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Mackenzie

DISTRICT COUNCIL

Notice is given of an Extraordinary Meeting of Council to be held on:

Date: Tuesday, 5 October 2021
Time: 4.00pm
Location: Council Chambers

Fairlie

AGENDA

Extraordinary Council Meeting

5 October 2021

Note: This meeting may be digitally recorded by the minute-taker.



Council Membership:

Graham Smith (Chair)
James Leslie
Anne Munro

Stuart Barwood
Murray Cox
Emily Bradbury
Matt Murphy
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The purpose of local government:

(1) The purpose of local government is—

(a) to enable democratic local decision-making and action by, and on behalf of, communities; and

(b) to meet the current and future needs of communities for good-quality local infrastructure, local

public services, and performance of regulatory functions in a way that is most cost-effective for
households and businesses.

(2) In this Act, good-quality, in relation to local infrastructure, local public services, and performance of
regulatory functions, means infrastructure, services, and performance that are—

(a) efficient; and
(b) effective; and
(c) appropriate to present and anticipated future circumstances.

(Local Government Act 2002)
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4 REPORTS

4.1 ADOPTION OF THE LONG TERM PLAN DRAFT CONSULTATION DOCUMENT 2021-2023

Author: Angela Oosthuizen, Acting Chief Executive
Authoriser:
Attachments: 1. LTP Consultation Document {
2. Liability Management Policy {
3.  Investment Policy J
4, Development Contributions and Financial Contributions Policy I
5. Rates-Remission-and-Postponement-Policies [
6.  Accounting Policies {
7.  Consultation Document Supplementary Financials {
8.  Financial Strategy v8 Final
Council Role:

O Advocacy When Council or Committee advocates on its own behalf or on behalf of its
community to another level of government/body/agency.

O Executive The substantial direction setting and oversight role of the Council or Committee
e.g. adopting plans and reports, accepting tenders, directing operations, setting
and amending budgets.

Legislative Includes adopting District Plans and plan changes, bylaws and policies.

O Review When Council or Committee reviews decisions made by officers.

O Quasi-judicial When Council determines an application/matter that directly affects a person’s
rights and interests. The judicial character arises from the obligation to abide by
the principles of natural justice, e.g. resource consent or planning applications or
objections, consents or other permits/licences (e.g. under Health Act, Dog
Control Act) and other decisions that may be appealable to the Court including
the Environment Court.

O Not applicable  (Not applicable to Community Boards).

PURPOSE OF REPORT
The Long Term Plan 2021-2031 (LTP) is Council’s commitment to the community and sets out
e what the Council plans to do over the next ten years
e how much it will cost, how it will be funded and how the Council will report on progress.

The Council is required to adopt a Long-Term Plan (LTP) every three years under the Local
Government Act 2002. The Council is also required to prepare and adopt a Consultation Document
(CD) and use the special consultative procedure to provide an effective basis for public participation
in Council’s decision-making processes relating to the content of the LTP.
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Over the last few months, Council workshops and meetings have guided the development of the CD
and the supporting information. The purpose of this report is to seek the Council’s approval of the
CD and supplementary information supporting the Long Term Plan 2021-2031 for provision to Audit
New Zealand.

STAFF RECOMMENDATIONS
1. That the report be received.

2.  That Council adopts the Draft Long Term Plan 2021-2031 Consultation Document for
consultation with the community.

3.  That Council receives the audit opinion for the Draft Consultation Document Draft Long
Term Plan 2021-2031 Consultation Document and supporting documentation.

4.  That Council adopts the following documents as supporting information for the Long Term
Plan 2021-2031 Consultation Document for provision to Audit New Zealand

a)  Draft Liability Management Policy.

b)  Draft Investment Policy.

c) Draft Financial Contributions Policy.

d) Draft Rates Remissions and Postponement Policy.
e)  Draft Accounting Policy.

f) Draft Prospective Financial Statements.

5. That Council notes that the following documents have been adopted previously as
supporting information to the Long Term Plan 2021-2031 Consultation Document:
Draft Infrastructure Strategy, Draft Financial Strategy 2021-2051 and Draft Revenue and
Financing Policy presented and Draft Significance and Engagement Policy in the meeting
dated 21 September 2020 subject to any audit amendments.

BACKGROUND

The LTP is the Councils’ commitment to the community and sets out what the Council plans to do
over the next ten years, how much it will cost, how it will be funded and how Council will report on
progress. Over the last few months, Council workshops and meetings have guided the development
of the CD and the supporting information. In the meeting of 14 September Council adopted the
following draft supporting documents subject to audit changes and subsequent amendment by the
Chief Executive Officer:

e Draft Financial Strategy
e Draft Revenue and Financing Policy
e Draft Infrastructure Strategy

e Draft Engagement and Significance policy

CONSULTATION DOCUMENT

The attached CD conveys the key elements of the Council’s proposed LTP and is the principal means
by which the Council will consult with the community. The Consultation Document provides an
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overview of where we are now and what we are looking at over the next ten years. It identifies
community outcomes that form the basis for all decision making and outlines the options for the
key issues identified for the next ten years. Feedback from the community will be sought specifically
on the proposed options for five key issues as well as the wider plan.

The following sections of the report provide a high level overview of the key points of the CD.

THE BIG ISSUE - FUNDING OUR FUTURE

There are a number of challenges that Mackenzie District Council (MDC) is facing as a council. Local
Government across New Zealand is responding to challenges and increased expectations, both from
central government and from our communities. In order to meet them, and to continue to operate
in a financially responsible manner, rates have to be increased. Our Long-Term Plan 2021-2031
prepares for the delivery of key services and infrastructure. We intend to:

e Adequately fund the required levels of service in township maintenance to meet community
and visitor expectations

e Tackle a capital and operational maintenance programme that includes road safety
improvements, maintains accreditation for building control, maintains council property to
required building standards and to ensure we meet legislative requirements for services such
as the management of swimming pools and animal control.

e Resource appropriately so we can deliver key projects with short timelines set by central
government.

e Fund compliance requirements for the Fairlie Council Building and the Twizel Events Centre
to ensure we provide safe and resilient facilities for our residents to use.

e Begin a complete review of the Mackenzie District Plan.

e Address additional central government requirements, particularly new Drinking Water
Standards requiring higher service levels in terms of treatment.

e Increased associated costs (depreciation and interest payments) for increased capital
expenditure.

e Traditionally, we have had some of the lowest rates in the country, however we now have
to upgrade what we offer and join the rest of New Zealand improving how we deliver across
a number of areas.

Unfortunately, there is little choice, as these are now the minimum levels of service required.

RATES INCREASES
MDC are proposing to fund the total rates as shown below in each year.

This sees the highest rates rises in the first six years of the plan, with smaller increases over the
following four years. This means that some front-end costs will be loan funded and repaid by the
end of year six, with the impact on rates increases shown in the table below:
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21/22 22/23 23/24 24/25 25/26 26/27 27/28 28/29 29/30 30/31
Overall increase | 13.31% 17.5% 10.4% 8.5% 8.00% 5.1% 3.6% 2.9% 5.7% 0.7%
in the rates
Council receives
Additional rates | 1,441 2,141 1,499 1,345 1,388 949 706 590 1,198 151

required $(000)

Within this rating model we have applied $2.4m of borrowings to smooth rates increases. This will
offset higher rates in the first six years and will be repaid by the end of the LTP.

Council has adopted a Financial and Infrastructure strategy.

KEY ASPECTS - FINANCIAL STRATEGY

MDC wants to place the long-term needs of the community first and has taken a proactive approach
to address the opportunities and challenges facing our district. The choices being made today are
to deliver a higher level of service that meets the increased expectations of our communities and
New Zealand as a whole. This proactive approach means that the headline rates increases for the
first three to five years are higher than our community will have seen in previous LTPs. We are
confident however, that this will put the district in a stronger financial position to meet the current
and future needs of our residents.

MDC has produced a prudent financial strategy for the next ten years which meets its required levels
of service and invests heavily in improving infrastructure. MDC has balanced the rates increases so
that the impacts are as affordable as possible for the community. Our debt level management over
the term and interest servicing requirements fall well within threshold requirements.

MDC will maintain a strong balance sheet and will ensure cash remains available to meet our
working capital requirements.

We're actively managing MDC’s investment portfolio to ensure it generates returns for our
ratepayers.

Other changes highlighted within the Consultation Document include:
e Major Capital projects over the term of the Long Term Plan 2021-2031
e Changes to the funding of halls and swimming pools and community facilities
e Policy Changes to the Revenue and Financing Policy and the Significance and Engagement
Policy
CONSULTATION APPROACH

Council will be holding drop-in sessions in Fairlie, Tekapo/ Takapo and Twizel at the following times
and locations.
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Fairlie Takapo/Tekapo Twizel

Mackenzie District Council Lake Tekapo/Takapd Community Twizel Events Centre
Tuesday [date] Hall Thursday 14 October 2021
3.30-5pm, 5.30-7pm Wednesday 13 October 2021 3.30-5pm, 5.30-7pm

3.30-5pm, 5.30-7pm

Mackenzie District Council Lake Tekapo/Takapd Community Twizel Events Centre
Wednesday [date] Hall Saturday 23 October 2021
3.30-5pm, 5.30-7pm Thursday 21 October 2021

3.30-5pm), 5.30-7pm 10am-12pm, 12.30pm-3pm

NEXT STEPS

a) Public Consultation commences 29 September 2021 and runs through until the 29 October 2021.
b) Consultation closes 29 October 2021 at 4.30 pm 2021.

b) Public Consultation runs for a minimum period of four weeks when submissions will be accepted
from the community.

c) Hearings and deliberations will be held for submitters who wish to speak to the Council — 9-10
November 2021.

d) Following consultation and hearings, Council will formally deliberate on changes to the proposed
Long-Term Plan 2021-2031 ahead of the final audit and then adoption of the plan at a Council
meeting in early December..

SIGNIFICANCE OF DECISION

This decision is significant and requires public consultation using the special consultative procedure

defined in the Local Government Act 2002 section 93 (A).

CONSIDERATIONS

Legal

This adoption of the Consultation Documents is a requirement sections 93 (A) to (G) and section 94
Council will be holding drop-in sessions in Fairlie, Takapo and Twizel at the following times and
locations.

CONCLUSION

This Council adopt the Consultation Document for Long term Plan (2021-2031) consultation with
the community as required by legislation and in support of the community outcomes.
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A Word From

The Mayor

Our district is the envy of many for a number
of reasons. We have amazing natural
landscapes, strong and independent
communities, and a rich history. However,
the very reasons we cherish the district

and choose to call it home, are why we are
experiencing challenges.

The big challenge facing Mackenzie District Council (MDC)
is balancing our small ratepayer base against the pressures
of high visitor numbers, increasing government regulation
and an ongoing push to improve our natural environment for
our locals, visitors and treaty partners.

We need to strike a balance that ensures we can
appropriately invest in and fund resilient infrastructure and
deliver fitfor purpose services, all while ensuring we make
sure the district remains a place we are proud to call home.

For a longtime, MDC has worked hard to keep rates low,
running the district as affordably as possible, while still
providing the services our community requires.

Times have changed however, and today we are faced

with a raft of challenges and drivers that mean we need to
rethink how we fund what needs to be done. These changes
include the ongoing impact of tourism and the pressure

this places on our infrastructure, increasing government
regulation and the rising costs of compliance, improving
infrastructure and the increased levels of service expected
by our communities and visitors.

This means we find ourselves in a situation where we need
to increase our rates. We need to do this to ensure our
council can continue to function in a sustainable manner
and provide the infrastructure and services our community
needs. This is outlined in more detail in this document.

We have tried to keep these rates rises at an acceptable
level, 80% of ratepayers will see rates rises that fall into the
$50-5500 per year range. There will be higher increases for
some and even a small amount of decreases, but these
do not represent the overall picture for the majority. The
percentage increases are coming off a very low base in
terms of dollar value as we currently have the third lowest
average residential rates in the country'.

' Ratepayers Report 2021

There are a number of challenges we're facing. We will
continue to deal with the impacts of the loss of international
tourism and ongoing national lockdowns in the short

term. Central government is continuing to drive a wide
reform agenda that includes a review of the ownership of
water infrastructure, significant changes to the Resource
Management Act (RMA) and a review of Local Government.
This all adds to MDC's workload, requiring additional
resources to evaluate these changes, which in turn means
additional costs.

We also need to focus resources on recovery from the
flooding in late May this year which damaged our roading
infrastructure. We estimate approximately $2.04 million will
be required to recover from this event. This will be partly
subsidised by Waka Kotahi (NZ Transport Agency) with the
remainder having to be to be funded by MDC.

We have made progress on our key strategic project such
as Te Manahuna Ki Uta which will develop a Destination
Management Plan and a 100-year vision. Likewise, we have
completed our Spatial Plans which will help inform the
review of our District Plan, which will kick off later this year.

MDC is committed to investing in our community and
making decisions that ensure Mackenzie continues to

be a unique and special place to live, work and play. We
believe that today's choices will help us create tomorrow's
Mackenzie.

It's important we have a discussion up front about howwe
can sustainably fund our district for generations to come.
It's time for a change.

GRAHAM SMITH

Mackenzie District
Mayor
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Where To Find
More Information

&

===\
ONLINE IN PERSON BY PHONE
Visit us at Call into our offices in Call us 03 6859010 so we
letstalk.mackenzie.govt. Fairlie or Twizel can send you information
nz/LTP21

How You can give your feedback by completing the submission

form at the back of this document.

L]
To make your submission online, go to
o lve letstalk.mackenzie.govt.nz/LTP21

If you'd like to speak to Council aboutyour submission,

let us know by ticking the box on the submission form.
e e a C Submissions close at 5pm on Friday 5 November 2021,

01- Welcome To Our Long-Term Plan
02 - The Big Issue - Funding Our Future
03 - Let's Have A Talk About Rates

04 - Our Future Challenges

05 = Our Financial Strategy

06 - Our Infrastructure Strategy

07 - Changes To Policies

Submission Form

Audit Report
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WELCOMETO OUR LONG-TERM PLAN

Welcome To
Our Long-
Term Plan

What is a Long-Term Plan?

Our Long-Term Plan (LTP) outlines to our community how
we intend to invest over the next 10 years. Any year that is
not an LTP year, we develop an Annual Plan for you to have
your say on.

We want to share our plans for the nextten years and give you the opportunity
to let us know what you think. All the feedback received will be considered as
we fine tune our LTP for adoption in early December.

The LTP is an important part of our council planning process. It sets outthe
services and activities that we will provide, the projects we will carry out and
the level of service the community can expect over the next decade. It also
includes how much MDC expects things to cost, how this will be paid for and
what it means for rates and debt.

This document highlights some important challenges we are facing across
the district. It outlines how MDC plans on addressing them and how this will
impact rates.

Item 4.1- Attachment 1
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Adopting the LTP

MDC elected members will adoptthe Proposed
Consultation Document (2021-2031) on the on
5 October 2021.

By adopting the LTP after 30 June 2021, it means that MDC

have not met the statutory timeframes required by New Zealand
legislation.

This will impact the timing of Councils rates and annual charge

invoices and may change the timing of the infrastructure projects
outlined in the LTP.
We want to talk through the LTP with you. To do this we'll @
be holding drop-in sessions in Fairlie, Takapo and Twizel
at the following times and locations. Drop by to discuss If you can’t make it along to the
the LTP with our senior leadership team and Councilors. drop-in sessions please take
alook at our LTP online at

LTP Drop-in Sessions

letstalk.mackenzie.govt.nz/LTP21

DROP-IN

SESSIONS

4 )

= - - - - p= A
Fairlie Takapo/ Twizel
TUESDAY 12 OCTOBER Tekapo THURSDAY 14 OCTOR
3.30-5PM & 5.30-7PM 3.30-5PM & 5.30-7PM
WEDNESDAY 13 OCTOBER
Mackenzie District Council 3.30-5PM & 5.30-7PM Twizel Events Centre

Takapd/Tekapo Community Hall

bon - . - pa .
Fairlie Takapo/ Twizel
WEDNESDAY 20 OCTOBER Tekapo SATURDAY 23 OCTOE
3.30-5PM & 5.30-7PM 10AM-12PM, & 12.30P!

THURSDAY 21 OCTOBER
Mackenzie District Council 3.30-5PM & 5.30-7PM Twizel Events Centre
Takapd/Tekapo Community Hall

N y o

FAIRLIE - MACKENZIE TAKAPO/TEKAPO - TWIZEL -
DISTRICT COUNCIL COMMUNITY HALL EVENTS CENTRE
53 Main Street 8 Aorangi Crescent Market Place
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What have we done since

the last 2018-28 LTP?

There’s been a lot going on since the last LTP, which was adopted in
2018. Below are a few of the major achievements since 2018.

WATER INFRASTRUCTURE

We have invested to continually improve Mackenzie's
infrastructure, this includes:

« Wer'e investing $220,000 per annum for the next 20
years for Asbestos pipe replacement. This programme
has since been accelerated through the 2019/20
Annual Plan

- $250,000 has been spent to connect Pukaki Airportto
Twizel's water network.

+ The development of a new $7.400,000 treatment plant
to upgrade Fairlie’s drinking water supply is underway.
This project has commenced with planningwork in
progress.

+ $924.000was allocated in 2019 for the relocation of the
Twizel Wastewater disposal field and construction of
rapid infiltration beds.

TOURISM INFRASTRUCTURE

To help mitigate pressure from high visitor numbers, we
have accessed funding from Central Government which
has contributed to:

1. Enhancing the resilience of the Alps2O0cean track.

2. Responsible camping measures. including seven new
public toilets and the monitoring and promotion of
responsible camping.

3. Improvements to the Church of the Good Shepherd
and Collie Dog Statue.

In addition, the International Dark Sky Place of the Year
was awarded to the Aoraki Mackenzie International Dark

Sky Reserve. This is a significant recognition of our district.

AMENITY IMPROVEMENTS

We have continued to improve community facilities
including a significant upgrade of the Twizel Aquatic
Centre, improvements to the Fairlie playground,
Takapd/Tekapo Domain and Mackenzie Community
Centre. We have also upgraded toilets at Lake Pukaki
lookout, built new toilets in Takapd/Tekapo, Burkes
Pass and at the Pines at Lake Pukaki. An upgrade of
the effluent dump station in Takapd/Tekapo is also
underway.

THE MACKENZIE ALIGNMENT

Together with Environment Canterbury (ECAN),
Department of Conservation (DOC), Land Information
New Zealand (LINZ), and Waitaki District Council,

we have formed a partnership group known as the
Mackenzie Alignment. The purpose of the group and
the alignment project is to work with the community
to protect the iconic Mackenzie landscape, its water
quality and its precious indigenous flora and fauna.

Item 4.1- Attachment 1
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ECONOMIC DEVELOPMENT

Te Manahuna Ki Uta - Destination Mackenzie has been
launched. This key strategic project is being developed
in partnership with mana whenua and other key agencies
and stakeholders. It will create a 100 year vision for the
Mackenzie Basin | Te Manahuna along with a destination
management plan that will ensure we protect and restore
our unique natural environmentwhile benefiting the
economy of the people who live here.

The Mackenzie Tourism Advisory Group was created
to connect Mackenzie tourism businesses with MDC's
destination marketing services.

COMMUNITY ENGAGEMENT

We have Increased opportunities for community
engagement capability - with the “Lets Talk™ Platform.

We have also updated MDC's branding and launched a
new website.

We have also finalised the Mackenzie Spatial Plans,
following comprehensive community engagement. These
will inform the review of our District Plan which will kick off
after the LTP has been adopted.

Counrcil recently adopted an Economic Development
Strategy which sets out the criteria that Council will use to
guide decision making relating to the District's economic
and business sector development.

ORGANISATIONAL IMPROVEMENTS

In 2020 we began a two-year program within MDC to
embed critical systems and policies, while improving our
performance and communication. This process is nowwell
underway. This has included the roll out of a new Electronic
Document Management System across Council and
migrating all our electronic files,

All of these projects are forward looking, aiming to re-
imagine and create tomorrow's Mackenzie District.

Item 4.1- Attachment 1
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How has the last three years

shaped our future?

SAFETY

There has been a significant increase in the cost of keeping
people safe. This ranges from road safety improvements,
traffic management across construction work, safe drinking
water, working alone and many incremental improvements
all focussed on making sure everyone goes home safe to
their families.

REGULATORY

Regulatory controls have been increasing as the District
Plan and building control standards are aligned with new
government requirements. There is a greater expectation
that MDC’s regulatory controls meet the highest standards
to ensure that our unique environment is protected. Building
control standards are now much more standardised and
require significantly more time to administer. Much ofthese
costs are recovered from the user. but there are still large
overhead resource costs that are required from MDC.

COMMUNICATION

Exponential improvements to communication technology
mean that our community expects up to date access to
information across several digital and traditional channels,
aswell as the ability to be able to apply for and pay for
services online. There is an additional cost to setup and
maintain these services, both in terms of resourcing and the
technology required.

f

()

IMPROVING STANDARDS

Increases in environmental and drinking water standards
mean that water treatment upgrades need to be completed.
There are also investments required for our wastewater
treatment plants. This, coupled with Government water
reform, is placing increasing pressures on our resourcing

RESPONDING TO EMERGENCIES

There has been an increasing frequency of emergency
events that MDC must respond to and help the community
recover from. It costs unbudgeted money to respond to
emergencies and they take employees away from business
as usual tasks, often for extended periods. This means that
the normal work is often deferred as there is no capacity left
to deliver it and this creates an increasing backload of work
that becomes unmanageable to deliver.

%
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ATTRACTING TALENT AS PART OF THE TEAM

The costs of attracting and retaining staff at MDC have
increased significantly. This LTP has been significantly
delayed by not having the expertise on the ground to
do the work. Existing employees are under significant
pressure, and we need to increase budgets to be able
to retain our current employees and to be able to attract
high quality staff to fill vacancies.
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LONG TERM PLAN 2021 - 2031

Our Strategic Vision

MDC has developed the following strategic vision and outcomes
to chartthe course and set our direction for the future.

This vision has been developed alongside the community and will help MDC focus our efforts to ensure
everything we do remains focussed on improving our communities, our environment and our way of life.

Mission
Strengthening

our communities

Vision
To empower our communities
and treasure our environment

pN

Be fair to everyone
Strive for a better future
Dare to be different

Actwith respect and trust
Protect our peace and serenity

Our
Community
Outcomes

A TREASURED
ENVIRONMENT

We recognise that our
outstanding environment
plays a vital role in

sustaining our district.

We manage our
environment and natural
resources sustainably

to ensure they can be
enjoyed now and by future
generations.

We have sustainable,
efficient and well-planned
infrastructure, services and
community facilities.

0

RESILIENT,
SUCCESSFUL
COMMUNITIES

Our communities have
access to facilities and
networks which enable
people to enjoy positive,
healthy lifestyles.

Our communities are
engaged, connected and
are given the opportunity
to influence local outcomes
and decisions.

Our communities have a
‘sense of place’ that makes
people proud to live here.

Our communities are
resilient and provide for
inter-generational wellbeing
through networks that care

for all ages.

STRONG AND
INNOVATIVE
ECONOMY

We value the role that our
District's environmental,
social and cultural

assets play in supporting
economic development.

We are a welcoming.
enabling and business
friendly district that
encourages creative local
economic development.

We recognise and manage
the effects of economic
growth and actively support
our communities and
environment while striving

for prosperity.

EMBRACE HERITAGE
AND DIVERSITY

We embrace our partnership
with nga rinanga and
support mana whenua
traditions and relationships
with their ancestral lands,
waterways, wahi tapu and
other taonga.

We are proud of and
celebrate the heritage and
diversity of our District and
our people.

We respect each other
and what we contribute
to the District through our
traditions and culture.

Our communities are given
the opportunity to celebrate
and explore their heritage,
identity and creativity.

o I .l“ ’ g
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What’s the plan for the next 10 years?

Over the nextten years we will continue to improve, replace, and construct the
necessary infrastructure to service our community. This includes a number of
key projects that have been included in this LTP.
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WATER SUPPLIES

Water Metering (2022/23): Install universal water metering
of properties connected 1o urban water supplies, beginning
in Twizel. (5322.753)

Twizel and Takapd/Tekapo water main replacement
(2021/22): Replace asbestos cement, cast iron and
galvanised steel water mains as part of an accelerated
renewal programme under the COVID 19 recovery stimulus.
($13.8 million)

Fairlie water supply upgrade (2021/22): Upgrade of
Fairlie's water supply to meet New Zealand Drinking Water
Standards. This involves the construction of a new plant
capable of managing the current source water quality
fluctuations. The upgrade also involves the construction of
two new supply reservoirs. ($74 million)

Compliance with Drinking Water Standards (2021/25):
With the exception of Allandale and the Albury Rural Water
Supply work at all water treatment plants is expected to
ensure compliance with Drinking Water Standards. Itis
anticipated that Allandale will be compliant within the 10
years of this LTP. Council is currently working to better
understand the status of the Albury Rural Water Supply.

WASTEWATER

Takapd/Tekapo upgrades - Wastewater treatment
plant (2021/22 to 2025/26): An upgrade of the wastewater
treatment plant is required to cater growth including

the Station Bay subdivision. This is likely to include the

establishment of a new treatment plant, a new discharge site,

additional storage and. pump replacements. ($18. million)

Takapd/Tekapo upgrades - Lakeside Drive (2021/22):
Refurbishment of the lakeside pump station including
installation of additional monitoring equipment. ($50.000)

Pipe replacement programme (2021-29): Acceleration of
asbestos cement line replacement, previously planned for
2026/27 due to three waters stimulus funding. ($4.8 million)

Twizel - Mackenzie Park: (2021/22): A new rising main
and pumping station is programmed from Mackenzie Park
to the Twizel oxidation ponds to improve the treatment and
manage growth, ($1.005m)

Compliance with Discharge Consents (2021/25): Work at
all Wastewater Treatment Plants to ensure compliance with
Resource Consents.

-
="

f/f
STORMWATER

Stormwater Management Control (Flooding)
investigation (2021/22): Stormwater management control
investigation for the Alloway Street upgrade. ($25,000)

Stormwater reticulation upgrade (2021-23): The design
and construction of upgraded reticulation for Alloway Street
in Fairlie. ($764,000)

Box culvert replacement - Fairlie (2021/22):
Replacement of the Sloane Street stormwater box culvert,
pending investigation. ($34,670)

PARKS AND COMMUNITY FACILITIES

Twizel swimming pool (2021/2022): Improvements to the
pool's heating are planned ($100,000)

Peace Trees (2021/2021): Situated on the road between
Cricklewood and Kimbell, the Fairlie Peace Trees currently
consists of up to 500 deciduous trees, planted to
commemorate the end of the First World War. A recent
survey of the trees has identified deferred maintenance
works that are required to ensure the continued health
and wellbeing of the trees and safety of the road users.
($180.000)

Upgrade toilets, parking areas and lake access at Lake
Ruataniwha Reserve (2021/2023): 88% of this work is
funded from the Tourism and Infrastructure Fund. ($761,500
total)

Toilets at Fairlie and Lake Pukaki 2021/22): Funded 85%
and 84% respectively from the Tourism and Infrastructure
Fund. (517 million total)

Fairlie dump station (2021/22): Improvement works
funded 78% from the Tourism and Infrastructure Fund.
($95.000 total)

GOVERNANCE & CORPORATE SERVICES

Fairlie Administration Building (2021/22): Upgrades to
this building to meet appropriate standards are scheduled
($1.0 million)
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TRANSPORTATION

Low-Cost Low Risk Projects (2021/31): This includes

a range of safety focussed projects including surface
improvements, speed management, travel management
demand, kerb and channel improvements and intersection
improvements. ($104 million)

Unsealed road metalling (2021/31): Road metalling

will continue, particularly on high risk and high trafficked
roads like Lilybank and Braemar Road. An investigation
will be undertaken in 2021/22 to assess the viability of seal
extensions along these roads. ($9 million)

Alps to Ocean upgrades (2021/22): Plans in place to
take the Alps to Ocean great ride fully off-road to improve
safety and increase the attractiveness of the trail for users.
($465,000)

Upgrading of footpaths in the major urban centres
(2021/31): Footpaths will be upgraded in all major towns
in response to the increasing focus on walking and cycling
and reducing carbon emissions. (2.05 million)

Ongoing sealed road resurfacing upgrades (2021/31):
Resurfacing of sealed roads is programmed to respond
to the need to improve the condition of roads across the
district. (564 million)

Addressing Bridge Replacement program (2021/24):
MDC will work with the community and stakeholders to
understand and implement a bridge replacement program
based on age and criticality, including discussions on
bridge ownership models.

REGULATORY SERVICES

Dog Pound (2023/24): A new dog pound is required to
meet the requirements of the Dog Control Act 1996. The
cost of the proposed new purpose-built facility is $410,000.

District Plan Review (2021-24): A budget amount of $2.5
million over the nextthree years is proposed to meet the
cost of the District Plan Review.

How will this be done?

Council has traditionally had a small capital investment program (in the past between $3.5 -
$5.5m) and has delivered most of the projects in house, through existing roles and as part of

‘business as usual’.

Council is investing in the development of a Program
Management Office (PMO) which will be tasked at
supporting the delivery of this large capital works program.
Thisis to be completed in year one of the LTP and will be
crucial in ensuring the work programme can be delivered on
time and on budget.

Even with a PMO in place, Council will still be reliant on
external resources to support the delivery of the program.
The PMO will ensure Council evolves into a smart buyer of
these services from the open market.

However, many of the capital projects planned for the next
10 years are being undertaken in the first year of our LTP
which means we will have a very busy year. There is the
riskthat we will struggle to find the necessary resources to
undertake this level of capital works.

To ensure the works are more likely to be done, we have
sourced a number of external resources who have begun
work on many of the planned capital projects and will
provide ongoing project management support.
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If the major projects are delayed potential impacts on the + Delays in the desludging woulid result in less efficient

provision of Council services may include: performance in the Wastewater Treatment ponds.

+ Delayin upgrading the Fairlie Water Treatment plant + Delays in the projects funded by the Three Waters
which would delay compliance with new Drinking Water funding could lead to loss of central government funding
Standards for Protozoa and the distribution system would which would result in increased borrowings for Council
remain below minimum storage requirements. should projects proceed.

+ Delays in upgrading the AC reticulation of reticulation in + Delays in remediating the safety and earthquake risks for
Twizel and Tekapo could lead to unanticipated breakages the Fairlie Civic Office and Twizel Visitor Centre could
and water leaks. pose safety risks for the public and community users.

What will the Infrastructure Program cost?

Projected inflated Capital Expenditure for infrastructure assets.
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The Big Issue
- Funding Our
Future

There’s no getting around it, we need to put up
rates to ensure we can get all the work done

that needs doing.

There are a number of challenges that we’'re facing as a council. MDC isn’t alone in this
situation, in fact many councils around the country have had to put up rates this year.

Local Government across New Zealand is responding to
challenges and increased expectations, both from central
government and from our communities. In order to meet

them, and to continue to operate in a ﬁnanc:aallyrespons.l ble

manner, rates have to be increased. We don't like it any
more than our ratepayers do, but we believe there is no
other choice

Our Long-Term Plan 2021-2031 prepares for the delivery of
key services and infrastructure, We intend to:

1. Adequately fund the required levels of service in
township maintenance to meet community and visitor
expectations

. Tackle a capital and operational maintenance
programme that includes road safety improvements,
maintains accreditation for building control, maintains
council property to required building standards and to
ensure we meet legislative requirements for services
such as the management of swimming pools and animal
control.

Item 4.1- Attachment 1

3. Resource appropriately so we can deliver key projects
with short timelines set by central government.

. Fund compliance requirements for the Fairlie Council
Building and the Twizel Events Centre to ensure we
provide safe and resilient facilities for our residents to
use.

. Begin a complete review of the Mackenzie District Plan.

. Address additional central government requirements,
particularly new Drinking Water Standards requiring
higher service levels in terms of treatment.

. Increased associated costs (depreciation and interest
paymenis) for increased capital expenditure.

Traditionally, we have had some of the lowest rates in the
country, howeverwe now have to upgrade what we offer
and join the rest of New Zealand improving howwe deliver
across a number of areas. Unfortunately, there is little
choice, as these are now the minimum levels of service
required.
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What are we proposing?

Funding of rates

We are proposing to fund the total rates shown below in each year. This sees the highest rates rises in the first six years of
the plan, with smaller increases over the following four years. This means that some front-end costs will be loan funded and
repaid by the end of year six, with the impact on rates increases shown in the table below:

YEAR 21/22 22723 2324 24/25  25/26  26/27 27/28  28/29 29/30 30/31
Overall increase
inthe rates 13.3% 17.6% 10.4% 8.5% 8.1% 51% 3.6% 4.1% 5.7% 0.7%
Council receives
Additional rates

requir edS(OOO) 1443 2162 1,504 1,363 1,397 954 714 835 957 151

Within this rating model we have applied $2.4m of borrowings to smooth rates increases. This will offset higher rates in the
first six years and will be repaid by the end of the LTP.

Increase the Uniform Annual General Charge EA

==
In addition to funding rates as they fall we are also proposing to increase the Uniform

Annual General Charge (UAGC) from $24.63 to $150.00. A UAGC s a fixed charge set

per rating unit in the District. The charge enables all ratepayers to make a minimum
contribution to the Council’s costs and ensures that higher value properties do not carry
a disproportionate amount. Increasing the UAGC from $24.63 to $150.00 will increase the
amount of rates paid by lower value properties. This proposed increases is included in the
overall increases noted above,

You are able to

viewyour rates at
letstalk.mackenzie.
govt.nz/LTP21

Other important issues
- How do we fund our
pools and halls?

Across the district we have two swimming
pools, three urban community facilities and
three rural halls.

Our pools and community facilities and halls provide a
benefit to the whole district, but at present they are partially

funded through targeted rates on each of our three main Twizel Takapd/ Fairlie Rural
townships, with the rural halls being funded by our rural Tyaze Tekapo Strathconan  Albury Hall
ratepayers. STYTG Yra——

. ) Takapd/ ;\ imming Sherwood
The remainder of the costs are made up through user o Tekapo Fool Hall
charges, with the people who use the halls and pools paying . - Community .\ i erse —
directly when they use them. We recover up to 20% of the Events Hall Community ‘”“‘ '
costs of our pools through user charges, and 20-40% for —— Ceritre de

community facilities and halls.
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What are the options?

People who use the facilities will continue to pay user charges, but to cover the remaining
costs we have considered two options. Irrespective of the options chosen, there are no

impacts on debt and levels of service.

OPTION ONE

A district good

DISTRICT WIDE
TARGETED RATE
{excluding Aoraki/
Mount Cook village)

OPTION TWO
A proximity
benefit

The second option has been included
in our sample rates shown on page 22.

Option one considers a capital value charge
across all ratepayers of the district.

This would mean that all ratepayers are paying on the same
basis towards the collective management of our district's
swimming pools, community centres and halls, as they
provide a ‘district good' - that is a benefit to the whole
district.

However, this means that people who have limited access
to community facilities (e.q. rural areas) would be subsiding
areas with better access. Because of the inequitable access
across the district this option was not considered to be fair
to the rural ratepayers who have significantly higher capital
values due to land size.

Targeted rate of $178 for every

$5600,000 of capital property value.
(This would give a rate in the dollar of $0.000035768)

Facilities: Twizel Events Centre, Twizel Swimming Pool,
Takapd/Tekapo Community Hall, Mackenzie Community
Centre, Strathconan Swimming Pool, Albury Hall, Skipton
Hall and Sherwood Hall

Option two looks to strike a balance
between district wide benefit, while giving
consideration to the geographic spread of
our district.

Under this option, MDC would recover 30% of the funding
required through a district-wide rate, while the remainder
would be paid for by the communities where the facilities
are located. This would be levied through our current
township and rural works and services rates.

We believe this option is more equitable as it sees
communities with better access and higher usage of nearby
facilities contributing slightly more towards the operational
costs and capital upgrades.

Item 4.1- Attachment 1

Page 26



Extraordinary Council Meeting 5 October 2021

30%

of the cost

DISTRICT WIDE UNIFORM CHARGE

FLAT CHARGE PER RATEABLE
PROPERTY $2646

30% OF THE COST of the Twizel
Events Centre, Twizel Swimming
Pool, Takapd/Tekapo Community
Hall, Mackenzie Community Centre,
Strathconan Swimming Pool, Albury
Hall, Skipton Hall, and Sherwood Hall

TWIZEL TOWNSHIP
RATEPAYERS

This is split into a flat
charge and a capital value
charge

FLAT CHARGE (10%):
$2116 TARGETED RATE
OF $216 92 for every
$500.000 of capital
property value.

(This would give arate in
the dollar of SO 0004338)

70% of the costof the
Twizel Events Centre, and
Twizel Swimming Pool

Twizel residents also pay an
improvement targeted rate
of $ 51.08.

TAKAPO/TEKAPO
TOWNSHIP RATEPAYERS

This is splitinto a flat
charge and a capital value
charge

FLAT CHARGE (48%):
$214.01 TARGETED RATE
OF $129.50 for every
$500,000 of capital
property value.

(This would give a rate in
the dollar of $0.0002590)

70% of the cost of
the Takapd/Tekapo
Community Hall

What do we think?

We would like to see a fairer model of
charging, while ensuring that our facilities
are well maintained and affordable for our

communities.

Option Two is our preferred option as communities who

are closer to the community facilities pay a higher share as

they have better access and usage of these facilities.

We think that providing safe swimming pools and
community halls benefits our district as a whole, which
is why an element is funded through the general rate. It
means that regardless of your location within the district,

everyone contributes.

FAIRLUETOWNSHIP
RATEPAYERS

This is split into a flat
charge and a capital value
charge

FLAT CHARGE (10%):
$64.147 TARGETED
RATE OF $778 for every
$500.000 of capital
property value.

(This would give arate in
the dollar of S0 .0015560)

70% of the cost of the
Mackenzie Community
Centre, and Strathconan
Swimming Pool

RURAL RATEPAYERS

{49% share with the residual
being funded by the rural
energy generators)

This is splitinto a flat charge
and a capital value charge

FLAT CHARGE (10%): $40.52
TARGETED RATE OF $6.25
for every $500,000 of
capital property value.

{This would give a rate in the
dollar of $0.00000125)

70% of the cost of the
Albury Hall, Skipton Hall,
and Sherwood Hall

It’s time for a change -
join the conversation
on page 39 or letstalk.
mackenzie.govt.nz/

LTP21

Tell us what you think
about our proposal to
change the funding of
our halls and pools.
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LET'S HAVE A TALK ABOUT RATES

Let’s Have A
Talk About Rates

Rate 101

Talking rates can be confusing. We have arange of different ways
that we collect rates. Two of the most common rates are:

A general rate 2 Atargeted rate

This is paid by This Is funded by specific ratepayers or
everyone, based businesses who directly benefit from the
on capital value. activity. This is usually based on capital value.

Other costs can be levied through fixed charges (such as the UAGC - Uniform Annual
General Charge) which are paid by each property at the same rate, regardless of the
property value.

Capital values are the value of the land and all improvements to the property.

How is council funded?

Council gets its funding from a range of sources - about 41% (or $12.3m)
from rates, with the rest from a range of services as shown below.

BREAKDOWN OF COUNCIL REVENUE BY TYPE 2021/2022 (S30.5M)

FINANCE REVENUE ($315K)
DEVELOPMENT AND FINANCIAL CONTRIBUTIONS (31684M
I rccs. CHARGES AND METERED RATES FOR WATER SUPPLY (81954M)
OTHER REVENUE (32 683M)
VESTED ASSETS (52 881M)
SUBSIDIES AND GRANTS (58 704 M)

RATES (S12.334M)

2000 4000 6000 8000 4000

NB: Rates includes rates penalties and water meter charges.
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How are your
rates spent?

The level of rates set depends mainly on the
services council legally has to provide, such
as drinking water, wastewater and roads, and
on what services and facilities the community
wants and expects.

AREAS OF EXPENDITURE 202172022

OF BATES

L

f
WASTE MANAG B ENT
AND M NIMISATHON

8.16%

OF RATES

L

BEGULATORY SERVICES

8.72%

OF RATES

TRAMSPORTATION

If you own a property you pay rates directly to MDC. Those
who live in the district but don't own property also pay rates
indirectly through their rent. This is why the LTP is important
to all residents, whether or notyou own property, and why
we want to hear from anyone with an interest in our district.

In general, MDC running costs, such as maintaining parks
and reserves, paying employees and keeping the lights on
are paid for through rates and fees and charges. The below
infographic has been designed to help you understand how
your rates are spent.

GOVERNAMNCE AND
CORPORATE SERVICES

43.61%

OF RATES

e R e

. -
$30,000

OF RATES AT DI TR M
- $56,048,000 §3,011,000
- - A R AN CITMT
WATER SUPPLIES PARKS AND $1,280,000 $3,952,000
O COMMUNITY
-+ & /O FACILITIES
OF RATES
o,
18.84%
OF RATES

TR DICMATRT

§4,058,000

AR DAL

§50,000

B OR S
LTINS R

L T L

$147,000

AT T OETAT
$1,216,000

4 O

T OACMTAT A
$137,000 $410,000
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Property Valuation Changes

One of the effects of growth is an increase in property values, as increasing
demand pushes up prices in our relatively constrained property market. Every
three years, Quotable Value NZ independently reviews the rateable values for
properties throughout New Zealand. These were undertaken for the Mackenzie
District in September 2020.

As a result of the latest revaluation, the property values across our district increased at different rates.

CAPITAL VALUE CHANGES BY SECTOR 2020

S00% CROP & LIFESTYLE RESIDENTIAL INDUSTRIAL UTILITIES
SPECIALIST 36.1% 28.2% 57.5% 6.2%
-7.9%
80%
DAIRY & FORESTRY MINING COMMERCIAL OTHER
PASTORAL 24.9% 0% 28.5% 20.4%
60% 1.4%
40%
N . . -
ol m— I ‘ : e
-20%
Itis important to note that percentage increases to the capital value is applicable to 21/22 rates. Comparing your

value of properties do not necessarily translate to the same new QV capital value is the most accurate way to show the
percentage increases in the rates you pay. Simply put. ifthe expected 21/22 rate changes for the year ahead.

value of your property has changed significantly compared
with someone else’s, you will pay a different share of the
total rates that we need to deliver our services.

Please note, that rate increases or decreases, will affect
properties differently, depending on the senvices they're
connected to. For example, a rural property won't pay the
We have used a sample of district ratepayers to demonstrate  water connection rates charges that a property connected
the impact of planned rates rises. The sample rates table to town water supply would.

on page 22 shows typical changes in value with the current

capital value being aligned to 20/21 rates and the new
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How will this affect me?

Over the nextten years we are proposing rates increases by an average
of 8.2 % each year.

To see the impact on your specific property check this letstalk.mackenzie.govt.nz/LTP21
and you can review the impacts of these rates changes in our sample rates table on page 22.
This revenue will cover our costs inthe budget, pay back debt and store some away for future
renewals (depreciation). It doesn't mean everyone's rates will increase by this amount though.

HOW much g ou Changes to the value of
d d your property - including
p (Ig ep endas on a improvements or changes

number of things, you've made.
such as...

The services your property is
rated for (such as whether you
get drinking water supplied or
kerbside rubbish collection.

The type of property you have.
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Rates By Community

Rates are GST inclusive

Type Capital ware (&) Rates (5) M atos () 2 vew el lh

Fairlie Section Mid Range 67000 1,013.86 140,000 127240 258.54
Low Value House 150,000 165958 205,000 1,855.40 19582

Mid Value House with Accommodaton 220,000 1974.51 200000 28490 21039

Mid Value House 270,000 2,060.87 350,000 2,242.60 18173

High Value House 520,000 289699 630,000 299040 9341

High Value House 750,000 3.386.45 810,000 3177.60 -208.85

Fairlie Commercial Mid Range 410000 286248 530,000 3,005.60 14312
Commercial High Value 700,000 391355 1130,000 471230 79875

Commercial High Value 890,000 5946.32 1,000,000 5,782.80 -16352

Takap$, Section Mid Ran 310,000 136966 500.000 1735.20 36554
Low Value House 320000 1.870.23 500,000 232130 45107

Mid Vst Housk with Acommadaton 720,000 289263 850,000 3,219.30 326.67

Mid Value House 730,000 236319 860,000 2,639.10 27591

High Value House with Accommodation 990,000 275029 1180000 3,078.60 32831

High Value House 2,650,000 522206 2900000 5,441.20 21914
Takap&/Tekape Commercial Mid Range 2360000 898159 3360000 10,607.10 162551
Commercial High Value 6.300000 2444730 8470000 26,964.60 251730

Twizel Section Mid Range 170,000 1126.36 265,000 1,321.90 195.54
Low Value House 230,000 160747 365,000 1,886.20 27873

Mid Valse House with Accommodaton 365,000 199554 450000 217650 18136

Mid Value House 395000 191792 500,000 2,095.20 17728

Mid Value House 780,000 264246 980,000 2,838.60 19614

High Value House 1150000 333874 1.300.000 3,334.10 -4.64

High Value House 1660000 429844 1940000 4,325.20 2676

Twizel Commercial Mid Range 710,000 3.270.07 1010,000 3,554.90 28483
Commercial Mid Range 2,890,000 12,09875 3,520,000 1196910 -129.65

Commercial High Value 8900,000 3058238 §810,000 25,235.80 -5346.58

Rural Low Value Town Section 22000 19144 50,000 380.90 18946
Low Value Township House 16000 1346.03 175000 1589.30 24327

Lifestyle Low Value 580,000 86078 660,000 1,361.90 50112

Lifestyle Mid Value 585,000 127609 700,000 1.490.50 21441

Lifestyle High Value 775000 164197 930,000 1920 27803

Rural Farm Land Low Value 880,000 122063 760,000 118120 -3943
Farm Low Value 1.015.000 1.382.62 940,000 1384.10 148

Farm Mid Value - Sheep and Beef 2690000 5258.58 4325000 6,934.30 167572

Farm Mid Value - Sheep and Beef 3,230,000 420484 3840000 497730 77246

Farm Mid Value - Sheep and Beef 6250000 794229 5845000 7.20590 -736.39

Farm Mid Range - Dairy 9190000 1338617 8280000 12,041.20 -134497

Farm Mid Range - Dairy 12,100,000 15,557 51 11,670,000 14,674.30 -88321

Farm High Value - Cropping 15,600,000 2381172 14500000 2139340 -241832

Farm High Value - Sheep & Beef 17.000,000 2039315 18,800,000 21,189.40 79625

Farm High Value - Sheep and Beef 23,160,000 2871702 22400000 26,829.60 -188742

Farm High Country - High Value 26900,000 33913.78 30,050000 36,704.20 279042

Rural Commercial Low Value 265000 264225 345000 3,025.60 38335
Commercial Low Value 375,000 1698.93 480,000 2,025.70 32677

Commercial Low Value 1,020,000 444775 1,300,000 5,151.80 70405

Commercial Mid Value 2940000 660579 3450,000 6915.40 30961

Commercial Mid Value 3,000,000 567295 2100,000 3,222.60 -2450.35

Commercial High Value 35,000,000 6672665 31,300,000 48,839.70 -1788695
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Rates Instalments

Due to the late adoption of the Long-Term
Plan, Council invoiced the first instalment

of the rates at 25% of the 2020/2021 (last
year’s rates).

Instalment 2, 3 and 4 will be based on the rates setin the
final Long-Term Plan (planned to be adopted in November

2021). There will be changes in the due dates of theses
instalments as follows:

Instalment 2 - Due date 30 December 2021
Instalment 3 - Due date 20 March 2022
Instalment 4 - Due date 20 June 2022

This means that the shortfall in instalment 1 will be
recovered over the last three instailments.

Valuation Changes
Impacts

We talk about the percentage increase when it comes to
rates. This is the overall increase to the amount of money
Council collects in rates across our whole district. This does
not mean that every property will get that increase.
Some will pay more, others less. Some properties will even
see reductions in their rates.

CONSIDER HOW
THESE AVERAGE
RATES PER

WEEK COMPARE
WITH OTHER
COMMON WEEKLY
HOUSEHOLD
EXPENSES.

(5
) —

FOOD

ml

TRANSPORT

$205

$236

Impact of Rating
Changes

Rates have changed as a result of the impact
of capital valuation changes. If the value of

a property had increased relative to another
or a sector has changed relative to another
sector, rates will be impacted.

While rates are climbing in percentage terms, changes in
the rating model such as amendments to the UAGC and
the Roading flat rate have spread the increases across a
wider distribution base and overall 83% of our ratepaying
properties are going up in the band of between $0 - $500 a
year. While this is a considerable amount of money to many
of our ratepayers, when spread out over a year itis roughly
$40 a month or just under $10 a week. There is also an
increase in the Unform Annual general charge from $24.63
to $150.00 per SUIP. This means that all rateable properties
per SUIP will pay a higher flat UAGC

Council needs to adequately fund our rates:

» To deliver the required levels of service to meet increasing
compliance requirements, regulatory standards for
building. planning and treatment of water.

+ Meet the additional operational funding costs for capital
expenditure to upgrade three waters infrastructure to
meet new water standards and minimize environmental
impacts.

+ Upgrade our Council buildings to meet public safety and
earthquake risks.

| — ||
N\ 7/
7/ N 5 .
HOUSEHOLD PHONE AND CLOTHING AND HEALTH
ENERGY INTERNET FOOTWEAR

$47  $33.70 $46.10 $39.40

**Source: Figures based on the Statistics NZ Household Economic Survey 2019 - Average
weekly household expenditure for Canterbury region.

It’s time for a change - join the conversation
on page 39 or letstalk. mackenzie.govt.nz/LTP21.

Tell us what you think about our proposal to

increase rates.
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OUR FUTURE CHALLENGES

)4

Our Future
Challenges

Climate change

Climate change is expected to change the frequency
and intensity of weather-related events (drought, wildfire,
floods and other storms). It is also likely to introduce
some Long-Term shifts in climate patterns both locally
and across the country. Increased severe weather events
cause more regular flooding which can lead to extensive
road, bridge and infrastructure damage costing millions
of dollars to repair.

This LTP aims to plan for climate change, by investing in
the improved resilience of our infrastructure, particularly
ourthree waters and transportation assets, and our
emergency management (Civil Defence) activities.

Ensuring we are prepared for the changes and
challenges presented by a changing climate requires
Long-Term planning. We are proposing several
programmes which will improves our resilience.

These include:

The installation of two 1,000 m3 water reservoirs for Fairlie
which will increase resilience and security of water supply
by increasing storage capacity to round 120 m3.

Water meters will be rolled out across the district to help
us track water use and improve water efficiency.

Development of a financial reserve to fund activations
of our Emergency Operations Centre in response to
emergency events.

Further information specific to how climate change is
impacting investment in infrastructure can be found in
our Infrastructure Strategy.

Item 4.1- Attachment 1

COVID-19

The effects of COVID-19 have seen an almost complete loss
of international tourism, which has had a significant impact
on our local tourism sector and supporting businesses.

We have also seen the effects on the wellbeing of our
community, with uncertainty and anxiety on the increase.
We recognise that these impacts are continuing to be felt
locally, nationally and internationally.

In response to the short-term impacts of COVID-19 last year,
we reduced planned rates increases from 8.00% to 448%
to carry some of the load of the financial impacts on our
community and local businesses. This has had an impacton
our balance sheet and needs to be factored into ourfuture
financial forecasts.

Recovering from the impacts of COVID-19 has become

part of our business as usual. Itis important that we focus
on economic development, assisting businesses to secure
resourcing and supporting those looking to diversify. We will
also increase our resourcing to assist our businesses and
communities through this challenging time.

Big district,
small population

One of the main challenges facing the Mackenzie is thatwe have
a small population base (the third smallestin NZ) dispersed across
a wide geographic location (the tenth largest). We have also been
affected by the impacts of tourism, particularly in terms of our
population size compared to the number of visitors we receive.

All councils have to comply with the same central government
standards, regardless of their size and population. This means that
the cost of providing services for Mackenzie is higher per ratepayer.
The dispersed nature of our communities also means thatwe have
to provide more services than councils who have larger population
densities confined largely to one area.
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Managing tourism

Before COVID-19 dramatically reduced our visitor numbers,
tourism was increasing at an unprecedented rate. While
this was good for our economy, it placed considerable
pressure on our district, communities, and infrastructure.
We have taken advantage of central government funding
when available for tourism infrastructure projects, but this
still comes at a costto our communities who pay for the
ongoing maintenance and depreciation costs (saving for
the replacement) of these facilities.

We are taking the opportunity provided by a lull in visitor
numbers to prepare a destination management plan that
maps out the future of tourism across the district. This is
being developed in conjunction with mana whenua and
other partners to ensure tourism benefits our communities,
environment and economy in a sustainable way. We will
continue to progress Te Manahuna Ki Uta - Destination

Mackenzie to setthe direction for our future as a destination.

Three Waters Reform

In the wake of the Havelock North Inquiry and subsequent
Three Waters Review, central government is embarking on
significant water reform. A new water regulator, Taumata
Arowal, has been established and big changes are coming
to the way water services are delivered nationwide.

The Government is proposing to establish four publicly-
owned entities to take the responsibility for drinking water,
wastewater, and stormwater infrastructure across New
Zealand. Cabinet has agreed to the proposed boundaries of
the four water providers including details on the proposed
water service entities, governance arrangements, the role
of iwmi, and how they would be regulated. The Government
remains interested in continuing discussion with local
government and iwi/Maori most affected by the proposed
boundaries for feedback on these before progressing them
in legislation.

The impacts of these change are yet to be finalised., but our
community needs three waters services regardiess of what
happens. As such, we have included three waters in our
financial and infrastructure strategies. We have assumed a
business as usual approach to the delivery of three waters
in this LTP until the impacts of three waters reform are fully
clarified. For more information on the Government reforms
visit dia.govt.nz/three-waters-reform-programme.

Our District Plan
needs to be updated

The Mackenzie District Plan hasn't been reviewed since
2004. Aithough we have completed a number of important
plan changes and updates since our District Plan became
operative in 2004, the majority of the District Plan needs
updating We need to ensure the District Plan reflects the
needs of our community, our environment, and the values
of our treaty partners.

MDC has finalised the Mackenzie Spatial Plans, which
outline out the zoning for our main towns and rural
settlements, mapping out a 30-year vision for how each
area can grow. The next step is to review the Mackenzie
District Plan and ensure it s fit for purpose. This is a
significant project and is expected to kick off in early 2023.
A budget has been allocated for the District Plan Review
as partof the LTR.

Increased roading
investment

The costs of maintaining our roads are increasing and we
need to do more to meet levels of service and road safety
requirements. There is also the need to invest in safety
improvements on our roads to meet national road safety
targets. These improvements, while costing more now, will
help future proof our network and manage the ongoing cost
of maintenance.

Mackenzie was recently advised by Waka Kotahi that the
funding they provide for our roading network has been
substantially reduced. Council has agreed itis important
that we continue to keep our local funding share atthe
original level budgeted. This ensures we can continue
to improve our roading network, however it comes with a
greater funding requirement on our ratepayers.
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Our Financial
Strategy

MDC wants to place the Long-Term needs of the community first
and has taken a proactive approach to address the opportunities
and challenges facing our district. The choices being made today
are to deliver a higher level of service that meets the increased
expectations of our communities and New Zealand as a whole.

This proactive approach means thatthe headline rates increases for the first three

to five years are higher than our community will have seen Iin previous LTPs, We are
confident however, that this will put the district In a strongerfinancial position to meet
the current and future needs of our residents.

MDC has produced a prudent financial strategy for the nextten years which meets
its required levels of service and invests heavily in improving infrastructure. MDC
has balanced the rates increases so that the impacts are as affordable as possible
for the community. Our debt level management overthe term and interest servicing
requirements fall well within threshold requirements.

MDC will maintain a strong balance sheet and will ensure cash remains avallable to
meet our working capital requirements.

We're actively managing MDC's investment portfolio to ensure it generates returns for
Oour ratepayers.

Rates rises are higher early on,
but reduce as time goes on

COUNCIL RATE RISES TOTAL RATES RATES INCREASE %

zorzoz
Szou/vzoz
woz/sTor
rot/or
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6208/8202

Item 4.1- Attachment 1




Extraordinary Council Meeting 5 October 2021

We're continuing to use internal borrowing

MDC uses a mix of rates, reserves (accumulated funds), subsidies and grants, financial
contributions and central government contributions to fund our expenditure. Borrowing
may be internal (Council borrowing from itself) or external.

Internal borrowing reduces the cost of borrowing as we do not have to pay the lenders margin. Internal borrowing works

by in the first instance funding capital expenditure from reserves. These reserves are made up of money received from
rates that is yetto be spent. If there is a balance in the reserve internal borrowing is not required.

However sometimes projects have cost overruns or unforeseen projects and unanticipated events (e.g. emergency
responses) arise. This sometimes results in some of these reserves having deficit balances. Deficit reserves represent
internal loans. These internal loans are repaid by the activity that raised the internal loan.

MDC will continue to use internal borrowing to fund its capital projects when it believes itis prudent to do so. We'll also
use internal loans to fund certain operational projects where there is a long term benefit to the community, such as the
District Plan Review.

We're taking on external debt

While Council has not previously had external debt, our ten year capital expenditure
program requires external borrowing. If these works were not funded by external borrowing,
the impacts on rates would be significantly higher. The use of external borrowing ensures
appropriate levels of service are maintained for our infrastructure and facilities.

In one area however, pending the outcome of central government reform, Council has made a conscious decision to
borrow externally for the Three Waters capital expenditure.

The LTP will see external borrowings utilised, increasing from $15.8m atthe end of June 2022 to a peak of $32.7m by 25/26.
Itis expected that by the end of 2031 external debt will be $6.7m.

YEAR 21722  22/23  23]24 24j25  25[26 2627  27/28 28/29  29/30 3031

Debt(millions)  $16.5m $22.96m $22.6m $279m $334m $29.5m $2495m $197m $132m $7Im

In the firstfew years of the plan. the Council has taken on large amount of debt to fund major capital projects. As Council
accumulates investmentfunds and reserves, these are wtilised to pay down the debt. This means proposed debt decreases
sharply from $ 24.4m in 27/28 to $6.7m in 2030/2031. This aggressive repayment of debt may be reviewed in subsequent
years if unanticipated projects arise.

To ensure that our debt remains within affordable levels. we have ensured net debt will not exceed 175% of our total revenue.
We have also ensured that we can meet our financing costs by ensuring thatfinance costs will not exceed 10% of total
revenue. This ensures that we can continue to manage our debt repayments and interest. It also leaves the District with
capacity to fund recovery if we are struck by a significant natural disaster.

We're going to continue to invest

We have a range of investments which provide retums. Our investments include cash
on term deposit, equity (our 4.96% share of Alpine Energy Ltd), forestry (1,000 hectares
of plantation), and a range of property investments.

We want to ensure that our investments continue to pay off for our community.
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We're spreading the
cost of replacing our
assets

Depreciation is the spread of the cost of

an asset over its useful life. By funding
depreciation through rates, we are putting
aside moneyto replace the asset atthe end
of its life. This means that future ratepayers
won't be hit with lumpy expenditure to
replace failing assets. For example, if a water
treatment plant was installed at a cost of $30
million, and is expected to last for 30 years,
it would have a depreciation charge of $1
million peryear.

In an ideal world, MDC would rate to fund depreciation so
thatwhen an asset needs replacing, we are holding cash
reserves (from years of funding depreciation) equal to the
cost of the replacement. Sometimes it is appropriate not
to fully fund depreciation. This might include when we

can assume that we will be able to get external funding
assistance with the replacement or where external

borrowing is planned. Sometimes the decision to not fully
fund depreciation has been made 1o keep our rates low,

To balance costs, we have decided itis prudent to largely
continue with our current depreciation funding (to not fully
fund the depreciation on all assets). We considerthat, in
most instances, where an asset needs to be replaced there
will be sufficient funds available to do this or we will have the
capacity to borrow if required.

There are however some changes in our approach to the
funding of depreciation:

+ Transportation: to fund the proposed roading programme
outlined in the Infrastructure Strategy, we will need to
increase our funding of depreciation from 10% to 75% over
the life of the plan.

+ Halls and Swimming Pools: we were planning to increase
our depreciation funding to 100% over the first five years
of our Long-Term Plan 2021-2031. We have reassessed
this and consider that remaining at 50% is appropriate as
we will engage our community in funding initiatives and
look for external support for the replacement of these
assets. Despite this our rural halls (Albury, Sherwood and
Skipton) will remain at 0% depreciation.

The graph below shows the total proposed capital
expenditure in the plan.

CAPITAL EXPENDITURE BY GROUP OF ACTIVITY - 2021 TO 2031
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We ’re Working assets and derivative gains. The Council
‘ meets the balanced budget benchmark if its
tOWCII‘dS bCIlCInClng planned revenue equals or is greater than its
our budget planned operating expenses.
For years two and three we're proposingto not balance
Although Council shows an operating our budget. We are increasing our levels of service and
surplus on our comprehensive revenue and spending more money on renewing and upgrading assets

and have instead utilised debtin the short term. We've done
this to avoid increasing rates any further as this would be
unaffordable for our community.

expenditure statement, the balanced budget
prudence measure excludes revenue which
is used to fund capital expenditure such as
development and financial contributions and
revenue which is non-cash such as vested
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Our
Infrastructure
Strategy

Our Infrastructure Strategy identifies significant infrastructure
challenges, looking out 30 years. It outlines issues that are likely to
impact on our core infrastructure assets and our response to them.
It also sets outthe costs associated with maintaining, operating,
renewing and developing our three waters activities (Water Supply,
Wastewater Disposal and Stormwater Disposal) as well as our
Transportation activity (our roads and footpaths).

Managing our three waters and transportation infrastructure Is an important and
complex role. There are three main issues which drive the need for infrastructure
improvements across the Mackenzie. These are:

2 3

Renewal and Responding to Delivering sustainable
replacement of aging increasing standards infrastructure to a
infrastructure and changing priorities growing population

There are also many external factors that will have an impact on how we deliver
infrastructure. Although these factors are generally beyond our control, itis
Important that we continue to monitor and respond to them to ensure that our
infrastructure plans take advantage of new opportunities and remain fit for purpose.
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What factors will
impact on our
infrastructure
strategy?

CHANGING EXPECTATIONS

There is an increasing expectation from New Zealand that
drinking water is safe to drink, wastewater and stormwater
discharges are not going to affect the environment and
roads have consistent standards across the country.
There is also an expectation that changes are going to be
delivered sustainably. These changes are important and
have been factored into the work programme in this LTP.

As an example, some of the changes we referto are noted
below:

- Changes to the National Policy Statement for Freshwater

+ Changes to NZs response to climate change (Zero
Carbon vision for 2050}

+ Increased focus on delivering sustainable outcomes

- Changes to Land Transport policies and legislation

+ Increased in customer expectations regarding the level
of service of infrastructure

- Stronger enforcement of Drinking Water Standards
across all supplies.

PROVISION OF SUSTAINABLE
INFRASTRUCTURE FOR A GROWING
POPULATION

We're taking a sustainable approach to howwe make
decisions around infrastructure. The strategy looks outto
2051 and we need to seriously consider howthe increasing
impacts of climate change might affect our current
infrastructure and create the need for newways of doing
things. We need to ensure our infrastructure is resilient and
sustainable (both environmentally and financially).

There's an opportunity to look at the way we've been
delivering traditional infrastructure and see if there are
ways in which we can do it smarter. This work is being
incorporated into contracts and is part of a continuous
improvement process.

Our population is growing which means a growing demand
for core infrastructure. Moving forward, the provision of

all community assets must be undertaken to ensure a
sustainable future, Council’s sustainable approach involves
investing in appropriate infrastructure which achieves the

existing community outcomes without compromising the
ability of future generations to meet their own needs.

A growing population in the Mackenzie District impacts key

infrastructure in the following ways:

« Anincrease in vehicles means an increase in potential
contaminants such as vehicle emissions, tyres, brake
pads, fuels, and lubricants. This impacts on stormwater
discharge quality

+ Anincreasing population increases the wastewater flows

+ Anincreasing population increases the demand for
potable water

+ Anincrease in vehicles means an increase to the demand
for parking and safe road crossings in the main townships.
Increasing number of vehicles also causes greater wear
and tear on local roads and potentially have congestion
effects, particularly in town centres.

Core water and transport infrastructure must be planned
to caterfor the peak demand, exerted during peak tourism
periods.

Prior to COVID-19 the growth within Mackenzie was largely
driven by investor confidence in the tourism industry

and holiday destination potential of the Mackenzie Basin.
While this has slowed, itis expected that the population

will continue to increase over time, with tourist numbers
reaching pre-COVID numbers by 2023. This means that
the plan includes upgrades to key infrastructure across

the districtto cater for this growth and ensure that there is
capacity for locals and visitors to operate, enjoy and explore
what Mackenzie has to offer.

RESILIENCE

The plan includes work to make infrastructure more resilient
to cope with and recover from natural events, like prolonged
heavy rain and flooding. There is an increasing frequency of
these events and an expectation that functionality will be
restored quickly. New infrastructure is being installed that
has a better performance under earthquake loading.

In order to improve resilience Councils approach will be to:

- Actively participate in Civil Defence and Emergency
Management planning and activities, at both regional and
local levels

« Investigate options for alternative service provision and
systemn redundancy

- |dentify critical assets and ensure mitigation methods are
developed

« Adopt construction standards that deliver resilience

+ Obtain insurance where this is deemed to be the most
cost-effective approach.
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COUNCIL'S AGING INFRASTRUCTURE

Assets change and wear out as they are used over time.
As with all councils across the country, Mackenzie's
infrastructure is aging and the district is approaching an
important period to ensure that its infrastructure assets
continue to meet the needs of the community in the future
recognizing the above factors.

What’s our Proposed
Investment and
Renewal Strategy?

We will manage our assets to ensure that
we can continue to provide services to our
community and visitors in a sustainable
way. This means making the best decisions
for the wellbeing of our community for

the long term rather than focusing on the
infrastructure itself.

Our overriding infrastructure goal is:

“The outcome desired
by the community is
to have safe, effective
and sustainable water,

communication, energy
and transport systems
in place when required,
through sound long term
planning and funding”.

This means replacement or upgrades are required to
ensure that an acceptable level of service is continued to
be provided to the community. To ensure this replacement
is optimized Council is investing in condition surveys of

its network particularly its road structures and wastewater
network.

This LTP allows for continued replacement of infrastructure
as it reaches the end of its useful life.

The Infrastructure Strategy includes a lot of detail about
how Council is responding to a number of key issues that
affects how services are to be delivered. These issues affect
how much our infrastructure cost to operate and maintain.
These include:

Investment into both three waters and transportation
infrastructure over the next 10 years is prioritised by using
the following high-level principles:

+ Maintaining and improving levels of service is generally
prioritised first, specifically around improved safety and
compliance.

- The renewal of aging infrastructure is then prioritized.
Specifically, infrastructure which is high use, high
criticality, high vulnerability and/or showing signs of
failure. Renewal timing for critical assets is typically
based on conservative base lives and actual condition
assessments of asset and estimated future deterioration
However, assets which are at the end of their theoretical
design life but are still structurally sound (no signs of
failure) and are also used very infrequently are not
targeted for replacement, but are instead regularly
inspected, Inspections provide Council with better data
upon which they can more accurately predict the assets
remaining useful life.

Projects which address growth are prioritised last.
Currently the Mackenzie district are seeing a fall in
visitor numbers giving Council breathing space to
prioritise other aspects of infrastructure improvement
first and getin place appropriate planning and delivery
tools. Additionally, developers are, in the first instance,
responsible for providing the infrastructure for new
developments.
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DATA CONFIDENCE

Data Confidence Grades are held against each individual
asset class. These grades indicate the type of data source
and the confidence inthe specific data source. Since the
lastindependent data confidence review there has been
a significant improvement in base asset information. An
in-house assessment showed an improvement to the data
confidence ratings from previous years. In general, there is
a relatively high understanding of the conditions of three
waters assets. As part of the Three Waters Stimulus Funding,
Council will be undertaking a full CCTV assessment of

its wastewater network which will allow for a much better
understanding of condition of these pipes and their
expected lifespan.

CCTV monitoring cannot be replicated for water pipe assets.
Instead, Council performs condition assessments on its
water pipes when a failure occurs, or a larger connection
or pipework cut in is undertaken. Pipelines are inspected
in general accordance with best practice, and the results
reported for an assessment of the likely remaining life of
the asset. This data can be used to infer the condition of
that section of pipeline to provide a complete picture of
the network. Council has the ‘expected remaining life’ of
the majority of its pipe network aligned with national best
practice. We will continue to improve on data relating to
asset criticality and vulnerability.

The level of confidence with roading and transportation
data has remained relatively static since 2018. Council has
carried out a significant auditing and validation programme
onits Roading Asset Management database butthere are
still areas for improvements. The Council recognise that
there is improvement which can be made with regards to
its data management for roading assets and has since let

a contract to undertaken pavement testing over various
locations within the district. This will provide data to check
pavement depths and ensure performance, deflection and
strength.

Good data ensures that we have correctly forecast and
optimised the MDC renewal programme.

For further information on the individual grades
assigned to each asset class please refer to the
detailed infrastructure strategy
letstalk.mackenzie.govt.nz/LTP21

RISKS OF USING AGING DATA

Mackenzie District Council has historically planned

its renewals and investments to address compliance
requirements. Traditionally it has based its renewals on

age and limited asset condition information. The useful life
of an asset is theoretical. The actual life of an asset varies
depending on several conditions which is why regular
inspections and condition assessments are necessary.
There is a risk that Council's current renewal and investment
strategy will vary significantly as more information is
discovered aboutthe assets. It is important that as much
asset condition and performance information is gathered to
better inform infrastructure investment decisions. Council
has recognised this and projects are in place to update and
generate more up to date and reliable asset management
information.

As previously mentioned Council has aligned is age data
with national best practice. Itis improving this data through
the collection of specific asset condition information. While
our age data is aligned with national best practice there is

a nisk that if these national figures underestimate the life of
the asset. Council could be replacing assets earlier than
required. If howeverthe life is over estimated, Council will
experience an increasing number of breakages and failures.

It needs to be noted that a lot of Councils 3 waters
infrastructure was installed as part of the hydro
developments within Mackenzie basin and as suchis
approaching the end of its theoretical life at the end of this
LTP. Now is therefore is an optimum time for Council to
gather detailed asset condition data.

[<==)

You can find out more about how we
plan to manage our infrastructure over
the next thirty years in our full draft

Infrastructure Strategy available on
letstalk.mackenzie.govt.nz/LTP21
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Major renewals more
than ten years away

BRIDGES

Future costs, beyond 2031were estimated based on the
first 10 years of costs. However, additional deferred renewals
were also considered. This included the following bridge
renewals which have been deferred overthis LTP period
due to financial constraints:

+ Otama Road

+ Coal PitRdNo 2

+ Goodmans Bridge

+ Nixons Road

+ Clayton Settlement
+ Single Hill

+ Cass River

- Black Birch Stream

In Lieu of replacing these bridges, Council will instead
conduct regular inspections to ensure the bridges are safe
to use.

Each bridge generally only services a single ownerand is
therefore not seen as an immediate priority for Council.

As funding becomes available, Council will prioritise the
Cass River bridge (due to the increased number of heavy
vehicles accessing the site) and Otama Road Bridge (as this
bridge services three properties and has only 3to 10 years
of remaining useful life). Council will also look at alternative
options such as fords if applicable.

WASTEWATER - TWIZEL ASBESTOS CEMENT
RETICULATION APPROACH

Anirdicative long term programme has since been put
together based on the Council's design life data which
spans across the next 30 years. The figure below illustrates
the difference between the projected and planned renewal
profiles. As shown, the large replacement projected

for 2030, has been spread across the next 30 years,
concentrating on the replacement of AC pipes first and
any other parts of the network which were identified during
the CCTV assessment. Council is taking a prudent and
reasonable approach to this investment and will prioritise
renewals as further condition data becomes available.
Performance data on the network clearly shows the pipe
network is not currently failing due to age.

THEORETICAL VS PLANNED WASTEWATER RETICULATION PROGRAMME

THEORETICAL REPLACEMENT COSTS ——

PLANNED RENEWAL COSTS —
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APPROACH TO ROADING DAMAGE CAUSED
BY THE RECENT FLOODING EVENT

A significant storm event occurred at the end of May 2021,
impacting on our district.

Damage to our roading network includes 282km of roads,
46 bridges and 705 culverts. Fortunately, the impact on
three waters infrastructure from the flooding event was
relatively minor.

Preliminary assessments estimate repair costs between
$2.3 and $3.075 million. Waka Kotahi has confirmed it

will co-fund a total of $2.04m of flood damage. The flood
damage assistance rates is capped at 51% for the first10%
of the Council’s maintenance budget and then the Waka
Kotahi's Funding assistance rate will be increased by a
maximum of 20% in any financial year. This means that
Council's maximum funding rate would be 71%.

Since the flood Council staff have developed a priority
programme. This program reflects that some of the initial
works were undertaken in the first days of the event and
therefore are reflected in the previous financial year. The
priority programme outlines a total of $553,000 of works
that need to be addressed as soon as possible. The
balance of the works will need to wait to be completed
when local funds can be allocated or an alternative
source of funds can be identified. Some of the works will
attract the enhanced funding assistance rate butwill be
limited to $200.000. It is not possible to increase the local
share any further given rates increases. Discussion are
being held with the agency to understand the process for
applying for a higher levels of funding assistance.

Staff are taking a whole of network approach to
addressing the priority one works list. This will mean that
the works will occur over the next 6-12 months and or as
needs require themto be. This will allow forthe network
to be managed in consultation with customers in the
impacted areas and maintenance activities adjusted at
a district wide level to accommodate these works. This
approach aligns with good asset management principles
and utilizes some of the built in resilience in Councils
roading network. Should further funding eventuate, the
programme can be accelerated in line with the funding.
As such the approach will see no impact in the overall LTP
estimates and levels of service.
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CHANGES TO POLICIES

Changes
To Policies

Alongside this LTP we have updated two key policies and our ratings
model. These changes are outlined below and we are seeking
community feedback on them as part of this LTP.

Revenue and financing policy

MDC’s Revenue and Financing Policy (RFP) has been changed since
the last LTP.

The RFP outlines the Council's policies on funding sources to be used to fund the operational
and capital expenditure of Council’s activities and the rationale fortheir use. The policyis
required by Section 102 and 103 of the Local Government Act 2002 (the Act). The full policy
must be included in the LTP. In addition to identifying the sources of funding, the policy must
outline why the Council has determined they should be used.

The new policy shows all activities and reflects percentage ranges for various funding sources
for the activities as documented. It was updated to show the funding sources for both capital
and operating expenditure.

In addition, the policy allows borrowing for operating expenditure to smooth lumpy costs for
the ratepayers e.g. District Plan review and Building Services costs to achieve accreditation.

Changes of note include:

+ Funding of District promotion and Tourism from a capital value targeted rate to a flat rate
with a 10% contribution from General rates.

« Allowing borrowing for operating expenditure to smooth lumpy costs for the ratepayers e.q.
District Plan review

+ Introducing percentage ranges for various funding sources for the various activities

The proposed changes under the Revenue and Financing Policy have been included in the
draft budgets for this LTP and are represented through the ratings examples provided.

The full policy is available at letstalk.mackenzie.govt.nz/LTP21
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Significance and engagement policy

The purpose of this Significance and
Engagement Policy is to:

+ Enable the Council and its communities to identify the
degree of significance attached to particular issues,
proposals, assets, decisions and activities.

+ Provide clarity about how and when communities can
expectto be engaged in decisions about different issues,
assets or other matters.

+ This policy has been refreshed with the following changes

+ Criteria - Significance vs Significant continuum

+ Procedures - Table to assist in determining levels of
significance

« Engagement - Explanation on levels of engagement
scale; Engagement selection guide; Examples of how
engagement scale is used

« New Clarifications and Breaches section

+ Replacement of Interpretation section with Definitions
section and wider inclusion including Mana whenua

- Pukaki airport has now been added as a strategic asset

The full policy is available at
letstalk.mackenzie.govt.nz/LTP21

(==

We want to know what you think about these
changes - please let us know by filling outthe

Long-Term Plan response form at
letstalk.mackenzie.govt.nz/LTP21

CHANGES TO FEES AND CHARGES

While a large portion of our funding comes from rates, some

funding comes from fees and charges for various services.

Everyyearthese are reviewed to ensure they still meetthe
cost of providing the services they help to fund. There's
a range of fee increases proposed across our activities,

CHANGES TO THE RATING MODEL

We have made a number of changes to our rating model,
which are outlined below:

Other rating changes include:

+ The apportionment of Water Treatment (13%) and
infrastructure (87%) rates have been updated to better
reflect the latest costs associated with improved
treatment for drinking water and investment in water
infrastructure.

» The apportionment of Sewerage Treatment (20%)
and Infrastructure (90%) rates have been updated to
better reflect the latest costs associated with improved
treatment for drinking water and investment in water
infrastructure.

» Other rating changes have included minor changes to
the Tourism and Economic development rate and how we
fund community facilities as described above through the
general rate and the targeted works and services targeted
rates per township and rural area.

The most significant rating changes are included under the
The Big Issue - Funding Our Future on page 14.

The full rating model is available at
letstalk.mackenzie.govt.nz/LTP21

In some cases, fee increases are higher dueto a need to
ensure these services are not being subsidised unfairly by
ratepayers not using the relevant services.

The most significant changes proposed are for activities like
waste minimisation, water supply, social housing, service
consents for infrastructure, building control, fishing hut
leases, district planning and cemetery fees,
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We Want Your 9’
Feedback et

by 5pm on Friday
§ November 2021.

Give your feedback in
writing. You can do this by:

2

COMPLETING AN ONLINE SCANNING YOUR COMPLETING THE PAPER

SUBMISSION FORM AT SUBMISSION FORM SUBMISSION FORM ON THE

letstalk.mackenzie.govtnz/LTP21 AND EMAILING TO FOLLOWING PAGES AND
submission@mackenzie.govt.nz DELIVERING TO: Mackenzie District

Council offices at: Main Street, Fairlie; or
Market Place, Twizel

OR POSTING TO: Mackenzie District
Council, PO Box 52, Fairlie, 7949

Present your submission in person

IF YOU WANT TO PRESENT YOUR SUBMISSION TO @
?’ COUNCIL IN PERSON, PLEASE ADVISE US BY:
= - FAIRLIE - MACKENZIE
Ticking the box on the submission form (online or paper). DISTRICT COUNCIL
I 53 Main Street
( \
™ Fairlie ™ Takapd/ ™ Twizel
TUESDAY 12 OCTOBER Tekqpo THURS DAY 14 OCTOR TAKAPO/TEKAPO -
330-5PM & 5.30-7PM A — 3.30-5PM & 5.30-7FM COMMUNITY HALL
Mackenzie Distrct Council 3.30-5PM & 5.30-7PM Twizei Events Centre

8 Aorangi Crescent

Takapd/Tekapo Communty Hall

™ Fairlie - Takapd/ - Twizel

WEDNESDAY 20 OCTOBER Tekqpo SATURDAY 23 OCTOE
330-5PM & 5.30-7PM TOAM-Y2P M. & 12.30P1 R
THURSDAY 21 OCTOBER : - TWIZEL
2 c i - ¥ Twizel Event :
Mackenzie District Counc 3.30-5PM & 5.30-7PM wize] Events Centre EVENTS CENTRE
Takapd/Tekapo Communty Hall
k ) . Market Place
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I
I

] Submission Form Privacy Statement: All submissions

(including name and contact details) will be
] included in public documents, at Council

inth . idi offices and libraries and on Council's
] Join the conversation by providing your website. Personal information will be used

feedback by 5pm on Friday 56 November 2021. for submission administration purposes
such as contacting you, if you want 1o speak
I at the Council hearing. All information is

held by Council, and you have the right to
] FICARIER RETURM THIS FRM access and correct personal information.

1. Complete Your details and Your views sections
I 2. Cutthe form along the dashed line.

] 3. Return the completed form to the Mackenzie District Council:
+ Scanning and emailing to: info@mackenzie.govt.nz or

] + Physically delivering to: Mackenzie District Council offices at Market Place, Twizel or Main Street Fairlie or
+ Posting to: Mackenzie District Council, PO Box 52, Fairlie, 79049

] YOUR DETAILS

] Your submission must include your name, and a postal or email address. If you want to speak to Council on your submission,
please include a phone number so we can contact you.

] First name:

I Surname:

Organisation (if applicable):

| Phone (landline or mobile):

| Email address":

Postal address*:

I *We require your email address and/or you physical postal address.

I Do you want to speak about your submission at a Council Hearing?
| O Yes O No
If yes, do you wish to attend the hearing in:

O Fairlie (9 November) O Twizel (10 November)

If you do notindicate, we will assume you do not wish to speak.
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THE BIG ISSUE - FUNDING OUR FUTURE PAGE 14 |

Please give us your feedback |

OTHER IMPORTANT ISSUES - HOW DO WE FUND OUR POOLS AND HALLS PAGE 15 |

Please tick one. |

O Option One: A district good O Option Two: A proximity benefit |

Please give us your feedback |

RATE CHANGES - LET'S TALK ABOUT OUR RATES PAGE 18 |
Please give us your feedback |

CHANGES TO POLICIES PAGE 36 |

Please give us your feedback |
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| YOUR VIEWS AND OTHER FEEDBACK

| Your thoughts on our other plans or anything else are welcome. Please outline below.
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Audit Report

TO BE COMPLETED
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LONG TERM PLAN 2021 - 2031

K

ALL IMAGES ARE CREDITED TO CONTRIBUTORS OF UNSPLASH.COM
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Mackenzie District
Council

Liability Management
Policy

STATUS: Draft
VERSION: 20210423
POLICY OWNER: GM Corporate Services

POLICY APPROVER/ S: Chief Executive Officer,
Mackenzie District Council

DATE: 2021-04-23

“Fostering Our Community”
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Purpose Mackenzie District Council (Council) must have a Liability Management
Policy as required by section 102 (2) of the Local Government Act. This
policy outlines how the Council will manage its borrowings and other
liabilities.

Key Points The objectives of the Liability Management Policy are to provide guidance:

# To minimise the cost of borrowing (including interest, contracted
services, staff, time and administration)

# To minimise the exposure to the risks associated with borrowing

* To maintain strong financial ratios

¢ To consider long term indebtedness as a means of creating
intergenerational equity

s To maintain the integrity of Council’s Long Term Plan (LTP)

Date of Issue Previous version ADOPTED April, 2020
File Retention Mackenzie District Council Laserfiche — Organisational Policies section
Review Every two years at the anniversary date

Related Council policies and documents include:
® Financial Strategy
® Investment Policy

® Property Sales and Acquisition Policy
e Risk Appetite Statement
e Risk Policy
Relevant legislation and other resources include (but are not limited to):

¢ Local Government Act 2002 and the Local Government Act Amendment Act 2014

Bank Bill: A "bill of exchange” security document issued by a corporate borrower, but guaranteed by
a bank, who then in turn sells the security into the bank/investor market to re-liquefy itself with cash.
Normally for terms of 30, 60, 90 or 180 days.

Base rate: Normally a lending bank’s cost of funds/interest rate for a particular funding period.
The base or “prime” rate will be changed by the bank from time to time, but not every day like market
rates.

Basis Point(s): In financial markets it is normal market practice to quote interest rates to two decimal
places e.g. 6.25% - one basis point is the change from 6.25% to 6.26%, one hundred basis points is the
change from 6.25% to 7.25%.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
2|Page
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Benchmark: An agreed market related yardstick that investor returns, funding costs or average
exchange rate achieved are compared against for performance measurement purposes.

Bond: The security instrument that is issued by a borrower whereby they promise to repay the
principal and interest on the due dates. A bond’s interest rate is always fixed.

Call Option: The owner or buyer of a call option has the right, but not the obligation, to buy the
underlying debt security/currency/commodity at the price stated in the option “contract.

Certificate of Deposit (CD): A debt instrument (normally short term) issued by a bank to borrow funds
from other banks/investors.

Collar: Two option contracts linked together into the one transaction or contract. A borrower’s collar
is normally a bought “cap” above current market rates and a sold “floor” below current rates. Over
the term of the collar contract, if rates go above the cap the borrower is protected and pays an interest
cost no more than the cap rate. Likewise, if market rates fall below the floor, the borrower pays the
floor rate and does not participate in the lower market rates. Also called a “cylinder”.

Collateral: A legal term that means “security”.

Commercial Paper: The debt security instrument issued by a prime (and normally credit-rated)
borrower to raise short-term funds (30, 60, 90 or 180 days). Also called “one-name paper” and
“promissory notes” issued by competitive public tender to investors or by private treaty to one
investor.

Convertible Bonds: A debt instrument issued to investors by a borrower that has a fixed interest rate
for a period and then converts (under a strict pricing formula) to shares in the issuing company.

Current Ratio: A liquidity measure to determine how quickly the Council can generate cash. Current
assets are divided by current liabilities.

Debenture: A debt instrument similar to a bond whereby a borrower (normally a finance company)
borrows for a longer term at a fixed rate. Also a legal instrument provided as security to a lender.

Derivative(s): A “paper” contract whose value depends on the value of some “underlying” referenced
asset e.g. share market stocks, bank bills, bonds or foreign currency. Also called a “synthetic.” The
value of the assets will change as its market price changes; the derivative instrument will
correspondingly change its value.

Exchange - Traded: A currency, debt or financial instrument that is quoted and traded on a formal
exchange with standardised terms, amounts and dates.

Floor: The opposite of a “cap.” An investor will buy a floor, or a series/string of call options (the right
to buy) to protect against falling interest rates, but be able to invest at higher interest rates if rates
move upwards. A borrower may sell a floor as part of a collar structure to generate premium to pay
for the “linked” bought cap.

Funding Risk: The risk that a borrower cannot re-finance its debt at equal or better terms at some
date in the future, in terms of lending margin, bank fees and funding time commitment. Funding risk
may increase due to the Council's own credit worthiness, industry trends or banking market
conditions.

Hedging: The action of reducing the likelihood of financial loss by entering forward and derivative
contracts that neutralise the price risk on underlying financial exposures or risks. The gain or loss due

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
3|Page
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to future price movements on the underlying exposure is offset by the equal and opposite loss and
gain on the hedge instrument.

Inverse Yield Curve: The slope of the interest rate yield curve (90-days to years) is “inverse” when the
short-term rates are higher than the long-term rates. The opposite, when short term rates are lower
than long-term interest rates is a normal curve or “upward sloping.” In theory, a normal curve reflects
the fact that there is more time, therefore more time for risk to occur in long term rates; hence they
are higher to build in this extra risk premium.

Liability Management: The policy, strategy and process of pro-actively managing the treasury
exposures arising from a portfolio of debt.

Liquidity Risk: The risk that the Council cannot obtain cash/funds from liquid resources or bank
facilities to meet foreseen and unforeseen cash requirements. The management of liquidity risk
involves working capital management and external bank/credit facilities.

Open Position: Where a Council has purchased or sold an asset, currency, financial security or
instrument unrelated to any physical exposure, and adverse/favourable future price movements will
cause direct financial loss/gain.

Proxy Hedge: Where there is no forward or derivative market to hedge the price risk of a particular
currency, instrument or commodity. A proxy instrument or currency is selected and used as the
hedging method as a surrogate. There needs to be a high correlation of price movements between
the two underlying prices to justify using a proxy hedge.

Revaluation: The re-stating of financial instruments and option/forward contracts at current market
values, different from historical book or carrying values. If the contracts were sold/bought back
(closed-out) with the counter party at current market rates, a realised gain or loss is made. A
revaluation merely brings the contract/instrument to current market value.

Spot Rate: The current market rate for currencies, interest rates for immediate delivery/settlement,
and normally two business days after the transaction is agreed.

Standard & Poor’s: A credit rating agency that measures the ability of an organisation to repay its
financial obligations.

Strike Price: The rate or price that is selected and agreed as the rate at which an option is exercised.

Swap Spread: The interest rate margin (in basis points) that interest rate swap rates trade above
Government bond yields.

Swaption: An option on an interest rate swap that if exercised the swap contract is written between
the parties. The option is priced and premium paid similar to bank bill and bond interest rate options.

Treasury: Generic term to describe the activities of the financial function within the Council that is
responsible for managing the cash resources, financial investments, debt, and interest rate risk.

Treasury Bill: A short term (<12 months) financing instrument/security issued by a Government as
part of its debt funding program.

Yield: Read-interest rate, always expressed as a percentage.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
4|Page
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Mackenzie District Council borrows as it considers appropriate and exercises its flexible and diversified
borrowing powers as outlined within the Local Government Act 2002. The Council approves borrowing
by resolution arising from the Long Term Plan (LTP) and Annual Plan process. Projected debt levels are
ascertained from cash flow forecasts prepared during these planning processes.

Mackenzie District Council acknowledges that there are various financial risks such as interest rate
risk, liquidity risk and credit risk arising from its borrowing. Council is a risk averse entity and does not
wish to incur additional risk from its treasury activities.

The Council’s finance function in relation to its treasury activities is a risk management function
focused on protecting the Council’s budgeted interest costs and stabilising the Council’s cashflows.
The Council does not normally undertake any treasury activity which is unrelated to its underlying
cashflows or is purely speculative in nature unless with formal prior approval of Council.

The finance function is broadly charged with the following responsibilities:
* To manage the Council’s borrowings within its strategic objectives.
* To manage the impact of market risks such as interest rate risk on the Council’s borrowings
by undertaking appropriate hedging activity in the financial markets.
* To minimise adverse interest rate related increases on ratepayer charges and maintain overall
interest expenditure within budgeted parameters.
e To provide timely and accurate reporting of treasury activity and performance.

The Council raises debt for the following primary purposes:
* General debt to fund the Council’s balance sheet, including borrowing to fund Council
Controlled Organisations (CCO’s) etc.
* Specific debt associated with "special one-off" projects and capital expenditure
* To fund assets with intergenerational qualities.

The Council is able to borrow through a variety of market mechanisms including:
¢ Commercial Paper

Local Authority Bonds

Medium Term Notes

Floating Rate Notes

From the Local Government Funding Agency (“LGFA”)

Funding from internal sources.

e & & & @

The Council incurs risks arising from its borrowing and associated interest rate risk activity. In
evaluating any new or renewal of existing borrowings (in relation to source, term, size and pricing)
Mackenzie District Council will take into account the following:

* The size and the economic life of any specific project being funded

* The impact of the new debt on overall borrowing limits.

Relevant margins under each borrowing source:
e Overall debt maturity profile
* Prevailing interest rates
* Available term from bank and stock issuance
e Legal documentation and financial covenants.

This policy document details how the Council will manage its borrowing with regard to key risks faced
including:

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
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Interest rate exposure
Liquidity and funding risk
Credit exposure
Provision of security.

The objectives of the Liability Management Policy are:
¢ To minimise the cost of borrowing (including interest, contracted services, staff, time and
administration)
To minimise the exposure to the risks associated with borrowing
To maintain strong financial ratios
To consider long term indebtedness as a means of creating intergenerational equity
To maintain the integrity of Council’s Long Term Plan (LTP)

The objectives of the Management of Liquidity and Funding Risk are:

e To ensure Council’s continued ability to meet its debts in an orderly manner as and when they
fall due in both the short and long term, through appropriate liquidity and funding risk
management

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

e To maintain lender relationships and Council’s general borrowing profile in the local debt and
capital markets, so that Council is able to fund itself appropriately at all times

The objectives relating to Reporting are:
e To produce accurate and timely information that can be relied on by senior management and
the full Council for control, exposure monitoring and performance measurement purposes in
relation to treasury activity.

(Note: For these purposes ‘borrowing’ does not include hire purchase, deferred payment or the giving
of credit for goods and services where the transaction is for less than 91 days or does not exceed
$500,000. Guidelines for Borrowing Limits are in the Financial Strategy document.)

Council approves, by resolution, the external borrowing requirement (including financial leases) for
each financial year during the annual planning process. A resolution of Council is not required for
indebtedness in connection to hire purchase, deferred purchase or the giving of credit, the aggregate
amount Council determines as not being so significant as to require specific authorisation is $50,000
or where the period of indebtedness is less than 91 days.

Council must confirm all new loans required to fund expenditure that has arisen subsequent to the
Annual Plan. In approving new debt Council considers the impact on its borrowing limits as well as the
size and the economic life of the asset that is being funded and consistency with Council’s long term
Plan.

Council’s infrastructural assets generally have long economic lives and long term benefits. The use of
debt is seen as an appropriate and efficient mechanism for promoting intergenerational equity
between current and future ratepayers in relation to Council’s assets and investments.

Council’s ability to readily attract cost effective borrowing is largely driven by its ability to rate and
manage its relationships with investors and financial institutions.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
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Council will monitor and report:
e The ratio of equity : debt
e Debt per rateable property

4.1 Borrowing Principles
The following principles are embedded within the policy:

e Borrowed funds will be used to fund capital expenditure and equity investment, except as
provided for working capital purposes under Cash Management policies.

e Debt will be used as a residual source of funds after Council has considered all other available
options.

e The mix of debt, reserve and revenue funding will be determined by Council.

e Debt raised will be repaid over the economic life of the asset generally restricted to a
maximum of 20 years but may be extended to 30 years.

e Unless Council otherwise resolves, interest costs will be treated as part of the operational
expenditure and will be funded annually from operating revenue.

e The repayment of principal on debt generally will be funded from operating revenue. Although
Council may resolve to repay loans from other capital sources.

e Loans raised by Council where security is required are to be secured as a charge over rates or
rate revenue.

e Debt financing is recognised as a component in Council’s Revenue and Financing policies and
long term plan to provide intergenerational equity which prevents costs being incurred by the
current users which are for the benefit of future users.

e Council may raise specific debt associated with significant “one-off” projects and non-financial
investments from time to time, including investments in CCTOs.

e Council may borrow through hire purchase, credit, and deferred payment or lease
arrangements in the ordinary course of Council business.

e Loansare raised to meet cash management requirements, as internal borrowing is preferred.

4.2 Internal Borrowing

Internal loans sourced from the Council’s reserve funds are allowed as a valid means of funding
projects, minimising the cost of borrowing while providing a market return on investment funds.
Council’s internal borrowing needs are typically associated with the expansion or renewal of its
assets. Hence the internal borrowing is tied to assets and the cost centres associated with those assets.

Council seeks to minimise loan administration costs by structuring loans to enable repayments to
be spread over a sanctioned period based on repayments tables, without the use of sinking funds.

Internal borrowing structures where interest and repayments are sourced from operating budgets
(generally funded by rates income) are acceptable under this Policy. Where appropriate, inflation
factors may be built into loan repayment tables to better reflect the ability of the community to pay
in the future and avoid overcharging current ratepayers. The inflation adjusted debt service cost
allows room to absorb interest rate fluctuations and provide more predictable cash flow projections.

In general Council, in arranging future internal borrowing under this Policy, will seek to build
repayment flexibility into the loan structures. The Council will manage the risks associated with
interest rate movement through the use of flexibly structured repayment loan tables.

Council can internally borrow from reserve and investment funds in the first instance to meet future
capital expenditure requirements, unless there is a compelling reason for establishing external debt.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
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4.3 Special funds and reserve funds
Liquid assets are not required to be held against all special funds and reserve funds. Council may
internally borrow or utilise these funds where possible.

Interest is incurred on any bank funding facility, issuance of local authority stock and other borrowing
arrangements. This policy recognises thatthe longer the term of borrowing, the greater the sensitivity
to interest rate movements. Longer term borrowings may be of benefit if the market interest rates
rise, but equally may not allow Council to take advantage of periods of low interest rates.

Interest rate risks may be managed by the use of derivative instruments, and by issuing fixed rate
bonds or sourcing fixed rate bonds from the Local Government Funding Agency (LGFA).

The table below outlines the minimum and maximum hedged or fixed rate exposure requirements
within various time buckets. The actual hedging percentages in place, within these bands, will be
determined, and reviewed on a regular basis.

Fixed Rate Hedging Percentages

Less than 2 years 50% 100%
2 yearsto S years 25% 80%
S yearsto 10 years 0% 60%

Fixed rate hedging in excess of 10 years is permissible provided that it is carried out in conjunction
with, or aligns with, an underlying debt instrument.

When managing the interest rate risk of the Council the hedging percentages above relate to total
core debt. Core debt cannot exceed borrowing projections as per the Annual Plan or Long Term Plan
with the actual quantum used for policy parameters to be reviewed annually.

The hedging parameters are cumulative. For example if total debt was $25 million, $5 million of
hedging entered into for a period of five years would increase the hedging profile for all time buckets
up to five years, by 20%.

Fixed rate debt is defined as any debt that has an interest rate reset beyond 3 months. The hedging
parameters are dependent on the Reserve Bank of New Zealand continuing to implement monetary
policy through adjustments to the Official Cash Rate (OCR).

The Council decides the interest rate risk management strategy by monitoring the interest rate
markets on a regular basis, evaluating the outlook for short term rates in comparison to the rates
payable on fixed rate borrowing.

The following interest rate risk management derivative instruments may be used for interest rate risk
management activity.

e Forward rate agreements

e Interest rate swaps

¢ Swaptions

e Interest rate collar type option strategies in a ratio not exceeding 1:1.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
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Selling interest rate options for the primary purpose of generating premium income is not permitted
because of its speculative nature.

The use of Interest rate risk management instruments must have the formal prior approval of the
General Manager Corporate Services.

The Council shall evaluate the performance of the interest rate management policy itself (i.e. the
success and continued appropriateness of the risk control limits stipulated in the Liability
Management Policy document) and their implementation at an operational level. This is achieved by
measuring actual results (i.e. weighted average funding cost) against a market benchmark provided
by an external source.

The benchmark standard shall consist of the following:

20% Average 90 day bank bill rate for the reporting month;

10% Average 1 year swap rate for the reporting month;

10% Average 1 year swap rate for the reporting month, 1 year ago;
10% Average 3 year swap rate for the reporting month;

10% Average 3 year swap rate for the reporting month, 3 years ago;
10% Average 5 year swap rate for the reporting month;

10% Average 5 year swap rate for the reporting month, 5 years ago.
10% Average 7 year swap rate for the reporting month;

10% Average 7 year swap rate for the reporting month, 7 years ago.

® & & & & & & @

The above percentages are predicated off the midpoints of the risk control bands contained in the
‘Fixed Rate Hedging Percentages’ table in Section 5.

The Council’s cost of funds for benchmarking purposes is exclusive of margin. For reporting of interest
rate comparisons, rates rather than dollar values should be used. Benchmarking is not required if total
external borrowings are less than $10 million.

The Council’s ability to readily attract cost effective borrowing is largely driven by its ability to rate,
maintain a strong balance sheet as well as its ability to manage its relationship with its banker(s) and
the capital markets.

To minimise the risk of large concentrations of debt maturing or being reissued in periods where credit
margins are high for reasons within or beyond the Council’s control, the Council ensures material debt
maturities are spread over a number of years. The Council manages this by aiming where practical to
have no more than 33% of its outstanding borrowings subject to refinancing in any rolling twelve
month period.

The Council’s treasury operation must also ensure that there are sufficient resources or “liquidity” to
provide the funds to meet its immediate obligations such as creditors and current debt maturities.

Appropriate cash flow reporting mechanisms will be maintained to monitor the Council’s estimated
liquidity position over the next 12 months. In any case funding facilities must be in place to give
headroom of at least 110% over and above the maximum net debt requirement as estimated in the
Annual Plan or Long Term Plan.

Mackenzie District Council Liability Management Policy DRAFT 2021-04-23
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Ingeneral the Council borrows funds from a variety of registered banks, institutional investors and the
LGFA. It is considered that the range and size of Council’s individual borrowings together with the
relative strength of these lenders offsets any institutional credit risk.

For its general borrowing programme the Council offers security under its debenture trust deed, for
which security is a charge over all rates.

In unusual circumstances, with the prior consent of the Council, security may be offered by providing
a charge over one or more of the Council’s assets.

The Council repays borrowings from general or targeted rates, general funds or renewal loans.

Despite anything earlier in this Liability Management Policy, the Council may borrow from the New
Zealand Local Government Funding Agency Limited (LGFA) and, in connection with that borrowing,
may enter into the following related transactions to the extent it considers necessary or desirable:

* To contribute a portion of its borrowing back to the LGFA as an equity contribution to the
LGFA;

* To provide guarantees of the indebtedness of other local authorities to the LGFA and of the
indebtedness of the LGFA itself;
To commit to contributing additional equity (or subordinated debt) to the LGFA if required;
To subscribe for shares and uncalled capital in the LGFA; and
To secure its borrowing from the LGFA, and the performance of other obligations to the LGFA
or its creditors with a charge over the Council’s rates and rates revenue.

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

If required in connection with the investment, the Council may subscribe for un-called capital in the
LGFA.

Mackenzie District Council’s Finance Committee oversees and monitors the risks arising from its
treasury activities to ensure consistency with the Council’s Long Term Plan and to evaluate the finance
function’s effectiveness in achieving its objectives. The Finance Committee is responsible for
approving strategy and for monitoring compliance and performance of the Council's treasury
activities.

The General Manager Corporate Services has financial management responsibility over the Council’s
borrowing and investments. The Council is able to appoint an independent advisor to assist in the
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management of the financial market exposures that the council is subjected to. The scope of the
appointment and the parameters within which the advisor operates, will be determined by the
General Manager Corporate Services and at all times will operate within the parameters of this policy
document. The Council’s borrowing and cash management activities are managed centrally through
its finance function.

The Management of the Council’s borrowing portfolio is carried out under delegated authority to the
General Manager Corporate Services (who has delegated the day to day operation to the Council's
Finance Manager and Management Accountant). Reports on the Council's borrowings are prepared
on a quarterly basis for the Council.

This policy represents the formal policy and expected standards of the Mackenzie District Council.
Appropriate approvals need to be obtained prior to any deviation from the policy. Elected Members
and employees are reminded of their obligations under the Council’'s Code of Conduct to give full
effect to the lawful policies, decisions and practices of the Council.

12.1 Clarification

Clarification regarding this policy can be sought from the Mackenzie District Council General Manager
Corporate Services.

12.2 Breaches

The Mackenzie District Council General Manager Corporate Services is responsible for monitoring
compliance with this policy. Allidentified breaches will be escalated to the Chief Executive Officer and
the Manager People and Culture, and will be treated as misconduct which may result in disciplinary
action.

12.3 Exceptions

The Mackenzie District Council General Manager Corporate Services (being the policy owner) will need
to authorise any deviations from this policy.
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Purpose Section 102(2)(c) of the Local Government Act 2002 (the "Act") requires the
Mackenzie District Council to adopt an investment policy (the "Policy").
Section 105 of the Act outlines the contents of such a policy.
The development of the Policy statement aligns with the Mackenzie District
Council's strategy to establish a high-performing organisation with a focus
on customer service, prudent financial management, quality processes, and
a skilled and motivated work force.

Key Points The key objectives of this policy are:

¢ To make and manage investments to optimise returns in the long
term while balancing risk and return considerations.

e To safeguard financial market investments by establishing and
regularly reviewing investment parameters and ensuring that all
investment activities are carried out within these parameters.

* To ensure the integrity of the financial market investments by only
investing in appropriately rated organisations and in appropriate
financial market instruments.

¢ To maintain relationships with financial market participants, thus
enabling the Mackenzie District Council to carry out its investment
activities in an efficient and practical way.

#» To produce accurate and timely information that can be relied on by
senior management and the Mackenzie District Council for control,
exposure monitoring and performance measuring purposes.

+» Tomanage potential capital losses due to interest rate movements if
investments need to be liquidated before maturity.

Date of Issue
File Retention The Mackenzie District Council Laserfiche — Financial Policies section
Review Every two years at the anniversary date

e &

Risk Policy

Related The Mackenzie District Council policies and documents include:
e Liability Management Policy

Property Sales and Acquisition Policy

Risk Appetite Statement

Relevant legislation and other resources includes (but is not limited to):
¢ Local Government Act 2002 and the Local Government Act Amendment Act 2014

Approved Financial Investment Instruments: Investment instruments available in the market
(excluding equities and property) can generally be discussed under three broad categories relating to

the issuer of these instruments,

1. New Zealand Government: Treasury bills are registered securities issued on behalf of the
Government. They are usually available for terms up to a year but generally preferred by
investors for 30, 60, 90 and 180 day terms. They are discounted instruments, and are available
in the secondary market, although most banks hold them for liquidity management purposes.

The Mackenzie District Council Investment Policy FINAL DRAFT 2020-04-17
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2. NZ Local Government Funding Agency (LGFA): The LGFA issues commercial paper (CP), , is
issued by borrowers who usually have a credit rating and standing in the market that is
sufficient to enable the CP to be issued without endorsement or acceptance by a bank. In this
instance the LGFA being highly credit rated. Commercial paper is issued with maturities
ranging from 30 days to one year. The common maturities are for 30, 60, 90 and 180 days.
Council is restricted to investing in CP with maturities of no more than one year . CP is
generally preferred over term deposits because investors can sell them prior to maturity
without suffering the penalty interest costs common to term deposits. The LGFA issues bonds
that are similar in structure to New Zealand Government stock/bonds.

3. Registered Banks: Call and term deposits are funds accepted by the bank on an overnight
basis (on call) or for a fixed term. Interest is usually calculated on a simple interest basis. Term
deposits are for a fixed term and are expected to be held to maturity. Term deposits are not
negotiable instruments. Termination prior to maturity date can involve penalty interest costs.

Registered certificates of deposits (RCD) are securities issued by banks for their funding needs
or to meet investor demand. They are registered or held on behalf of by the dealing bank.
Details include, the name of the investor, face value and maturity date. They are able to be
transferred by registered transfer only. RCDs are priced on a yield rate basis and issued at a
discount to face value or a grossed up basis. They are generally preferred over term deposits
because investors can sell them prior to maturity.

Bank Bill Mid-Market Settlement Rate (BKBM): The bank bill mid-market settlement rate as
determined at 10:45am each business day on Reuters page BKBM. This is the standard rate for the
settlement of interest rate swaps, forward rate agreements and interest rate caps and collars.

Borrower Notes: On occasion when The Mackenzie District Council borrows from the LGFA it will be
required to contribute part of that borrowing back as equity in the form of “Borrower Notes”. A
Borrower Note is a written, unconditional declaration by a borrower (in this instance the LGFA) to pay
a sum of money to a specific party (in this instance the Mackenzie District Council) at a future date (in
this instance upon the maturity of the loan). A return is paid on the Borrower Notes. The Borrower
Notes can be converted to equity at the discretion of the LGFA.

Financial institutions: Financial institutions are traditionally identified as those entities which accept
funds from individuals and organisations with the objective of lending the funds obtained to other
parties, or otherwise investing the funds, so as to generate returns to the entity.

Financial Instrument: A financial instrument is any contract that gives rise to both a (recognised or
unrecognised) financial asset of one entity and a (recognised or unrecognised) financial liability or
equity instrument of another entity.

Forward Exchange Contract: A contract to buy and sell one currency against another at a fixed price
for delivery at some specified future date.

Forward points: The difference in interest rates between two currencies expressed as the exchange
rate points i.e. 300 forward points is a 0.0300 adjustment to the 0.7500 NZ$/USS exchange spotrate.

Forward rate agreement: An agreement between the Mackenzie District Council and a counterparty
(usually a bank) protecting the Mackenzie District Council against a future adverse interest rate
movement for a specified period of time (up to a year). The Mackenzie District Council and the
counterparty agree to a notional future principal amount, the future interest rate, the benchmark
dates and the benchmark rate (usually BKBM). This definition includes the bond forward rate
agreement where the benchmark rate is the underlying government bond yield.
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Interest rate options: The purchase of an interest rate option gives the holder (in return for the
payment of a premium) the right but not the obligation to borrow (described as a cap) or invest
(described as a floor) at a specified interest rate for a specified period. The Mackenzie District Council
and the counterparty agree to a notional future principal amount, the specified interest rate, the rate-
setting dates and the benchmark rate (usually BKBM). Interest rate option products include caps,
floors and bond options.

Interest rate or currency collar strategy: The combined purchase (or sale) of a cap or floor with the
sale (or purchase) of another floor or cap.

Interest rate swap: An interest rate swap is an agreement between the Mackenzie District Council
and a counterparty (usually a bank) whereby the Mackenzie District Council pays (or receives if an
investor) a fixed interest rate and receives (or pays) a floating interest rate. The parties to the contract
agree notional principal, start date of the contract, term of the contract greater than one year), fixed
interest rate and the benchmark rates (usually BKBM). The swap can have a forward start date directly
matching the contract to the underlying investment cash flow.

Liquidity: Liquidity refers to negotiable instruments that have an underlying market where buyers
and sellers are available to transact and readily convert the investment into cash.

Negotiable Instruments: These instruments can be bought and sold prior to their legal maturity date.

Spot rate: The current market rate for currencies, interest rates for immediate delivery / settlement -
normally two business days after the transaction is agreed.

The Mackenzie District Council’s philosophy is to optimise long term returns while balancing risk and
return. The Mackenzie District Council’s overall appetite for risk, and specific appetite for financial
risk, is summarised in the Risk Appetite Statement which is reviewed annually. Under section 102 (2)
of the Local Government Act 2002, the Mackenzie District Council is required to have an Investment
Policy.

The Mackenzie District Council recognises that as a responsible public authority our investments
should be low risk, and should be managed conservatively. Speculative investments will be avoided;
however the Mackenzie District Council also recognises that lower risk generally means lower returns.

The Mackenzie District Council’s financial investments are managed as a portfolio of financial assets.
The primary objectives are:

+ To make and manage investments to optimise returns in the long term while balancing risk
and return considerations.

* To safeguard financial market investments by establishing and regularly reviewing investment
parameters and ensuring that all investment activities are carried out within these
parameters.

e Toensure the integrity of the financial market investments by only investing in appropriately
rated organisations and in appropriate financial market instruments.

* To maintain relationships with financial market participants, thus enabling the Mackenzie
District Council to carry out its investment activities in an efficient and practical way.

e To produce accurate and timely information that can be relied on by senior management and
the Mackenzie District Council for control, exposure monitoring and performance measuring
purposes.

* To manage potential capital losses due to interest rate movements if investments need to be
liquidated before maturity.
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Income from the Mackenzie District Council’s investments is generally used to offset the general rate.
The proceeds from a sale of an actual investment will be held by the Mackenzie District Council as a
financial investment.

The Mackenzie District Council approves policy parameters in relation to investment activities. The
Mackenzie District Council Chief Executive Officer has overall responsibility for the operations of the
Mackenzie District Council.

The General Manager Corporate Services has financial management responsibility over the Mackenzie
District Council’s investments, including all treasury activity.

The Mackenzie District Council exercises on-going governance over its corporate investments.
Operational management of the Mackenzie District Council’s forestry investment is provided by the
Mackenzie District Council Property and Commercial Business Unit.

The Mackenzie District Council Audit and Risk Committee oversees and monitors the risks arising from
its treasury activities to ensure consistency with the Mackenzie District Council Long Term Plan and to
evaluate the finance function’s effectiveness in achieving its objectives and for monitoring compliance
and performance of the Mackenzie District Council treasury activities. The Mackenzie District Council
Commercial and Economic Development Committee is responsible for approving commercial and
investment strategy and monitoring strategy execution.

The Mackenzie District Council is able to appoint an independent advisor to assist in the management
of the financial market exposures that the Mackenzie District Council is subjected to. The scope of the
appointment and the parameters within which the advisor operates, will be determined by the
General Manager Corporate Services and at all times will operate within the parameters of this policy
document.

The Mackenzie District Council’s investments and cash management activities are managed centrally
through its finance function. The finance function is broadly charged with the following
responsibilities:
e To manage the Mackenzie District Council investments within its strategic objectives and
ensure that surplus cash is invested in liquid and credit worthy instruments.
e To manage the impact of market risks such as interest rate risk on the Mackenzie District
Council investments by undertaking appropriate hedging activity in the financial markets.
¢ To minimise adverse interest rate related increases on ratepayer charges and maintain overall
interest revenues within budgeted parameters.
To manage the overall cash and liquidity position of the Mackenzie District Council operations.
e To provide timely and accurate reporting of treasury activity and performance.

The Mackenzie District Council manages a portfolio of investments comprising:

Loan advances

Equity investments, including corporate investments and other shareholdings
Property investments incorporating land, buildings and a portfolio of ground leases
Forestry investments

Treasury investments in both short, medium and longer term liquid investments.
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Guidance for each of these investment types follows.

5.1 Nature of Investment / Rationale for Holding

In special circumstances, the Mackenzie District Council will provide loan advances for sporting,
community development and other reasons. Examples of these loans have been to the Twizel
Basketball Club to purchase equipment for their use in the Twizel Events Centre and also the
debenture that the Mackenzie District Council previously held with High Country Health Limited, a
company formed to operate the Twizel medical practice.

Interest rates are set at the average of Mackenzie District Council bond portfolio rate, recalculated
annually. The Mackenzie District Council must approve all loan advances.

5.2 Disposition of Revenue
Interest is taken to the Investment Trading Account. Interest earned is allocated to the general rate.

The Mackenzie District Council approves any repayment; proceeds on repayment are used to
reimburse the reserve from where it was originally taken, or otherwise are taken to the ratepayers
equity account and used in achieving Mackenzie District Council strategic objectives.

5.3 Risk Management

The primary risk is that the borrower defaults on the payment of interest and principal amounts owing
to The Mackenzie District Council. Where possible the Mackenzie District Council seeks security for
any loans provided. All loans to sporting bodies are subject to a chattel security.

Should loan repayments go into arrears, the Mackenzie District Council takes immediate steps to
retrieve the monies owing.

5.4 Management/Reporting Procedures

The Mackenzie District Council reviews performance of these investments on a regular basis to ensure
objectives are being achieved and that interest and principal repayments are being made in
accordance with the loan agreement.

5.5 Specific Policy
The Mackenzie District Council policy is to seek wherever possible early retirement of loans, otherwise
the Mackenzie District Council intends to hold loan investments until maturity.

Equity investments can include the following:
* investments held in Council Controlled Organisations (CCO’s) or Council Controlled Trading
Organisations (CCTQ’s)
Shareholdings held directly
Public/Private Partnerships
Joint Venture Partnerships
Local Government Shared Services

. & &

Council maintains equity investments and other minor shareholdings. Council's equity investments
fulfil various strategic, economic development and financial objectives as outlined in the Long Term
Plan. Equity investments may be held where Council considers there to be strategic community value.
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Council seeks to achieve an acceptable rate of return on all its equity investments consistent with the
nature of the investment and the stated philosophy on investments.

6.1 Nature of Investments

The Mackenzie District Council has the following equity investments:
e Mackenzie Holdings Limited (MHL)
* Alpine Energy Limited
* Downlands Water Supply Scheme

6.1.2 Mackenzie Holdings Limited - Nature of Investment/Rationale for Holding

The Mackenzie District Council established Mackenzie Holdings Limited as a wholly-owned subsidiary
in 2004 charged with developing the Pukaki Airfield as an operational airfield. The operations have
been transferred to the Property and Commercial Business Unit within The Mackenzie District Council
with governance from the Commercial and Economic Development Committee, a committee of the
Mackenzie District Council. Mackenzie Holdings Limited is not operational. It has been exempted
under section 7 of the Local Government Act 2002 from the normal reporting requirements.

6.1.3 Alpine Energy Limited - Nature of Investment/ Rationale for Holding

Alpine Energy Limited was created under the Energy Companies Act 1992, the Mackenzie District
Council having 2,049,870 $1 shares representing a minority 4.9% shareholding. The company supplies
electricity to the South Canterbury region and was created from the former South Canterbury Electric
Power Board. The Mackenzie District Council views this investment as a strategic asset ensuring the
cost effective distribution of electricity to the District.

6.1.4 Downlands Water Supply Scheme - Nature of Investment/ Rationale for Holding

The Downlands Water Supply Scheme is a Joint Venture with Timaru District Council and Waimate
District Council. The Downlands Water Supply Scheme is primarily a stock water scheme which also
supplies domestic drinking water to rural properties within the Timaru, Waimate and Mackenzie
Districts. Mackenzie District Council has a 4% stakeholding and views this investment as a strategic
asset ensuring the cost effective distribution of water to the District.

6.2 Disposition of Revenue

Any purchase or disposition of equity investments requires Council approval. Council may also acquire
shares that are gifted or are a result of restructuring. Dividends received from CCOs/CCTOs and
unlisted companies not controlled by Council are normally credited to general funds and help reduce
general rates.

Any dividends received, and/or profit or loss arising from the sale of these investments must be
recorded in accordance with appropriate accounting standards. Unless otherwise directed by Council,
the proceeds from the disposition of equity investments will be used firstly to repay any debt relating
to the investment and then any surplus remaining be used to reinvest in other equities, and/or used
to fund approved Capex projects and/or reduce other Council debt. Interim and final dividends are
taken to the investment trading account.

6.3 Acquisition of New Investments
The Mackenzie District Council will acquire equity investments in line with its strategic, economic
development and financial objectives as outlined in the Mackenzie District Council Long Term Plan and
on the commercial merits of the proposal. All equity investment purchases will require prior
Mackenzie District Council approval.

6.4 Risk Management
Council recognises that there are risks associated with holding equity investments and to minimise
these risks Council, through the relevant Council-committee, monitors the performance of its equity
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investments, at least, annually to ensure that the stated objectives are being achieved. Council seeks
professional advice regarding its equity investments when it considers this appropriate.

Alpine Energy is made up of a number of discrete “businesses” which operate independently of each
other and which attract varying degrees of risk including electricity distribution and electrical
contracting. Alpine Energy’s main business is electricity distribution where the risks are considered to
be low given the high cost of replicating an electrical network. Alpine Energy manages its other
business risks through separate companies, which limits its liability. Within each business the
respective boards manage the operational risks.

6.5 Management/Reporting Procedures
The Mackenzie District Council approves the statement of corporate intent annually and monitors the
investment through unaudited six monthly and audited annual financial statements.

6.6 Specific Policy
The Mackenzie District Council reviews its investment in Alpine Energy on an annual basis.

7.1 Nature of Investment

In addition to commercial and residential property, the Mackenzie District Council has landholdings
which have been acquired in a number of ways. Any surplus land is either leased or held intending to
be sold at market valuation or at an agreed value satisfactory to the Mackenzie District Council. Please
refer to the Property Sales and Acquisitions Policy for definitions and processes for property identified
as surplus.

7.2 Rationale for Holding

The Mackenzie District Council overall objective is to own property that is necessary to achieve its
strategic plan objectives. The Mackenzie District Council reviews property ownership through
assessing the benefits of continued ownership in comparison to other arrangements which could
deliver the same results. This assessment is based on the most financially viable method of achieving
the delivery of Mackenzie District Council services. The Mackenzie District Council generally follows a
similar assessment criterion in relation to new property and land investments.

7.3 Disposition of Revenue

Property rentals are charged at commercial levels. All income including rentals and ground rent from
property are taken to the property trading account and are used to offset the general rate. The
Mackenzie District Council approves any disposition of property or landholdings. Sale proceeds are
taken to the real estate reserve and used in achieving Mackenzie District Council strategic objectives.

Note the special status of revenue from property sales through the activities of the Pukaki Airport.
This revenue is ring-fenced for future Pukaki Airport development and is not taken to the Real Estate
Reserve.

7.4 Risk Management

The capital value of property and land is impacted by changes in economic and financial factors e.g.
business confidence, growth, and interest rates. The Mackenzie District Council reviews the
performance of its property investments through regular reporting.

7.5 Specific Policy
The property and landholdings portfolio is reviewed annually. Specific policy guidance for the sale and
acquisition of property in provided in the Property Sales and Acquisition Policy.
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8.1 Nature of Investment/ Rationale for Holding

The Mackenzie District Council has approximately 1,040 hectares of forestry plantation. The
Mackenzie District Council has historically invested in forestry, as it provides diversification of
Mackenzie District Council investment portfolio as well as provides good long-term inflation adjusted
returns. Forestry plantations are held as long-term investments on the basis of net positive discounted
cash flows, factoring in projected market prices, annual maintenance and cutting costs and discounted
at Mackenzie District Council annualised cost of capital.

8.2 Disposition of Revenue

Any harvesting outside the agreed Annual and Long Term Plan requires governance approval from the
Commercial and Economic Development Committee, a committee of the Mackenzie District
Council. Proceeds from the disposition of forestry investments are to be applied:

To repay district wide funded debt and/or

To repay of community funded debt and/or

To fund pre-approved capital expenditure items and/or

To re-afforest existing forestry blocks and/or

To purchase new forestry blocks or purchase new and/or

To purchase treasury investments from which interest accrued is to be used for general
purposes and/or

* To offset the general rate by Council resolution.

* & & & @

Income from the Council’s forestry operation is reinvested in forestry through a separate Forestry
Reserve. A dividend is payable to Council at any agreed time that does not affect the viability of the
forestry operation. Expenditure in maintaining the forestry investment is expensed in the year it is
incurred.

8.3 Risk Management

The most significant risk relates to product price returns, which are dependent on world markets. This
means that forestry returns are dependent on commodity prices and carbon markets driven by other
countries. Where there is a short-term downward spike in international stump prices, the Mackenzie
District Council will defer harvesting until such time as it becomes economically viable.

8.4 Management and Reporting Procedures

The investment is managed by the Property and Commercial Business Unit with governance from the
Commercial and Economic Development Committee. A forester and forest manager are employed on
contract to report on the plantation management regime and report to the Property and Commercial
Business Unit Manager on a regular basis.

8.5 Specific Policy
As long as investing in forestry remains financially viable, the Mackenzie District Council intends to
retain its forestry investment and harvest when stump value is maximised.

9.1 Nature of Investment
The Mackenzie District Council invests in approved financial assets, which excludes dealing in shares.
The Mackenzie District Council invests in the following financial instruments:

¢ Government investments,

* New Zealand Registered bank investments,

e Local Authority investments.
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e State Owned Enterprises (SOE) investments,
+ Corporate investments
e Financial Institution investments

9.2 Rationale for Holding
The Mackenzie District Council primarily holds financial investments to earn revenue used in the
reduction of general rates. The Mackenzie District Council also maintains a portfolio of financial
investments for the reason of:

* Investing proceeds from the sale of assets,

* Investing amounts allocated to general and special fund reserves e.g. disaster reserve,

* Investing funds allocated for approved future expenditure, and

* Investing surplus cash and working capital funds.

9.3 Disposition of Revenue
Interest is taken to the investment trading account. Interest earned is allocated to the general rate.
Financial investments are normally held to maturity date.

9.4 Investment Objectives

The Mackenzie District Council primary objective when investing is the protection of its investment.
Accordingly, only credit worthy counter parties are acceptable. Credit worthy counter parties are
selected on the basis of their S&P Global Ratings (S&P) ratings, or the Moody’s Investor Services
(“Moodys”) or Fitch Ratings (“Fitch”) equivalents. Credit ratings are monitored on a quarterly basis by
the General Manager Corporate Services from updated advice from the Mackenzie District Council
investment advisors. Please refer to the table in Appendix A — Authorised Investment Criteria for
Financial Market Investment Activities for guidance on credit rating thresholds for specific asset
classes.

The following principles capture the above objectives:

9.4.1 Credit Risk

Credit risk is minimised by placing maximum limits for each broad class of non- Government
issuer, and by limiting investments to local authorities, registered banks, strongly rated SOEs,
corporates and Financials within prescribed issuer and portfolio limits. These are detailed in
the authorised investment criteria for financial market investment activities.

9.4.2 Liquidity Risk

Liquidity risk is minimised by ensuring that all investments must be capable of being liquidated
in a readily available secondary market. Furthermore, the Mackenzie District Council requires
that the duration of their portfolio must be within a range of 25% shorter or longer than the
benchmark portfolio set in conjunction with their investment adviser (refer to benchmarking
as part of this investment policy). Compliance with this requirement is not necessary if the
nominal value of the portfolio is less than $5.0 million.

9.5 Interest Rate Risk Management

The Mackenzie District Council investments give rise to a direct exposure to a change ininterest rates,
impacting the return and capital value of its investments. The General Manager Corporate Services
determines the appropriate interest rate profile to adopt for investments, after reviewing on a regular
basis, cash flow forecasts incorporating plans for approved expenditure and strategic initiatives,
monitoring the interest rate markets, evaluating the interest rate outlook and seeking appropriate
advice where necessary.

The General Manager Corporate Services implements an interest rate risk management strategy by
using risk management instruments to protect investment returns and to change interest rate and
maturity profiles. The use of interest rate risk management instruments must be approved by Council.
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9.6 Management and Reporting Procedures

The General Manger Corporate Services develops the investment strategy. During the annual budget
round the General Manager Corporate Services recommends a formal investment strategy to the Chief
Executive Officer. Thereafter, the General Manager Corporate Services implements the investment
strategy on an ongoing basis, taking into account cash flow forecasts, the outlook for interest rates
and credit spreads, the shape of the yield curve and where necessary seeks appropriate advice.

9.7 Benchmarking

The Mackenzie District Council measures the performance of the investment portfolio by
benchmarking the performance of the portfolio against the performance of an appropriate external
benchmark portfolio. This provides the Mackenzie District Council 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. Compliance with this requirement is not
necessary if the nominal value of the portfolio is less than $5.0 million.

9.8 Specific Policy
The Mackenzie District Council reviews its investments portfolio annually and manages the portfolio
according to the objective performance measures determined during the annual budget round.

9.9 Counterparty Exposure Limits

Council ensures that all financial investments and interest rate risk management is undertaken with
institutions that are of high quality credit to ensure amounts owing to The Mackenzie District Council
are paid fully and on due date. This does not limit The Mackenzie District Council investing in other
assets, other than financial investments.

9.10 More specifically, The Mackenzie District Council minimises its credit exposure by:
e Transacting with entities which have a strong credit rating,
e Limiting total exposure to prescribed amounts and portfolio limits, and
¢ Timely and rigorous compliance monitoring.

(See Appendix A below “authorised investment criteria for financial market investment activities” for
a summary of credit requirements and limits.)

9.11 Foreign Exchange Policy
The Mackenzie District Council does not borrow or enter into incidental arrangements within or
outside New Zealand in currency other than New Zealand currency.

9.12 Cash Management

From time to time, The Mackenzie District Council has cashflow surpluses and borrowing requirements
due to the mismatch of daily receipts and payments. All cash inflows and expenses pass through bank
accounts controlled by the finance function. Cash management activities must be undertaken within
the following parameters:

Cash management instruments are limited to:
e (all deposits with registered banks.
e Negotiable instruments with a maturity not more than three months at the time of inception.
e Term deposits with registered banks.

Cash may only be invested with approved counterparties as detailed below.
e If practical, a targeted minimum of $250,000 is invested at call.
e Anoptimal daily range of no more than $100,000 is targeted for in The Mackenzie District the
Mackenzie District Council current account.
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Interest rate risk management on cash management balances is not permitted.

Despite anything earlier in this Policy, the Mackenzie District Council may invest in shares and
other financial instruments of the New Zealand LGFA and, may borrow to fund that investment. The
Mackenzie District Council objective in making such investment will be to:
* Obtain areturn on investment; and
* Ensure that the LGFA has sufficient capital to become and remain viable, meaning that it
continues as a source of debt funding for The Mackenzie District Council.

Because of the dual objective, the Mackenzie District Council may invest in LGFA shares in
circumstances in which the return on that investment is potentially lower than the return it could
achieve with alternate investments.

If required in connection with the investment, the Mackenzie District Council may subscribe for un-
called capital in the LGFA.

This policy represents the formal policy and expected standards of the Mackenzie District Council.
Appropriate approvals need to be obtained prior to any deviation from the policy.

Elected Members and employees are reminded of their obligations under the Mackenzie District
Council Code of Conduct to give full effect to the lawful policies, decisions and practices of the
Mackenzie District Council.

11.1 Clarification

Clarification regarding this policy can be sought from the Mackenzie District Council General Manager
Corporate Services.

11.2 Breaches

The Mackenzie District Council General Manager Corporate Services is responsible for monitoring
compliance with this policy. All identified breaches will be escalated to the Chief Executive Officer
and the Manager People and Culture, and will be treated as misconduct which may result in
disciplinary action.

11.3 Exceptions

The Mackenzie District Council General Manager Corporate Services (being the policy owner) will need
to authorise any deviations from this policy.

The Mackenzie District Council Investment Policy FINAL DRAFT 2020-04-17
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Table 1: Authorised Investment Criteria for Financial Market Investment Activities
Authorised Asset | Overall Approved Financial Market Credit Rating Criteria— Standard and Limit for each issuer subject to
Classes Portfolio Limit Investment Instruments (must Poor’s (or Moody’s or Fitch equivalents) | overall portfolio limit for issuer
asaPercentage | bedenominated in NZ dollars) class
of the Total
Portfolio
New Zealand 100% *  Govemnment Stock Not Applicable Unlimited
Govemment *  Treasury Bills
Rated Local 70% * Commercial Paper Short term S&P rating of Al or better $3.0 million
Authorities
s Bonds/MTNs/FRNs
Long term S&P rating of BB or better $1.0 million
Long term S&P rating of A- or better $2.0 million
Long term S&P rating of A+ or better $3.0 milion
Long term S&P rating of AA- or better $4.0 milion
Local Authorities 60% * Commercial Paper $2.0 million
where rates are _
used as security Not Applicable
o Bonds/MTNs/FRNs
$2.0 million
New Zealand 100% * Call/Deposits/Bank Short term S&P rating of Al or better $10.0 million
Registered Banks Bills/Commerdal Paper
s Bonds/MTNs/FRNs Long term S&p rating of BBB or better $1.0 million
Long term S&P rating of A- or better $2.0 milion
Long term S&P rating of A+ or better $3.0 million
Long term S&P rating of AA - or better $4.0 million
State Owned 70% * Commercial Paper Short term S&P rating of Al or better $3.0 million
Enterprises
*  Bonds/MTNs/FRNs
SIMINS/E Long term S&P rating of BB or better $1.0 million
Long term S&P rating of A- or better $2 million
Long term S&P rating of A+ or better $3.0 milion
Long term S&P rating of AA- or better $4.0 million
Corporates 60% * Commercial Paper Short term &P rating of Al or better $3.0 million
*  Bonds/MTNs/FRNs
o Long term S&P rating of BBB or better $1.0 million
Long term S&P rating of A- or better $2.0 million
Long term S&P rating of A+ or better $3.0 million
Long term S&P rating of AA -or better $4.0 million
Financials 30% + Commercial Paper Short term S&P rating of Al or better $3.0 million

The Mackenzie District Council Investment Policy FINAL DRAFT 2020-04-17
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Long term S&P rating of BBB or better
Long term S&P rating of A- or better
Long term S&P rating of A+ or better

Long term S&P rating of AA- or better

$1.0 milion
$2.0 milion
63.0 milion

54.0 million
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INTRODUCTION

The Mackenzie District is experiencing significant growth in its population, visitors,
development and the local economy. This growth generates high levels of subdivision and
development activity increasing demand for assets and services provided by Council.

In response to this development, Council can seek contributions towards the expansion of
the District’s reserves, community facilities and infrastructure from those developments
which place additional demand on these services. Council may levy these contributions
through —
a. Development contributions as defined by Part 8(5) of Schedule 13 of the local
Government Act 2002;
b. Financial contributions as required by the District Plan prepared in accordance
with the Resource Management Act 1991.

This Policy has been prepared within the wider context of Council’s overall financial
management policies and is consistent with the provisions of Council’s Revenue and
Financing Policy, providing for financial contributions to be used as part of Council’s overall
approach to funding capital expenditure.

OBJECTIVES

This policy is intended to assist the Council to achieve the following objectives:

e Enable Council to plan for and fund infrastructure and facilities that meets the
anticipated growth requirements of the district;

e Enable a share of the costs Council incurs to provide infrastructure to be fairly and
equitably recovered from those directly benefiting from Council infrastructure.

ASSETS TO BE INCLUDED

e Network infrastructure for water supplies, wastewater, stormwater and
transportation;

e Reserve land;
e Community infrastructure including the development and acquisition of reserve land

to use as reserve and facilities needed on that reserve and other public amenities such
as halls, libraries, public toilets, and parking facilities.

2 | Mackenzie District Council = Development Contributions and Financial Contributions Policy
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DEFINITIONS

Allotment: has the meaning as prescribed by section 218(2) of the Resource
Management Act 1991.

District Plan: the Operative Mackenzie District Plan including any proposed plan or
variation.

Minor Unit: a residential unit of not more than 50m? gross floor area and of not more
than 4 metres in height above natural ground level.

Multi-unit any development involving more than one residential unit per

Residential Development:  allotment and includes flats, townhouses, retirement villages, and visitor
accommodation.

Residential Unit: a single self-contained housekeeping unit, whether of one or more
persons, and includes accessory buildings. Where more than one kitchen
facility is provided on site, there shall be deemed to be more than one
residential unit.

Residential Unit Equivalent: calculated by dividing the total number of people that a multi-unit
residential development is designed to accommodate by the deemed
average occupancy of 2.6 people per household.

Visitor Accommodation: the use of land and buildings for short-term, commercial living
accommodation where the length of stay for any one visitor is not greater
than three months at any one time.

DEVELOPMENT CONTRIBUTIONS

The Council has chosen not to levy any development contributions under the provisions of the Local
Government Act 2002.

FINANCIAL CONTRIBUTIONS

Financial contributions are levied under the provisions of the Resource Management Act 1991 and
incorporated in the relevant sections of the Mackenzie District Plan. Financial contributions are
required for the provision of open space and recreation, infrastructure services, and car parking
provision as set out by the District Plan and this policy.

With the exception of roading, for which no financial contributions are sought, Council has not
assumed growth for the Long Term Plan period in excess of capacity within the existing facilities and
services for which financial contributions are sought. Where growth may require new or additional
services, such work is undertaken by developers. Council does not, therefore, seek financial
contributions for capital expenditure in regard to growth. Instead, funding from financial contributions
will fund the extension of asset life of each activities for which contributions are sought.
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The following table lists the capital expenditure for each activity to be funded by financial

contributions for the period 2021-2031:

2021-2031 Total Amount

Water S 16,405,744

Sewer $ 11,651,636

Stormwater $3,221,655
Reserves $115,500

1. Reserves Contributions

Reserves contributions are required under the provision of Section 13 of the District Plan. These cash
contributions shall be made towards the provision of land for open space in the locality, land for
recreational facilities, and maintenance of recreational facilities. Full details of the contributions are

contained within the District Plan.

1.1 Subdivision

Under provisions of the District Plan, financial contributions towards the provision of open space and
recreation where any subdivision creates separately saleable, additional allotments for residential or
visitor accommodation purposes, within any zoning excluding within Aoraki/Mt Cook National Park

are required.

Within all zones, excluding the Rural and Rural-Residential zones, the contribution is levied at 5% of
average cash value of the allotments created, calculated in accordance with the following calculation:

5% x (a-b) x ¢
Where:

a = the number of allotments authorised by the subdivision consent and includes:

i.  Vacant allotments, including vacant parts of allotments for cross-leases and unit

titles; and

ii. Allotments created after the erection of a household unit, or where the

subdivision and building consent for the household unit are issued in conjunction

with one another:

b = number of allotments in the land prior to the subdivision (which were held in separate
Certificates of title or for which Certificates of title could be issued without consent of the
Council) that when created (either pursuant to a resource consent or previous legislation)
complied with the minimum subdivision standards for their respective zones or standards

contained in the Plan

¢ = the average per allotment market value ($) of all allotment’s in the subdivision, determined
at the date on which the subdivision is granted, as if the allotments had been subdivided in
accordance with the subdivision consent. The value of land for the purposes of determining

the average cash value of allotments shall reflect the value of the lots in the completed

development
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Within the Rural and Rural-Residential zones, the financial contribution towards the provision of open
space and recreation is limited to 5% of the average value of 1500m? of each lot, assessed as a site for
a residential unit.

1.2 Residential Development

The financial contribution policy also applies to new or additional residential units with the cash
contribution towards the provision and maintenance of open space and recreation being levied at the
following rate:

Cash equivalent of 20m? of land for each additional residential unit created.

This contribution is levied at the time of building consent, less any contribution made at the time of
subdivision in accordance with 1.1 of this policy.

No contributions are required for additional residential units for the sole purpose of providing farm
workers accommodation.

Note: a single residential unit is deemed to include a minor residential unit as defined by the District
Plan.

1.3 Visitor Accommodation
For visitor accommodation, the contribution is required as follows:

Cash equivalent of the value of 2m? of land for each additional 100m? of new, net area of
visitor accommodation building floor area.

This contribution is levied at the time of building consent, less any contribution made at the time of
subdivision in accordance with 1.1 of this policy.

2. Water, Sewer and Stormwater Contributions

The Council also levies financial contributions towards water, sewer and stormwater infrastructure.

A key issue from the provisions of the District Plan is the costs of infrastructure. It is recognised that
development adds incrementally to demands on the infrastructure of the District. The District Plan’s
rules are designed to require new development to contribute a fair and reasonable sum towards the
cost of that demand unless it is replacing an existing development. A fair and reasonable share of
costs needs to recognise:

* That to manage and develop land (a natural resource) in an orderly and efficient way, it is
appropriate to install public utility services (a physical resource) for whole catchments in

anticipation of development;

e That there is a need to provide for people and communities’ economic and social wellbeing
by equitable sharing of costs of utility services over time;

e That works and the costs required for servicing specific areas or developments should be
borne by the developers to the extent attributable to the development.
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Where adequate public utilities are already in place, it is considered appropriate to enable people and
communities to provide for their social and economic benefit, that all users of public utility services
(eg water supply, sewerage and stormwater drainage) contribute to these services. New ratepayers
otherwise “freeload” on the value and capacity of the asset provided by earlier generations and
developers. In this way the Council can confidently plan it's servicing to provide for the reasonably
foreseeable needs of current and future generations. Financial contributions towards existing
infrastructure are based on a “recognised equity” model involving contributions by developers
equivalent to the equity held by existing ratepayers in the existing utility service infrastructure.

Contributions are set to ensure a reasonable degree of certainty for developers.
The formula used to calculate the contributions is V-L
R

Where:

V= Latest independent valuation of the water supply/sewerage system/stormwater system
plus the value of any capital additions made since that time and less the value of
depreciation charged since the date of the valuation.

L= Capital reserve balance with water supply/sewerage system/stormwater system as at 1
July each year. (The reserve may be in funds or overdrawn resulting in a positive or
negative balance.)

R= Number of connectable properties (or properties for stormwater) contributing to the
asset as at 1 July each year.

If subdivision or development should require the provision of additional or new services, a
contribution towards the cost of this provision shall be met by the developer.

For the purposes of this requirement, ‘development’ shall mean the construction, erection or
alteration of an industrial, service, commercial, recreational, community activity of visitor
accommodation with a value of $100,000, or more than one residential unit on an allotment.

The contribution towards new and future services shall be made as payment of money, provision of
land, or any combination of money and land, with the maximum contribution being the actual costs
of providing the service to and/or within the land in the subdivision or the site of the development.

2.1 Subdivision

Subdivision of land provides a framework of services for subsequent purchasers of new allotments
who have an expectation that services will be available. New subdivision may also give rise to demands
for the upgrading of existing services as a direct consequence of the subdivision.

The provision of services within the subdivision is cost recoverable from the sale of allotments and
can be imposed on a subdivider at the time of subdivision development. Furthermore, where a
subdivision creates a demand for upgrading services outside of the subdivision, the Council is justified
in recovering costs attributable to the subdivision itself.

In the event of a subdivision being reticulated with water, sanitary sewage, and/or stormwater
connections, financial contributions for these services will be levied at the rate of the contribution as
determine in part 2, above for each allotment reticulated with the service, less any contribution paid
at the time of a previous subdivision.
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2.2 Residential Development

Financial contributions may be required for developments as well as subdivision. For this purpose a
development means the construction, erection of an industrial, service, commercial, recreational
community activity or visitor accommodation with a value of $100,000 or more, or more than one
residential unit or lot, excluding a single minor unit.

Financial contributions for reticulated services will be payable at the rate of one contribution for each
reticulated service provided to the site, per additional residential unit.

Financial contributions will be required to be paid at the time of building consent, unless otherwise
specified by condition of resource consent.

2.3 Visitor Accommodation

Financial contributions towards the provision of reticulated services shall be levied in accordance with
the residential unit equivalent for each service, less any contribution made at the time of subdivision.

Financial contributions will be required to be paid at the time of building consent, unless otherwise
specified by condition of resource consent.

3. Car Parking

Section 15 of the District Plan specifies the requirement for the provision of car parking spaces within
all zones, excluding the Village Centre zone in Fairlie. In accordance with the provisions of the District
Plan, a cash payment may be made in lieu of all or part of the parking requirement in areas where
Council is anticipating the creation of public parking that would serve the area of the development.

The contribution is to be made at the rate of the cash equivalent of 25m? at the current market value
of the land, per car parking space required.

REVIEW
This policy is to be reviewed every three years and may be amended at any time prior if required.

Council is considering future use of development contributions. Council’s next Policy on Development
Contributions and Financial Contributions will reflect this change if inclusion of Development
Contributions is deemed appropriate.

The Mackenzie District Plan is currently under review. Should provisions for financial contributions be
changed by means of this review, the Policy on Development Contributions and Financial
Contributions will be reviewed accordingly.

Policy on Development Contributions and Financial Contributions

Adopted by: Finance Committee
Adopted date:
Review date: November 2024
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Land, in terms of sections 108, 109 and 110
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RATES REMISSION POLICY

Policy Objectives

1.

To facilitate the ongoing provision of non-commercial (non-business) community services or
recreational opportunities for residents of the Mackenzie District.

To enable Council to remit penalties on rates where reasonable grounds exist;

To enable Council to act fairly and equitably with respect to rates on properties which are
contiguous, in the same ownership, and used jointly as one rating unit for which services are
utilised at the rate of a single rating unit.

To assist ratepayers who have excessive water charges due to a fault (leak) in the internal
reticulation serving their rating unit whilst at the same time ensuring that consumers retain
their responsibility for the maintenance of their private reticulation.

To assist ratepayers who experience extreme financial hardship as the result of the effects of
a natural calamity on a rating unit.

Conditions and Criteria

1. Community, Sporting and Other Organisations

Council may remit a maximum of 50% of total rates levied in any one given year where an
application meets all of the following criteria:

The land subject to the application is owned by Council or owned and occupied by a charitable
organisation, which is used exclusively or principally for sporting, recreation, or community
purposes.

The organisation is not operated for private pecuniary profit, nor does it charge commercial
tuition fees.

It is not the primary purpose of the group or organisation to address the needs of adult
members (over 18 years) for entertainment or social interaction, nor for the engagement in
recreational, sporting, or community services as a secondary purpose only.

2. Remission of Penalties

Council may remit penalties incurred pursuant to 5.57 of the Local Government (Rating) Act
where the application meets both of the following criteria:

1.

2.

An application is received from the ratepayer and there has been no previous history of late
payment in the previous 2 years.

The ratepayer has joined a repayment plan such as easypay direct debit.

Council will backdate the policy to the start of the repayment plan where the ratepayer has a
repayment plan with Council for rate arrears, they continue to make regular and static payments
and have a good history of such payments for the previous three months.
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3. Rating Units In Common Ownership

Council may remit targeted rates where an application meets the following criteria:

1. There is only one water and/or sewer connection servicing the combined rating units.

4. Excess Water Charges

Council may remit a maximum of 50% of the difference between the normal consumption and
the actual water consumed within the period subject to the application where both of the
following criteria are met:

1. A written application for the remission of water charges, signed by the owner of the rating
unit, is made to Council and includes:
—  Areport from a registered plumber confirming that the property has experienced
a water loss as a result of a leak; or
- Two subsequent meter readings demonstrating that the leak has been repaired.

2. The applicant has not been granted a remission of excess water charges within the previous
three years.

Note: normal consumption will be calculated from the average consumption for the previous three
annual meter readings for the rating unit concerned.

5. Natural Calamity

Council may remit wholly, or in part, any rate or charge or targeted rate made and set in respect
of land or improvements, where an application meets all of the following criteria:

1. Land or improvements have been detrimentally affected by erosion, subsidence, submersion
or other natural calamity, excluding drought.

2. An application for the remission of rates and charges on land or improvements affected by a
natural calamity described in (1) has been received from the registered ratepayer, or their
authorised agent and includes:

— Documented evidence that the rating unit has been detrimentally affected by a
natural calamity and the extent of that effect.

4. Councilissatisfied that the ratepayer is unlikely to have sufficient funds left, after the payment
of rates, for normal healthcare, proper provision for maintenance of his/her home and
chattels to an adequate standard, as well as making provision for normal day to day living
expenses.
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RATES POSTPONEMENT POLICY
Policy Objective

1. To provide Council with discretion to postpone the payment of rates as a method of
providing relief to ratepayers who are experiencing extreme financial hardship, subject
to the full cost of postponement being met by the ratepayer and there being minimal
risk of loss to Council.

Conditions and Criteria

1. The Council may postpone rates on the grounds of extreme financial hardship upon being
satisfied, after full inquiry, that extreme financial hardship exists or would be caused by non-
postponement of the whole or part of the rates.

2. In considering the application of this policy, Council will consider the following factors:
- Background to the ratepayer’s situation, including illness and family circumstances;
and
- Thelikely period before the ratepayer’s position could be expected to improve; and
- The potential for the ratepayer’s situation to deteriorate further; and
- Areport from a budget advisor.

3. Prior to approving an application for remission of rates under this policy, Council will require
evidence that:
- The applicant has had access to independent financial advice and understands the
effects of rates postponement on their equity in the property; and
- All joint property owners agree to rates postponement; and
- Where there is a mortgage on the property, the mortgagee agrees to rates
postponement.

4. Wherever possible, rates shall be postponed for a finite period, and a payment plan shall be
set up to clear the debt within this time.

5. Other than in exceptional circumstances, rates postponement will only be considered for
rating units that are used as the residence of the applicant.

6. If the postponement is for other than a residential rating unit, rates will be postponed for a
finite period not exceeding 5 years.

7. Postponed rates will become payable on the earliest of the following dates:
a. When the ratepayer ceases to be the owner/occupier of the rating unit; or
b. When the ratepayer ceases to use the rating unit as his/her residence; or
c. At a date specified by Council at the time the application is approved; or
d. In the event of a change in the ratepayer’s circumstances, on written notice by
Council.

8. Where rates are postponed, the ratepayer will still be required to pay a minimum of $500

towards the annual rates, in addition to any government rebate which may be available in
respect of the property.
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10.

11.

12.

13.

14.

15.

16.

Rates postponement will apply from the beginning of the rating year in which the application
is made although Council may consider extending the postponement to include arrears from
previous years.

At the start of any rating year, where a rates postponement arrangement is in place, Council
will send an annual statement showing:

a. the total amount of postponed rates outstanding; and

b. the interest rate charged for the year; and

¢. accrued interest; and

d. any fees charged during the year.

Where rates are postponed, Council will require annual confirmation that the dwelling on
the property has appropriate insurance cover.

Penalty charges (pursuant to 5.57 of the Local Government (Rating) Act) will not be added to
postponed rates.

The amount of any rates postponed, including postponement fees, where applicable will be
secured by a Statutory Land Charge on the Certificate of Title of the Rating Unit.

Pursuant to Section 88 of the Local Government (Rating) Act, a postponement fee will be
charged on the amount of rates postponed. The amount of the fee will be calculated on the
outstanding daily balance applying between the date each instalment is due and the date
that the rates are paid using a rate equal to the over interest rate charged by Council’s
bankers at the commencement of each financial year.

The administrative cost of setting up the postponement, including any costs of registering
and releasing the postponement on the Certificate of Title, will be met by the applicant at

the time the application is approved or added to the amount postponed.

Council will notify the Canterbury Regional Council of any postponement of rates.
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RATES REMISSION & POSTPONEMENT ON MAORI FREEHOLD LAND
POLICY

Introduction

This policy aims to ensure the fair and equitable collection of rates from all sectors of the community
recognising that certain Maori owned lands have particular conditions, features, ownership structures
or other circumstances which make it appropriate to provide relief from rates.

Definitions

Maori Freehold Land — land whose beneficial ownership has been determined by the Maori Land
Court by freehold order.

Policy Objectives

1.

To recognise and support the relationship of Maori and their culture and traditions with their
ancestral lands;

To recognise and take into account the presence of wahi tapu sites of cultural significance or
other cultural values that may affect the use of the land for other purposes;

To avoid further alienation of Maori Freehold Land as a result of pressures that may arise from
the imposition of rates on unoccupied land;

To recognise and take into account the importance of land in providing economic and
infrastructure support for marae and associated papakainga housing;

To recognise and take into account the importance of land for community goals relating to:
a. The protection of outstanding natural features;
b. The protection of significant indigenous wvegetation and significant habitat of
indigenous fauna.

Conditions and Criteria

1.

Maori Freehold Land is not subject to the general rate unless such land is used for commercial
purposes.

Targeted rates for Water, Sewer, and Solid Waste services will apply to all Maori Freehold
Land for which these services are provided.

Note: There is currently no Maori Freehold Land within the Mackenzie District.

Rates Remission and Postponement Policies

Adopted by: Finance Committee
Adopted date: 23 November 2017

Review date: Movember 2023
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Accounting policies

Reporting entity

Mackenzie District Council (Council) is a territorial local authority established under the Local Government Act 2002 (LGA)
and is domiciled and operates in New Zealand. The relevant legislation governing the Council's operations includes the
LGA and the Local Government (Rating) Act 2002.

The principal activity of Mackenzie District Council is the provision of local authority services, including resource
management, water, storm water, wastewater and roading services, hazard management, recreation and cultural services
and building control to the community. The Council does not operate to make a financial return.

The Council has designated itself as a public benefit entity (PBE) for the purposes of complying with generally accepted

accounting practice. The financial statements of the Council are for the periods ending 30 June 2021/31. The prospective
financial statements were authorised for issue by Council on xxxx.

Basis of preparation

The financial statements have been prepared on the going concern basis, and the accounting policies have been applied
consistently throughout the Long-Term Plan.

The Council and management of Mackenzie District Council are responsible for the preparation of the financial statements,
including the appropriateness of the assumptions underlying the financial statements and other required disclosures.

Council, who are authorised to do so, believe the assumptions underlying the financial statements are appropriate.

Statement of Compliance

The financial statements of the Council have been prepared in accordance with the requirements of the LGA and the Local
Government (Financial Reporting and Prudence) Regulations 2014 (LG(FRP)R), which include the requirement to comply
with generally accepted accounting practice in New Zealand (NZ GAAP).

The financial statements have been prepared in accordance with and comply with PBE Standards RDR. The criteria under

which Council is eligible to report in accordance with Tier 2 PBE Standards as total expenditure is below the $30 million
threshold.

Presentation currency and rounding

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand dollars
($000) unless otherwise stated.

The financial statements have been prepared on a historical cost basis, except for land and buildings classified as property,
plant and equipment, certain infrastructure assets, investment property, some investments and forestry.

Basis of consolidation
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Consolidated financial statements are prepared adding together like items of assets, liabilities, equity, revenue, and
expenses on a line-by-line basis. All significant infragroup balances, transactions, revenue, and expenses are eliminated
on consolidation.

Changes in accounting policies

Accounting policies have been changed to incorporate all necessary changes as required by the new Public Benefit Entity (PBE)
Standards. No changes to recognition/measuremeant were required

The current PBE Standard on financial instruments, PBE IPSAS 29 Financial Instruments: Recognition and Measurement, is based on IAS
39 Financial Instruments: Recognition and Measurement issued by the IASE (International Accounting Standards Board). That standard
has since been replaced by the IASB with IFRS 9 Financial Instruments

In early 2017 the NZASB (NZ Accounting Standards Board) issued PBE IFRS 9 Financial Instruments based on IFRS 9 to give PBEs the
opportunity to adopt a PBE Standard equivalent o IFRS 9 to reduce compliance costs that may arise on consolidation of mixed groups.
Now that the IPSASB (International Public Sector Accounting Standards Board) has issued a revised standard on financial instruments,
IPSAS 40 Financial Instruments (based on IFRS 9). the NZASB has incorporated that standard into the PBE Standards.

PBE IPSAS 41 Financial Instruments will replace both PBE IPSAS 29 and PBE IFRS 9

IPSAS 41 is effective from 1 July 2022, The Council has early adopted this standard from 1 July 2020, The Council has assessed the
changes have minimal impact on the prospective statements.

Summary of significant accounting policies

Joint Operation

A joint operation is a contractual agreement whereby two or more parties undertake an economic activity that is subject fo
joint control. Joint control exists when there is a binding agreement between the parties involved in the arrangement and
this agreement requires the relevant activities of the arrangement to be decided by unanimous consent from all parties
involved in the arrangement.

For joint arrangements, the Council recognises in its financial statements its assets, liabilities, revenue and expenses
relating to its share in the arrangement.

The Council has a joint arrangement with the Timaru District Council and Waimate District Council for the Downlands
Rural Water Scheme. The Downlands Rural Water Scheme is a joint operation rather than a joint venture because the
three Council's jointly own their specified share of the whole scheme and have rights to the assets and obligations for the
liabilities relating to the arrangement, due to the structure of the arangement not being through a separate

vehicle. Council’s share in this joint arrangement equates to 4%, with Timaru District Council’s share being 82% and
Waimate District Council's 14%.

Revenue Recognition

Revenue is measured at the fair value of consideration received or receivable.

Rates revenue
The following policies for rates have been applied:
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* General rates, targeted rates (excluding water-by meter) and uniform annual general charges are recognises at the start
of the financial year to which the rates resolution relates. They are recognises at the amounts due. The Council considers
the effect of payment of rates by instalments is not sufficient to require discounting of rates receivables and subsequent
recognition of interest revenue

« Revenue arising from late payment penalties is recognised as revenue when rates become overdue

« Rates collected on behalf of the Environmental Canterbury Regional Council (ECan) are not recognised in the financial
statements, as the Council is acting as an agent for ECan.

New Zealand Transport Agency roading subsidies

Council receives government grants from the New Zealand Transport Agency, which subsidises part of the costs of
maintaining the local roading infrastructure. The subsidies are recognised as revenue upon entitlement, as conditions
pertaining to eligible expenditure have been fulfilled.

Other grants received

Other grants are recognised as revenue when they become receivable unless there is an obligation in substance to return the funds if
conditions of the grant are not met. If there is such an obligation, the grants are initially recorded as grants received in advance and
recognised as revenue when conditions are satisfied.

Building and resource consent revenue

Revenue from building consents is recognised when payment of the consent is received. Revenue from fees charged for resource consent
processing is recognised in proportion to the stage of completion. Work performed is invoiced monthly until completion.

Entrance Fees

Entrance fees are fees charged to users of the Council s local facilities, such as the pools. Revenue from entrance fees is recognised upon
entry to such facilities.

Provision of goods and services

Services provided to third parties on commercial terms are exchange transactions. Revenue from these services is recognised by reference
to the stage of completion of the transaction at balance date. based on the actual service provided as a percentage of the total services to
be provided.

Contributions

Development and financial contributions are recognised as revenue when the Council provides, or is able to provide, the service for which
the confribution was charged. Otherwise development and financial contributions are recognised as liabilities until such time as the Council
provides, or is able to provide the service,

Vested or donated physical assets

For assets received for no or nominal consideration, the asset is recognised at its fair value when the Council obtains control of the asset.
The fair value of the assetis recognised as revenue, unless there is a use or return condition attached to the asset.

The fair value of vested or donated assets is usually determined by reference to the cost of constructing the asset For assets received from
property developments, the fair value is based on construction price information provided by the property developer.

For long-lived assets that must be used for a specific use (e.g. land must be used as a recreation reserve), the Council

immediately recognises the fair value of the asset as revenue. A liability is recognised only if the Council expects that it
will need to return or pass the asset to another party.

Infringement fees and fines

Infringement fees and fines mostly relate to traffic and parking infingements and are recognised when the infingement
notice is issued. The fair value of this revenue is determined based on the probability of collecting fines, which is
estimated by considering the collection history of fines over the preceding 2-year period.
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Landfill fees

Fees for disposing of waste are recognised as waste is disposed of by users.

Sale of Goods and Services

Revenue from the sale of goods and services is recognised when a product is sold or service provided to the customer.

Interest and dividends

Interest revenue is accrued on a time basis using the effective interest method, by reference to the principal outstanding
and at the interest rate applicable. Interest revenue on an impaired financial asset is recognised using the original
effective interest rate. Dividends are recognised when the right to receive payment has been established. When dividends
are declared from pre-acquisition surpluses, the dividend is deducted from the cost of the investment.

Donated and bequeathed financial assets

Donated and bequeathed financial assets are recognised as revenue unless there are substantive use or return
conditions. A liability is recorded if these are substantive use or return conditions and the liability released to revenue as
the conditions are met. (e.g. as the funds are spent for the nominated purpose).

The specific accounting policies for significant expenditure tems are explained below.

All borrowing costs are recognised as an expense in the period in which they are incurred.

Non-discretionary grants are those grants that are awarded if the grant application meets the specified criteria and are
recognised as expenditure when an application that meets the specified criteria for the grant has been received.
Discretionary grants are those grants where the Council has no obligation to award on receipt of the grant application and
are recognised as expenditure when approved by the Council and the approval has been communicated to the applicant.
The Council’s grants awarded have no substantive conditions attached.

Operating Leases

An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to ownership of an
asset. Lease payments under an operating lease are recognised as an expense on a straight line basis over the lease
term. Lease incentive received are recognised in the surplus or deficit as a reduction of rental expense over the lease
term.

Operating Leases as lessee
Council leases property, plant and equipment in the normal course of its business. The majority of these leases have non

cancellable term of 36 months.

Leases can be renewed at the Council’s option, with rents set by reference to current market rates for items of equivalent
age and condition. The Council does not have the option to purchase the asset at the end of the lease term.

There are no restrictions placed on the Council by any of the leasing arrangements.
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Contractual commitments

These are commitments for which a formal contract has been entered into at balance date. Theses commitments are
based on the legal commitment outstanding under contracts. They do not take in account any additional work required
due to emergency events or any adjustments to costs based on inflation.

Income tax expense includes components relating to both current tax and deferred tax. Current tax is the amount of
income tax payable based on the taxable profit for the current year, plus any adjustments to income tax payable in respect
of prior years. Current tax is calculated using tax rates (and tax laws) that have been enacted or substantively enacted at
balance date. Deferred tax is the amount of income tax payable or recoverable in future periods in respect of temporary
differences and unused tax losses. Temporary differences are differences between the carrying amount of assets and
liabilities in the statement of financial position and the corresponding tax bases used in the computation of taxable profit.
Deferred tax is measured at the tax rates that are expected to apply when the asset is realised or the liability is settled,
based on tax rates (and tax laws) that have been enacted or substantively enacted at balance date. The measurement of
deferred tax reflects the tax consequences that would follow from the manner in which the entity expects to recover or
settle the carrying amount of its assets and liabilities. Deferred tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised to the extent that it is probable that taxable profits will be
available against which the deductible temporary differences or tax losses can be ufilised. Deferred tax is not recognised if
the temporary difference arises from the initial recognition of goodwill or from the initial recognition of an asset or liability in
a transaction that is not a business combination and at the time of the transaction, affects neither accounting profit nor
taxable profit. Current and deferred tax is recognised against the surplus or deficit for the period, except to the extent that
it relates to a business combination, or to transactions recognised in other comprehensive revenue and expense or

directly in equity.

Balance Sheet
Equity & Reserves

Equity is the community’s interest in the Council and is measured as the difference between total assets and total liabilities. Equity is
disaggregated and classified into the following components

Operating reserves;

Capital reserves;

Asset revaluation reserves:

Other reserves & special funds reserves: and
Accumulated general funds.

. & 8 8 »

Operating reserves

Operating reserves consist of surpluses eamed over time, and funds set aside for special purposes. These reserves
represent funds available for the use in trading and operation of Council for special purposes. All special purpose funds and
assets are separately accounted for and balanced with the cash resources retained by Council for special purposes.

Capital reserves

Pursuant to the policy for funding of capital expenditure adopted by the Council as part of the Long-Term Plan, a Capital
Reserve has been created for all activities of Council that involve assets. The movements within the capital reserves involve
all capital revenue received for the activity and any capital expenditure incurred within that activity. The capital revenue
includes depreciation funded from rates, financial contributions, upgrade contnbutions and grants. Depending on the
movements in the capital reserve, the balance can be in funds or in deficit. An interest component is applied to the capital
reserve depending on whether the reserve is in funds or deficit.
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Asset revaluation reserves

This reserve comprises the cumulative net change in the fair value through other comprehensive revenue and expenditure
of certain classes of Property, Plant and Equipment and Equity instruments such as shares and bonds held.

Other Reserves & Special Funds Reserves

Other reserves

Other reserves consist of funds which have been received over time by the Council, usually by way of a donation or bequest,
the terms of which restrict the use of funds. Each amount has been set up as a trust fund to maintain a degree of
independence from general Council funds. All such funds are separately accounted for and are not available for any other
purpose.

Restricted reserves
Restricted reserves are those reserves subject to specific conditions accepted as binding by the Council and which may not

be revised by the Council without reference to the Courts or a third party. Transfers from these reserves may be made only
for certain specified purposes or when certain specified conditions are met.

Council-created reserves

Council-created reserves are reserves established by Council decision. The Council may alter them without reference to
any third party or the Courts. Transfers to and from these reserves are at the discretion of the Council.

Accumulated General Funds

Accumulated General Funds consist of all other equity transactions not classified as operafing reserves, capital reserves,
asset revaluation reserves, other reserves or special reserves.

Cash and cash equivalents

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid investments
with original maturities of three months or less, and bank overdrafts. Bank overdrafts are shown within borrowings in current
liabilities in the statement of financial position.

Trade and Other Receivables

Trade and other receivables are recorded at the amount due, less an allowance for expected credit losses (ECL). The
Council and group apply the simplified ECL model of recognising lifetime ECL for receivables. In measuring ECLs,
receivables have been grouped into rates receivables, and other receivables, and assessed on a collective basis as they
possess shared credit risk characteristics. They have then been grouped based on the days past due. A provision matrix is
then established based on historical credit loss expenence, adjusted for forward looking factors specific to the debtors and
the economic environment.

Rates are “written-off”:
« when remitted in accordance with the Council's rates remission policy; and
« inaccordance with the write-off criteria of sections 90A (where rates cannot be reasonably recovered) and 90B (in
relation to Maori freehold land) of the Local Govemment (Rating) Act 2002.
Other receivables are written-off when there is no reasonable expectation of recovery.

Goods and Services Tax (GST)
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All items in the financial statements are stated exclusive of GST. Where GST is not recoverable as input tax, it is recognised
as part of the related asset or expense.

The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is included as part of
receivables or payables in the statement of financial position.

The net GST paid to, or received from the IRD, including the GST relating to investing and financing activities, is classified
as an operating cash flow in the prospective statement of cash flows.

Commitments and contingencies are disclosed exclusive of GST,

Financial assets/financial liabilities

The Council shall recognise a financial asset or a financial liability in its statement of financial position when, and only when,
the Council becomes party to the contractual provisions of the instrument.

At initial recognition, the Council shall measure a financial asset or financial liability at its fair value plus or minus, in the
case of a financial asset or financial liability not at fair value through surplus or deficit, transaction costs that are directly
attributable to the acquisition or issue of the financial asset or financial liability.

Financial Assets are classified as either: (1) Amortised Cost, (2) Fair value through profit or loss, or (3) Fair Value through
other comprehensive income.

A financial asset shall be measured at amortised cost if both of the following conditions are met:

(a) the financial asset is held within a business model whose objective is to hold financial assets in order to collect contractual
cash flows and

(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through other comprehensive revenue or expense if both of the following
conditions are met:

(a) the financial asset is held within a business model whose objective is achieved by both collecting contractual cash flows
and selling financial assets; and

(b) the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of principal
and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through surplus or deficit unless it is measured at amortised cost or at fair
value through other comprehensive revenue and expense. However an entity may make an imevocable election at initial
recognition for particular investments in equity instruments that would otherwise be measured at fair value through surplus
or deficit to present subsequent changes in fair value in other comprehensive revenue and expense.

Financial assets classified at amortised cost are subsequently measured at amortised cost using the effective interest
method, less any expected credit losses. Where applicable, interest accrued is added to the investment balance.
Instruments in this category include term deposits, community loans, and loans to subsidiaries and associates.

Subseqguent meas urement of financial assels at FVTOCRE

Financial assets in this category that are debt instruments are subsequently measured at fair value with fair value gains and
losses recognised in other comprehensive revernue and expense, There is no assessment for impairment when fair value
falls below the cost of the investment. When sold, the cumulative gain or loss previously recognised in other comprehensive
revenue and expense is transferred to accumulated funds with equity. The Council and group desinate into theis category
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all equity investments that are not included in its investment fund portfolio, and if they are intended to be held for the medium
to long-term.

Expected credit loss allowance (ECL)

The Council and group recognise an allowance for ECLs for all debt instruments not classified as FVTSD. ECLs are the
probability-weighted estimate of credit losses, measure at the present value of cash shortfalls, which is the difference
between the cash flows due to Council and group in accordance with the contract and the cash flows it expect to receive.
ECLs are discounted at the effective interest rate of the financial asset.

ECL’s are recognised in two stages. ECLs are provided for credit losses that result from default events that are possible
within the next 12 months (a 12-month ECL). However, if there has been a significant increase in credit risk since initial
recognition, the loss allowance is based on losses possible for the remaining life of the financial asset (Lifetime ECL).

When determining whether the credit risk of a financial asset has increased significantly since initial recognition, the Council
and group considers reasonable and supportable information that is relevant without undue cost or effort. This includes
both quantitative and qualitative information and analysis based on the Council and group's historical experience and
informed credit assessment and included forward-looking information.

The Council and group consider a financial asset to be in default when the financial asset is more than 90 days past due.
The Council and group may determine a default occurs prior to this if intemal or external information indicates the entity is
unlikely to pay its credit obligations in full.

Financial Liabilities are classified as either: (1) Amortised Cost, (2) Fair value through profit or loss.

Financial liabilities are generally classified and measured at amortised cost, unless they meet the criteria for classification
at fair value through profit or loss.

A financial liability is classified as a financial liability at fair value through profit or loss if it meets one of the following
conditions:

= It is held for trading, or

= Itis designated by the entity as at fair value through profit or loss (note that such a designation is only permitted if specified
conditions are met).

A financial hability is held for trading if it meets one of the following conditions:

«Itis incurred principally for the purpose of repurchasing it in the near term

= On initial recognition it is part of a portfolio of identified financial instruments that are managed together and for which there
is evidence of a recent actual pattern of short-term profit-taking, or

« It is a denvative (except for a derivative that is a financial guarantee contract or a designated and effective hedging
instrument).

Inventories

Inventories are held for distribution or for use in the provision of goods and services. The measurement of inventories depends on whether
the inventories are held for commercial or non-commercial (distribution at no charge or for a nominal charge) distribution or use. Inventories
are measured as follows:

Commercial: measured at the lower of cost and net realisable value

Non-commercial: measured at cost, adjusted for any loss of service potential

Cost is allocated using the first-in-first-out (FIFO) method. which assumes the inventories that were purchased first are distributed or used
first.
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Inventories acquired through non-exchange transactions are measured at fair value at the date of acquisition.

Any write-down from cost to net realisable value or for the loss of service potential is recognised in the surplus or deficit in the year of the
write-down.

When land held for development and future resale is transferred from inves tment property/property, plant, and equipment to inventory, the
fair value of the land at the date of the transfer is it deemed cost
Costs directly attributable to the developed land are capitalised to inventory, with the exception of infrastructural asset costs

which are capitalised to property, plant, and equipment.

Standing forestry assets are independently revalued annually at fair value less estimated costs to sell for one growth cycle.
Gains or losses arising on initial recognition of forestry assets at fair value less costs to sell and from a change in fair value
less costs to sell are recognised in the surplus or deficit. Forestry maintenance costs are recognised in the surplus or deficit
when incurred.

Property, plant and equipment

Operational assets are tangible assets that are able to be dealt with as part of the operating strategy. These include
operational land, buildings and improvements, furniture and fittings, plant and equipment, computer hardware, motor
vehicles, office equipment, resource recovery parks and heritage assets.

Restricted assets are parks and reserves owned by Council, which provide a benefit or service to the community and cannot
be disposed of because of legal or other restrictions. They include reserves vested under the Reserves Act, and
endowments and other property held in trust for specific purposes.

Infrastructure assets are the fixed utility systems owned by the Council and group. Each asset class includes all tems that
are required for the network to function. For example, sewer reticulation includes reticulation piping and sewer pump
stations.

An unformed or paper road is a term for a road that is legally established and recorded in survey plans, but has not been
formed, and that ownership of the land associated with the paper road resides with Council. Council does not recognise
land under unformed paper roads in the financial statements because there is little or no service potential from the majority
of these paper roads. Valuing these assets is also difficult. It is difficult to measure the service benefit to the public from
having access to these routes. There is also limited market data detailing recent sales of such small individual areas
arguably due to the high cost of disposal.

The cost of an item of property, plant, or equipment is recognised as an asset ifand only if, itis probable that future economic
benefits or service potential associated with the item will flow to the Council and group and the cost of the item can be
measured reliably.

Work in progress is recognised at cost less impairment and is not depreciated.

In most instances, an item of property, plant and equipment is initially recognised at its cost. Where an asset is acquired
through a non-exchange transaction, it is recognised at its fair value as at the date of acquisition.

Disposals
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Gains and losses on disposals are determined by comparing the disposal proceeds with the carrying amount of the asset.
Gains and losses on disposals are reported net in the surplus or deficit. When revalued assets are sold, the amounts
included in asset revaluation reserves in respect of those assets are transferred to accumulated funds.

Subsequent costs

Costs incurred subsequent to initial acquisition are capitalised only when it is probable that future economic benefits or
service potential associated with the item will flow to the Council and the cost of the item can be measured reliably. The
costs of day-to-day servicing of property, plant and equipment are recognised in the surplus or deficit as they are incurred.

The carrying values of revalued items are assessed annually to ensure that their carrying amount does not differ matenally
from fair value and at least every three years. If there is a material difference, then the off-cycle asset classes are revalued.
Revaluations of property, plant, and equipment are accounted for on a class-of-asset basis.

The net revaluation results are credited or debited to other comprehensive revenue and expense and are accumulated to
an asset revaluation reserve in equity for that class-of-asset. Where this would result in a debit balance in the asset
revaluation reserve, this balance is not recognised in other comprehensive revenue and expense but is recognised in the
surplus or deficit. Any subsequent increase on revaluation that reverses a previous decrease in value recognised in the
surplus or deficit will be recognised first in the surplus or deficit up to the amount previously expensed and then recognised
in other comprehensive revenue and expense.

Depreciation is provided on a straight-line basis on all property, plant and equipment, other than land, at rates that will write
offthe cost (or valuation) of the assets to their estimated residual values over their useful lives.

INTANGIBLES

Acquired computer software is capitalised on the basis of costs incurred to acquire and bring to use the specific software.
Costs that are directly aftributable with the development of software for internal use are recognised as an intangible asset.
Direct costs include the software development employee costs and an appropriate portion of relevant overheads.

Staff training costs are recognised in the surplus or deficit when incurred.

Costs associated with maintaining computer software are recognised as an expense when incurred. Costs associated with
development and maintenance of the Council’s website are recognised as an expense when incurred.

Easements are not cash generating in nature, instead they give Council the right to access private property where
infrastructural assets are located. Council has not valued and recognised easements as an intangible asset under PBE
IPSAS 31 Intangible Assets. The work required identifying and developing a central register to record easements and paper
roads would be considerable and difficult to ensure that it was comprehensive and complete. Council is also concerned that
the cost to establish the register would be substantial with minimal benefits being achieved. Registered valuers would have
difficulty determining a fair value for the easements due to their unique nature, and having no active market for this particular
asset type. There is also no recognised valuation methodology. For these reasons, Council has opted not to recognise
easements as an intangible asset because they cannot be quantified and the value of the easements cannot be measured
reliably.

Purchased Carbon credits are recognised at cost on acquisition. Acquired Carbon Credits from the Crown are recognized
at fair value on receipt. In the absence of an Active Market Carbon Credits are brought in at their costto the Council. Carbon
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Credits are not amortised, but are instead tested for impairment annually. They are derecognised when they are used to
satisfy carbon emission obligations.

The carrying value of an intangible asset with a finite life is amortised on a straight line basis over its useful life. Amortisation
begins when the asset is available for use and ceases at the date that the asset is derecognised. The amortisation charge
for each period is recognised in the surplus or deficit.

Employee Entittements

Short Term Employee Entitiements

Employee benefits expected to be settled within 12 months of balance date are measured at nominal values based on
accrued entitlements at current rates of pay.

These include salearies and wages accrued up to balance date, annual leave earned to, but not yet taken at balance date,
and sick leave.

Long Term employee entittements
Employee benefits that are due to be settled beyond 12 months after the end of the period in which the employee renders
the related service, such as long service leave and retirement gratuities, have been calculated on an actuanal basis.

The calculations are based on:
« Likely future entittements accruing to staff, based on years of service, years to entitlement, the likelihood that staff
will reach the point of entittement; and contractual entittement information ; and
« The present value of estimated future cash flows

Presentation of employee entittements

Sick leave, annual leave, and vested long service leave are classified as a current liability, Non-vested long service leave
and retirement gratuities expected to be settled within 12 months of balance date are classified as a current liability. All
other employee entitiements are classified as a non-current liability.

A provision is recognised for future expenditure of uncertain amount or timing when: « there is a present obligation (either
legal or constructive) as a result of a past event; « itis probable that an outflow of future economic benefits will be required
to settle the obligation; and + a reliable estimate can be made of the amount of the obligation. Provisions are measured at
the present value of the expenditures expected to be required to settle the obligation using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the
provision due to the passage of time is recognised as an interest expense and is included in “finance costs”.

Short-term payables are recorded at the amount payable.

The budget figures are those approved by the Council in its Long Term Plan 2021-31. The budget figures have been
prepared in accordance with NZ GAAP, using accounting policies that are consistent with those adopted in preparing these
financial statements.

Critical Accounting Estimates and Assumptions
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In preparing these financia statements, estimates and assumptions have been made concerning the future.

These estimates and assumptions may differ from the subsequent actua results. Estimates and assumptions are
continudly evaluated and are based on historical experience and other factors, induding expectations or future events
that are believed to be reasonable under the circumstances.

The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year are:
« [Estimating the fair value of land, buildings, and infrastructural assets — see Note 18 Property, plant and equipment.
« Estimating the retirement obligation — see Note 21. Employee entitlements.
« Estimating the landfill aftercare provision — see Note 22: Provisions.

Critical judgements in applying accounting policies

Management has exercised the following critical judgements in applying accounting policies:
« Classification of property — see Note 18: Property, plant and equipment.
« Accounting for suspensory loan from Housing New Zealand - see Note 4. Revenue.
« Accounting for donated or vested land and buildings with use or return conditions - see MNote 4. Revenue.
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Revenue

Rates

Fees, charges and metered rates for water supply
Subsidies and grants

Finance revenue

Other Revenue

Development and Financial Contributions

Vested Assets

Other gains / (losses)

Total operating revenue

Expenditure

Personnel costs

Other expenses

Finance costs

Depreciation and amortisation expense
Total operating expe nditure

Operating surplus (deficit) before tax

Income Tax Expense
Operating surplus (deficit) after tax

Other compre hensive revenue and expense

Items that could be reciossified to surplusideficit)
Financial assets at fair value through other comprehensive
revenue and expense

Gain on revaluation of property, plant and equipment

Total other comprehensive revenue and expense

Total comprehensive revenue and expense

Prospective Statement of Comprehensive Revenue and Expense

13.9% 17.4% 10.4% 8.4% 8.0% 5.1% 3.6% 2.9% 5.7% 0.7%

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027/2028 2028/2029 2029/2030 2030/ 2031
40 4% 54 4% 57.1% 54 0% 58.1% 59.0% 58.6% 57.5% 59.2% 60.1%
10,829 12,334 14,477 15977 17324 18714 15,664 20,372 20,964 22,164 22,317
- 1,945 2,053 2,168 2,278 2383 2,495 2,615 2742 2,876 3,019
3,523 8,704 3,005 2,517 3,049 3127 3197 3,525 3932 3,761 3,883
940 315 3 328 416 420 4 513 516 520 524
4,477 2,683 1625 1,608 1,582 1422 1579 15711 1681 1,218 1,286
1,507 1,684 2,128 2,293 4,235 3462 3,760 3,870 4,289 4,451 4,007
1,274 2,881 2,979 3,060 3,144 2,125 2,185 2,253 2,326 2,402 2,105
= - 30 28 27 27 27 27 27 27 27
22,550 30.546 26,621 7875 32,055 31680 3333 34746 36,477 37415 37128
5,309 5,060 5,396 5,475 5,649 sMn7 5,781 5,845 5,911 5,988 6,067
11,203 15,373 13,002 13,452 13295 13664 14,390 14,502 15,207 16,048 16,104
151 54 290 372 456 563 627 653 540 408 257
4,438 4,439 4,914 5,076 5,093 5567 5,734 5,777 6,254 6,322 6,360
21,101 24,926 23,602 24,375 24453 25511 26,532 26,777 27,912 28,766 28,788
1,449 5,620 3,019 3,604 7,562 6,169 6,799 7,969 8,565 8,653 8340
1,449 5,620 3,019 3,604 7,562 6,169 6,799 7,969 8,565 8,653 8,340
417 413 439 456 474 492 512 532 552 574
519 12,538 95 - 21,143 193 - 25,099 205 - 29,468
519 12.965 518 439 21599 667 492 25,611 737 552 30.042
1,968 18,585 3,537 4,043 29,161 6,836 7,291 33,580 9,302 9,205 38,382
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_________________________________________________________________________________________________________________________________|
Prospective Statement of Changes in Equity

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast
2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027 /2028 2028/2029 2029/2030 2030/ 2031
Equity balance at 1 July 258,980 295,605 314,191 317,729 321,774 350934 357,112 365,061 398,641 407,942 417,146
Comprehensive income for year 1,968 18,585 3,537 4,043 29,161 6836 7291 33,580 8,302 9,205 38,382
Equity Balance 30 June 160,948 314,150 317,728 321,772 350,935 357,770 365,063 398,641 407,943 417,147 455,528
Components of Equity
Retained Earnings at 1 July 122,841 114,751 124,400 127,024 128,861 138 696 142,928 146,849 151,803 156,758 160,383
Transfers tofifrom) Retained Earnings - 4,029 (397) (1.768) 22N 1937 2879 (3,014) (3.610) (5.027) (4,551)
Net Surplus/(Deficit) 1449 5620 3019 3604 1562 6169 6,799 7,569 8565 8653 2340
Retained earnings 30 June 124,250 124,400 127,024 128,861 138,696 142928 146,849 151,803 156,758 160,383 164,171
Aszet Revaluation Reserves at 1 July 123,568 150,405 163,370 163,887 164,326 185 926 186,592 187,085 212,695 213,432 213,984
Revaluation Gains 519 12,965 518 439 21,598 667 492 25611 737 552 30,042
Revaluation Reserves 30 June 124,087 163.370 163.887 164,326 185,926 186 592 187.085 212,695 213432 213,984 244,026
Special Funded Reserves at 1 July 9.372 10.060 8810 8.554 8,554 8554 8554 8,554 8,554 8,554 8554
Transfersto / (from) reserves - (1,250} 256) - = - - = - B -
Council created Reserves 30 June 9.372 8810 8,554 8,554 8,554 8554 8554 8,554 8,554 8,554 8,554
Activity Reserves at 1 July 3,199 20.389 17.610 18,263 20,031 17,759 19,696 22,575 25,589 29,199 34226
Transfersto/ (from) reserves : (2,779) 653 1768 2,272) 1937 2,879 3,014 3610 5,027 4551
Council created Reserves 30 June 3199 17.610 18,263 20,031 17,758 19696 22,575 25,589 29,199 34226 38,717
Equity at 30 June 260,948 314£|J 317.728 &??2 350,935 357,770 365,063 398,641 42?.94! 41 ?44? 455,528
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Prospective Statement of Financial Position

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027 /2028 2028/2029 2029/2030 2030/ 2031
ASSETS
Current Assets
Cagh and cash equivalents 7,249 11.851 11,826 11,802 11,779 11755 11731 11,706 11,681 11,655 11,629
Rece wables 2,670 3,884 3,980 4,071 4,160 4251 4,344 4,439 4,537 4,636 4,737
Prepayments - 95 95 95 95 95 95 95 95 95 95
Inventories 2,282 66 66 66 66 66 66 66 66 66 66
Short Term Investments 1,526 9,943 9,943 9,943 9,943 5943 9,943 9,943 9,943 9,943 5943
Total Current Assets 13,727 25,839 25,910 254977 26,043 26,110 26,179 26,249 26,322 26,395 26,470
Non-Current Assets
Plant, property and équipment 242,449 284,002 293,585 296,843 330,826 342677 345,666 374172 377,696 379,976 411,652
Intangible assets . 784 784 784 784 T84 784 784 784 784 784
Forestry 6.557 8.062 8.083 8101 8119 8137 8155 8173 8191 8,208 8227
Investment Property . 4073 4083 4,083 4,102 4111 4,120 4,129 4,138 4,147 4,156
Inventory term - 468 468 468 468 468 468 468 468 468 468
Investment in CCOs and other similar entities = 91 83 74 66 57 48 39 30 20 10
Other financial assets 12,349 10.834 11256 11 695 12151 12 625 13.117 13 629 14 160 14,713 15,287
Total Non-Currént Assets 261,355 308,314 318,342 322,058 356,516 368,859 372,358 401,394 405,467 408,317 440,584
TOTAL ASSETS 275,082 334,153 334,252 348,035 382,559 394,969 398,537 427,643 431,789 434,712 467,054
LIABILITIES
Current Liabilities
Payables 323 3,799 3.869 3,937 4,002 4070 4,138 4210 4281 4,356 4431
Employee benefit liabilities 329 289 189 289 289 289 289 289 289 289 289
Provisions - 54 54 54 54 54 54 54 54 54 54
Borrowings . 2,709 2,700 2713 2,730 3793 4,544 5227 6,355 6,114 2,700
Total Current Liabiities 3,560 6,851 6,912 6,993 7075 8,206 9,025 9,780 10,979 10,813 7474
Non-Current Liabilities
Provisions 52 - - . . - - - - - N
Employee benefit liabilities 22 - - - - - - - - - -
Borrowings 10,500 13,112 19,612 19,270 24,549 28993 24 443 19,222 12,867 6,752 4,052
Total Non-Current Liabilities 10,574 13,112 19,612 19,270 24,549 28,993 24,449 19,222 12,867 6,752 4,052
TOTAL LIABILITIES 14,134 19,963 26,524 26,263 31,624 37,199 33,474 29,002 23,846 17,565 11,526
NET ASSETS 260,948 314,190 317,728 321,772 350,935 357,770 365,063 398,641 407,943 417,147 455,528
EQumy
Retained Earnings 124,290 124,400 127,024 128,861 138,696 142 928 146,849 151.803 156,758 160,383 164,171
Asset Revaluation Reserves 124,087 163,370 163,887 164,326 185,926 186 592 187,085 212,695 213,432 213,984 244,026
Special funds 9.372 8.810 8,554 8,554 8,554 8554 8,554 8,554 8,554 8,554 8,554
Activity reserves 3199 17,610 18,263 20031 17.759 19 696 22,575 25,589 29,199 34226 38777
TOTAL EQUITY 260,948 314,190 317,728 321,772 350,935 357,770 365,063 398,641 407,943 417,147 455,528
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Forecast Funding Impact Statement

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

2020/2021 20212022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027/2028 2028/2029 2029/2030 2030/ 2031

Sources of Operating Funding

General rates, uniform annual general charge, rates penafties 4,500 5,965 6,837 7.560 7,587 8272 8,467 8,601 8,476 9,123 5,132
Targeted rates 6,089 6,370 7,641 8,417 9,337 10443 11,188 11,7711 12,487 13,041 13,185
Subsidies and grants for operating purposes 1,993 3.969 1272 1324 1,359 1394 1.431 1,468 1,751 1,546 1,586
Fees and charges . 1345 2.053 2.168 2.278 2383 2.455 2.615 2742 2876 3.019
Interest and dividends from investments 940 315 324 328 416 420 a2 513 516 520 524
Local authorities fuel tax, fines, infringement fees, and other 4,317 2,683 1,625 1,608 1,582 1422 1,579 1571 1,681 1,218 1,246
receipts
Total Operating Funding (A) 18,239 21,247 19,752 21,405 22,959 24,334 25,594 26,539 27,653 28,324 28,692
Applications of Operating Funding
Payments to staff and suppliers 16,512 20.266 18.399 18,925 18,544 19383 20,173 20,347 21,117 22,038 22,173
Finance costs 151 54 250 in 456 563 627 653 540 408 257
Other ope rating funding applic ations - = = - - = = = = = =
Total applications of operating funding (B) 16,663 20,320 18.689 19,297 19,400 19,946 20,800 21,000 21,657 22,446 22,430
Surplus (deficit) of operating funding (A-8) 1,576 927 1,063 2,108 3,559 4,388 4,794 5,539 5,996 5,878 6,262
Sources of capital funding
Subsidies and grants for capital expenditure 1,530 4,735 1,733 1,193 1,690 1733 1,767 2,057 2,180 2,216 2,297
Development and financial contributions = 1,684 2,128 2,293 4,235 3462 3.760 3,870 4,289 4,451 4,007
Increase (decrease) indebt 10,500 15,819 6.491 328) 5.296 5507 3.793) 14,544) 5.227) (6.355) (6.114)
Gross proceeds from sale of assets = = = = : = = b o - -
Lump sum contributions 1,507 - - . . . - b - = -
Other dedicated cap tal funding . . B - - - - . . . .
Total sources of capital funding (C) 13,537 22,238 10.352 3.158 11,221 10,702 1.734 1,383 1,242 312 190
Applications of capital funding
Capital expenditure
- to meet additional demand . 1,477 542 822 8,197 8434 18 19 19 20 30
- 1o improve the level of service 10,846 14,753 8.058 1427 3.064 3003 3112 3,617 3.711 2,581 2,705
- to replace existing assets 3421 6.810 2.823 3.025 3.528 3572 3.407 3.295 3517 3.599 3727
Increase (decrease) inreserves 845 - - - - - - - - - -
Increase (decrease) of investments . 125 [t:3] 8) 3] 8 18] 9] 9] (10} (10}
Total applications of capital funding (D) 15,113 23,165 11415 5,266 14,780 15,090 6.528 6.922 7.238 6,190 6.452
Surplus (deficit) of capital funding (C-D) (1,576) [927) [1,063) (2,108) (3,559) (4,388) (4,794) (5,539) (5,996) (5,878) (6.262)
Funding Blance (1 8)+(CO) e S —
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|
Forecast Cash Flow Statement

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

2020/2021 2021/2022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027/2028 2028/2029 2029/2030 2030/2031
Cash flows from operating activities

Receipts from rates revenue 10,829 12,334 14,381 15,886 17,235 18 23 19,571 20,277 20,866 22,064 22,216
Subsidies and grants received 3523 8.704 3,005 2517 3,049 3127 3197 3,525 3932 3761 3.883
Receipts from other revenue 5.984 4,628 3.678 3.776 3.860 3 805 4074 4,186 4423 4,094 4.265
Interest received 940 315 324 328 416 420 424 513 516 520 524
Financial and development contributions received - 1,684 2,128 2,293 4,235 3462 3,760 3,870 4,289 4,451 4,007
Payments to suppliers and employees (16,160) (20,265} (18,327) (18,858) (18,878) (19,315) (20,101) (20,277 (21,047) 21,963) (22,098)
Interest paid (151) 54) 290) (372) (456) (563) (627) (653) (540) (408) (257)
Net Cashflow from Operating Activity 4,965 7,346 4,899 5,570 9461 9559 10,298 11,441 12,439 12,519 12,540
Receipts from sale of investments - 10.488 9.951 9.951 9.952 5952 9,952 9,952 9.952 9,953 9,953
Receipts from sale of property, plant and equipment - - - . . - - - - - -
Purchase of investments = (10.480) (9.943) 19.943) 9.943) 5.543) (9.543) 19.943) 9.943) 19.943) 19.943)
Purchase of property, plant and equipment (15,541) (23,040) (11,423} 5,274} (14,7839) (15,098) (6,538) (6,931) (7.247) (6,200) (6,463)
Net Cashflow from Investing Activity 115.541) 123.032) 11,415} (5.266) (14,780) 15090 6.529) 16.922) (7.238) 16,190} (6.453)
Cash flow from financing activities
Proceeds from borrowings 10.500 15.819 9,200 2372 8,009 8237 - - - - -
Repayment of borrowings : : 2.709) (2,700} 2,713) (2.730) (3.793) (4.544) (5.227) (6,355) (6.114)
Net Cashflow from Financing Activity 10,500 15,819 6,491 (328) 5,296 5507 3.793) (4,544) 15.227) (6.355) (6,114)
Net Increase (Decrease) in Cash Held (76) 133 25) (24) 23) 24) 124) (25) (26) (26) 27)
Add Opening Cash bought forward 1,325 11,718 11,851 11,826 11,802 11778 11,755 11,731 11,707 11,681 11,656
Closing Cash Balance 7.249 11,851 11.826 11.802 11,779 11755 11,731 11,706 11,681 11,655 11.629
Closing Balance made up of Cash and Cash Equivalents 7,249 11,851 11.826 11,802 1,779 1L755 11731 11,706 11,681 11,655 11629
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RECONCILIATION FIS to Comprehensive Income

AP Budget Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast Forecast

2020/2021 20212022 2022/2023 2023/2024 2024/2025 2025/2026 2026/2027 2027 /2028 2028/2029 2029/2030 2030/ 2031
Surplus (deficit) of operating funding 1.576 927 1063 2,108 3,559 4,388 4,794 5.539 5.996 5.878 6,262
Add f (deduct)
Subsidies and grants for capital 1,530 4,735 1733 1,193 1,690 1733 1767 2,057 2,180 2,216 2,297
Other dedicated capital funding . - - . . - - . . - -
Development and financial contributions 1,507 1,684 2,128 2,293 4,235 3462 3,760 3870 4,289 4,451 4,007
Vested assets 1,274 2,881 2,979 3,060 3,144 2125 2,185 2,253 2,326 2,402 2,105
Other Gains & losses - - 30 28 27 27 27 27 27 27 27
Costof Good Sold and rounding . (168) - 2} - 1 - - 1 1 2
Landfill Post Closure
Movement in Rates balance
Depreciation expense (4,438) (4.439) 4.914) 15,076} (5.093) (5567 15.734) 5711 (6,254) 6,322) 16,360)
Surplus / (defidt) Statement of comprehensive Income 1,449 5,620 3,019 3,604 7,562 6,169 6,799 7,969 8,565 8,653 8,340
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Our Financial Strategy 2021-2031
1. SUMMARY i

The Financial Strategy outlines how we will manage our finances over the next ten years. It sets out our
general approach and principles that we will follow and provides a guide to assess spending proposals.

The Strategy includes limits on rates levels, rates rises and borrowing, and aims to promote financial
stability and affordability over the short, medium and long-term. In simple terms, the strategy determines
the size of our cake over the next ten years, while our policy decisions will determine how the cake is cut.

Our district has been growing and this growth coupled with fast-approaching regulatory deadlines for
some of our network infrastructure, will see an increased capital expenditure programme for our district
over the next ten years. This will mean that we will be increasing our debt to levels that we have not done
so before. However, we are currently in a strong financial position, largely due to previous Council decisions
and direction focused on infrastructure renewals and replacements.

The aim of our Financial Strategy is to ensure Council remains financially stable, while financing key
priorities.

Our financial future
Our projections for the next ten years show the following picture for 2031:

# Total assets are forecast to be $466 million (2020/21: $275 million).

* Total equity is forecast to be $455 million (2020/21: $260 million).

* Liabilities are forecast to be $11.5 million (2020/21: $14.1 million) & 2.5% of total assets (2020/21:
5.1%).

# Cash investments are budgeted to be $3.8 million, (2021/21: $7.2 million)

* Rates revenue is budgeted to contribute 60.1% of totalincome (2020/21: 41.3%).

* At no time over the period 2021/22 - 2030/31 do we expect to breach our debt ratio limits

* Council will retain its strong financial position

2. INTRODUCTION

For decades, Council has held rates at a low level however we now require investment across a range of
our Council property, infrastructure and business as usual operational services to ensure that our districtis
fit for the future.

In response to the short-term impacts of COVID-19 last year, we reduced our rates rise as a one-off support
to the community. We acknowledge that there may still be households and businesses with reduced
incomes due to the prolonged effects of COVID-19 that remain concerned about their financial stability. We
appreciate this has a flow on effect to their wider wellbeing, however it is necessary for Council to take a
financially prudent approach in setting its rates requirements going forward.

Our strategy addresses the need to increase service levels while taking account of our growth pressures. In
the last Long Term Plan (2018-2028) Council signalled they would increase rates by 8% until 2025 and
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therafter our rates increases would be 7% per year to 2028. Last year Council recognised that our —

community was impacted by the border closures and the drop in international tourism. Council reduced &N
the rates take to 4.5% and Council utilised internal reserves and used the proceeds from the sale of carbon
credits to offset the rates increase. This is not a sustainable or resilient approach going forward.

MANAGING OUR TOURISM DESTINATION

Pre-COVID-19, tourism increased at a significant rate. While this was good for our economy, it placed
considerable pressure on our district, communities and infrastructure. We have used central government
funding when available for tourism infrastructure projects, but this still comes at a cost to our communities
who pay for the ongoing maintenance and replacement of these facilities. We are taking the opportunity to
prepare a destination management plan (Te Manahuna Ki Uta) with our tourism partners to ensure that we
can plan for and manage the tourism future that benefits our communities, environment and economy. We
will continue to progress Te Manahuna Ki Uta / Destination Mackenzie to map a more sustainable future
for our taoka (treasure).

HISTORICALLY LOW RATES

Council has for many years prided itself on holding rates at a low level. With changes in regulatory
requirements and greater expectations from our community it is now necessary for Council to increase
rates requirements going forward. These increased rates mean that Council will be able to provide a higher
level of service as well as ensuring an appropriate level of stewardship of our core infrastructure assets and
buildings while meeting new legislative standards.

OUR DISTRICT PLAN NEEDS TO BE FIT FOR FUTURE

Our District Plan became operative in 2004 and although we have completed a few plan changes and
updates the remainder of the Plan needs updating. We need to keep up with the changes in our district,
environment and government reform.

To ensure our District Plan is fit for the future, we are developing Spatial Plans with a 30-year vision of our
communities, and these will form the visual blueprint of our new District Plan.

BIG DISTRICT SMALL POPULATION

One of the main challenges facing the Mackenzie is that we have a small population base (the third smallest
in NZ) dispersed across a wide geographic location (the tenth largest). All councils have to comply with the
same drinking and wastewater standards, regardless of their size and population. This means that the cost
of providing these services is higher per ratepayer. The geographic spread of the communities that we
service also means that we have to provide more services than councils who have a large population in one
area,
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3. EXTERNAL FACTORS o™

Many external factors can impact how the Council delivers services and infrastructure and how we fund
these. Although these factors are generally beyond our control, it is important that we continue to monitor
these external influences, their impacts and how we respond to ensure that our plans mitigate risk, take
advantage of new opportunities and remain fit for purpose.
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Figure 1: Summary of the Mackenzie Context and Strategic Issues — abbreviated from the Environmental Scan

Key strategic work (Te Manahuna Ki Uta/Destination Mackenzie, the District Plan Review and Spatial
Planning, and key strategies) will guide the nature of future planning. These processes are underway and
are not sufficiently advanced to inform this Long Term Plan or it's supporting Financial Strategy.

3.1. Growth

3.1.1. Population Growth and our Built Environment

The Mackenzie District has experienced significant growth over the past ten years and this is projected to
continue in the immediate future.
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Figure 2 MDC Usually Resident Population

Development (and associated demand for services) has increased beyond the level indicated by population
growth, largely driven the tourist and holiday destination potential of the Mackenzie Basin. Increases in
dwelling numbers are significantly higher than corresponding population changes.
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The Mackenzie District is unique in that the district has a significantly high proportion of non-resident —

ratepayers. This is most noticeable in the townships of Lake Takapd/Tekapo and Twizel. A consequence of ﬂ"
this is a marked change in population of townships during peak times. Fluctuations in population levels
throughout the year can pose challenges for activities such as traffic and water management.

Managing the demands of tourism recovery on infrastructure and services post COVID-19 and the
population growth against affordable rates and sustainable debt levels remains an ongoing challenge for
small councils like Mackenzie.

— (ot Dweellinee s — pvec] Dwellirggs —_— Unoccupsed Dwellmdes

Figure 3: Mackenzie District Occupied and Unoccupied Dwellings

3.1.2. Land use changes and trends

The district is changing and there are several workstreams in process to better understand and plan for
this. Demand for permanent and holiday housing remains strong, and the forthcoming District Plan will
create a platform for changes to the development and subdivision within our landscapes. Key land change
matters are detailed below:

. Primary Production Intensification - Council anticipates an increase in primary production as the
result of on-farm intensification and irrigation consents being implemented.
. Large scale accommodation (hotel/resort) - The hospitality sector is a significant part of the

Mackenzie economy. The return of tourists following the COVID-19 pandemic is expected to
determine the time for these developments to proceed.

3.2. Legislation

3.2.1 Three waters reform

In the wake of the Havelock North Inquiry and subsequent Three Waters Review, central government is
embarking on significant water reform which will establish a new water regulator - Taumata Arowai, and
big changes to the way water services are delivered nationwide. We have signed a Memorandum of
Understanding (MoU) with Central Government to explore future service delivery options and have secured
$5.12 million in the first tranche of funding.

While the impacts of this change are yet to be finalised, it appears likely that water will be delivered by a
new statutory authority instead of council. Our community needs three waters services regardless of what
happens. As such, we have assumed the status quo for three waters in our financial and infrastructure
strategies. For more information on the Government reforms visit www.dia.govt.nz/ three-waters-reform-
programme.
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3.2.2 Central Government requirements

Increasing central government requirements and reforms are driving additional standards and reporting,
particularly within our three waters (water, wastewater and stormwater) infrastructure. We will continue
to improve our services to meet increasing standards, however this comes with a cost.

3.3 Technology

Investing in our information technology will improve the quality, value and transparency of the services we
provide and will mean our residents can engage with us in different ways. That investment will also allow
us to improve the timeliness and accessibility of information that supports decision making by the Council,
communities, Mackenzie businesses, and individuals. Council has formalised an Information,
Communication and Technology strategy.

3.4 Climate Change

Climate change is a critical consideration in the Council’s long-term planning and the Council is developing a
Climate Change Response Policy. Council uses guidance from the New Zealand Government, based upon
the best available climate science, to support the planning.

Adaptation to climate change is important and a matter that our community needs to consider and start
planning for. Climate change is expected to change the frequency of extreme weather events, as well as
introduce some long-term shifts in climate patterns both locally and across the country. This may impact
our infrastructure, levels of service and see more council resources required to respond to natural hazards
(fires, floods etc). Building resilience to the changes and challenges presented by climate change requires
long-term planning. We are proposing several programmes in this Long-Term Plan which will have the
effect of improving or increasing our resilience in relation to climate change impacts. These include:

* Rolling out water meters to encourage sustainable water use.
The installation of a water reservoir for Fairlie which will increase resilience and security of water
supply by increasing storage capacity.

* A proposal to build a monetary reserve to fund activations of our emergency operations centre in
response to emergency events.

* A review of our District Plan which will consider the impacts of climate change.

3.5 COVID-19

The COVID-19 pandemic is still ongoing. The impacts will be wide ranging and could include a significant
and protracted recovery period for tourism operators and related businesses. The pandemic has created a
very fluid environment which can change rapidly. Visitor projections are difficult to determine due to the
ongoing impact of COVID-19. Council is working to develop future scenarios. Currently a return to pre-
COVID activity is expected in 2023.
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Our Long-Term Plan 2021-2031 prepares for the delivery of key services and infrastructure. We intend to:

Adequately fund the required levels of service in township maintenance

Tackle deferred capital and operational maintenance backlog and ensure we meet the required
compliance requirements (roading safety improvements, building control, Council property,
township maintenance and dog control).

Resource appropriately to deliver key projects

Fund building control compliance requirements for the Fairlie Council building and the Twizel
Events Centre

Improve roading infrastructure. This is driven by the need to undertake this work to prevent
fatalities, especially on high traffic tourist routes.

Address additional central government requirements especially the new Drinking Water Standards
Increase associated costs (depreciation and interest payments) for increased capital expenditure

Operating costs for Council range from $30.3m in 2021/22 to $37.0m in 2030/31. Inflation (using the
BERL mid scenario) will add a cumulative effect of 18.33% over the ten years.

Operating Income and Expenditure : 2021-2031
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Figure 4: Operating Income and Expenditure 2021-2031. Operating income peaks in 2021/2022 due to grants for
water reform and stimulus funding. Thereafter income increases in line with the operating expenditure.
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4 OUR FINANCIAL STRATEGY

Our Financial strategy supports Council to deliver on our required levels of service and supports our
investment in resilient infrastructure. We have worked to balance the affordability of rates increases, debt
and to balance our budget.

In planning for our future, we have sought to put the long-term needs of our community first, taking a
proactive approach to addressing the opportunities and challenges facing our district. The choices being
made today, will lay the foundation for tomorrow’s Mackenzie.

This means that the headline rate increase for the next ten years will be higher than rate increases have
been in previous years. We are confident, however, that this will put our district in a stronger position to
meet the needs of our current and future community.

We've pulled every lever and used every tool we can to minimise our rates rise and to deliver the things we
really need to. We've applied external funding and prioritised all of our work programmes. Despite this, we
still face large rate increases for the first few years of our Long-Term Plan 2021-2031.

Our financial strategy illustrates how we will live within our means - to do everything we need to do, while
balancing the cost to our communities now and into the future.

The financial strategy sets out our goal to:

* Manage our finances in a prudent and strategic manner which will ensure that adequate funds are
available to deliver on the levels of service we have agreed with our community, cater for growth
and support the maintenance, renewal and upgrade of our assets to meet community expectations
and legislative requirements.

* Remain operationally and financially sustainable while achieving our strategic goals and priorities.

+ Manage borrowing levels to ensure that investment in and funding of core infrastructure is within
our capacity and to ensure that appropriate intergenerational equity is achieved.

+ Sustainable management of investments including how distributions and investment income will be
utilised.
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5 OUR FUNDING APPROACH

Funding of Council activities will be in accordance with Council’s Revenue and Financing Policy.

5.1 Inflation :

All councils are
We are required to budget for an inflation adjustment in each year of our plan. required to set limits
QOur costs reflect the type of work we undertake for the community and are on rates and rate
significantly affected by the price of items such as energy, bitumen and civil increases over the 10
contracting services. This is quite different from the average household, and so year period of the
using the Consumer Price Index (CPI) for inflation is not appropriate. Instead, Long Term Plan.

Business and Economic Research Limited (BERL) have prepared specific
inflation values for councils - referred to as the Local Government Cost Index (LGCI).

All budgets across the ten years have been adjusted using these values. They are also used as part of our
setting of limits on rates and borrowing.

3.2 Rates

We'll keep rates as low as is prudent

Rates are a form of property tax and must be paid by all property owners in the district. As much as we
would all like to keep rates low, we need to increase rates. We know this will be felt by our community
however we need to invest now to avoid even higher increases in the future.

With the economic impact of Covid-19 likely to continue to affect the Mackenzie District for the next few
years, we were faced with an option of making substantial reductions in levels of service to help moderate
rates revenue increases. However, in considering overall well-being now and in the future, the Council
decided that maintaining services to the community and continuing to invest in assets and infrastructure
was the better option. Not only does this help make progress in the district but also recognises the
Council’'s important role as a significant consumer of goods and services that support the local economy. By
investing in the economy, the Council can have a much larger impact on jobs than by reducing rates by an
equivalent amount.

Even though we are having to face large rates rises in the next few years, we're starting from a very low
base - the third lowest in the country. The rates increases being proposed, will still keep our rates in the
bottom five nationally.

Our plan for the next ten years has been prepared based on the following limits on total rates and annual
total rates increases. There are no rules around how we are to determine what limits are appropriate.

The Council has set the following rates limits:
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Rates Limit One: Total rates will not be more than 65% of the total revenue. (@))

Rates Income Affordability
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What does this graph show?

Our rates affordability graph shows our rates limits are not exceeding 60% of our total income. This
means that each year we will find at least 40% of everything we do from sources other than your
rates (fees and charges, government subsidies, investment returns and spreading costs through
borrowing). The graph shows that, although we need to increase our rates across the Long Term Plan
2021-2031, we will remain within this limit.
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Rates Limit TWoO! Annual rates increases will not be more than 6% + LGCI. ()
The LGCl is the Local Government Cost Index which is used to calculate annual inflation of expenses. This
inflation factor is determined by BERL. Over the life of this plan the LGCl is expected to be 2.97%. This

means that the annual rates increase per year should not be more than 8,97%.
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What does this graph show?

Our first three years of proposed rates rises will exceed out limits but will drop within our target from year
four onwards. We believe we need to increase rates for the first few years at a higher rate to address the
challenges Council faces

Over the 10 years of this LTP the average rates increases are 8.12 % which is lower than the benchmark of
6% plus the LGCI.

5.3 Operating Expenditure

Our services and day-to-day maintenance of our assets are paid for using operating expenditure. We aim to
raise enough revenue each year to cover our budgeted operating expenditure (including depreciation),
unless it is prudent not to do so.

Rates are used to fund the balance of operating expenditure after all other revenue streams are accounted
for. We have budgeted for operating expenditure to increase from $21.1 million to $28.7 million between
July 2021 and June 2031.

The increase is the result of:

e price increases (inflation);
s improvements to the level of service we provide; and
® to a lesser extent - population growth.
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The following graph provides a breakdown of our forecasted operational expenditure.

b B
v

=

10

o

Operating Expenditure by Type 2021-2031

o> 3 _CU', :;S
A" o LF i
A Moo G

5.4 Capital expenditure

oy
o

B Depreciation
= Finance costs
Ot her expenses
B Personrel costs
v
A

A ¥

Capital expenditure includes both renewal of existing assets and new assets that increase the levels of
service or build resilience into the core Council assets. We project capital expenditure of $103.05 million

between July 2021 and June 2031
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We're spreading the cost of replacing our assets.

Depreciation is the spread of the cost of an asset over its useful life. By funding depreciation, we are
putting aside money to replace the asset at the end of its life. This means that future ratepayers won't be
hit with expenditure to replace failing assets. For example, if a water treatment plant was installed at a cost
of $30 million, and is expected to last for 30 years, it would have a depreciation charge of $1 million per

year.

In an ideal world, the Council would rate to fund depreciation so that when the asset needs replacing, we
are holding cash reserves (from years of rating for depreciation) equal to the cost of the replacement.

i
i
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Sometimes it is appropriate not to fully fund depreciation. This might include when we can assume that we —

will be able to get external funding assistance to assist with the replacement or where external borrowing
is planned. Sometimes the decision to not fully fund depreciation has been made to keep our rates low.

To balance costs, we have decided it is prudent to continue with our current depreciation funding (to not
fully fund the depreciation on all assets). We consider that, in most instances, where an asset needs to be
replaced there will be sufficient funds available to do this or we will have the capacity to borrow if required.
We have made some key changes to our approach in the funding of depreciation:

. Transportation: to fund the proposed roading programme outlined in the Infrastructure Strategy,
we will need to increase our depreciation from 10% to 75% over the life of the plan.
. Halls and Swimming Pools: we were planning to increase our depreciation funding to 100% over

the first five years of our Long-Term Plan 2021-2031. We have reassessed this and consider that
remaining at 50% is appropriate as we will engage our community in funding initiatives and look for
external support for the replacement of these assets. Despite this our rural halls (Albury, Sherwood
and Skipton) will remain at 0% depreciation.

5.6 Borrowing

5.6.1 Internal borrowing

We'll continue to use internal borrowing.

Council uses a mix of rates, reserves (accumulated funds), subsidies and grants, financial contributions and
central government contributions to fund our expenditure. In the first instance capital expenditure is
funded from reserves. In the past - project overruns, unforeseen projects and unanticipated events (e.g.
COVID response) have been funded from internal reserves resulting in some of these reserves having deficit
balances. Deficit reserves represent internal loans.

Council will continue to use internal borrowing to fund its Capital projects when it believes itis prudent to
do so. This may be when the benefits of a project are intergenerational, or it is fair and equitable to do so.
Council will also use internal loans to fund certain operational projects where there is a long-term benefit

to the community such as the District Plan review.

5.6.2 External Borrowing

All councils are

’ . ]
We're taking on external debt. required to set
quantified limits
While Council has not previously had external debt, our ten-year capital borrowing over the
expenditure programme requires external borrowing. If these works did not use 10 year period of the

external borrowing, the impacts on rates would be significantly higher. The Long Term Plan.
appropriate use of external borrowing ensures appropriate levels of service are
maintained for our infrastructure and facilities and in the long-term intergenerational equity is achieved.
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Capital Expenditure by Group of Activity - 2021 to 2031
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When there is a shortfall of internal funds, Council will utilise external borrowings. In one area however,
pending the outcome of the Central Government Reform, Council has made a conscious decision to borrow
externally for the Three Waters capital expenditure.

The Long-Term Plan 2021-2031 will see more external borrowings utilised, increasing from $15.8 million at
the end of June 2022 to a peak of $32.7 million in 25/26. Thereafter debt levels are projected to reduce to
$6.7 million by the end of 2031.

$15 $29 m Sz. m 529 $3.4 m $29.5m $24.95m $1.7m $1.2m $7.1
In the first few years of the plan, the Council has taken on large amount of debt to fund major capital
projects. As Council accumulates investment funds and reserves, these are utilised to pay down the debt.
This means proposed debt decreases sharply from $ 24.9m in 27/28 to $7.1min 2030/2031. This

aggressive repayment of debt may be reviewed in subsequent years if unanticipated projects arise.

To ensure that our debt remains within affordable levels, we have set the following limits:

Debt Limit One: net debt will not exceed 175% of our total revenue.

Council must not take on too much debt so has set a limit that the maximum debt on the balance sheet will
not be greater than 175% of total revenue. Across the 10 years of this LTP debtis not expected to exceed
94% of total revenue. This provides Council with capacity to increase debt should this become necessary to
cope with events like natural disasters.

(99
L
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Net debt to Total Revenue (%) - 2021-2031
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Debt Limit Two: pebt servicing will not exceed 10% of total revenue.

To ensure that Council can pay for the debt the cost of servicing this debt must not exceed 10% of total

revenue. This ensures that we can continue to manage our debt repayments and interest now and into the
future.

Debt Servicing - Borrowings cost as a % of Revenue
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What does this graph show?

This graph shows that although we will be taking on more debt, we can continue to pay the associated
costs (interest) within our 10% of revenue limit. This shows that our debt is sustainable.

Managing our debt

Council has the ability to offer as security a charge over rates. This allows us to offer strong security to

secure lower interest rates. Full details are provided in our External Liability Management Policy available
on our website.

Council will borrow from the Local Government Funding Agency (LGFA) and will be subject to the following
relevant debt covenants required by the LGFA.
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LGFA Financial Covenants —
| Financial covenant Lending policy covenants Foundation policy covenants  e={
Net Debt / Total Revenue <175% <280%
Net Interest / Total Revenue <20% <20%
Net Interest / Annual Rates Income <25% <30%
Liquidity >110% >110%

What if interest rates increase?

Like many of the uncertainties we have to deal with in this Long Term Plan, we have made
assumptions about our borrowing rate on the basis of the Official Cash Rate (OCR) which will be

adjusted annually. There is a risk that borrowing rates could rise before the required funds are drawn,
meaning the costs of borrowing could be higher than we have forecast. Our Significant Forecasting
Assumptions outlines our assumption on borrowing interest rates and other key assumptions we've

made.

3.7 Investments

We're going to continue to invest.

Council has a range of investments which provide returns which offset rates. Our investments include cash
on term deposit, equity (our 4.96% share of Alpine Energy Ltd), forestry (1,000 hectares of plantation), and
arange of property investments.

5.7.1 Cash Investments

The Council funds cash investments for the following reasons:

* Tosupport the balance of cash backed reserves

* Toensure strong lines of liquidity and access to cash remain available to the Council. Cashis
supplemented by the use of committed banking facilities.

* As areserve for an unforeseen event

Overall Term investments will remain stable at approximately $ 9.9 m over the next ten years.

Cash is invested on short term deposits to manage cash-flows and maximise returns. The Council targets
returns that exceed the 90-day bank bill rate

The following limit has been set to ensure that our investments continue to pay off for our community:
Investment Limit One: the returns on investments and equity securities will be between
1.5% and 2%.

During this Long-Term Plan, Councill will review its investment portfolio and how we approach new
opportunities to ensure that they are bringing the best outcomes for our community.

5.7.2 Equity Investments

Currently, we hold one equity investment being a 4.96% share in Alpine Energy Ltd. This asset is not readily
tradeable on the open market. It is our objective is to retain ownership of this investment.
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5.7.3 Forestry Investments

We hold approximately 1,000 hectares of plantation trees. Forestry assets are held as long-term

investments and an appropriate technique is used to establish fair value. Income from forestry is used to

offset rates. The Investment policy also determines what the proceeds from forestry may be applied

towards.

5.7.4 Property Investments

The overall objective is to own property that is necessary to achieve Council’s strategic plan objectives.

Council reviews property ownership through assessing the benefits of continued ownership in comparison

to other arrangements which could deliver the same results. This assessment is based on the most
financially viable method of achieving the delivery of Council services. A similar process is applied for

considering new property and land investments. More information can be found in the Te Manahuna Land

Strategy on the Council website.

5.8 Balanced Budget
We’re working towards balancing our
budget.

Although Council shows an operating surplus on our comprehensive revenue
and expenditure statement, the prudence balanced budget prudence
measure excludes revenue which is used to fund capital expenditure such as

development and financial contributions and revenue which is non-cash such
as vested assets and derivative gains. The Council meets the balanced budget
benchmark if its planned revenue equals or is greater than its planned
operating expenses.

For years two and three our revenue (when excluding the items above) is less
than our operating expenses. We are increasing our levels of service and
spending more money on renewing and upgrading assets and have instead
utilized debt in the short term. We've done this to avoid increasing rates any
further as this would be unaffordable for our community.
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In2021/2022 the higher levels rating coupled with significantly higher capital funding grants for Three Water
projects ($4.3 m) have resulted in a balanced budget. Council has met the requirements of section 100 of the ™~
Local Government Act and although Council does not meet the balance budget prudence benchmark for i
2022/2023 and 2023/2024, Council does return to a balanced budget for the remaining years of the Long
Term Plan.

What does this graph show?

Simply put, we are running a balanced budget if we are bringing in at least the same about of
income, as the costs we will incur during a year. While this is important, we can run an unbalanced
budget for a few years to keep rates down when we have high expenses in particular years, but it is
important that we get back to balancing our budget by meeting all of our costs.

Our balanced budget graph shows that we will have an unbalanced budget in Years Two and Three
returning to a balanced budget from Year Four. We think that we need to do this to pay for

everything that we need to do without further increasing rates.

Item 4.1- Attachment 8 Page 129



Extraordinary Council Meeting 5 October 2021

="
—
__—_—

Mackenzie

DISTRICT COUNCIL

Iltem 4.1- Attachment 8 Page 130




	Contents
	1	Opening
	2	Apologies
	3	Declarations of Interest
	4	Reports
	4 Reports
	4.1  Adoption of the Long Term Plan Draft Consultation Document 2021-2023
	Recommendation
	Attachments
	LTP Consultation Document
	Liability Management Policy
	Investment Policy
	Development Contributions and Financial Contributions Policy
	Rates-Remission-and-Postponement-Policies
	Accounting Policies
	Consultation Document Supplementary Financials
	Financial Strategy v8 Final



