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TREASURY MANAGEMENT POLICIES

o A documented approval process for investment activity. 3.5 Financial Market Risk Management
o Regular management reporting and review. MDC's primary objective when investing is the protection of its capital.
] ) ) ) _ Accordingly, only creditworthy counterparties are acceptable. Specifically,
o  Regular operational risk control reviews by an independent audit MDC minimises its credit exposure by ensuring that all financial market
fu]'lCTlf)n- o investments meet the criteria outlined in the following table. These limits are
= Organisational, systems, procedural and reconciliation controls to cumulative and relate to the combined ‘short and long' term funds portfolios.
ensure: Liquidity risk is managed by ensuring that all investments are readily
o All investment activity is bona fide and properly authorised. tra_dable on the sgcondary "_“a'ke"- In prac_:tlc_e this |s»ach|¢ved b¥ the credit
rating and financial market instrument criteria contained in the investment
o Reviews are in place to ensure MDC's accounts and records are table.
updated promptly, accurately and completely.
- Overall assessment of performance of funds management. Counterparty risk shall be managed by only permitting financial market

transactions with New Zealand Registered Banks and full members of the
New Zealand Stock Exchange.
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TREASURY MANAGEMENT POLICIES

AUTHORISED INVESTMENT CRITERIA

Over_all sioxtiolio = Limit for each issuer
Authorised Asset Classes P ercl:zlr':.'t:ga: :f the A&%’::;: e':ﬂ?:;?:ﬂ'm“l?‘tet Credit Rating Criteria sub_je?t to overall portfolio
Total Portfolio limit for issuer class.

New Zealand Government or Government 100% « Government Stock Not Applicable Unlimited
Guaranteed.

« Treasury Bills
Local Authorities where rates are used as 70% « Promissory Notes Not Applicable $3.0 million
security.

 Bonds/MTN's/FRN's $3.0 million
New Zealand Registered Banks. 100% s Call/Deposits/Bank Short term S&P rating of A1 or better $10.0 million

Bills/Promissory Notes

e Bonds/MTN’s/FRN's Long term S&P rating of A+ or better $5.0 million*
State Owned Enterprises. 70% e Promissory Notes Short term S&P rating of A1 or better $3.0 million

= Bonds/MTN’s/FRN's Long term S&P rating of A- or better $1.0 million

Long term S&P rating of A+ or better $3.0 million

Corporates. 70% « Promissory Notes Short term S&P rating of A1 or better $3.0 million

« Bonds/MTN's/FRN's Long term S&P rating of A- or better $1.0 million

Long term S&P rating of A+ or better $3.0 million

District Health Boards. 40% + Promissory Notes Short term S&P rating of A1 or better $3.0 million

» Bonds/MTN's/FRN's Long term S&P rating of A+ or better $3.0 million

Investments that no longer comply with minimum rating criteria due to a rating downgrade must be sold within one month of the downgrade being notified, unless Council
formally approves the continued holding of the investment.
* Investments in New Zealand Registered Banks are restricted to a maximum of 5% of an individual bank’s tier one capital as detailed in its latest Reserve Bank return.

Council does not enter into incidental arrangements within or outside New

3.6 Interest Rate Risk Management I
Zealand in currency other than New Zealand currency.

Interest rate risk refers to the impact that movements in interest rates can
have on MDC’s cash flows. MDC's financial investments give rise to direct . .
exposure to interest rate movements. Interest rate risk is managed by 3.7 Duration Control for Long Term Funds Portfolio

Council as part of its overall investment strategy.
The following interest rate risk management instruments in relation to
investment are approved by Council:

= |nterest Rate Swaps.
L] Forward Rate Agreements.

(“LTFP”)
Duration calculates the effective average term of an investment portfolio
by combining all individual investments and weighting all the cash flows
using a series of net present value calculations. Duration is then reported
as the average life of the porifolio as if it was effectively one investment
instrument, eg; 2.9 years.
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TREASURY MANAGEMENT POLICIES

3.8

3.9

The duration for the LTFP shall be controlled by referencing its duration
against an appropriate external benchmark. MDC is able to vary the
duration of the portfolic by no more than 25% either side of the benchmark
portfolio’s duration. Compliance with the duration control is not required if
the nominal value of the porifolio is less than $5 million.

Benchmarking

Benchmarking measures the performance of a portfolio against an
appropriate external benchmark, thus providing MDC with an indication as
to the effectiveness and suitability of the current investment parameters
and the manner in which the parameters are being implemented at an
operational level.

MDC shall benchmark the performance of the LTFP against the
performance of an appropriate external benchmark portfolio. Compliance
with the benchmarking standard is not required if the nominal value of the
portfolio is less than $5 million.

Equity Investments

MDC reviews the performance of the trading enterprises at least annually
to ensure that strategic and financial objectives set are being achieved. In
particular the Council reviews the financial returns and the present and
future values of these investments.

Significant dispositions and acquisitions require Council approval.

All income is reflected in the consolidated MDC accounts with dividend
income reflected in the MDC accounts as revenue.

4.

It is not contemplated that MDC will make any future equity investments, to
do so would require a specific Council resolution.

3.10 Loans and Advances
These are made to:
= Trading enterprises on an arms length basis and in accordance with
normal commercial practice.
=  Community organisations to facilitate the ongoing provision of
community services or recreational opportunities. These are usually at
a lower than commercial interest rate.

Council sets the criteria to apply for any other loans or advances as they
are granted. It is normal that MDC secures loans and advances against
the assets of the organisation and obtains personal guarantees where
appropriate. MDC as a rule is not a lender of money.

Interest and principal repayments are monitored to ensure they comply
with loan agreements.

Foreign Exchange Policy

MDC may incur foreign exchange exposures through the occasional purchase of
foreign exchange denominated plant, equipment and services. All significant
commitments defined as an exposure in excess of NZD50,000 equivalent are
hedged using foreign exchange contracts.
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13. Financing Arrangements |

(Report prepared by M Fletcher) Reference S360-00)

Purpose
1. The purpose of this report is to update Council on debt financing arrangements.

Background
2. At its 16 September 2010 meeting Council agreed the following:

“agree to the Manager, Corporate Finance, subject to the maximum value of options “(a)” and
“(b)” below being $40 M in total:

@ establishing a Bank facility in Council’s name up to the value of $40 M; and/or
(b) issuing bonds progressively up to the value of $40 M,

To meet cashflow needs over the next 12 months. (The final mix of options “a” and “b” will
depend on the indicative pricing obtained)”.

3. Currently the pricing for Bank facilities is more favourable than bonds. Following advice from
Bancorp, four banks were approached to price a $30 M facility for either two and three year
terms. The most favourable price was received from “Westpac” on both a total cost and the
important “line fee” component. The “line fee” is the percentage charged for having the facility
in place and is not based on how much of the facility is being used. This is similar to the way
power companies charge in that there is a charge for having a connection to your property and a
separate charge for the amount or power used.

4. Documentation is currently being prepared.

RECOMMENDED
That Council receive this update on its debt financing arrangements.
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14. Financial Report for Council — Period Ended 30
September 2010

(Report prepared by J Somerville) Reference (F045-06)
1. Attached is the financial report for Council for the period ended 30 September 2010.
2. The Income Statement reports a surplus of $0.256M for the year to date. Whilst actual

expenditure is close to budget, revenue has been slower than anticipated resulting in the surplus
being $0.957M less than forecast.

Revenue
3. Total Income and Rates for the September year to date period is below budget by $0.876M
(4.5%).

4.  Comments are provided below on variances greater than $100,000:
(@ Land Subdivision contributions slower than expected due to then current economic
climate resulting in less subdivisions
(b) Land Transport income is lower than budgeted because:
i. we are waiting for NZTA to approve capital project subsidies;
ii. contributions for subdivision work are down to the economic downturn; and
iii. parking fee income is down due to building project delays.

(c) Wastewater is less than forecast due to reduced trade waste usage from the commercial
sector and upgrade contributions from subdivisions.

(d) Water supply unfavourable to budget due to lower than forecast upgrade levies and
connection charges due to continuing economic downturn

(e) Solid Waste Management income is behind budget due to less than expected landfill
charges (less commercial developments in present economic climate) and dump fees due
to more recycling

()  Building Control income is lower than anticipated due to less building consents and
associated inspections as a result of the present economic climate.

Expenditure

5. Overall expenditure is ahead of budget by $0.08M (0.4%). Comments are provided on
variances greater than $100,000.

(@ Community Safety expenditure is ahead of budget due to Government funded projects.
The funding for these projects was paid in advance and received in the 2009/10 financial
year

(b) Riversand Land Drainage is ahead of forecast due to:
i vegetation control, resulting from high rain volumes and spring growth; and

ii. flood damage repairs undertaken on the Wairau river between Tuamarina and
Waihopai.

(c) Wastewater is behind budget in the areas of treatment costs and reticulation maintenance.



Capital Expenditure

6. Budgeted capital expenditure for the year is $59.5M including $25M of carryovers from the
2009/10 financial year. Actual expenditure of $5.96M to the end of September is less than

expected for the year to date by $1.65M.

7. Early indications are that there is likely to be deferrals and carryovers to 2011/2012 of
approximately $10.5M. Infrastructural activities, where the majority of the expenditure is
budgeted, are on track and likely to utilise most of this year’s budget.

Activities, where carry forwards are likely:

Activity $M | Comment

Reserves & PCs $0.7M | Endeavour Park provisions

Parking $4.15M | Wynen St car park (NB: net cost $1M)

Rivers $0.25M | Town branch drain delays

Roads $1.7M | Awaiting NZTA subsidy approval and
final decision on the route for Kaiuma
Bay roading

Sewerage $2.5M | Blenheim for treatment at the Industrial
ponds, St Andrews sewer pipeline and
Picton sewer outfall.

Water/Stormwater $1.2M | Various deferrals in Blenheim, Picton &
Renwick

RECOMMENDED

That the financial report for the period ended 30 September 2010 be received.




Marlborough District Council
Activity Income & Activity Expenditure
30 September 2010
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Marlborough District Council
Income and Expenditure Statement
30 September 2010

Income

Actual YTD  Budget YTD Variance Total Budget
Rates 12,123,479 12,139,494 (16,015) 48,898,805
Rates penalty income 110,347 110,484 (137) 290,000
Total Rates 12,233,826 12,249,978 (16,152) 49,188,805
Other Income
Dividends - - - 604,000
Interest Revenue (external) 292,347 252,500 39,847 1,129,737
Land Subdivision Contributions 97,590 366,528 (268,938) 4a 1,466,112
Development Impact levies 4,657 39,999 (35,342) 160,000
Petroleum Tax 82,003 99,999 (17,996) 400,000
Gain on Sale of Fixed Assets 21,849 - 21,849 1,500,000
Marlborough Regional Forestry - - - 531,000
Property and Other Revenue 305,324 208,662 96,662 548,289
Other Income 803,770 967,688 (163,918) 6,339,138
Activity Income
Democratic Process 22 5,421 (5,399) 21,680
Culture and Heritage - - - -
Community Housing 288,279 287,849 430 1,035,399
Community Safety 49,981 46,410 3,571 185,645
Community Support 2,231 - 2,231 -
Library Services 35,856 35,499 357 142,000
Emergency Management 623 12,300 (11,677) 49,200
Community Facilities 74,176 54,303 19,873 185,604
Land Transport 1,789,338 1,929,141 (139,803) 4b 9,464,567
Rivers and Land Drainage 963,795 995,879 (32,084) 3,712,126
Wastewater (Sewerage) 249,489 438,000 (188,511) 4c 1,973,000
Stormwater 27,312 20,751 6,561 343,000
Water Supply 21,754 162,243 (140,489) 4d 844,000
Solid Waste Management 638,452 754,309 (115,857) 4e 3,257,240
Environmental Policy and Information 109,627 10,998 98,629 47,000
Resource Censents 439,809 495,498 (55,689) 1,882,000
Building Control 396,359 538,342 (141,083) 4f 2,124,377
Compliance 145,953 135,367 10,586 346,700
Animal Control 516,522 511,999 4,523 578,000
Harbour Control 1,557 13,623 (12,066) 184,493
Regional Development - - - -
Total Activity Income 5,751,135 6,447,932 (696,797) 26,476,031
Total MDC Income 18,788,731 19,665,598 (876,867) 82,003,974
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Income and Expenditure Statement

Marlborough District Council

30 September 2010
Expenditure

Actual YTD Budget YTD Variance Total Budget
Activity Expenditure
Democratic Process 597,321 577,465 (19,856) 2,423,476
Culture and Heritage 393,754 444,846 51,092 738,600
Community Housing 455,966 470,561 14,595 1,070,582
Community Safety 191,867 68,684 {123,183) 5a 276,491
Community Support 132,001 149,115 17,114 646,455
Library Services 369,541 345,890 (23,651) 1,430,941
Emergency Management 165,020 208,882 43,862 689,261
Community Facilities 1,631,838 1,682,841 51,003 5,950,382
Land Transport 4,455 121 4,547,050 91,929 18,411,332
Rivers and Land Drainage 1,232,818 1,057,342 (175,476) 5b 4,182,939
Wastewater (Sewerage) 1,790,085 1,898,756 108,671 5¢ 8,048,885
Stormwater 357,288 413,132 55,844 1,640,970
Water Supply 2,080,403 2,138,336 57,933 8,738,078
Solid Waste Management 1,378,352 1,417,786 39,434 5,718,849
Enviranmental Policy and Information 1,251,201 1,209,796 (41,405) 5,512,870
Resource Consents 771,242 758,078 (13,164) 3,196,760
Building Control 594,494 589,400 (5,094) 2,519,760
Compliance 309,602 289,557 (20,045) 1,308,521
Animal Control 165,697 162,259 6,562 647,041
Harbour Control 250,612 212,511 (38,101) 852,879
Regional Development 498,033 494,098 (3,935) 1,278,403
Total Activities 19,062,256 19,136,385 74,129 75,283,476
Includes Internal Interest 1,064,376 1,149,903 85,527 5,898,102

20,126,632 20,286,288 159,656 81,181,578

Other Expenditure
Interest Expense (External) 33,843 33,843 - 2,662,432
Property & Other Expenditure 491,685 423,054 (68,631) 1,397,214
Other Expenditure 525,528 456,897 (68,631) 3,959,646
Total Expenditure MDC 18,523,408 18,443,379 (80,029) 73,345,020
Net Surplus 265,323 1,222,219 (956,896) 8,658,954

08/11/20i0 9:07 a.m.
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Marlborough District Council

Net Capital Expenditure
30 September 2010

Budget Total
Actual YTD YTD Variance Budget
Democracy 0 20,000
Arts and Heritage 0 20,000
Community Safety 0 172,500
Libraries 57,194 58,000 806 374,500
Emergency Management 336 -336 30,800
Community Facilities 1,346,200 1,960,748 614,548 12,383,882
Land Transport 2,099,635 2,915,107 815,472 17,651,333
Rivers and Land Drainage 147,417 155,500 8,083 3,100,000
Sewerage 384,934 464,588 79,654 7,014,183
Stormwater 27,482 30,751 3,269 1,629,260
Water 967,732 1,113,515 145,783 15,063,326
Solid and Hazardous Waste 179,291 230,000 50,709 650,267
Environmental 10,800 -10,800 49,000
Regional Development 87,790 88,000 210 1,735,799
Consents and Compliance 0 8,200
Harbour Control 1,195 422 =773 168,560
Investment activities 14,904 -14,904  -2,677,943
Corporate Overhead 557,757 519,960 -37,797 1,783,170
Plant Operations 79,000 80,000 1,000 316,300
Total Net Capital Expenditure 5,961,667 7,616,591 1,654,924 59,493,137
2010-11 Net Capital Expenditure - by Month
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15. Debtors’ Overdue Report as at 30 September 2010

(Report prepared by S Greenhill) Reference (A135-04)
1. The Debtors’ Report as at 30 September 2010 is attached for committee members’ information.

2. September balance includes first quarter tradewaste charges which are less than the June
quarter.

3. Both 30 — 90 Days and 90 Days balances have reduced since August.

4. The Property Leases and Licences Debtors’ Report as at 30 September 2010 is also attached for
committee members’ information. Current and total balance fluctuate monthly depending on
individual leases and invoicing periods e.g. monthly, quarterly, six monthly or annual.

RECOMMENDED
That the information be received.
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DEBTORS REPORT AS AT 30 SEPTEMBER 2010

Current

Month Comparison for Previous 5 Months
Aged Analysis Report September August July June May April
Current 739,656.95 636,119.82 997,605.00 1,082,359.30  1,013,630.05 883,994.63
30 - 90 Days 185,806.77 236,601.28 409,056.46 351,571.08 415,110.64 656,966.50
90 Days 273,583.16 321,168.94 287,507.37 323,320.38 160,051.34 169,849.84
Outstanding Debtors Closing Balance 1,199,046.88 1,193,890.04  1,694,168.83 1,757,250.76 1,588,792.03 1,710,810.97
Debtors Action Report - Debtors over 90 days with Balance >$250

September August July June May April

With Receivables Management 15,767.26 15,967.26 18,502.08 19,393.06 19,393.06 29,774.14
Paying by Agreement 189,787.55 111,772.13 229,363.25 263,729.00 79,534.59 87,688.81
Debts in Dispute 22,390.58 34,347.54 22,069.13 31,097.31 28,102.00 18,466.22
Payments since month end taken off above amounts 36,358.05 150,731.77 9,267.31 24,573.48 25,061.52
Sub-Total 264,303.44 312,818.70 279,201.77 314,219.37 151,603.13 160,990.69
Various Debtors with Balances <$250 9,279.72 8,350.24 8,305.60 9,101.01 8,448.21 8,859.15
Over 90 days Outstanding Total 273,583.16 321,168.94 287,507.37 323,320.38 160,051.34 169,849.84
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PROPERTY LEASES AND LICENSES DEBTORS REPORT AS AT 30 SEPTEMBER 2010

Aged Analysis Report

Current

30 Days
60 Days
90 Days

Outstanding Debtors Closing Balance

60 and 90 days Overdue Balance

Current Month

Comparison for Previous 5 Months

September August July June May April
18,936.83 52,864.19 69,655.50 16,196.68 65,694.74 58,207.33
4,419.10 34,302.85 4,790.80 8,200.89 29,057.21 1,657.71
3,180.64 1,384.43 3,180.01 4,726.09 1,083.08 406.84
7,255.88 9,429.25 8,319.77 15,120.09 15,876.92 16,473.83
33,792.45 97,980.72 85,946.08 44,243.75 111,711.95 76,745.71
10,436.52 10,813.68 11,499.78 19,846.18 16,960.00 16,880.67
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16. Rates Reports

(Report prepared by W Williams) Reference (R135-15)

1.

Attached for members’ information are the Rate Levies Status Report and Rate Arrears Aged
Balance Report as at 31 October 2010.

During October there were 381 follow up letters sent to those ratepayers who either did not
clear the outstanding balance or didn’t make an arrangement to do so. This compared to 340 in
October 2009.

Cash received in the first four months of the rating year was $17.1 million which included rates
paid in advance. This amount is higher than usual as some ratepayers paid their full years rates
to avoid the GST increase.

For collection reporting purposes we exclude rates paid in advance. We have collected 24.58%
of the overall rates levy for 2010-2011 (inclusive of arrears) and this compares with 24.70% at
this time last year.

With regard to the collection of overdue rates, the trend over the 2009-10 year was that with
more effort, we were able to hold our collection percentage. The trend in the current year is that
although we are putting in even more effort to collecting overdue rate balances the collection
has dropped slightly, and that the collection rate may drop over the coming 12 months.
Ultimately however a falling collection % is a timing issue as Rates are a first charge on

property.
Also attached for information is the Water Billing Debtors’ Report as at 31 October 2010.
Water billing is predominantly quarterly, resulting in large quarterly current balances.

Commenting on the Water Billing Debtors’ Report schedule the September *“current balance”
was lower than the June quarter as the Southern Valleys’ Irrigation Scheme was turned off until
29 October 2010 because of no demand. Also, Awatere water users are only billed when they
exceed the 275m3 included in the annual uniform water charge. In the September quarter the
majority use was less than 275m3.

The October 30-90 days’ balance based on the relative size of the June and September billings,
is higher than we would have expected. We will be actively following up these debtors.

RECOMMENDED
That the report be received.
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Marlborough District Council

Rate Levies Status Report as at 31 October 2010

Financial Adjustment Add back
Division Balance Inst Levy Arrears Pen Instal Pen S Cash Received Paid Balance
b/fwd ToQ1 (incl Paid in in Advance | 31/10/2010
(01/07/10) Advance) 31/10/2010
Admin Rural 20,181.37 227,348.99 2,223.03 3,279.33 (8,283.67) (316,848.77) 111,902.32 | 39,802.59
Blenheim 156,795.34 6,916,213.69 23,107.02 19,661.08 | (134,331.81) (9,016,031.97) | 2,390,781.57 | 356,194.92
Blenheim
Vicinity 45,870.20 2,714,744.45 6,446.91 5,590.65 | (89,333.77) (3,016,580.12) 457,713.89 | 124,452.21
General Rural 147,330.02 2,131,042.78 13,735.54 12,803.39 | (72,053.15) (2,497,379.91) 481,569.04 | 217,047.71
Picton 113,343.52 1,726,426.21 11,321.25 9,159.00 | (56,245.25) (2,146,939.04) 513,562.61 | 170,628.30
Picton Vicinity 3,277.50 112,093.50 506.94 401.24 (3,444.79) (145,263.31) 40,342.00 7,913.08
Utilities Network 10.40 2,929.50 - 10.67 (177.77) (11,014.45) 8,243.45 1.80
Current Year
Totals 486,808.35 | 13,830,799.11 57,340.69 50,905.36 | (363,870.21) | (17,150,057.57) | 4,004,114.88 | 916,040.60
Paid in Advance
balance b/fwd 1/07/2010 1/07/2009 31/10/2009
310,949.80 315,598.95 1,124,629.46
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Marlborough District Council

Rate Arrears Aged Balance Report as at 31 October 2010

Year Total Outstanding Cash Received Total Arrears
(01/07/10) ) Outstanding
31/10/2010
2009/10 726,811.61 380,137.59 346,674.02
2008/09 48,462.11 14,366.84 34,095.27
2007/08 18,395.75 3,695.27 14,700.48
2006/07 3,883.50 1,634.41 2,249.09
2005/06 338.18 - 338.18
Prior 2005 - - -
Total 797,891.15 399,834.11 398,057.04
Rates balance b/fwd 486,808.35
Add back Paid in Advance 310,949.80
Adjustment 133.00
Total Arrears Actual 797,891.15
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Water Billing Debtors Report as at 31 October 2010

Current

Month Comparison for Previous 5 Months
Aged Analysis Report October September August July June May
Current 254.79 281,780.76 -1,777.76 532,163.12 1,586.92
30 - 90 Days 67,941.13 -1,820.71 90,072.73 161.77 61,951.52
90 Days 17,775.78 21,610.50 53,311.82 12,432.20 22,978.46 944.43
Outstanding Debtors Closing Balance 85,971.70 303,391.26 51,491.11 100,727.17 555,303.35 64,482.87
Debtors Action Report - Debtors over 90 days with Balance >$250

October September August July June May

With Receivables Management 8,673.28 8,673.28 9,393.28 7,265.91 7,100.79
Paying by Agreement 4,896.94 5,497.58 6,017.58 4,337.81 14,132.10
Negotiating Payment Arrangement 6,484.09 6,484.09 37,283.65 1,992.35 3,636.09
Sub-Total 20,054.31 20,654.95 52,694.51 13,596.07 24,868.98
Various Debtors with Balances <$250 or Credit Balances -2,278.53 955.55 617.31 -1,163.87 -1,890.52
Over 90 days Outstanding Total 17,775.78 21,610.50 53,311.82 12,432.20 22,978.46
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17. Decision to Conduct Business with the Public Excluded |

Decided:

meeting, namely:

Debtors’ Overdue Report

Destination Marlborough - Trustees

Grants Sub-committee representation

Property Lease

Investigations 2010

Insurance Issues 2010

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

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

Destination
Marlborough — Trustees

Grants Sub-committee
representation

Property Lease
Investigations 2010

Insurance Issues 2010

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.
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