the balance, if any, held in the asset revaluation reserve
relating to a previous revaluation of that asset. On disposal, the attributable revaluation surplus remaining in the revaluation
reserve, net of any related deferred taxes, is transferred directly to Retained Earmings.

Land Tmprovements and Buildings

Properties in the course of construction for production, rental or administrative purposes, or for purposes not yet determined,
are carried at cost, less any recognised impairment loss. Cost includes professional fees.

Infrastructural Assets

Infrastructural Assets, principally wharves and jetty facilities, are recorded at valuation established using depreciated
replacement cost, plus additions at cost less accumulated depreciation and accumulated impairment losses.

Depreciation

Depreciation is provided on a straight line basis on all property, plant and equipment other than land, at rates which will write
off the cost (or valuation) of the assets to their estimated residial values over their useful lives. Depreciation of these assets
commences when the assets are ready for their intended use.

Depreciation on revalued assets is charged to the Income Statement.

The gain or loss arising on the disposal or retirement of an asset is determined as the difference between the saies proceeds
and the carrying amount of the asset and is recognised in the Income Statement.

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

e Buildings 30 - 100 years
* Improvements 20 - 50 years
s  Infrastructural 10 — 50 years
s  Plant Equipment Furniture and Vehicles 2-10 years
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)
Investment property

Investment property is property held primarily to earn rentals and/or for capital appreciation, and includes Port Marlborough’s
marinas, reclamation land and their supporting facilities.

Investment property is stated at its fair value at balance date. An external, independent valuation firm, having an appropriate
recognised professional qualification and recent experience in the location and category of property being valued, values the
portfolio every year. The fair values are based on market values, being the estimated amount for which a property could be
exchanged on the date of valuation between a willing buyer and a willing seller in an arm’s length transaction after proper
marketing wherein the parties had each acted knowledgeably, prudently and without compulsion.

Gains or losses arising from changes in the fair value of investment property are included in the Income Statement for the
period in which they arise.

Non-current assets held for sale

Non-current assets (or dispesal groups) classified as held for sale are stated at the lower of their carrying amount and fair
value less costs to sell if their carrying amount will be recovered principally through a sale transaction rather than through
continuing use.

An impairment loss is recognised for any initial or subsequent write down of the asset (or disposal group) to fair value less
costs to sell. A gain is recognised for any subsequent increases in fair value less costs to sell of an asset (or disposal group),
but not in excess of any cumulative impairment loss previously recognised. A gain or loss not previously recognised by the
date of the sale of the non-current asset {or disposal group) is recognised at the date of de-recognition.

Non-current assets (including those that are part of a disposal group) are not depreciated or amortised while they are classified
as held for sale. Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale continue
to be recognised.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are presented
separately from the other assets in the Balance Sheet. The liabilities of a disposal group classified as held for sale are
presented separately from other liabilities in the Balance Sheet.

Impairment

At each reporting date, the Group reviews the carrying amounts of its tangible and intangible assets to determine whether
there is any indication that those assets have suffered an impairment loss. If any such indication exists and for indefinite life
intangibles, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if any).
Where it is not possible to estimate the recoverable amount of an individual asset, the Group estimates the recoverable amount
of the cash generating unit to which the asset belongs.

Recoverable amount is the greater of market value less costs to sell and value in use.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset,

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (cash-generating unit) is reduced to its recoverable amount.

For non-revalued assets, impairment losses are recognised as an expense immediately.

For revalued assets, other than investment property, the impairment loss is treated as a revaluation decrease to the extent it
reverses previous accumulated revaluation increments for that asset class.

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, subject to the restriction that the increased carrying amount does not exceed the
carrying amount that would have been determined had no impairment loss been recognised for the asset (cash-generating unit)
in prior years. A reversal of an impairment loss is recognised as income immediately, unless the relevant asset is carried at a
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)

revalued amount, in which case the reversal of the impairment loss is treated as a revaluation increase to the extent that any
impairment losses on the same asset had been previously charged to equity.

Intangibles

Software is a finite life intangible and is recorded at cost less accumulated amortisation and impairment. Amortisation is
charged on a straight line basis over their estimated useful lives between 1 and 5 years. The estimated useful life and
amortisation method is reviewed at the end of each annval reporting period.

Imventories
Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the weighted average cost method.

Net realisable value represents the estimated selling price less all estimated costs of completion and costs to be incurred in
marketing, selling and distribution. Provision has been made for obsolescence where applicable. Inventories are held for
maintenance purposes only.

Financial instruments

Financial assets and financial liabilities are recognised on the Group’s balance sheet when the Group becomes a party to the
contractual provisions of the instrument.

Financial assets

Financial assets are classified into the following categories: “fair value through profit loss”, “available for sale”, “held to
maturity” and “loans and receivables”. The classification depends on the nature and purpose of the financial assets as
determined at the time of initial recognition. Policies in respect of individual categories of financial assets are outlined as
follows:

Cash & Cash Equivalents
Cash and cash fall into the “loans and receivables” category, and comprise cash on hand and demand deposits, and other

short-term highly liquid investments that are readily convertible to a known amount of cash and are subject to an insignificant
risk of changes in value.

Trade & Other Receivables

Trade receivables fall into the “loans and receivables” category, and are measured at initial recognition at fair value, and are
subsequently measured at amortised cost using the effective interest rate method, Appropriate allowances for estimated
irrecoverable amounts are recognised in the Income Statement when there is objective evidence that the asset is impaired. The
allowance recognised is measured as the difference between the asset’s carrying amount and the present value of estimated
future cash flows discounted at the effective interest rate computed at initial recognition.

Derivative Finarcial Instruments

The Group enters into interest rate swaps to manage interest rate risk. Derivative financial instruments fall into the “fair value
through profit or loss” category. Derivatives are initially recognised at fair value on the date a derivative contract is entered
into ad are subsequently re-measured to their fair value. Derivative instruments entered into by the company and Group do not
qualify for hedge accounting. Changes in the fair value of any derivative financial instrument that does not qualify for hedge
accounting are recognised in the Income Statement. The Group does not use derivative financial instruments for speculative
pUIpOSES.

Financial liabilities
Financial liabilities are classified into the following specified categories: “fair value through profit or loss” and “other
financial liabilities”. Policies in respect of individual categories of financial liabilities are outlined as follows:

Trade & Other Pavables
Trade and other payables fall into the category of “other financial liabilities™ and are initially measured at fair value, and
subsequently measured at amortised cost, using the effective interest rate method.

Borrowings
Borrowings fall into the category of “other financial liabilities” and are initially recognised at cost, being the fair value of the
consideration received net of issue costs associated with the borrowing. After initial recognition, these loans and borrowings
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

SUMMARY OF ACCOUNTING POLICIES (cont.)

are subsequently measured at amortised cost using the effective interest rate method which allocates the cost through the
expected life of the loan or borrowing. Amortised cost is calculated taking into account any issue costs, and any discount or
premium on drawdown.

Bank loans are classified as current liabilities (either advances or current portion of term debt) unless the company and Group
has an unconditional right to defer settlement of the liability for at least 12 months after the balance sheet date,

Eguity instruments
Equity instruments issued by the Company are recarded at the proceeds received, net of direct issue costs.

Employee entitlements -

Provision is made in respect of the company’s and Group’s liability for retiring gratuity allowances, annual and long service
leave, and sick leave.

The retiring gratuity liability is assessed on an actuarial basis using current rates of pay taking into account years of service,
years to entitlement and the likelihood staff will reach the point of entitlement. These estimated amounts are discounted to
their present value

Liabilities for accumulating short-term compensated absences {(e.g., annual and sick leave) are measured as the additional
amount of unused entitlement accumulated at balance date.

Provisions

Provisions are recognised when the company and Group has a present obligation as a result of a past event, and it is probable
that the Group will be required to settle that obligation. Provisions are measured at management’s best estimate of the
expenditure required to settle the obligation at balance date, and are discounted to present value where the effect is matesial.

Goods and services tax

MDC Holdings Limited is not registered for GST therefore these financial statements have been prepared inclusive of GST,
where applicable.

Statement of cash flows

Operating activities include cash received fiom all income sources of the company and Group and record the cash payments
made for the supply of goods and services.

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

Financing activities comprise activities that change the equity and debt capital structure of the company and group.

Changes in Accounting Policies

There have been no significant changes in accounting policies.

Standards and Interpretations in issue not yet adopted
At the date of anthorisation of the financial statements, a number of Standards and Interpretations were in issue
but not yet effective.

Initial application of the following Standards will not affect any of the amounts recognised in the financial
statements, but will change the disclosures presently made in relation to the company’s and group’s financial
statements:

Effective for annual Expected to be initially

reporting periods applied in the financial
Standard beginning on or after year ending
NZ 1AS-1 “Presentation of Financial Statements’ — Revised 1 January 2009 30 June 2010
Standard
NZ IFRS-8 ‘Operating Segments’ 1 Japuary 2009 30 June 2010

Page 21 of 44



MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

NZ IAS-1

The revised NZ IAS 1 requires the presentation of all recognised income and expenses in one statement (a
statement of comprehensive income) or in two statements (an income statement and a statement of
comprehensive incoms), separately from owner changes in equity. The revised standard also includes other minor
changes to presentation and disclosure requirements,

NZ IFRS-8

NZ IFRS-8 replaces NZ 1AS-14 ‘Segment Reporting’. NZ [FRS-8 extends the scope of segment reporting and
requires identification of operating segments and disclosures based on internal reports that are regularly reviewed
by the entity's chief operating decision maker in order to allocate resources to the segment and assess its
performance.

Initial application of the following Standards and Interpretations is not expected to have any material impact on
the financial statements of the company and group:

Effective for annual Expected to be initially
reporting periods applied in the financial
Standard/Interpretation beginning on or after year ending
NZ IFRIC-12 “Service Concession Amrangements’ 1 January 2008 30 June 2009
NZ IFRIC-13 “Customer Loyalty Programmes’ 1 July 2003 30 June 2009
NZ IFRIC-14 "NZ 1AS-19 — The Limit on a Defined 1 January 2008 30 June 2009
Benefit Asset, Minimum Funding Requirements and
their Interaction’
IFRIC-15 “Agreements for the Construction of Real Estate’ 1 January 2009 30 June 2010
IFRIC-16 ‘Hedges of a Net Investment in a Foreign
Operation’
1 October 2008 30 June 2010
NZ JAS-23 ‘Borrowing Costs’ — revised 2007 1 January 2009 30 June 2010
Amendments to NZ IFRS-2 ‘Share-Based Payment’ — 1 January 2009 30 Jane 2010
Vesting Conditions and Cancellations
NZ IFRS-3 ‘Business Combinations’ —revised 2008 1 July 2009 30 June 2010
Amendments to NZ IFRS-4 ‘Insurance Contracts — The 1 January 2009 30 June 2010
Scope of Insurance Activities and Differential
Reporting Concessions
NZ IAS-27 ‘Consolidated and Separate Financial 1 July 2009 30 June 2010
Statements’ — revised 2008
Revised Amendments to NZ IAS 32 ‘Financial 1 January 2009 30 Tune 2010
Instruments: Presentation’ and NZ [AS 1
‘Presentation of Financial Statements’ — Puttable
Financial Instruments and Obligations Arising on
Liquidation
Improvements to New Zealand Equivalents to International Various* 30 June 2010
Financial Reporting Standards 2008
Amendments to NZ IFRS 1 ‘First-time Adoption of New 1 January 2009 30 June 2010
Zealand Equivalents to International Financial
Reporting Standards” and NZ TAS 27 ‘Consolidated
and Separate Financial Statements’ - Cost of an
Investment in a Subsidiary, Jointly Controlled Entity
or Associate
Omnibus Amendments (2007)** 1 January 2008 30 June 2009

* The effective date and transitional provisions vary by Standard. Most of the improvements are effective for annual periods
beginning on or after 1 January 2009, with earlier adoption permitted, and they are to be applied retrospectively.

** The Omnibus Amendments (2007) are minor clarifications or corrections to the New Zealand specific
paragraphs of certain New Zealand equivalents to International Financial Reporting Standards.
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NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

Notes
2. PROFIT FROM OPERATIONS

(a) Revenue
Revenue from operations
consisted of the following items:

Revenue from the rendering of services
Operating lease rental revenue:
Investment properties
Interest revenue:
Bank deposits / IRD use of money
Related party loans
Dividend revenue
Subvention

Attributable to:
Continuing operations

(b) Profit before income tax

Profit before income tax has been arrived

at after crediting/(charging) the following gains
and losses from continuing and

discontinued operations

(Loss)/gain on disposal of property, plant and equipment
Other

Gains attributable to:
Continuing operations

Profit before income tax has been arrived
at after charging the following expenses:

Finance costs
Interest on loans
Other interest expense

Total interest expense

Other finance costs- losses/(gains)
on Derivatives
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Group Parent
2008 2007 2008 2007
$*600 $’080 $°000 $°000
12,944 11,474 1 11
6,730 5,991 - -
154 179 - 108
- - 1,163 848
- - 2,287 1,751
- - 565 520
15,828 17,644 4016 3,238
19,828 17,644 4016 3,238
(22) 4 - -
62 68 - -
40 72 - -
40 72 - -
2,698 2,405 2,698 2,398
2,698 2,405 2,698 2,398
310 {718} 177 (561)
3,008 1,687 2,875 1,837




MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

Notes
2. PROFIT FROM OPERATIONS cont,
Direct operating expenses of investment
properties:
Properties generating rental income
Depreciation of non-current assets 9

Amortisation of non-current assets
Impairment of non-current assets

Atiributable to:
Continuing operations

Donations / Sponsorship
Operating lease rental expenses:

Employer contribution to superannuation

3. INCOME TAXES

Notes
{a) Income tax recognised in profit or loss
Tax expense/(income) comprises:
Current tax expense/(income)
Deferred tax expense/(income) relating to
the origination and reversal of temporary
differences
Total tax expense

Attributable to:
Continuing operations
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Group Parent
2008 2007 2008 2007
$£’000 $’000 $000 $°000
2,018 1,549 - -
1,896 1,645 - -
58 133 - -
260 259 - -
2,214 2,042 - -
2,214 2,042 - -
57 55 - -
133 107 - -

Group Parent
2008 2007 2008 2007
$°000 $7000 $'000 $2000
1,865 1,837 - -
(634) (327 (63) 185
1,231 1,510 (63) 185
1,231 1,510 (63) 185




MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

3. INCOME TAXES cont.
Notes

The prima facie income tax expense on pre-tax
accounting profit from operations reconciles to
the income tax expense in the financial
statements as follows:

{Profit)/loss before taxation

Income tax expense calculated at 33%
Non-deductible expenses

Non taxable income

Group loss offsets

Effect on deferred tax balances due to the
Change in income tax rate from 33% to 30%
Effective 1 April 2008

Other

{Over)/under provision of income tax in
previous year

Group
2008 2007
$°000 $°000
5,822 8,882
1,920 2,931
131 91
(343) (1,410
36 (151)
- 49
1,242 1,510
(11) -
1,231 1,510

Parent
2008 2067
$’°000 $°060
965 1,258
318 415
(754) (578)
378 348
(5) -
(63) 185
(63) 185

The tax rate used in the above reconciliation is the corporate tax rate of 33% payable by New Zealand corporate entities on taxable
profits under New Zealand tax law. There has been no change in the corporate tax rate when compared with the previous reperting

period.

As a result of the Government of New Zealand’s announcement in May 2007 that the corporate tax rate will change from 33% ic
30% effective from the 2008 / 2009 income year, the deferred taxation account has been measured and recorded to account for

estimated reversals of temporary differences accordingly.

Notes

(b) Income tax recognised directly in equity
The following current and deferred
amounts were charged
directly to equity during the period:
Deferred tax
Property revaluations
Effect of change in tax rate from
33% to 30% effective 1 April 2008

{(¢) Current tax assets and liabilities
Current tax assets:
Tax refund receivable
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Group
2008 2007
$°000 $°000
- 555
- (617)
- (62)
551 259

2008
$:000

Parent
2007
000




MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

Group Parent
Notes 2008 2007 2008 2007
000 $°000 $°000 3’004
3. INCOME TAXES cont.
(d)  Deferred tax balances
Deferred tax liabilities comprise:

Temporary differences 6,237 6,864 49 112

Taxable and deductible temparary differences arising from the following:

2008 Group
Opening Charged  Disposal of  Charged Closing
balance toincome  Subsidiary to equity balance
$°000 $000 $000 $°0G0 $°000
Gross deferred tax liabilities:
Hedging instruments 178 (109) - - 69
Property, plant & equipment 5,311 {162) - - 5,149
Investment property 1,979 (164) - - 1,815
7,468 (435) - - 7,033
Gross deferred tax assets:
Provisions 604 (192) - - 796
604 (192} - - 796
Attributable to:
Continuing operaticus 6,364 (627) - - 6,237
2007 Group
Opening Charged  Disposal of Charged Closing
balance to income  Subsidiary  to equity balance
§000 $000 000 $'000 $'000
Gross deferred tax liabilities:
Hedging instruments 14 led - - 178
Property, plant & equipment 5,513 (140} - (62) 5,311
Investment property 2,343 (364) - - 1,979
7,870 (340) - (62) 7,468
Gross deferred tax assets:
Provisions 544 60 - - 604
Derivatives 73 (73) - - -
617 (13) - - 604
Aitribufable to:
Continuing operations 7,253 (327) - (62) 6,864
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NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

3. INCOME TAXES cont.

Taxable and deductible temporary differences arising from the following:

2008 Parent
Opening Charged  Disposal of  Charged Closing
balance to income  Subsidiary  to equity balance
$'000 $2000 $*000 $2000 $000
Gross deferred tax liabilities:
Hedging instruments 112 (63) - - 49
Property, plant & equipment - - - - -
Investment property - - - - -
112 {63) - - 49
Gross deferred tax assets:
Provisions - - - - -
Attributable to:
Continuing operations 112 {63) - - 45
2007 Parent
Opening Charged  Disposal of Charged Closing
balance toincome  Subsidiary  to equity balance
§°000 $°000 $000 $000 $000
Gross deferred tax liabilities:
Hedging instruments - 112 - - 112
Property, plant & equipment - - - - -
Investment property - - - - -
. 112 - - 112
Gross deferred tax asseis:
Provisions 1 (D - - -
Hedging instruments 73 (73) - - -
74 (74) - - -
Attributable to:
Continuing operations (74) 186 - - 112
Group Parent
2008 2007 2008 2007
$°600 $°000 $°000 $°000
(e) Imputation credit account balances
Balance at beginning of the period 16,588 15,330 4,595 3,732
Taxation paid 2,405 2,044 - -
Income tax refund (247) {791) - .
Prior period adjustment 100 5 - -
Attached to dividends paid (620) - (620) -
Attached to dividends received - - 1,126 863
Balance at end of the period 18,226 16,588 5,101 4,595

(Available directly and indirectly
To shareholders of the parent
company, throngh Parent company)
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2008

$°000

2007

5000

4. KEY MANAGEMENT PERSONNEL COMPENSATION

2008
$°000

Parent
2007
$°000

Included in employee benefit expenses is the compensation of the Directors and Executives, being the key management

personnel of the group which is set out below:

Short-term employee benefits
Post-employment benefits
Other long-term employee benefits

5. REMUNERATION OF AUDITORS

Audit of the financial statements
Other assurance services
Other non-aundit services

6. CURRENT TRADE & OTHER RECEIVABLES

Trade and other receivables (i)
Allowance for doubtful debts

Other — Related Party
Goods and services tax (net)
Prepayments

981 953 43 28
88 - ; ]
1,069 953 43 28
90 72 22 14

- 42 . .

. 6 . -

90 120 22 14
1,536 1,768 1 93
(58) (32) ] )
1,478 1,736 i 93
157 10 704 640
3 5 . ]

- 3 3
1,638 1,754 705 736

(i)Trade and other receivables are non-interest bearing and receipt is normally within 30 — 90 days, therefore the carrying
value of trade and other receivables approximates their fair values. Interest may be charged on past due trade receivables
depending on circumstances. An allowance has been made for estimated irrecoverable amounts from the sale of goods and
services, determined by reference to past default experience. Any movement in the allowance for doubtful debis is recogrised

in the profit or loss for the cwrent financial year,

7. DERIVATIVE FINANCIAL INSTRUMENTS

At fair value
Interest rate swaps

230

538

164

339

8. CURRENT INVENTORIES
Goods held for maintenance
At cost

165

182
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NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

0. PROPERTY, PLANT & EQUIPMENT

GROUP

Gross carrying amount

Balance at 1 July, 2006

Additions

Disposals

Transfers from capital work in progress
Transfer - other

Net revaluation
increments/(decrements)

Balance at 3¢ June, 2007

Additions

Disposals

Transfers from capital work in progress
Transfers to investment properties —
Note 10

Transfers to other intangible assets —
Note 11

Transfer to Income Statement — Note 2
Transfer - other

Net revaluation
increments/(decrements)

Balance at 30 June, 2008

Accumulated depreciation/
amortisation and impairment
Balance at 1 July, 2006
Disposals

Net adjustments from revaluation
increments/ (decrements)
Depreciation expense — Note 2

Balance at 30 June, 2007

Disposals

Net adjustments from revaluation
increments/ (decrements)
Depreciation expense — Note 2

Balance at 30 June, 2008
Net book value

As at 30 June, 2007
As at 30 June, 2008
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Freehold Buildings Plant, Work In Tatal
Land and And Wharf Equipment, Progress
Improvements Infrastructure  Furniture and at Cost
AtFair At Fair Vehicles
Value Value at Cost $000 $2000
$°000 $°000 $°000
22,969 38,704 4,554 1,041 67,268
- 1 214 5,426 5,641
. : (23) - (23)
307 - - (307) -
- - - {123) (123)
2,881 (841) - - 2,040
26,157 37,864 4,745 6,037 74,803
175 157 251 3,014 3,597
- - (199) - (199}
3,903 567 310 (4,780) -
- - - (2,487) (2,487
- - - (22) (22)
- - - (260} (260)
- - - (252) (252}
30,235 38,588 5,107 1,250 75,180
Freehold Buildings Plant, Work In Total
Land and And Wharf Equipment, Progress
Improvements Infrastructure  Furniture and at Cost
At Fair At Fair Vehicles
Value Value at Caost - $°000 $'000
$000 $*000 $°000
292 1,799 2,883 - 4974
- - (23) - (23)
(319) (2,388) - - (2,707)
183 1,109 353 - 1,645
156 520 3,213 - 3,889
- - (170) - (170)
246 1,298 352 - 1,896
402 1,818 3,395 - 5,615
26,001 37,344 1,532 6,037 70,914
29,833 36,770 1,712 1,250 69,565




MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

9. PROPERTY, PLANT & EQUIPMENT cont.
Wharves and Jeity Facilities and Freehold Land and Buildings Carried at Fair Value

An independent valuation of Port Marlborough’s wharves and jetty facilities and land and buildings is performed on a 3-
yearly basis. The most recent valuation was at 30 June 2007. The valuation was performed by DTZ, registered independent
valuers not related to the consolidated entity, to determine the fair value of the land and buildings at that time.

In respect of wharf infrastructure valuations have been based on depreciated replacement cost. Land and buildings were
valued using an investment approach based on market indicated yields.

Under the New Zealand Property Institute Practice Standard 1, which came into force from 1 May, 2004, all valuations must
be assessed as at the date of inspection of the property, except where the valuation instructions are to assess the value at a
retrospective date.

The carrying amount of wharves and jetty facilities and land and buildings had they been recognised under the cost model are
as follows:

Group Parent

2008 2007 2008 2007

$’000 $°000 $’000 $°000

Wharves and Jetty Facilities 15,032 15,370 - -

Freehold land and Improvements 12,427 8,995 - =

Buildings 3,727 3,475 - -
10. INVESTMENT PROPERTY

Balance at beginning of financial year 61,545 57,584 - -

Additions from subsequent expenditure 804 826 - _

Transfers from capital work in progress (note 9) 2,487 - - -

Net gain/(loss) from fair value adjustments 1,361 3,135 - -

Balance at end of financial year 66,197 61,545 - -

The fair value of the consolidated entity’s investment property at 30 June, 2008 (30 June, 2007) has been arrived at on the
basis of a valuation carried out at that date by A G Stewart (Bcom Dip Urb Val, FPINZ) of DTZ New Zealand Limited,
independent registered valuers not related to the consolidated entity. The valuation was arrived at by reference to market
evidence of transaction prices for similar properties.
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11. OTHER INTANGIBLE ASSETS
Group Parent
Software Software
$°000 $°0060
Gross carrying amount
Balance at 1 July, 2006 152 -
Additions i26 -
Balance at 30 June, 2007 278 -
Additions 6 -
Transfers from capital work in progress (note 9) 22 -
Balance at 30 June, 2008 306 -
Accumulated amortisation & impairment
Balance at 1 July, 2006 121 -
Amortisation (i) 18 -
Balance at 30 June, 2007 139 -
Amortisation (i) 58 -
Balance at 30 June, 2008 197 -
Net book value
As at 30 June, 2007 139 -
As at 30 Tune, 2008 109 -
(i) Amortisation expense is included in the line item ‘depreciation and amortisation expense’ in the income statement.
12. CURRENT TRADE & OTHER PAYABLES
Group Parent
2008 2007 2008 2007

$°000 $°000 $°000 $°000
Trade creditors 970 1,047 11 34
Rentals received in advance 486 517 - -
Employee entitlements 362 409 - -
Other 500 200 355 352
Related Parties 1 109 - -

2319 2,282 366 386
(i) The consolidated entity has financial risk management policies in place to ensure that all payables are paid within the

credit timeframe.

13. CURRENT PROVISIONS

Movement in Provision, Employee Benefits

Opening balance 34 40 - -
Additional provision/(reduction to provision)

For the current period 2 (6)

Closing balance 36 34
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MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
Eor the Financial Year ended 30 June, 2008

14. NON CURRENT PROVISIONS

To reflect the company’s obligation to maintain the runway under their licence agreement with New Zealand Defence Force
the provision for resealing is reviewed each year As a result of advice from an independent adviser the provision in the current
year is $610,000 per annum (2007: $359,000) reflecting the likely need to spend approximately $3.3 to $3.5 million resealing
the runway in 2010,

Group Parent
2008 2007 2008 2007
$°000 5000 §£°000 $°000
Opening balance 1,672 1,313 - -
Additional provision recognised 610 359 - -
Closing balance 2,282 1,672 - -
15. NON-CURRENT BORROWINGS
Secured
At amortised cost:
Loans from:
Banks 34,755 33,930 34,755 33,930
Loan Maturities

Funds have been raised under a $45 million multi-option facility agreement with the Bank of New Zealand. The terms of that
agreement provide for a rolling term of not less than two years and not greater than five years.

Interest and Security

Term loans incurred an interest expense of $2,698,000 (2007 $2,405,000). Interest rates ranged between 8.02% and 9.24%
(2007 7.48% and 8.55%). Term loans have been secured by way of first mortgage over Certificates of Title 4C/1465, 3B/322,
3B/323, 3B/324 and 5D/878 of the Marlborough Land Regisiry. In addition a Negative Pledge Deed has been entered into
with Port Marlborough New Zealand Limited.

16. CAPITAL AND OTHER EQUITY INSTRUMENTS

6,000,000 fully paid ordinary shares

(2007: 6,000,000} 6,000 6,000 6,000 6,000

(0 redeemable preference shares

(2007: 1,425,000) - 1,425 - .
6,000 7,425 6,000 6,000

Changes to the Companies Act in 1993 abolished the authorised capital and par value concept in relation to share capital from
1 July, 1994, Therefore, the company does not have a limited amount of authorised capital and issued shares do not have a
par value.

At balance date MDCH had issued 56,000,000 shares (2007: 56,000,000} of which 6,000,000 are fully paid. The remaining
50,000,000 shares (2007:50,000,000) were issued for §1 per share and are yet to be called up.

All shares carry equal voting rights and the right to share in any surplus on winding up the Company. None of the shares
carries fixed dividend rights.
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16. CAPITAL AND OTHER EQUITY INSTRUMENTS contd.

GROUP 2008 2007
No No
000 $°000 000 $°000
Redeemable preference shares
Balance at beginning of financial year 1,425 1,425 1,425 1,000
Movements - Issue of shares - - - 495
- Conversion to ordinary shares (1,425) {1,425) - -
Balance at end of financial year - - 1,425 1,425

During the year the 1,425,000 $1.00 non-participating preference shares previously issued by Port Marlborough New Zealand
Limited to Marlborough Disirict Council were purchased by MDC Holdings Limited and subsequently converted to fully paid
ordinary shares.

Group Parent

2008 2007 2008 2007
$°000 $°000 $°000 5’000

17. RESERVES
Capital (z) 2,616 2,616 2,992 2,992
Asset revaluation (b) 31,400 31,394 - -
34016 34,010 2,992 2,992

(a) Capital reserve
Balance at the beginning of financial year 2,616 2,616 2,892 2,992
Movements - - . _
Balance at end of financial year 2,616 2,616 2,992 2,992

The Capital reserve is used ffom time to time to transfer capital profits from retained profits. There is no policy of regular
transfer.

(b) Asset revaluation reserve

Balance at the beginning of financial year 31,394 26,332 - -
Revaluation increments/(decrements) - 5,000 - .
Deferred tax — Property revaluations - (555) - -
- Change in tax rate - 617 - -
- Other 6 - - -
Balance at end of financial year 31,400 31,354 - -

The asset revaluation reserve arises on the revaluation of Port Marlborough’s wharves and jetty facilities, land and buildings.
Where a revalued wharf, jetty facility, land or building is sold etc, that portion of the asset revaluation reserve which relates to
that asset, and is effectively realized, is transferred directly to retained profits.

18. RETAINED EARNINGS

Ralance at the beginning of financial year 52,517 45,145 720 (353)
Net profit attributable to members of the parent entity 4,604 7,372 1,028 1,073
Dividends provided for or paid (note 19) {(1,258) - (1,258) .
Other (19) - - R
Balance at end of financial year 55,844 52,517 49Q 720
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19. DIVIDENDS

2008 20607
Cents per Total Cents per Total
Share $000 Share $000
Recognised amounts
Fully paid ordinary shares 20.96 1,258 - -

At time of distribution, fully paid ordinary shares which participated in the distribution were 6,000,000, In addition, the above
cash distributions carried maximum imputation credits.

20. COMMITMENTS FOR EXPENDITURE

Group Parent

2008 2007 2008 2007

§'000 $'000 $°000 3’000
(a) Capital expenditure commitments
Property Plant and equipment 1,361 766 - -
Car park and improvements - 204 - N
Intangible assets - 5 - .

1,361 975 - -

(b) Lease commitments

Non-cancellable operating lease commitments are disclosed in note 22 to the financial statements. There are no finance lease
liabiiities.

21. CONTINGENT LIABILITIES
Group Parent
2008 2007 2008 2007
$°000 $°000 5°000 $°000

2008 Group and Parent Contingent liabilities
For a number of years Port Marlborough has been in dispute over a claim relating to a contract to deepen and extend
Havelock’s existing marina basin.

At balance date the amount still in dispute was $65,625. The claim has been evaluated by experts and rejected.

22. LEASES
Operating leases as lessee

(a) Leasing arrangements

Operating leases relate to Port Marlborough’s motor vehicles. All operating lease contracts contain market review clauses in
the event that Port Marlborough exercises its option to renew. Port Marlborough does not have an option to purchase the
leased asset at the expiry of the Jease period.

Group Parent

2008 2007 2008 2007
§°000 $°000 $£°000 $2000

(b) Non-cancellable operating lease paymenis
Not longer than 1 year 31 56 - -
Longer than ! year and not longer than 5 years 9 27 - -
Longer than 5 years - - - -
40 83 - -

Page 34 of 44



MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

22, LEASES contd.

Disclosures for lessors

(a) Leasing arrangements

Operating leases relate to rental property owned by Port Marlborough with lease terms of up to 30 years, with provision for
renewal. All operating lease contracts contain market review clauses in the event that Port Marlborough exercises its option to
renew. The lessee does not have an option to purchase the property at the expiry of the lease period.

Group Parent

2008 2007 2008 2007
$°000 $°000 $°000 $°000

(b)  Non-cancellable operating lease receivables
Not longer than 1 year 3,967 3,574 - -
Longer than 1 year and not longer than 5 years 10,348 10,700 - -
Longer than 5 years 10,022 8,016 - -
24,337 22,290 - -

23. OTHER FINANCIAL ASSETS

Ovwnership Interest

Country of 2008 2007
Incorporation % Y

Parent entity
MDC Holdings Limited New Zealand
Subsidiaries .
Port Marlborough New Zealand New Zealand 100 100
Limited
Marlborough Airport Limited New Zealand 100 100

(i) MDC Holdings Limited is the head entity within the consolidated group.

OTHER FINANCTAL ASSETS
Group Parent
2008 2007 2008 2007

$'000 $°000 $°000 $°000
Current asset portion
Loans to related parties 1,074 1,122 1,074 1,122
Total current portion - - 1,074 1,122
Non-current portion
L oans to related parties - - 14,150 14,750
Unlisted shares in Port Marlborongh NZ Ltd - - 26,725 25,300
Unlisted shares in Marlborough Airport Lid - - 1,811 1,811
TFotal non-current portion - - 42,686 41,861
Total other financial assets 1,074 1,122 43,760 42,983

Page 35 of 44



MDC HOLDINGS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
For the Financial Year ended 30 June, 2008

24, POST BALANCE DATE EVENTS

In September 2008 MDC Holdings Limited commenced negotiations to extend its’ finance facilities to $60 million, At the
time of preparation of these financial statements there were no other post balance date events requiring disclosure, (2007: nil).

25. RELATED PARTY DISCLOSURES
(a) Parent entities

The parent entity in the consolidated eatity is MDC Holdings Limited which is 100% owned by the ultimate parent entity,
Marlborough District Council.

(b) Equity interests in related parties

Equity interesis in subsidiaries
Details of the percentage of ordinary shares held in subsidiaries are disclosed in note 23 to the financial statements,

(¢) Related transactions/balances with subsidiary entities
Amounts receivable from and payable to related parties at balance date are disclosed in notes 6 and 12 of these financial
statements.

During the financial year, MDC Holdings Limited received subvention payments of §519,734 from Port Marlborough New
Zealand Limited (2007: $454,699) and accrued for subvention receipts of $564,615 at balance date (2007: §519,734).

During the financial year, MDC Holdings Limited received inierest payments of $1,163,360 from Port Marlborough New
Zealand Limited (2007: $956,258) and accrued for interest receivable of $138,507 at balance date (2007: $§119,753).

During the financial year, MDC Holdings Limited received dividend payments of $2,286,578 from Port Marlborough New
Zealand Limited {(2007: §1,751,421).

Amounts owing to MDC Holdings Limited from Port Marlborough New Zealand Limited at balance date were $14,150,000
(2007- $14,750,000).

Current vear tax losses of $1,711k (2007: $1,575k) will be utilised within the group to reduce group tax payments in the
2008/09 year.

(d) Related transactions/balances with Marlborough District Coumncil

During the year 1425,000 $1.00 non-participating preference shares previously issued by Port Marlborough New Zealand
Limited to Marlborough District Council were purchased by MIDC Holdings Lid.

During the financial year, Marlborough District Council received $742,976 from Port Marlborough New Zealand Limited
(2007: $565,711), $22,679 from Marlborough Airport Limited (2007: $2,664) and $24,000 from MDC Holdings Limited
(2007: $12,656) for services provided by Council.

During the financial year, Marlborough District Council paid $47,663 to Port Marlborough New Zealand Limited (2007:
$23,429), and $1,408 to MDC Holdings Limited (2007: $10,206) for consultancy services provided.

During the financial year, MDC Holdings Limited made dividend payments of $1,258,000 to Marlborough District Council
(2007: nil).

During the current and previous financial year, the Group received management services from the ultimate New Zealand
parent entity, Marlborough District Council, for no charge.

Amounts owed to MDC Holdings Limited (Group) by Marlborough District Council and included in debtors and other
receivables at balance date were $157,305 (2007: $103,325).

Amounts owed to Marlborough District Council from MDC Holdings Limited (Group) and included in trade and other
payables at balance date were $0 (2007: §31,656)

MDC Holdings balance of loans to Marlborough District Council at balance date came to $1,074,060 {2007: $1,122,060).
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25. RELATED PARTY DISCLOSURES contd.
Transactions eliminated on consolidation

Intra-group related party transactions and outstanding balances are eliminated in the preparation of consolidated financial
statements of the group.

Guarantees provided or received
Nil
(d) Key management personnel remuneration

Details of key management personnel remuneration are disclosed in note 4 to the financial statements.

26. NOTESTO THE CASH FLOW STATEMENT
(a) Reconciliation of cash and cash equivalents

Cash and cash equivalents at the end of the financial year as shown in the cash flow statements is reconciled to the related
iterns in the balance sheet as follows:

Group Parent
2008 2007 2008 2007
$°000 $°000 $’°000 $’000
Cash and cash equivalents 1,960 2,281 23 82

(b)  Business acquired

No acquisitions have been made in the current year. During the previous financial year, Port Marlborough New Zealand
Limited secured a long term pilotage service by purchasing the Marlborough interests of the company’s existing provider and
establishing 2 new subsidiary Marlborough Sounds Maritime Pilots Limited. Port Marlborough also established a new
subsidiary with $750,000 of capital, Sounds Property Holdings Limited, to facilitate development of the Company’s property
portfolio. Details are as follows

Group Parent
2008 2007 2008 2007
$°000 $°000 $°000 $°000
Consideration
Cash and cash equivalents - 165 - -

Fair value of net assets acquired

Non-current assets:
Property, plant and equipment - 45 - -
Shares in subsidiaries - - . -

Net assets acquired - 45 - _
Goodwill on acquisition written off - 120 - -
- 165 - .

Net cash outflow on acquisition
Cash and cash equivalents consideration - 165 - B
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26. NOTES TO THE CASH FLOW STATEMENT contd.
(c) Business disposed

No businesses were disposed of during the financial year.

Group Parent
2008 2007 2008 2007
$£°000 $°000 $’000 $000
(d)  Financing facilities
Secured bank loan facility with Bank of New Zealand
(Refer Note 13)
. Amount used 34,755 33,930 34,755 33,930
. Amount unused 10,245 11,070 10,245 11,070
45,000 45,000 45,000 45,000
(e) Cash balances not available for use
Nil
(f) Reconciliation of profit for the period
to net cash flows from operating activities
Profit after tax for the period 4,591 7,372 1,028 1,073
(Gain)/loss on sale or disposal of non-current
assets 22 - - -
(Gain)/loss on revaluation of investment property (1,361) (3,135) - -
Loss/(gain) on revaluation of fair value through
profit or loss financial assets 309 (718) 176 (561)
Depreciation impairment and amortisation of non-current
assets 2,214 2,042 - -
(Increase)/decrease in current tax asset (291) - - -
Increase/(decrease) in current tax liability - 545 - -
Increase/(decrease) in deferred tax balances (627) (327) {(63) 184
Changes in net assets and liabilities:
(Increase)/decrease in assets:
Current receivables 50 219) 31 (115)
Current inventories 17 (9 - -
Increase/(decrease) in liabilities :
Current payables 101 {1,270) (20) 3
Current provisions 2 (6) - -
Nou-current provisions 610 359 - -
Deduct items reclassified as investing activities (92) 1,125 - -
Net cash from operating activities 5,545 5,759 1,152 584
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27  FINANCIAL INSTRUMENTS
(a) Financial risk and capital management

The parent and group’s capital includes share capital reserves, retained eamings and a secured bank loan facility. The
objectives of the parent and group’s capital management is to ensure a strong credit rating to support business growth and
maximise shareholder value.

The parent and group’s capital is managed at parent company level. The parent and group is not subject to externally imposed
capital requirements for the twelve months ended 30 June 2008 and 30 June 2007.

The parent and group’s capital structure is managed and adjustments are made, with Board approval, to the structure in light
of economic conditions at the time. There were no changes to objectives, policies or processes during the year.

The parent and group do not enter info or trade financial instruments, including derivative financial instruments, for
speculative purposes. The use of financial derivatives is govemed by the consolidated entity’s policies approved by the board
of directors, which provide written principles on the use of derivative financial instruments.

(b) Significant accounting policies

Details of the significant accounting policies and methods adopted, including the criteria for recognition, and the basis of
measurement, and the basis on which income and expenses are recognised, in respect of each class of financial asset and
financial lisbility, are included in the statement of accounting policies.

(¢c) Interest rate risk

Interest rate risk is the risk that the parent and group may be affected by changes in the general level of interest rates. The
consolidated entity is exposed to interest rate risk as it borrows finds at floating interest rates. The risk is managed by the use
of interest rate swaps contracts.

Interest rate swap contracts

Under interest rate swap contracts, the consolidated entity agrees to exchange the difference between fixed and floating rate
interest amounts calculated on agreed notional principal amounts. Such contracts enable the consolidated entity to mitigate the
risk of changing interest rates on debt held. The fair value of interest rate swaps are based on market values of equivalent
instrurrients at the reporting date and are disclosed below. The average interest rate is based on the outstanding balances at the
start of the financial year.

The following tables detail the notional principal amounts and remaining terms of interest rate swap contracts outstanding as
at reporting date:

Group Average Contract Fixed Notional Principal Fair
Interest Rate Amount Value
Outstanding Fixed for Floating 2008 2007 2008 2007 2008 2007
Contracts %o Yo $°000 3’000 $°000 $°000
Less than 1 year 8.13% 6.34% 3,250 2,600 () 12
1 to 2 years 1.75% 8.13% 8,900 3,250 23 8
2 to 5 years 6.81% 7.05% 17,560 22,960 208 518
7.24% 7.11% 29,710 28,810 230 538
Parent Average Contract Fixed Notional Principal Fair
Interest Rate Amount Value
Outstanding Fixed for Floating 2008 2007 2008 2007 2008 2007
Contracts % 000 $2000 $°000 £°000
Less than 1 year - - - - - -
1 to 2 years - - - - - -
2 to 5 years 6.59% 6.85% 15,560 15,560 164 339
6.95% 6.85% 15,560 15,560 164 339
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27 FINANCIAL INSTRUMENTS cont.
(d) Credit risk

Credit risk refers to the risk that a counterparty will defanlt on its contractual obligations resuiting in financial loss to the
parent and group. Financial assets, which potentially subject the parent and group to concentration of credit risk consist
principally of cash, bank balances, trade and other receivables and advances to subsidiaries. The group’s cash equivalent are
placed with high credit quality financial institutions.

The consolidated entity has adopted a policy of only dealing with creditworthy counterparties and obtaining sufficient
collateral where appropriate, as a means of mitigating the risk of financial loss from defanlts. The consolidated entity
exposure and the credit ratings of its counterparties are continuously monitored and the aggregate value of transactions
concluded are spread amongst approved counterparties. Credit exposure is controlled by counterparty limits that are reviewed
and approved by the audit committee annually. The consolidated entity measures credit risk on a fair value basis.

Trade accounts receivable consist of a large number of customers, spread across a range of industries that have operations in
the northern half of the South Island and predominantly in Marlborough. Ongeing credit evaluation is performed on the
financial condition of accounts receivable and, where appropriate, guarantees or other arrangements with a similar effect are
put in place.

Approximately 29% (2006 44%) of Port Marlborough’s Trade Receivables is due from two customers, with this exception the
consolidated entity does not have any significant credit risk exposure to any single counterparty or any group of counterparties
having similar characteristics.

The credit risk on lquid funds and derivative financial instruments is limited because the counterparties are banks with high
credit-ratings assigned by international credit-rating agencies.

Total credit risk was comprised as follows:

Group Parent

2008 2007 2008 2007

$'000 $°000 $°000 $°000

Cash and cash equivalents 1,960 2,281 23 82
Trade and other receivables 1,638 1,754 705 736
Other financial assets - derivatives 230 538 164 339
Other financial assets — loans 1,074 1,122 15,224 15,872
Current tax assets 551 259 - -
5453 5,954 16,116 17,029

Collateral and other credit enhancements obtained
The parent and group do not hold any collateral as security or other credit enhancements over trade and other receivables.

Trade and other receivables that are either past due or impaired
The table below sets out infortnation regarding the ageing of trade and other receivables which are past due, but which will
have not been assessed as impaired as management believes these amounts will be fully recoverable:

Group Parent
2008 2007 2008 2007
$'000 $°000 $'600 3’000
30 - 60 days 100 256 - -
61 — 90 days 43 34 - -
Over 90 days 58 83 - -
201 373 - -

Renegatiated trade and other receivables
There are no significant amounts included within frade and other receivables whose terms have been negotiated.
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27 FINANCIAL INSTRUMENTS cout.

(e) Lignidity risk

Liquidity risk is the risk that the group and parent will not be able to meet their financial obligations as they fall due. Ultimate
responsibility for liquidity risk management rests with the board of directors, which has built an appropriate liquidity risk
management framework for the management of the parent and group’s short, medium, and long-term funding and liquidity
management requirements. The pareat and group’s approach to managing liquidity is to ensure, as far as possible, that it will
always have sufficient liquidity to meet its liabilities when due. The parent and group manages liquidity risk by maintaining

adequate reserves, intra-group funding facilities, banking facilities and reserve borrowing facilities by continuously
monitoring forecasts and actual cash flows and matching the maturity profiles of financial assets and liabilities.

(f) Maturity profile of financial instruments

The following table details the consolidated entity’s exposure to liquidity and interest rate risk:

Group Weighted Fixed Maturity Dates Non Total
Average Interest
2008 Bearing
Effective  Variable Less 1-2 2-3
Interest Interest than1  Years  Years
Rate Rate year
% % $°000 $°000 $000 $°000 $2000
Financial assets:
Cash and cash equivalents - 2.25-8.60 1,960 - - - 1,960
Trade receivables - - - - - 1,638 1,638
Interest rate swaps - - (1} 23 208 - 230
Other receivables 6.66% - - - - 551 551
Related party loans - - - - - 1,074 1,074
1,959 23 208 3,263 5,453
Financial liabilities:
Trade payables - - - - - 2,319 2,319
Employee benefits - - - - - 36 36
Borrowings 8.9% - 34,755 - - - 34,755
Other provisions - - - - - 2,282 2,282
34,755 - - 4,637 39,392
The following table details the consolidated entity’s exposure to liquidity and interest rate risk as at 30 June, 2007.
Group Weighted Fixed Maturity Dates Non Tatal
Average Interest
2007 Bearing
Effective  Variable Less 1-2 23
Interest Interest thanl  Years  Years
Rate Rate year
% % $000  $°000 $°000 $2000 $°000
Financial assets:
Cash and cash equivalents - 2.25-7.40 2,281 - - - 2,281
Trade receivables - - - - - 1,754 1,754
Interest rate swaps 7.12% T 12 8 518 - 538
Other receivables - - - - - 259 259
Related party loans - - - - - 1,122 1,122
2,293 8 518 3,135 5,954
Financial liabilities:
Trade payables - - - - - 2,282 2,282
Borrowings 8.35% - 33,930 - - - 33,930
Employee benefits - - - - - 34 34
Other provisions - - - - - 1,672 1,672
33,930 - - 3,988 37,918
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27 FINANCIAL INSTRUMENTS cont.

The following table details the parent entity’s exposure to liquidity and interest rate risk as at 30 June, 2008;

Parent Weighted Fixed Maturity Dates Non Total
Average Interest
Bearing
2008
Effective Less 1-2 2-5
Interest thanl Years Years
Rate year
%o $°000 §'000  %'000 $°000 $000
Financial assets:
Cash and cash
equivalents Nil 23 - - - 23
Trade receivables Nil - - - 705 705
Interest rate swaps 6.99% - - 164 - 164
Other receivables Nil - - - 1,074 1,074
Related party
advances 6.37% 3,250 8,900 2,000 - 14,150
3,273 8,900 2,164 1,779 16,116
Financial liabilities:
Trade payables Nil - - - 366 366
Related partty loans Nil - - - - -
Secured bank loans 8.9% 34,755 - - - 34,755
34,755 - - 366 35,121

The following table details the parent entity’s exposure to liquidity and interest rate risk as at 30 June, 2007:

Parent Weighted Fixed Maturity Dates Non Total
Average Interest
Bearing
2007
Effective Less 1-2 2-5
Interest than1l Years  Years
Rate year
% 000  $°000 $000 $°0060 $°000
Financial assets:
Cash and cash Nil 82 - - - 82
equivalents
Trade receivables Nil - - - 736 736
Interest rate swaps 6.99% - - 339 - 339
Other receivables Nil - - - 1,122 1,122
Related party
advances 7.28% 4,100 3,250 7,400 - 14,750
4,182 3,250 7,739 1,858 17,029
Financial liabilifies:
Trade payables Nil - - - 386 386
Related party loans Nil - - - . R
Secured bank loans 8.32% 33,930 - - - 33,930
33,930 - - 386 34,316
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(z) Categories of financial instruments
Group Loans and Financial Assets at Financial Total
Receivables Fair Value Through Liabilities at 5000
2008 $000 Profit and Loss Amortised
$000 Cost
$000
Assets
Cash and Cash Equivalents 1,960 - - 1,960
Trade and Other Receivables 1,638 - - 1,638
Other Financial Assets — Derivatives - 230 - 230
Current Tax Assets 551 - - 551
Related party loans 1,074 - - 1,074
Total Financial Assets 5,223 230 - 5,453
Liabilities
Trade and Other Payables - - 2,319 2,319
Total Financial Liabilities - - 2,319 2,319
Group Loans and Financial Assets at Financial Total
Receivables Fair Value Through Liabilities at $000
2007 3000 Profit and Loss Amortised
5000 Cost
$000
Assets
Cash and Cash Equivalents 2,281 - - 2,281
Trade and Other Receivables 1,754 - - 1,754
Other Financial Assets — Derivatives - 538 - 538
Current Tax Assets 259 - - 259
Related party loans 1,122 - - 1,122
Total Financial Assets 5,416 538 - 5,954
Liabilities |
Trade and Other Payables - - 2,282 2,282
Total Financial Liabilities - - 2,282 2,282
Parent Loans and Financial Assets at Financial Total
Receivables Fair Value Through Liabilities at $000
2008 $000 Profit and Loss Amortised
$000 Cost
000
Assets
Cash and Cash Equivalents 23 - . 23
Trade and Other Receivables 705 - - 705
Other Financial Assets — Derivatives - 164 - 164
Related party loans 15,224 - - 15,224
Total Financial Assets 15,952 164 - 16,116
Liabilities
Trade and Other Payables - - 366 366
Borrowings 34,755 - - 34,755
Total Financial Liabilities 34,755 - 366 35,121
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27 FINANCITAL INSTRUMENTS cont.

Parent Loans and Financial Assets at Financial Total
Receivables Fair Value Through Liabilities at $000
2007 $000 Profit and Loss Amortised
$000 Cost
$000
Assets
Cash and Cash Equivalents 82 - - 82
Trade and Other Receivables 736 - - 736
Other Financial Assets — Derivatives - 339 - 339
Related Party Loans 15,872 - - 15,872
Total Financial Assets 16,690 339 - 17,029
Liabilities
Trade and Other Payables - 386 386
Borrowings 33,930 - 33,930
Total Financial Liabilities 33,930 386 34,316
(h) Fair value of financial instruments

The directors consider that the carrying amount of financial assets and financial liabilities recorded in the financial statements

approximates their fair values.

The fair values and net fair values of financiai assets and financial liabilities are determined as follows:

. the fair value of financial assets and financial liabilities with standard terms and conditions and traded on active liquid
markets are determined with reference to quoted market prices; and

. the fair value of other financial assets and financial liabilities are determined in accordance with generally accepted
pricing models based on discounted cash flow analysis; and

. the fair value of derivative instruments, included in hedging assets and liabilities, are calculated using quoted prices.
Where such prices are not available, use is made of discounted cash flow analysis using the applicable yield curve for

the duration of the instrumenits,

()] Sensitivity Analysis

The parent and group have undertaken an analysis to determine the impact on the current year profit if there is a significant
change in the general level of interest rates. This analysis showed the following:

50 basis point increase

Group net profit would decrease by approximately
Parent net profit would decrease by approximatety

50 basis point decrease

Group net profit would increase by approximately
Parent net profit would increase by approximately

2008 2067
$000  $000
71 (41
(57) 24)
67 33
31 17

A 50 basis point increase is deemed reasonable by management. The sensitivity analysis has been prepared taking into
consideration all interest bearing assets and liabilities.
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10. Financial Report for Council — Period Ended 31
August 2008 (F045-07)

(Report prepared by J Somerville)

1. The financial report for Council for the period ended 31 August 2008 will be tabled.

RECOMMENDED
That the financial report for the period ended 31 August 2008 be received.

Connnnity and Financial Planning Conmiittee — 17 October 2008
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11. Financial Report for Support Services Department —
Period Ended 31 August 2008 (F045-07)

(Report prepared by J Somerville)

1. The financial report for Support Services Department for the period ended 31 August 2008 will
be tabled.

RECOMMENDED '
That the financial report for the period ended 31 August 2008 be received.

Carried

Community and Financial Planning Committee — 17 October 2008
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12. Treasury Management Report for Period Ended 30

June 2008 (T270-01)

(Report prepared by W Watts)

1.

Attached are details of Council’s Treasury Management Report for the quarter ended 30 June
2008. Comparative details for the quarter ended 31 March 2008 are shown in italics and shaded.

Interest Rates
Apart from the “at call” and one year rates, all other interest rates are lower than the March
quarter.

In summary, the movements are as follows:

At call — no change.

30 days - decrease of 0.27%.

90 days — decrease of 0.21%.
Maturity 07/09 — increase of 0.20%.
Maturity 11/11 — decrease of 0.08%.
Maturity 04/13 — decrease of 0.11%.
Maturity 12/17 — decrease of 0.06%

Investments
Details of Council funds and investments are attached.
The average interest earnings rate of 7.89% is 0.07% less than that for the March quarter.

Over the quarter the nominal value of the portfolio increased from $15.5 million to $17.5 million.
There was one maturity, that of $1.0 million of Westpac Bank 15-04-2008 bonds and one sale,
that of Dunedin City Treasury 15-10-2017 bonds. The following bonds were purchased (listed in
date order of purchase):

e 1.0 million of Rotorna District Council 18-04-2016 bonds at a rate of 8.16%.

s $1.0 million of ANZ/National Bank callable subordinated bonds with an initial callable date
of 18-04-2013 at a rate of 9.66%.

o  $1.0 million of Bank of New Zealand 27-05-2013 bonds at a rate of 8.54%.
e $0.5 million of ASB subordinated 15-11-2012 bonds at a rate of 8.91%.

e  $0.5 million of Fonterra Co-operative Group 21-04-2014 bonds at a rate of §.74%.

Investments have been made upon the recommendation of Bancorp Treasury Services Limited,
Fund Managers for Council investments. In conjunction with Council’s Treasury staff, they
continuously monitor market conditions and Council’s specific investments to ensure that the
maximum return is achieved consistent with the minimum risk exposure dictated by Council’s
Treasury Management Policy.
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Council has adopted a conservative approach to risk management in setting its Treasury
Management Policy. This has positioned Council well in regard to its exposure to American
Banks as part of the ongoing problems within the global finance markets.

Council’s current exposures are $1M to each of Merrill Lynch, Bank of America and Morgan
Stanley. The investments are by way of “Kauri bonds, which are NZ dollar denominated bonds
igssued by offshore entities that hold the prime credit rating of the issuing entity.

To gain greater assurance regarding the risks faced, Council also requested Bancorp Treasury
Services Limited to provide a commentary on these Banks and a recommendation on whether to
sell or hold these investments.

Bancorp’s commentary and recommendation was as follows:

“Merrill Lynch maturing 2 September 2009: — of the three American banks/investment
banks whose bonds are held, Merrill Lynch has been the one most seriously affected by
the current credit market crisis. It has had several credit downgrades and now has a
Standard and Poor’s (S&P) long term rating of ‘A’, albeif with a ‘negative’ outlook.
However it is currently still one notch above the minimum rating required by MDC'’s
Treasury Policy.

So far Merrill Lynch has written off approximately USD52.0 billion of sub-prime related
loans but has also aggressively raised capital to compensalte for these losses. In a recent
development Temasek Holdings Pty Ltd (Temasek), the investment arm of the
Singaporean government has been granted approval by US authorities to increase its
Stake in Merrill Lynch to up to 14%. At the time the approval was granted Temasek
expressed ‘great confidence’ in the company’s Chief Executive Officer John Thain. Af
this time financial markets are not expecting any sort of default by Merrill Lynch.

However, in the most recent and by far the most important development, Bank of
America has announced that it will buy Merrill Lynch for USD50 billion in an equity
based deal. The deal, if approved by US authorities (which is extremely likely) will
create the largest financial services organisation in the US and one of the largest in the
world, For holders of Merrill Lynch bonds this is a positive development as the Merrill
Lynch bonds may well be re-rated up to Bank of America’s long term credit rating. S&P
has downgraded Bank of America one sub-notch to ‘AA-° because of the deal, but it has
also advised that Merrill Lynch could be upgraded to ‘AA-" from ‘4"

e Bank of America Maturing 8 March 2012. This US bank has written of USD21.0
billion of sub-prime related loans. However its strong financial position is
ilustrated by the fact that until the equity based purchase of Merrill Lynch it had
retained an S&P long term rating of ‘AA’, albeit with a ‘negative’ outlook. It is now
rated ‘AA-" and is still within the overall 'AA’ band. This according to S&P
definitions implies a “very strong capacity to meet its financial obligations”.

o Morgan Stanley maturing 6 September 2012, While this investment bank has written
off USDi4.0 billion of sub-prime rated loans it still has a ‘A+’ credit rating from
S&P, although it is also on ‘negative’ outlook. However, Morgan Stanley has
successfully raised significant new capital to help restore its balance sheet following
the write-downs and its profitability for the last quarter was actually higher than
earnings a year earlier.
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The current credit ratings of Merrill Lynch and Morgan Stanley are in the ‘A’ category
and S&P defines entities with this rating as having a “strong capacity to meet their
Jinancial obligations”.

Bancorp Recommendation

Based on current market conditions, the specific situation regarding the Bank of
America/Merrill Lynch deal and the credit ratings of respective issuers we do not
recommend that MDC sells any of the three ‘credit affected’ bonds. We will however
continue to monitor market conditions and the three issuers and should there be any
change to this recommendation we will inform MDC immediately.”

Borrowings

At the end of June, Council borrowings to finance capital projects totalled $60,601,398 which is
$1,701,699 more than the March quarter.

New loans raised during the June quarter totalled $3,689,000 and related to the following
approved works:

Cemeteries $37,000
Public Conveniences $65,000
Waste Management $121,000
Recycling $566,000
Blenheim Sewerage $2,200,000
Havelock Sewerage $30,000
Picton Stormwater 850,000
Awatere Water $200,000
Picton Water $420,000

$3,689,000

Loan principal repayments during 2007/08 totalled $1,987,301 for part of the following loans:

Renwick Sewerage 2006 Loan $393,000 $27,000
Southern Valleys Irrigation 2007 Loan $13,278,192 $1,960,301
$1,987,301

All of Council’s borrowings are by way of internal advances.
A Schedule of Council’s borrowings is attached to this report. In the schedule, borrowings have

been analysed by source, area of application and activity of application. Set alongside each
category is the weighted average interest rate applied to borrowings for that area or activity.

Compliance

Compliance with Council’s Treasury Management Policy has been as follows:
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s Credit risk has been minimised by investing with approved institutions in accordance with the
provisions of Council’s investment policy.

+ Maturities have been spread to minimise interest rate and liquidity risk.

¢ Borrowing ratios are within the guidelines established by Council and codified in the Treasury
Management Policy.

RECOMMENDED
That the Treasury Management Report for the period ended 30 June 2008 be received.

Community and Financial Plamring Commitiee — 17 October 2008
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MARLBOROUGH DISTRICT COUNCIL
QUARTERLY TREASURY MANAGEMENT REPORT

[Current Interest Rates as at 30 June 2008

Term Rate quoted from - ‘i:g: ;:J:’; ‘:::; ‘;:;c:
At Call ANZ Banking Group 8.25% 8.25% 8.25% 8.25%
30 days Bank bills 8.61% 8.59% 8.80% 8.88%
90 days Bank bills B.66% B.73% 8.86% 8.87%
Maturity 07/09 NZ Government Bonds- yield 6.95% 7.00% 7.01% 6.75%
Maturity 11711 NZ Govemment Bonds- yield 6.35% 6.72% 6.74% 6.43%
Maturity 04/13 NZ Government Bonds- yield 6.32% 6.58% 6.70% 6.43%
Maturity 12117 NZ Government Bonds- yield 6.34% 6.47% B.54% 6.40%
|statement of Cash Position as at 30 June 2008
Last Quarter
_ % Funds March 2008 [
Bank Current Accounts
- Cash on Hand 1,925 0.01% $1,826
- Bank account closing balances - all accounts 130,845 0.00% $53,227
- plus cutstanding deposits 30,462 0.10% $15,605
-tess unpresented cheques (448.754) -1.43% ($291,915)
Current Funds or (Overdraft) (285,522) -0.91%, {$221,158)
On Call Rating
-BNZ Alt 8.15% 5,946,085 18.99% $5,220,948
Readily Avaifable Funds 5,660,563 18.08% $4,999,790
Investments Rating
Banks
-BNZ A+ 1yr (06/08) 6.55% 66,943 0.21% $62,001
-BNZ At+ 150 days {07/08) 8.00% 146,383 0.47% $146,363
«~BNZ Al+ 91 days (07/08) 8.85% 2,000,000 6.39% $2,000,000
-8NZ Al+ 92 days (08/08) B.65% 2,000,000 6.39% $2,000,000
- ANZ Investments AA- 91 days (07/08) 8.88%; 1,000,000 3.19% $1,000,000
- ANZ Investments AA- 91 days {07/08) 8.88% 1,000,000 3.19% $1,000,000
= ANZ Investments AA- 92 days {05/08) B.65% 2,000,000 6.39% $2,000,000
Securities - short term {12 months or less)
Nil
Funds Available within T year B.4B% 13,873,889 44.31% $13,208,174
Securities - long term {greater than 12 months)
- Auckland Airport A Syears (07/11) 7.06% 999,078 3.19% $999,078
- ASB Bank Ltd At 4 years {11/12) 8.91% 502,919 1.61% $0
- NRMA Holdings* Al 7 years {08/C8) 6.47% 504,499 161% $504,499
- BNZ Banking Bond AA- 6 years (08/12) 7.03% 1,019,112 3.26% 31,019,112
- BNZ Bond AR 4 years (09/11) 7.50% 999,390 319% $959,390
-BNZ A+ 5 years (04/13) 8.54% 1,000,800 3.20% $0
- Meridian ADA 7 years (02/49) 7.51% 1,000,000 3.19% $1,000,000
- Fonterra AA- Gyears (04/11} 6.87% 497,994 1.59% $497,954
- Westpac At 1 year (04/08} 7.55% - 0.00% $996,545
- Fonterra A+ 9 years (04/14) 7.00% 499,029 1.59% $499,029
-Fonterra A+ 5 years {04/14) 8.74% 464,358 1.48% §0
- Telecom Finance (TCNZ) A 9 years {DA/10) 7.65% 1,000,000 3.19% $1,000,000
- Bank of America AA Syears (03/12) 7.55% 499,992 1.60% $499,992
- Bank of America AA Syears (03/12) 8.19% 408,825 1.59% $496,825
« Merill Lynch At 4 years (09/09) 7.18% 1,007,965 3.22% $1,007,965
« NRMA Holdings AA 2 years (0B/08) $.90% 1,004,748 3.21% $1,004,748
-Toyota AAA 3 years (02/09) 6.83% 500,000 1.60% 500,000
- ANZ/National AA- 8§ years (04/13) 9.66% 1,000,000 3.19% $0
- ANZ/National A+ S years (09/11) 7.16% 1,000,000 3.18% $1,000,000
-N Z Post AA- 4 yaarg {011/11) 8.15% 485,266 1.55% $485,266
- Morgan Stanley A 6 years {08/12) T.10% 1,002,173 320% §1,002,173
- Auckland City AA+ 4 years {11/11) 8.50% 1,000,000 3.19% §1,000,000
Local Authority Stock
= Dunedin City Treasury 9 years (10/17} 8.50% - 0.00% $1,007,117
- Rotorua District Council 8 years (04/16) 8.16% 947,929 3.03% $o
Total Funds Invested 7.89% 531,307,955 100.00% $28,729,905
Facilities in place 30 36
Total Funds Available $31,307,955 $28,728,905

* NRMA - National Road & Malorist Association
now known as Insurance Australis Group

Conmunity and Financial Plamring Committee — 17 October 2008
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MARLBOROUGH DISTRICT COUNCIL
QUARTERLY TREASURY MANAGEMENT REPORT - BORROWINGS

Statement of Borrowings as at 30 June 2008

Borrowings Weighted Borrowings
at average Interest at
30 June 2008 rate 31 March 2008
Source of Funds Internal $60,601,398 7.50% 358,899,699
External $0 0.00% $0
$60,601,398 7.50% $58,899,699
Applied to (area) Awatere $280,000 7.50% $90,000
Blenheim $30,545,465 7.50% $28,493,465
District $10,977,390 7.50% $10,040,390
Havelock $536,373 7.50% $506,373
Picton $4,921,683 7.50% $4,451,683
Renwick $1,042,600 7.50% $1,069,600
Riverlands $835,000 7.50% $835,000
Seddon $90,000 7.50% $90,000
Southern Valleys $11,317,891 7.50% $13,278,192
Spring Creek 37,500 7.50% $37,500
Wairau Valley $7,496 7.50% $7.496
$60,601,398 $58,899,699
Applied to {activity) Blenheim CBD $2,945,000 7.50% $2,345,000
Cemeteries $228,300 7.50% $191,300
Community Security $140,000 7.50% $140,000
|Housing $1,500,000 7.50% $1,500,000
Parking $1,949,600 7.50% $1,949,600
Picton CBD $760,000 7.50% $760,000
Property $125,805 7.50% $125,805
Public Conveniences $576,783 7.50% $511,783
Roading $1,617,100 7.50% $1,617,100
Sewerage $18,718,638 7.50% $16,465,638
Stormwater $3,748,617 7.50% $3,748,617
Swimming Pools $767,400 7.50% $767,400
Waste Management $7.345,720 7.50% $6,658,720
Water $20,178,435 7.50% $21,518,736
$60,601,398 $58,899,699
Internal External Total Tatal

Within 1 year| $149,700 $0 $149,700 7.50% $0
1 -2 years $0 $0 $0) 0.00% %0
2 - 3years $0 g0 $0 0.00% $9,700
3 -4 years $2,134,000 $0 $2,134,000 7.50% $18,000
4 - §years $489,904 $0 $489,904 7.50% $2,116,000
5 - 6 years $466,296 30 $466,296) 7.50% $481,404
6 - 7 years $3,278,886 30 $3,278,886 7.50% $1,615,206
7 - 8 years $1,003,499 $0 $1,003,499 7.50% $1,582,118
8 - 9 years %5,181,700 $0 $5,191,700 7.50% $2,899,809
9- 10 years $3,396,348 $0 $3.396,348 7.50% $3,266,200
QOver 10 years $44,491,065 $0 $44,491,065 7.50% $46,911,082
$60,601,398 $0 $60,601,398 $58,899,699

Conmpunity and Financial Planning Committee — 17 Cctober 2008
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13. Debtors’ Overdue Report (A135-04)

(Report prepared by S Greenhill)

1. The Debtors’ Reconciliation as at 31 August 2008 is attached for members’ information.

RECOMMENDED
That the information be received.

Community and Financial Planning Commitiee — 17 October 2008
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14. 2008 Triennial Revaluation (R090-16)

(Report prepared by W Watts)

1.  Revaluation Movements Reports have now been prepared which identify the ‘average’ valuation
movements for each geographic rating area.

2. The table below illustrates the ‘average’ land value movement for each of Council’s (12) rating
areas, together with the land value ‘movement range’ for each area.

| Rating Area H Average LV Mvt

[Blenheim R/R 34.44% |
Blenheim C/I 55.98%

Blen Vic R/R I 37.64%

Blen Vic C/T 42.17% |
Picton R/R 21.19%

Picton C/I | 31.44%

Picton Vic R/R | 19.71% |
Picton Vic C/1 166.67%

Gen Rural R/R H 38.87%

Gen Rural C/1 46.67%

|Admin Rural R/R 25.64%

|Admin Rural C/T | 33.48%

3. Using Blenheim R/R in the table above (as an example), the total land value for this area
increased by 34.44%. The property with the lowest movement was minus 13.98% and the
property with the highest movement was 354.55%. Properties with land value movements less
than 34.44% will pay less rates in 2009-10 as a result of the revaluation whereas propertiecs with
land value movements exceeding 34.44% will pay more.

4. As the bottom line on a rate account is usually comprised of rates on a value basis and various
uniform charges, it is not possible to quantify what the total levy might be until the valuation data
is fully reconciled in Proclaim and equivalent rates calculated on the basis of the new values.

5. The table below illustrates the “average’ capital value movernent for each of Couneil’s (12) rating
areas, together with the ‘capital value movement range’ for each area.

| Rating Area H Average CV Mvt ‘
Blenheim R/R I 20.42% |
Blenheim C/1 | 39.79%
Blen Vic R/R | 30.00%
Blen Vic C/1 | 25.83% |
Picton R/R | 19.42% |
Picton C/1 [ 33.00%
Picton Vic R/R 15.46%
Picton Vic C/1 58.40%

Conmmunity and Financial Planning Comntittee — 17 October 2008
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‘ Rating Area Average CV Mvt ‘
|Gen Rural R/R 36.62%
|Gen Rural C/1 | 22.82%
|Admin Rural R/R 19.35% |
|Admin Rural C/I 34.85% |
6. The Valuations page on Council’s website has now been updated to illustrate valuation

movements for the 2008 revaluation and the previous two revaluations.

7. The ‘rating’ effects of the revaluation will be determined when Council’s Rating Information
Database has been fully reconciled with the new values provided by Quotable Value Limited. A
narrative report on these revaluation rating effects will be provided to the Community and
Financial Planning Committee on 24 November 2008,

RECOMMENDED
That the report be received.

Community and Financial Planning Committee — 17 October 2008
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15. Rates Reports (R135-15)

(Report prepared by W Williams)

1. Attached for members’ information are the Rate Levies Status Report and Rate Arrears Aged
Balance Report as at 30 September 2008.

2, Rate Instalment One was posted 1 August 2008 and was due for payment on 12 September 2008.

3. Wehave collected 91.98% of the rates levy for the first quarter which represents 23.93% of the
overall rates levy for 2008-09 (inclusive of arrears) and this compares with 24.09% at this time
last vear.

4. The number of rates rebate applications approved to date for 2008-2009 is 1,330.

RECOMMENDED
That the report be received.

Comunnnity and Financial Planning Commitiee — 17 October 2008
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16. Decision to Conduct Business with the Public Excluded

Decided: That the public be excluded from the following parts of the proceedings of this

mecting, namely:

- Debtors’® Overdue Report

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

Debtors’ Overdue Report

In order to protect the
privacy of natural persons,
as provided for under
Section 7(2) (a).

That the public conduct of 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
under Section 7 of the Local
Government Official Information and
Meetings Act 1987.

Cammunity and Financial Planning Conunittee ~ 17 October 2008




