
 

 
 
 

TO THE MAYOR AND COUNCILLORS OF THE 

MACKENZIE DISTRICT COUNCIL 
 
 

Membership of the Finance Committee: 
Cr Graham Smith (Chairman) 

Claire Barlow (Mayor) 
Cr Russell Armstrong 

Cr Murray Cox 
Cr Noel Jackson 
Cr James Leslie 

Cr Evan Williams 
 
 
 

Notice is given of a meeting of the Finance Committee to be 
held on Tuesday, November 25, 2014, following the conclusion 

of the Strategy and Policy Committee meeting.  

 
 
VENUE:    Council Chambers, Fairlie. 

 

BUSINESS:   As per agenda attached 
 

 

 
 
 
 

WAYNE BARNETT 
CHIEF EXECUTIVE OFFICER  
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FINANCE COMMITTEE 

Agenda for Tuesday, November 25, 2014  

 

APOLOGIES 
 
DECLARATIONS OF INTEREST 
 

MINUTES: 
 

Confirm and adopt as the correct record the minutes of the Finance Committee 
meeting held on October 16, 2014, including such parts as were taken with the 
public excluded. 

 
SUB-COMMITTEE MINUTES: 
 

Receive the minutes of the Tekapo Property Group meeting held on November 
11, 2014, including such parts as were taken with the public excluded. 
 

REPORTS: 
1. Financial Activity Report (attached). 
2. Bancorp Quarterly Report (attached). 
3. Long Term Plan 2015-2025 (attached). 
4. Aoraki Foundation (attached).  
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PUBLIC EXCLUDED: 
 
  Resolve that the public be excluded from the following part of the proceedings of 

this meeting namely: 
 

1. Public excluded minutes of the Finance Committee meeting held on 
October 16, 2014. 

2. Public excluded minutes of the Tekapo Property Group meeting held on 
November 11, 2014. 

3. Forestry Lease Agreement (attached). 
 

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 

Previous minutes of the 
Finance Committee, 
October 16, 2014 

Enable commercial 
negotiations 

48(1)(a)(i) 

Previous minutes 
Tekapo Property Group, 
November 11 

Enable commercial 
negotiations 

48(1)(a)(i) 

Forestry Lease 
Agreement 

Enable commercial 
negotiations 

48(1)(a)(i) 

This resolution is made in reliance on Section 48(1)(a)(i) of the Local Government Official 
Information and Meetings Act 1987 and the particular interest or interests protected by Section 6 
or Section 7 of that Act, which would be prejudiced by the holding of the whole or the relevant 
part of the proceedings of the meeting in public are as follows: All matters under section 7(2)(i).  

 
RESOLUTION TO RESUME OPEN MEETING 
  
ADJOURNMENTS: 
 
10.30am: Morning Tea 
 
12.00pm: Lunch 
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MACKENZIE DISTRICT COUNCIL 
 

MINUTES OF A MEETING OF THE FINANCE COMMITTEE HELD IN 
THE COUNCIL CHAMBERS, FAIRLIE, ON THURSDAY, OCTOBER 

16, 2014, AT 10.18AM 
 
PRESENT: 

Cr Graham Smith (Chairman) 
Claire Barlow (Mayor) 
Cr Russell Armstrong 
Cr James Leslie 
Cr Noel Jackson 
Cr Evan Williams 
 

IN ATTENDANCE: 
 Wayne Barnett (Chief Executive Officer) 
 Paul Morris (Finance and Administration Manager)  
 Arlene Goss (Committee Clerk) 
 Jack Montgomerie (Timaru Herald) 
  
APOLOGIES: 
 
 There were no apologies. 
 
DECLARATIONS OF INTEREST: 
 

There were no declarations of interest.  
 
MINUTES: 
 

Resolved that the minutes of the meeting of the Finance Committee 
held on September 2, 2014, including such parts as were taken with 
the public excluded, be confirmed and adopted as the correct record of 
the meeting. 

Claire Barlow/Russell Armstrong 
 

SUB-COMMITTEE MINUTES: 
 

Resolved that the minutes of the meeting of the Tekapo Property 
Group meeting held on August 4, 2014, including such parts as were 
taken with the public excluded, be adopted. 

Graham Smith/Russell Armstrong 
 
Resolved that the minutes of the meeting of the Tekapo Property 
Group meeting held on October 7, 2014, including such parts as were 
taken with the public excluded, be adopted. 

Graham Smith/Russell Armstrong 
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The chairman requested that the committee move into public excluded 
session to discuss matters recorded on the public excluded minutes of the 
Tekapo Property Group meetings. 

 
PUBLIC EXCLUDED: 
 
  Resolved that the public be excluded from the following part of the 

proceedings of this meeting namely: 
 

1. Public excluded minutes of the Tekapo Property Group meeting held 
on August 4, 2014. 

2. Public excluded minutes of the Tekapo Property Group meeting held 
on October 7, 2014.  

 
 

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 

Previous minutes 
Tekapo Property Group, 
August 4 

Enable commercial 
negotiations 

48(1)(a)(i) 

Previous minutes 
Tekapo Property Group 
October 7 

Enable commercial 
negotiations 

48(1)(a)(i) 

This resolution is made in reliance on Section 48(1) (a) (i) of the Local Government Official 
Information and Meetings Act 1987 and the particular interest or interests protected by 
Section 6 or Section 7 of that Act, which would be prejudiced by the holding of the whole or 
the relevant part of the proceedings of the meeting in public are as follows: Previous minutes 
of the Finance Committee and Tekapo Property Group under section 7(2) (i).  

 
Russell Armstrong/James Leslie 

 
The Finance Committee continued in open meeting.  

 
REPORTS: 
 
FINANCIAL ACTIVITY REPORT TO AUGUST, 2014: 
 

This is the financial report for council for the financial year to August, 2014.  
 

Resolved that the report be received. 
Claire Barlow/James Leslie 

 
Finance and Administration Manager Paul Morris said he would like to raise 
three points. On page 53, employment expenses are lower than budget due 
to going through an employment process. Recruitment expenses are included 
in this budget. 
 
The financials do not include any internal calculations. No internal interest or 
mileage has been charged yet.  
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Regarding the insurance payment for damage to the Old Library Café in 
Fairlie, the insurance company is paying us the full amount. 
 
Cr Leslie asked regarding and item on page 64 - employment expenses 
under commercial activities. This relates to Twizel information centre staff.  
 
Cr Armstrong asked if the restoration of the Old Library Café was on budget. 
The chief executive said at the moment it is sitting at $40,000 under spend. 
We are expecting to finish the project at budget. 
 
Cr Jackson spoke regarding the finance report layout. He showed an example 
of a financial report that he felt was easier to understand. Paul Morris offered 
to make changes to the layout of the report. The Mayor requested that any 
changes be advised to the community boards to enable them to understand 
the reports. 
 

LETTER FROM WENDY SMITH REQUESTING SPONSORSHIP FOR BUSINESS 
AWARDS:  
 

Resolved that the letter from Wendy Smith requesting sponsorship for 
the business awards be received. 

Noel Jackson/Evan Williams 
 
This letter is attached to the agenda at page 65. It is asking for council 
sponsorship for the business excellence awards. We have previously 
contributed $2,000. Fairlie Bakehouse and Earth and Sky have been good 
performers at these awards and this has promoted the district. 
 
The Mayor said Mackenzie businesses were benefitting from participating in 
these awards. It inspired people to be excellent and was a good way to 
celebrate businesses in the district. The sponsorship comes from council’s 
tourism funding. 
 

Resolved that the council continue to sponsor the Business Excellence 
Awards. 

Russell Armstrong/Evan Williams 
 
 

THE CHAIRMAN DECLARED THE MEETING CLOSED AT 11.06am 
 

 CHAIRMAN:   
 
  DATE:  ____________________________________ 
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MACKENZIE DISTRICT COUNCIL 
 

MINUTES OF A MEETING OF THE TEKAPO PROPERTY GROUP HELD IN THE 
LAKE TEKAPO COMMUNITY CENTRE, TEKAPO ON TUESDAY, NOVEMBER 

11, 2014, AT 1PM 
 
 
PRESENT: 

Cr Murray Cox (Chair) 
Mayor Claire Barlow 
Stella Sweney 
Richie Smith 
Wayne Barnett (Chief Executive) 

 
IN ATTENDANCE: 

Stephen Gubb (Hughes Developments) 
Arlene Goss (Committee Secretary) 
 

APOLOGIES: 
 

Apologies were received from Cr Graham Smith, Cr Russell Armstrong and Paul Morris, 
Finance and Administration Manager. 

 
DECLARATIONS OF INTEREST: 
 
 There were no declarations of interest. 
  
MINUTES: 
 
 

Resolved that the minutes of the meeting of the Tekapo Property Group held on October 7,  
2014, be confirmed and adopted as the correct record of the meeting, including those 
matters taken under public excluded. 
 

Claire Barlow/Wayne Barnett 
 

PUBLIC EXCLUDED 

  Resolved that the public be excluded from the following part of the proceedings of this 

meeting namely: 

1. Previous minutes, Tekapo Property Group, October 7.  
2. Hughes Report to Tekapo Property Group. 
3. Land Sale. 

 

 

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 

Previous minutes 
Tekapo Property Group, 

Commercial sensitivity 
Enable commercial 

48(1)(a)(i) 
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October 7. negotiations. 

Hughes Report to 
Tekapo Property Group 

Commercial sensitivity 48(1)(a)(i) 

Land Sale Enable commercial 
negotiations 

48(1)(a)(i) 

   

 

This resolution is made in reliance on Section 48(1)(a)(i) of the Local Government Official Information and 

Meetings Act 1987 and the particular interest or interests protected by Section 6 or Section 7 of that Act, 

which would be prejudiced by the holding of the whole or the relevant part of the proceedings of the meeting 

in public are as follows: Previous minutes of the Tekapo Property Group under sections 7(2)(i) and  7(2)(b)(ii). 

Hughes Report to Tekapo Property Group under section 7(2)(b)(ii), Land Sale under section 7(2)(i). 

Claire Barlow/Wayne Barnett 

The Tekapo Property Group continued in open meeting. 

 
THERE BEING NO FURTHER BUSINESS 

THE CHAIRMAN DECLARED THE MEETING CLOSED AT 3.03PM 
 

CHAIRMAN:  ___________________________ 
 

DATE:  ___________________________ 
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MACKENZIE DISTRICT COUNCIL 

 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  FINANCIAL REPORT – SEPTEMBER 2014 
 
MEETING DATE: 25 NOVEMBER,  2014 
 
REF:  FIN 1/2/1 
 
FROM:  MANAGER – FINANCE AND ADMINISTRATION 
 
ENDORSED BY: CHIEF EXECUTIVE OFFICER 
 
 
 
PURPOSE OF REPORT: 
 
Attached is the financial report for Council for the period ended 30 September, 2014. 
 
 
 
 
 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

 
 
 
 
 
 
PAUL MORRIS     WAYNE BARNETT      
MANAGER – FINANCE AND ADMIN   CHIEF EXECUTIVE OFFICER  
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MACKENZIE DISTRICT COUNCIL 

 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  BANCORP QUARTERLY REPORT – SEPTEMBER 2014 
 
MEETING DATE: 25 NOVEMBER 2014 
 
REF:  FIN 9/1/9 
 
FROM:  MANAGER – FINANCE AND ADMINISTRATION 
 
ENDORSED BY: CHIEF EXECUTIVE OFFICER 
 
 
PURPOSE OF REPORT: 
 
The report has been tabled to inform Councillors of the performance of the Council’s 
investment portfolio, which is managed by Bancorp Treasury Services Limited. 
 
 
 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

 
 
 
 
 
 
PAUL MORRIS          WAYNE BARNETT       
MANAGER – FINANCE & ADMINISTRATION      CHIEF EXECUTIVE OFFICER   
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ATTACHMENTS: 
 
Appendix 1: Quarterly report from Bancorp Treasury Services to 30 September 
2014. 
 
PARTICULAR POINTS TO NOTE: 
  
Comparison with the Benchmark 

The Council’s portfolio increased in value by 2.44%, whereas the benchmark 
portfolio increased in value by 1.97% over the quarter, therefore the Council’s 
portfolio outperformed compared to the benchmark.  

Movements in the Portfolio 
 
The portfolio stands at $2.53 million. The portfolio decreased by $0.50 million over 
the period.  Details of the movements are as follows: 

 Redeemed $0.50million of Rotorua District Council 
 
At the end of December the weighted average running yield of Councils bond 
portfolio was 6.36%. 
 
Policy Adherence 

 All financial market investments comply with the counterparty exposure limits 
as outlined in the Treasury Policy. 

 All investments are readily tradable (liquid) on the secondary market. 

 The duration of MDC’s portfolio at 2.73 years is within the 25% allowable 
fluctuation band of the benchmark portfolio’s duration of 2.49 years. 

 Assets category percentages are as follows (excluding the call deposit): 
o Registered Banks 80.21% 
o Local Authorities 19.79% 

 
Financial Market Movements 
The official cash rate increased 0.25% to stand at 3.50%. 
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QUARTERLY PORTFOLIO REPORT 
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For the quarter ended 30 September 2014 
 
 
 
 

 
 

PREPARED BY BANCORP TREASURY SERVICES LIMITED 
 
 
 
 
 

 
 
 

AUCKLAND         WELLINGTON           CHRISTCHURCH 
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Page 1 

PORTFOLIO REPORT 

Below is a summary of the performance of Mackenzie District Council’s (“MDC”) Long Term Funds 

Portfolio (“LTFP”) and the benchmark portfolio for the quarter ended 30 September 2014. 

 

MDC’s LTFP, on an open to close valuation basis with coupons received during the quarter included, 

increased in value by 2.44%. 

MDC portfolio value at 30 June 2014 $  3,134,589 

MDC portfolio value at 30 September 2014 $   2,646,972 

Add coupon payments $  64,025 

Net purchases/sales/maturities $  500,000 

Total $    3,210,997 

Percentage change in effective cash value        +2.44% 

 

The benchmark portfolio, on an open to close valuation basis with coupons received during the quarter 

included, increased in value by 1.97%. 

Benchmark portfolio value at 30 June 2014 $ 10,519,664 

Benchmark portfolio value at 30 September 2014 $ 10,547,804 

Add coupon payments $ 179,575 

Total $ 10,727,379 

Percentage change in effective cash value         +1.97% 
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Page 2 

OVERVIEW 

A summary of the performance of MDC’s LTFP during the September 2014 quarter is as follows:  

 The LTFP outperformed the benchmark index, increasing in value by 2.44% compared to the 

benchmark portfolio’s increase of 1.97%.  

 The running yield of the portfolio as at 30 September 2014 was 6.36%.  

 The nominal value of the portfolio declined by $500,000 to $2,527,000. However, $6.1 million 

has been invested in term deposits. 

 
OCR 90 day 

1 year 

swap 

2 year 

swap 

3 year 

swap 

5 year 

swap 

10 year 

swap 

30 Jun 14 3.25% 3.63% 3.93% 4.20% 4.38% 4.60% 4.89% 

30 Sep 14 3.50% 3.70% 3.86% 4.08% 4.22% 4.37% 4.57% 

Change +0.25% +0.07% -0.07% -0.16% -0.16% -0.23% -0.32% 

During the September 2014 quarter, money market rates continued to rise, as the Reserve Bank of New 

Zealand (“RBNZ”) increased the Official Cash Rate (“OCR”) in July by 25 basis points to 3.50%. However, 

swap rates declined, pushed lower by a more benign global growth outlook, plummeting bond yields in 

Europe, geopolitical tensions in Iraq/Syria and the Ukraine and falling dairy prices, the latter leading to 

lower business confidence in New Zealand.  

 

The yield curve continued to flatten over the quarter with the benchmark spread between the 2 year and  

10 year swap rates declining from an opening level of 69 basis points to close at 49 basis points. This spread 

and the mere 21 basis point spread between the 5 year and 10 years swap rates indicates low domestic 

inflation and low growth expectations over the medium to longer term. Whether current levels are being 

overly pessimistic with regards to growth and inflation remains to be seen.  

 

Credit spreads in New Zealand declined slightly during the quarter, from an average of 63 basis points over 

swap for the ANZ Corporate A Grade Bond index at the end of June down to 52 basis points by the end of 

September. With credit spreads declining and interest rates from 2 years onwards falling, the September 

quarter provided borrowers who accessed the bond market with low outright borrowing costs.  

 

The chart on the following page shows credit spreads for the Corporate A Grade Bond index (the grey 

shaded area) and the 3 year swap (red line) dating back to mid 2007 when credit spreads over swap were 

below zero. They reached a peak of 288 basis points in early to mid 2009.  
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Page 3 

 

PORTFOLIO ACTIVITY 

The LTFP outperformed the benchmark portfolio over the September quarter, increasing in value by 2.44% 

compared to the benchmark portfolio’s increase of 1.97%. This outperformance is due to the longer 

duration of the LTFP (2.73 years) compared to the benchmark portfolio (2.49 years) and the direction that 

interest rates took during the quarter. While short term money market rates rose, swap and bond rates from 

one year onwards fell. Thus, with MDC having a longer duration than the benchmark index, it was better 

positioned to benefit from the fall in yields than the benchmark portfolio.  

 

For comparative purposes, the ANZ Corporate ‘A’ Grade Bond index (which most closely replicates the 

benchmark index and MDC’s portfolio) increased in value by 1.93% during the quarter. This index takes 

into account coupon reinvestment which neither the benchmark index nor the LTFP does. If this was 

factored into the calculations for both portfolios, the performance would be higher. The 1 year return for the 

period ending 30 September for the LTFP was 6.24%, compared to 5.13% for the benchmark index and 

5.36% for the ANZ Corporate ‘A’ Grade Bond index. 

 

There was one bond maturity during the quarter ($500,000 Rotorua District Council on 25 September) 

with the proceeds being reinvested in a term deposit. As has been the situation for some time, bank term 

deposits were preferred to corporate bonds for both the bond maturity and maturing deposits.  
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Details of MDC’s term deposits which have a weighted average of 4.51% as at 30 September are listed 

below.  

 $1.0 million invested for 120 days to mature on 28 November 2014 at a rate of 4.51%. 

 $1.5 million invested for 96 days to mature on 2 December 2014 at a rate of 4.48%. 

 $3.6 million invested for 120 days to mature on 4 December 2014 at a rate of 4.53%. 

The following table shows the yields on various corporate bonds as at 30 September 2014 in which MDC 

would be able to invest under the parameters of its Treasury Policy. This indicates that the interest rates 

that MDC has received on its term deposits are still higher than equivalent bond rates.  

MDC would have to invest in bonds with a maturity of around 2¼ years to get a yield equivalent to what 

it received for its term deposits. With upside pressure on medium and longer term rates likely to come 

when the US Federal Reserve (“Fed”) gets closer to increasing the Fed Funds rate, we believe that it is 

preferable to avoid investing in longer dated bond maturities which have the attendant risk of suffering 

capital losses in the event that rates do increase.  

Security Maturity Coupon Rating Yield 

Auckland Council 02-10-14 6.68% AA 3.62% 

Westpac 16-03-15 4.86% AA- 3.94% 

BNZ 27-05-15 8.67% AA- 3.99% 

ANZ  16-02-16 6.31% AA- 4.32% 

Tauranga CC 15-04-16 6.25% A+ 4.40% 

Dunedin City Treasury  15-11-16 6.79% A+ 4.49% 

ASB Bank 08-06-17 6.06% AA- 4.63% 

Transpower 30-11-18 5.14% AA- 4.84% 

BNZ 20-12-18 6.10% AA- 4.92% 

Rabobank 19-03-19 6.10% AA- 5.05% 

 

As at 30 September 2014, MDC complied with the credit rating criteria contained in the Treasury Policy. 

Bancorp Treasury continues to classify the ANZ Bank April 2018 bond under the Moody’s Investors 

Service (“Moody’s”) ‘equivalent test’ which is permissible under the Treasury Policy. Currently its 

Moody’s long term rating is ‘A3’.  

 

Overall, Bancorp Treasury is satisfied with the makeup and profile of MDC’s portfolio. The running yield 

of 6.36% still delivers considerable benefits over the interest rates available for shorter term money 

market investments.  
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Global Markets Overview 

Geopolitical tensions (Ukraine, Iraq/Syria and Gaza), signs of a continued but moderate US recovery and 

anaemic European growth and inflation have been the main influences on interest rate markets recently, 

resulting in a fall in global bond yields and a rush to safe haven currencies. Faced with 10 year 

government bond yields in countries such as Germany, Switzerland and Japan below 1.00% and the 

yields on many Eurozone 2 year government bonds negative, international investors sought higher 

yielding US bonds, which further boosted the US dollar and pulled down yields on US Treasury bonds.  

 

The German 10 year finished September at 0.90%, which helped push its US equivalent (the 10 year 

Treasury bond) yield to 2.49% (it reached 2.30% in mid-August). Even bond yields in countries such as 

Greece, Italy, Spain and Portugal which were forced to implement strict austerity measures in 2012 to 

curb huge budget surpluses have fallen sharply as investors have sought yield and ignored fundamentals.  

 

At its September FOMC the Federal Reserve (“Fed”) reiterated that it would keep interest rates near zero 

for a “considerable time” after asset purchases are concluded. The Fed continued to taper its bond 

purchases to USD15 billion and is on track to wind up its quantitative easing programme at the end of 

October. The Fed also raised its Fed Funds rate projections for the end of 2015 to 1.375% up from 

1.125% in June. It noted that “labor market conditions improved somewhat further” while there is 

underutilisation of labour resources. Inflation is also tracking lower than targeted. US CPI fell 0.2% in 

August, the first monthly decrease since April 2013. This saw annual inflation drift lower to 1.7%.  

 

Weak Eurozone GDP and inflation data resulted in the European Central Bank (“ECB”) introducing further 

measures to try and engender some form of meaningful economic growth in the 18 member bloc. In early 

September the ECB cut its main lending rate to 0.05%, from 0.15% and further lowered its already 

negative rate for overnight deposits from banks to minus 0.20%, from minus 0.10%. ECB President Mario 

Draghi also announced two new asset buying programmes for asset backed securities and covered bonds. 

Draghi said the “measures are predominantly oriented to credit easing” and to “extend credit to the real 

economy”. He also said the ECB acted because “the data we got in August on GDP and inflation showed 

that the recovery was losing momentum” and that the ECB sees “a worsening of the medium term 

inflation outlook, a downward movement in all indicators of inflation expectations.” Draghi stressed that 

the ECB will not be able to cut its interest rates any further, indicating that the new quantitative easing 

measures would total at least EUR700 billion.  

 

In China, sluggish manufacturing activity and weak housing data are acting as a weight on sentiment 

toward the world’s second largest economy; with many analysts seeing little sign of improvement in the 

Chinese housing market and say that the structural oversupply will take more than three years to work 

through. The Chinese central bank injected CNY500 billion into the banking system by way of cheap 

three months loans in September to stimulate credit and economic growth, but many consider this will be 

insufficient unless it is part of a larger campaign of stimulus. 
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NEW ZEALAND MARKET OVERVIEW 

As expected, the Reserve Bank of New Zealand (“RBNZ”) held the Official Cash Rate (“OCR”) at 3.50% 

in its September Monetary Policy Statement (“MPS”). The RBNZ revised down its inflation assumptions, 

lowered its projection for the 90 day rate to be very close to market pricing and re-stated July’s opinion 

that the New Zealand dollar’s “current level remains unjustified and unsustainable”. The extent of that 

revision and a lower inflation track, the reasons behind them and the lack of forward guidance were 

unexpected and created waves for the New Zealand dollar and local interest rates. 

 

A raft of economic data released late in the quarter gave the markets much to digest. According to 

NZIER’s latest consensus forecasts, New Zealand’s economic recovery has peaked with GDP growth 

expected to decrease from 3.8% in the March 2014 year to 3.3% in March 2015 and then 2.9%, 2.2% 

and 1.9% in the following years. This decrease was expected but, if looking at it from a glass half full 

approach, the absence of any talk of a hard landing for the economy is of some comfort.  

 

A lower GDP reading for the June quarter was expected and eventuated. GDP grew 0.7% in the June 

quarter, down from 1.0% in each of the two previous quarters. The growth figure that policymakers 

(Treasury and RBNZ) and economists focus on, the year on year comparison, showed GDP rose by 3.6% 

over the June year, from 3.2% in March and 2.2% in the previous June year. The main drivers of growth 

in the quarter were business services, construction and trade. 

 

The Fonterra result for the year ended 31 July 2014 showed a sharp drop in profit down to $179 million, 

compared to $736 million for the previous year. This was despite revenue increasing by 19% to $22.3 

billion. At the same time as announcing its result, Fonterra further reduced the forecast payout for the 

2014/2015 season to $5.30, from $6.00 and warned that “under the current market conditions, there is 

further downside risk, however the forecast reflects expectations that prices will increase in the medium 

term”. 

 

In the last six weeks of the quarter, short term interest rates (out to one year) rose in response to the 25 

basis point hike in the OCR on 24 July. However, medium and longer term swap rates declined in line 

with moves in offshore bond markets, the falling dairy price, and a more benign inflation and economic 

growth outlook in New Zealand. The fall has been more pronounced at the long end of the curve with 

the 5 year swap rate declining by 29 basis points and the 10 year swap by 34 basis points.  

 

The chart on the following page shows the 90 day bank bill futures pricing as at 30 September and the 

RBNZ’s projections from the last three MPSs. The red line shows the RBNZ’s most recent projection in 

the September MPS and the dotted blue line the 90 day bank bill futures pricing. 
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LOCAL AUTHORITY SECTOR 

The Local Government Funding Agency (“LGFA”) held its last tender for the quarter on 24 September. In 

total, $270 million of fixed rate bonds and Floating Rate Notes (“FRN”) were issued, with $808 million of 

bids received. Details of the tender were as follows: 

 15 April 2020 maturity - $105 million issued at a margin of 57 basis points over swap for an 

unrated borrower equating to an all up fixed rate for an unrated borrower of 5.00%. 

 15 May 2021 maturity - $25 million issued at a margin of 62 basis points over swap for an unrated 

borrower equating to an all up fixed rate for an unrated borrower of 5.08%.  

 15 April 2023 maturity - $140 million issued at a margin of 77 basis points over swap for an 

unrated borrower equating to an all up fixed rate for an unrated borrower of 5.32%. 

 

The resurgence in standalone bond issuance by local authorities mentioned in the June report continued 

during the September quarter. Details of some of the recent issues are as follows: 

 Masterton DC unrated 3 year issue at a margin of 40 basis points.  

 Waitomo DC unrated 3 year issue at a margin of 50 basis points. 

 Palmerston North CC rated ‘AA’ 3 year issue at a margin of 40 basis points. 

 Ashburton DC unrated 3 year issue at a margin of 42 basis points.  

 Tasman DC rated ‘AA-‘4 year issue at a margin of 45 basis points.  
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 Timaru DC unrated 4 year issue at a margin of 45 basis points.  

 Porirua CC rated ‘AA’ 5 year issue at a margin of 37 basis points.  

 

In addition to the margin, brokerage of either 2 or 3 basis points normally applies to each transaction. 

 

POLICY ADHERENCE 

 As at 30 September 2014, MDC was compliant with the investment parameters contained in its 

Treasury Policy.  

 The duration of the LTFP at 2.73 years is within the 25% allowable fluctuation band of the 

benchmark portfolio’s duration of 2.49 years.  

 As far as liquidity is concerned, all of the bonds in the portfolio have been traded regularly on the 

secondary market during the September quarter. We are confident that the portfolio would be able to 

be sold at short notice if required.  

 As at 30 September 2014, the asset category percentages complied with the Treasury Policy. These 

are as listed below and are illustrated in the chart:- 

- Banks  80.21% 

- Local Authorities  19.79% 
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Benchmark

30-Jun-14 30-Sep-14

Security Issue Date Maturity Date Coupon Nominal Yield Value Nominal Coupons Yield Value Effective cash

$ $ $ 01/07 to 30/09 $ 30/09/2014

          $ $

Fonterra* 15-Mar-09 15-Mar-15 7.75 1,000,000 4.11 1,028,461 1,000,000 $19,375 4.00 1,020,702 1,040,077

BNZ 21-Apr-04 27-May-15 8.67 1,000,000 4.16 1,047,709 1,000,000 3.99 1,059,673 1,059,673

Chch City Holdings 27-Jun-10 27-Jun-16 6.87 1,000,000 5.03 1,035,019 1,000,000 4.69 1,053,763 1,053,763

NZ Post 15-Nov-11 15-Nov-16 5.22 1,000,000 5.02 1,010,890 1,000,000 4.64 1,031,128 1,031,128

Telstra 15-Jul-12 11-Jul-17 7.51 1,000,000 5.25 1,097,802 1,000,000 $37,550 5.00 1,080,812 1,118,362

Auckland Council 20-Apr-04 29-Sep-17 6.52 1,000,000 4.80 1,067,533 1,000,000 $32,600 4.46 1,057,378 1,089,978

ANZ/National Bank  16-Feb-11 16-Feb-18 6.85 1,000,000 5.11 1,082,261 1,000,000 $34,250 4.81 1,071,207 1,109,111

ASB 19-Jul-12 18-Jul-18 5.06 1,000,000 5.16 1,019,142 1,000,000 $25,300 4.87 1,016,620 1,109,112

Rabobank NZ 19-Mar-12 19-Mar-19 6.10 1,000,000 5.32 1,049,158 1,000,000 $30,500 5.05 1,043,378 1,073,878

Transpower 10-Jun-12 10-Jun-20 6.95 1,000,000 5.40 1,081,688 1,000,000 5.07 1,113,144 1,113,144

$10,000,000 $10,519,664 $10,000,000 $179,575 $10,547,804 $10,798,226

Value as at 30/06/2014 $10,519,664 30/09/2014 10,547,804

Coupons 179,575

Net Purchases/Sales Nil

10,727,379

*Quarterly coupon  Effective change in cash $207,716

% change 1.97%

Duration-years 2.49
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Mackenzie District Council 

30-Jun-14 30-Sep-14

Security Issue Date Maturity Date Coupon Nominal Yield Value Nominal Coupons Yield Value Effective Cash

$ $ $ 01/06 to 30/09 $ 30/09/2014

ROTORUA DC 25-Sep-09 25-Sep-14 6.49 500,000 3.93 511,497 16,225 16,225

BNZ 27-May-08 27-May-15 8.67 500,000 4.16 523,854 500,000 3.99 529,837 529,837

AUCKLAND COUNCIL 27-Sep-10 27-Sep-17 6.52 500,000 4.80 533,904 500,000 32,600 4.46 528,818 561,418

ANZNATIONAL 18-Apr-08 18-Apr-18 5.28 500,000 5.94 494,138 500,000 5.56 507,432 507,432

ANZNATIONAL 20-Sep-11 20-Sep-18 6.08 500,000 5.18 525,251 500,000 15,200 4.92 521,529 536,729

BNZ 20-Dec-11 20-Dec-18 6.10 527,000 5.23 545,944 527,000 4.92 559,356 559,356

$3,027,000 $3,134,589 $2,527,000 $64,025 $2,646,972 $2,710,997

Value 31/03/2013 $3,134,589 Value 30/09/2014 2,646,972

Coupons 64,025

Net maturities and adjustments  500,000

3,210,997

 Effective change in cash $76,408

% change 2.44%

Duration-Years 2.73  
 
 
 

57



 
Page 11 

 
 
 

58



 
Page 12 

 

 

59



2014-11-25 ltp project 

MACKENZIE DISTRICT COUNCIL 

 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  LONG TERM PLAN 2015-2025 
 
MEETING DATE: 25 NOVEMBER 2014 
 
REF:  LTP 2015-2025 
 
FROM:  MANAGER FINANCE & ADMINISTRATION 
 
ENDORSED BY: CHIEF EXECUTIVE OFFICER 
 
 
 
 
PURPOSE OF REPORT: 
 
To inform Council on the Long-Term Plan project, costs and progress to date. 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received and the content noted. 

 
 

 
 
 
PAUL MORRIS     WAYNE BARNETT 
MANAGER FINANCE & ADMINISTRATION CHIEF EXECUTIVE OFFICER 
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BACKGROUND: 
Council is required, every three years, to produce a Long-Term Plan document 
setting out the way forward over a ten year period.  With the latest amendment to the 
Local Government Act, five key documents (3 new) are required: 
  

1. Significance & Engagement policy (approved for public consultation on 16th 
October 2014) to be in place by 1 December 2014. 

2. 30 year infrastructure plan for 3 Waters and Roading.  These must be 
adopted prior to the consultation document adoption. 

3. Consultation document – replaces the old draft Long-Term Plan.  There is 
now no statutory standing for a Draft Long-Term Plan as the name suggests 
this is the main consultation document. 

4. Long-Term Plan. 
5. Financial Strategy. 

 
The consultation document will require an audit review and sign-off and a special 
consultative process will be required to be undertaken. 
 
The topics that have been earmarked for review this LTP are: 
 

1. Rating for Tourism, Economic Development and Alps 2 Ocean held on 7th 
November.  Follow up to be arranged. 

2. Rates affordability especially with the 30 year infrastructure plan. 
3. Funding of District Plan costs both historical deficit balances and funding plan 

changes going forwards. 
4. Funding deficit balance of historical waste activities. 
5. Introduction of rating differentials. 

 
The project to date has incurred significant staff input and cost –  

 Hours 

Bernie Haar 
 

310 

Geoff Horler 
 

130 

Suzy Ratahi 
 

233 

Angie Taylor 4 
 

Nathan Hole 
 

45 

Garth Nixon 
 

45 

Paul Morris 
 

425 

 1192 

Total Cost $63,903 

 
The major concern is time and workload in addition to the team’s normal workload. 
 
To assist with this, we have engaged PriceWaterhouseCoopers of Christchurch to 
assist in preparing Councils month end reports etc.  The cost of this is $5,000 per 
month and is likely to continue until June 2015. 
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2014-11-25 aoraki foundation 

MACKENZIE DISTRICT COUNCIL 

 
 
REPORT TO:  FINANCE COMMITTEE 
 
SUBJECT:  AORAKI FOUNDATION 
 
MEETING DATE: 25 NOVEMBER 2014 
 
REF:   
 
FROM:  CHIEF EXECUTIVE OFFICER 
 
 
 
 
PURPOSE OF REPORT: 
To seek grant funding to assist with administrative costs of Aoraki Foundation. 
 
 
STAFF RECOMMENDATIONS: 
 
1. That the report be received. 

2. That the Committee approve a grant of $1,000 each year for three years 
(2014/15 – 2016/17) to assist with the administration of the Aoraki Foundation. 

 
 

 
 
WAYNE BARNETT 
CHIEF EXECUTIVE OFFICER 
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2014-11-25 aoraki foundation 

ATTACHMENTS: 
Email request from Lesley Roy (Trustee of Aoraki Foundation).  
 
BACKGROUND: 
 
The Aoraki Foundation describes itself as follows; 
 

It is a registered charitable trust and was established to promote philanthropy 
in the Aoraki Region. It is one of 14 “Community Foundations” in New Zealand 
with the fundamental principle underpinning its operation being a ‘donor-
based’ approach. 
 
Established mid 2009 the Aoraki Foundation is a Community Foundation that 
allows people to gift funds that will assist in benefiting the Aoraki Region For 
Good, For Ever.  
 
 The Aoraki Foundation's primary goal is to provide a simple, effective and 
long-lasting way for individuals and families to leave legacies to local causes, 
and to ensure these gifts will achieve maximum benefit into the future. 
 
The Aoraki Foundation has facilitated a number of community projects 
including the recent MRI scanner fundraising campaign and the Caroline Bay 
Aquatic Supporters Club.  It has also assisted in a number of other community 
projects including the Hockey Turf Development, Levels Raceway Resealing 
Programme, Te Ana (Maori Rock Art Centre), Waimate Skate Park, Fairlie 
Community Trust Vehicle, Tekapo Footbridge Society and The High Country 
Medical Trust, Twizel. 

 
The Foundation has been established with a provision to use up to 1.5% of 
investment returns to cover administrative expenses. 
 
At this stage the Foundation’s endowment funds are not sufficient to enable this 
provision to meet their administrative costs. 
 
The funds sought would contribute to the Foundation’s costs for a period of three 
years during which time the endowment levels will be built towards a level at which it 
will be able to sustain its operational costs from the investment allowance. 
 
The Aoraki Foundation receives additional funding from the Tindall Foundation on a 
1:1 basis of donations. 
 
SIGNIFICANCE OF DECISION: 
This decision is not significant in terms of Council’s Policy on Significance.  
 
ISSUES & OPTIONS: 
 
The District General account holds budget of approximately $10,000 of unallocated 
grants within the District General account, of which $2000 has been spent this year 
financial year. 
 
CONCLUSION: 
The Aoraki Foundation supports many projects across the district and the demand 
on this will continue to grow.  Lesley Roy is Mackenzie District’s nominated 
representative on the Foundation and it is unreasonable to expect that personal 
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funds are used support their administration.  It is appropriate that Council supports 
this request by making an annual grant of $1000.00 per year for the next three years.  
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2014-11-25 aoraki foundation 

From: royfamily@ezykonect.co.nz [mailto:royfamily@ezykonect.co.nz]  
Sent: Monday, 27 October 2014 2:35 p.m. 
To: Mackenzie District Mayor 
Subject: Aoraki Foundation 

  

Hi Claire 
  
Hard to believe I have now been serving the Mackenzie on the Foundation for six months! I 
am really enjoying the role, finding it stimulating and rewarding. 
  
The Board have recently completed a very comprehensive governance manual designed to 
provide a really strong framework of governance of the current trustees and those in the 
future. 
  
We have also now employed fund managers (Craig’s) to invest the monies held by the 
Foundation.  
  
Our focus now is to build on the $1.5 million invested by actively seeking endowments and 
bequests, and reach a point where we can start to distribute some serious money into the 
South Canterbury community. 
  
The Trustees continue to contribute their own money to the Foundation to help with the 
administration of the Foundation, however as previously discussed, assistance in the form of 
donations from Council or mayoral funds would be greatly received. I recall you mentioned 
that this was on the Finance Committee agenda for last meeting and I wondered if you had 
had any success? Graham Smith called me prior to my appointment as was adamant that 
persons serving the Mackenzie in this voluntary capacity should not be using their personal 
money to support this and that I should approach the Council. Therefore I am hopeful that 
the outcome is positive (I have, however, already made a personal donation of $500, and 
plan to donate $500 more in the first part of 2015).  
  
I have also been asked by the Foundation Chair Nigel Davenport if you could spare us some 
time for a coffee and a chat at soe time in the near future. 
  
Our next meeting is 20 November; I look forward to hearing from you. 
  
Regards 
  
Lesley 
  
Malcolm and Lesley Roy 
Riverview 
RD 14 
Cave 7984 
Tel 64 3 685 5719 
Fax 64 3 685 5710 
Mob 64 27 651 2754 (Malcolm) 
Mob 64 27 220 5952 (Lesley) 
 

65

mailto:royfamily@ezykonect.co.nz
mailto:royfamily@ezykonect.co.nz

	anotice
	bAgenda
	cFinance Committee Minutes 16-10-14
	dTekapo Property Group Minutes 11-11-14
	fFinancial Report 25-11-14
	Financial Report Cover November 2014
	Financials Finance Committee 25-11-14

	gBancorp Report 25-11-14
	2014-11-25 Bancorp Quarterly Report - September 2014
	MacKenzie Quarterly Report Sept 14

	hLong Term Plan Project 25-11-14
	iAoraki Foundation 25-11-14



