WAKATIPU TRANSPORT RATING AREA

RATING AREA BOUNDARY
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Effect of Rating

The rating implications of the activities included in this plan for 2009/10 are estimated as follows:

2008/09 Estimates
$000s (excl. GST)

2009/10 Estimates
$000s (excl. GST)

4,422 General Rates 4,473
- Targeted Air Quality Rates 227
Targeted Otago Stadium Rates
- * Central Otago 227
- * Clutha 235
- * Dunedin 1,685
- * Queenstown 439
- * Waitaki 231
Targeted River Management Rates
180 * (Central Otago District 185
205 * Clutha District 205
790 * Dunedin City 834
79 * Lower Waitaki River 83
321 * Wakatipu 321
19 * Wanaka 200
130 * Waitaki District 130
Targeted Passenger Transport Services Rate
3,440 * Dunedin 3,440
- * Queenstown 526
Targeted Catchment Rates
808 * Leith Lindsay Flood Protection 840
240 * East Taieri 300
330 * Lower Clutha 360
420 * Lower Taieri 480
45 * Tokomairiro 45
234 * West Taieri Drainage 304
- * Shotover Delta 200

Effect of Rating | Long Term Council Community Plan 2009-2019
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Statement of Comprehensive Income

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Income
Rates Income 15,982 16,405 16,917 17412 17,584 17,889 18,365 18,750 19,230 19,660
Grant Income 5,354 5,725 6,038 6,092 6,030 6,251 6,499 6,725 7,007 7,250
Interest & Investment Income 1,260 1,517 1,827 2,435 2,705 2,876 3,066 3,365 3,853 4,468
Other Income 5,958 5,857 6,227 5,671 5,429 5,709 5,767 5,977 5,953 6,281
Dividend Income 7,000 12,700 13,500 14,400 10,300 11,300 12,400 12,400 12,400 12,400
Rental Income 854 867 793 808 832 306 921 930 949 1,060
Total Income 36,408 43,071 45,302 46,818 42,880 44,931 47,018 48,147 49,392 51,119
Expenditure
Operating Expenditure 38,347 46,787 40,209 30,864 30,587 31,636 32,619 33,762 34,596 35,910
Finance Costs 808 2,169 3,015 2,975 2437 2,062 1,616 1,288 1187 1,078
Depreciation 1463 1,688 1,866 2,010 2,056 2,080 2,080 2,064 2,092 2,103
Total Expenditure 40,618 50,644 45,090 35,849 35,080 35,778 36,315 37114 37,875 39,091
Surplus/(Deficit) from Activities (4,210) (7,573) 212 10,969 7,800 9,153 10,703 11,033 11,517 12,028
Statement of Comprehensive Income
Surplus/(Deficit) from Activities (4,210) (7573) 212 10,969 7,800 9,153 10,703 11,033 11,517 12,028
Non-owner changes in Equity:
- Increase in value of Port Otago Shares 13,680 34,200 28,910 31,223 33,721 36,419 39,332 42,479 45,877 49,547
- Increase in value of Investment Property 137 141 144 146 150 152 155 159 161 165

Total Comprehensive Income and Expenditure 9,607 26,768 29,266 42,338 41,671 45,724 50,190 53,671 57,555 61,740




Reconciliation of Cost of Service Statements to the Statement of Comprehensive Income

RECONCILIATION OF REVENUE

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s
Cost of Service Statement Revenue
Air 1,340 1,361 1,51 1,645 716 792 896 778 9N 850
Consents 3,324 3,324 3,351 3,431 3,522 3,652 3,755 3,806 3,908 4,023
Stadium 2,827 2,827 2,827 7,827 5,927 6,927 5,627 2,827 2,827 2,827
Covernance 3,519 3,608 3,277 3,540 3,536 3,51 3,793 3,795 3,792 4,097
Land 3,437 3,322 3,400 3,482 3,561 3,641 3,726 3,824 3,920 4,027
Policy 603 852 1152 1194 999 863 967 1151 941 957
Rivers 5,368 5,850 6,319 5,936 5,798 5,952 5,862 6,029 5,929 6,148
Safety 2,656 2,534 2,857 2,807 2,838 2,881 2,952 3,037 318 3,207
Transport 9,688 9,962 10,318 10,267 10,723 11,195 11,654 12,074 12,733 13,276
Water 3,404 3,415 3,231 3,135 3,404 3,508 3,514 3,737 3,734 3,948
Revenue Total 36,166 37,055 38,243 43,264 41,024 42,922 42,746 41,058 41,813 43,360
Less:
Internal Recoveries (592) (628) (618) (642) (646) (660) (674) (690) (707) (725)
Internal Interest Transfers (207) (214) (219) (224) (229) (234) (239) (244) (250) (257)
Ceneral Rates Subsidised (8,188) (8,344) (8,427) (8,425) (8194) (8,268) (8,593) (8,867) (8,860) (9,384)
Plus:
Dividends 7,000 12,700 13,500 9,400 7,200 7,200 9,600 12,400 12,400 12,400
Investment Rental 451 462 465 475 478 548 552 557 573 579
Rental Income 170 170 71 71 172 172 181 181 181 279
Corporate Fees & Charges 140 140 140 140 140 140 140 140 140 140
Corporate Interest 1468 1,730 2,047 2,659 2,935 3M 3,305 3,612 4702 4,727
Income Statement Revenue 36,408 43,071 45,302 46,818 42,880 44,931 47,018 48,147 49,392 51,119
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RECONCILIATION OF EXPENDITURE

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s
Cost of Service Statement Expenditure
Air 1,340 1,361 1,51 1,645 716 792 896 778 9N 850
Consents 3,321 3,232 3,321 3,383 3488 3,586 3,663 3,760 3,878 3,978
Stadium 10,787 19,632 12,824 2,688 2,150 1,775 1,329 1,001 900 791
Governance 3,675 3,608 3,277 3,540 3,536 3,51 3,793 3,795 3,792 4,097
Land 3,309 3,153 3,235 3,316 3,422 3,502 3,588 3,693 3,791 3,901
Policy 603 852 1152 1194 9399 863 967 1,151 941 957
Rivers 3,639 4,036 3,963 4,341 4,262 4,648 4,660 4,902 4,844 5142
Safety 2,624 2,588 2,857 2,807 2,838 2,881 2,952 3,037 318 3,207
Transport 8,830 9,609 10,309 10,393 10,882 1,383 1,840 12,265 12,883 13,304
Water 3,404 3,415 3,231 3,135 3,404 3,508 3,514 3,737 3,734 3,948
Expenditure Total 41,532 51,492 45,693 36,455 35,710 36,464 37,201 38,117 38,790 40,173
Less:
Activity Internal Charges (1,348) (1,408) (1,426) (1,447) (1,474) (1,481) (1,522) (1,591) (1,592) (1,632)
Corporate Recovery (262) (214) (19) (60) (95) (155) (285) (293) (204) (317)
Plus:
Corporate Depreciation 696 774 842 901 938 951 921 880 881 866

Income Statement Expenditure 40,618 50,644 45,090 35,849 35,080 35,778 36,315 37114 37,875 39,091




Movements in Equity

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s
Balance at 1 July 437,489 447,096 473,864 503,130 545,468 587,139 632,863 683,053 736,724 794,279

9,607 26,768 29,266 42,338 41,671 45,724 50,190 53,671 57,555 61,740
Balance at 30 June 447,096 473,864 503,130 545,468 587,139 632,863 683,053 736,724 794,279 856,019
Net Movements
Net Surplus Transferred to Public Equity (4,210) (7573) 212 10,969 7800 9,153 10,703 11,033 1,517 12,028
Public Equity (357) (703) (506) (141) (664) (681) (766) (670) (716) (1,044)
Available for Sale Revaluation Reserve 13,680 34,200 28,910 31,223 33,721 36,419 39,332 42479 45,877 49,547
Asset Replacement Reserve 16 633 246 5 256 341 230 286 131 519
Emergency Response Reserve 140 131 155 186 197 208 220 233 246 260
Gravel Royalty Reserve 14 14 16 19 20 22 22 24 26 26
Kuriwao Reserve 80 (74) 89 (69) 192 110 293 128 313 239
Asset Revaluation Reserve 138 140 144 146 149 152 156 158 161 165
Net Comprehensive Income 9,607 26,768 29,266 42,338 41,671 45,724 50,190 53,671 57,555 61,740
Balance Sheet

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s
Equity
Public Equity 110,664 102,388 102,094 112,922 120,057 128,529 138,467 148,830 159,631 170,614
Available for Sale Reserve 307180 341,380 370,290 401,513 435,234 471,653 510,985 553,464 599,341 648,888
Asset Replacement Reserve 6,044 6,677 6,923 6,928 7185 7526 7,755 8,041 8,172 8,692
Emergency Response Reserve 2,951 3,083 3,238 3,424 3,621 3,829 4,049 4,282 4,528 4,788
Gravel Royalty Reserve 303 316 332 351 37 393 415 439 465 491
Kuriwao Endowment Reserve 5,592 5,518 5,607 5,538 5,730 5,840 6,133 6,261 6,574 6,813

077
Movements in Equity | Long Term Council Community Plan 2009-2019



Balance Sheet | Long Term Council Community Plan 2009-2019
078

Balance Sheet (continued)

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Asset Revaluation Reserve 14,362 14,502 14,646 14,792 14,941 15,093 15,249 15,407 15,568 15,733
Total Equity 447,096 473,864 503,130 545,468 587,139 632,863 683,053 736,724 794,279 856,019
Non-Current Liabilities
Employee Retiring Allowance 27 27 27 27 27 27 27 27 27 27
Borrowings 10,020 26,387 36,474 32,509 27492 21,851 17405 15,906 14,306 12,597
Current Liabilities
Accounts Payable 4,852 4,852 4,852 4,852 4,852 4,852 4,852 4,852 4,852 4,852
Employee Entitlements 955 955 955 955 955 955 955 955 955 955
Total Liabilities 15,854 32,221 42,308 38,343 33,326 27,685 23,239 21,740 20,140 18,431
Total Equity & Liabilities 462,950 506,085 545,438 583,811 620,465 660,548 706,292 758,464 814,419 874,450
Non-Current Assets
Property, Plant & Equipment 83,874 87,609 91,226 95,216 94,871 94,774 94,064, 93,400 92,976 92,227
Investment Land 7,028 7169 7,312 7458 7,607 7,759 7,915 8,073 8,234 8,399
Shares in Port Otago Ltd 327180 361,380 390,290 421,513 455,234 491,653 530,985 573,464 619,341 668,888
Intangible Assets 79 79 79 79 79 79 79 79 79 79
Total Non-Current Assets 418,161 456,236 448,907 524,266 557,791 594,265 633,043 675,016 720,630 769,593
Current Assets
Cash & Cash Equivalents 10,453 15,522 22,213 25,236 28,374 31,992 38,968 49,176 59,527 70,606
Other Financial Assets 25,920 25,920 25,920 25,920 25,920 25,920 25,920 25,920 25,920 25,920
Trade & Other Receivables 8,032 8,024 8,015 8,006 7,997 7,987 7,978 7,970 7,958 7948
Inventories 215 215 215 215 215 215 215 215 215 215
Other Current Assets 168 168 168 168 168 168 168 168 168 168
Total Current Assets 44,789 49,849 56,531 59,545 62,674 66,283 73,249 83,448 93,789 104,857

Total Equity & Liabilities 462,950 506,085 545,438 583,811 620,465 660,548 706,292 758,464 814,419 874,450




Statement of Cashflows

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Cash provided from:
Rates Receipts 15,981 16,406 16,917 17413 17582 17,889 18,366 18,748 19,229 19,660
Other Receipts 6,822 6,732 7,028 6,487 6,271 6,625 6,698 6,917 6,913 7,351
Grant Income 5,353 5,725 6,038 6,092 6,030 6,251 6,499 6,725 7,007 7,250
Dividends 7,000 12,700 13,500 14,400 10,300 11,300 12,400 12,400 12,400 12,400
Interest 1,260 1,517 1,827 2,435 2,705 2,876 3,066 3,365 3,853 4,468
Total Income 36,416 43,080 45,31 46,827 42,888 44,941 47,029 48,155 49,402 51129
Cash applied to:
Payments to Employees & Suppliers 39,155 48,956 43,224 33,839 33,023 33,699 34,236 35,049 35,783 36,988
Net Cash from Operating Activities (2,739) (5,876) 2,087 12,988 9,865 11,242 12,793 13,106 13,619 14,141
Cashflows from Investing Activities
Cash provided from:
Praperty, Plant & Equipment 6,767 5422 5483 6,000 1,710 1,983 1,371 1,399 1,668 1,353
Net Cash from Investing Activities (6,767) (5,422) (5,483) (6,000) (1,710) (1,983) (1,371) (1,399) (1,668) (1,353)
Cashflows from Financing Activities
Cash provided from:
Borrowings 10,400 17,500 1,860 3,100 - 300 - - - -
Cash applied to:
Repayment of Borrowings 380 1133 1,773 7,065 5,017 5,941 4,446 1,499 1,600 1,709
Net Cash from Financing Activities 10,020 16,367 10,087 (3,965) (5,017) (5,641) (4,446) (1,499) (1,600) (1,709)
Net Increase/(Decrease) in Cash Held 514 (5,069) 6,691 3,023 3,138 3,618 6,976 10,209 10,351 11,079
Cash at 1July 9,939 10,453 15,522 22,213 25,236 28,374 31,992 38,968 49,176 59,527
Cash at 30 June 10,453 15,522 22,213 25,236 28,374 31,992 38,968 49,176 59,527 70,606
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Reconciliation of Net Surplus from Activities to Net Cash from Operating Activities

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Net Surplus from Activities (4,210) (7573) 212 10,969 7,800 9,153 10,703 11,033 11,517 12,028
Add Back Non-Cash Expenditure:
Depreciation 1463 1,688 1,866 2,010 2,056 2,080 2,080 2,064 2,092 2,103
Bad Debts 8 9 9 9 9 9 10 9 10 10
Net Cash from Operating Activities (2,739) (5,876) 2,087 12,988 9,865 11,242 12,793 13,106 13,619 14,141
Schedule of Capital Expenditure

2009/10 2010/1 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Air
Air Quality Monitoring Site Upgrades 57 43 44 45 46 47 48 49 50 51
Rivers
Capital - Level of Service:
- Lower Taieri 103 161 1,661 1,717 - - - - - -
- Shotover Delta Training Works 666 667 - - - - - - - -
Leith Lindsay Flood Protection Scheme:
- Flood Protection 2,428 2,488 155 141 144 41 38 40 41 42
- Bridges & Road Related Works 544 563 - - - - - - - -
- Enhancement Works 204 22 1,679 1494 25 26 27 27 28 29
Total Capital - Level of Service 3,946 3,900 3,495 3,352 170 67 65 67 69 71
Capital - Renew/Replace:
- Lower Taieri 181 191 192 187 165 160 153 157 163 168
- Lower Clutha Flood & Drainage 331 333 394 36 37 455 40 40 41 43
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Drainage Scheme Works:

- East Taieri 469 85 47 37 348 39 41 42 43 45
- West Taieri 431 45 4 1,238 21 392 22 23 24 25
Total Capital - Renew/Replace 1412 654 1,071 1498 571 1,046 256 262 271 281
Safety

Emergency Management Radio

System Upgrades 103 - - - - - - - - -
Hazards Database 105 108 - - - - - - - -
Water

\Water Monitoring Site Upgrades 140 80 93 95 97 99 102 104 106 109
Council

4 \Wheel Motorcycles 30 31 32 33 34 35 36 37 38 39
Other Minor Plant 5 5 5 5 6 6 6 6 6 7
Cars & Stationwagons 150 155 159 164 169 174 179 184 190 196
4WD Trucks 150 155 159 164 169 174 179 184 190 196
Office Furniture & Equipment 100 103 106 109 13 16 19 123 127 130
Computers:

- Computers & Software 100 103 106 109 13 16 19 123 127 130
- Network Enhancements 185 103 180 427 225 104 227 258 494 104
- Business Systems 300 - 32 - - - 36 - - 39
Total Capital Expenditure 6,783 5,441 5,482 6,000 1,71 1,983 1,371 1,398 1,668 1,353

Schedule of Capital Expenditure | Long Term Council Community Plan 2009-2019
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Summary of Accounting Policies

Reporting Entity

The Council is a regional local authority governed
by the Local Government Act 2002.

The Council Group (Group) consists of the Council

and its subsidiary Port Otago Limited (100% owned).
The Port Otago Limited Group consists of Port Otago
Limited, its subsidiaries, associates and joint ventures.

The primary objective of the Council is to provide goods
or services for the community or social benefit rather
than making a financial return. Accordingly, the Council
has designated itself and the Group as public benefit
entities for the purposes of New Zealand equivalents to
International Financial Reporting Standards (NZ IFRS).

The prospective financial information contained in this

Long Term Council Community Plan relates to the Otago
Regional Council only as the group parent. The Council has
not presented group prospective financial statements because
the Council believes that the parent prospective financial
statements are more relevant to users. The main purpose of
prospective financial statements in the Long Term Council
Community Plan is to provide users with information about
the core services that the Council intends to provide ratepayers,
the expected cost of those services and as a consequence how
much the Council requires by way of rates to fund the intended
levels of service. The level of rate funding required is not
affected by subsidiaries except to the extent that the council
obtains distributions from those subsidiaries. Distributions
from the Council’s subsidiary Port Otago Limited are included
in the prospective financial statements of the Council.

The Prospective Financial Statements of Council were
authorised for issue by Council on 11 March 2009.

Statement of Compliance

The prospective financial statements have been prepared in
accordance with FRS 42, Prospective Financial Information,
New Zealand Equivalents to International Financial Reporting
Standards (NZ IFRS), New Zealand Generally Accepted

Accounting Practice, and other applicable Financial Reporting
Standards, as appropriate for public benefit entities.

The actual financial results are likely to vary from the
information presented in these prospective financial
statements, and the variations may be material.

Otago Regional Council is responsible for the prospective
financial statements presented, including the appropriateness
of the assumptions underlying the prospective financial
statements and all other required disclosures.

Basis of Accounting

The prospective financial statements have been prepared
on the historical cost basis, except for the revaluation of
certain assets. They are presented in New Zealand dollars,
rounded to the nearest thousand. The accounting policies
have been applied to each year of this 10 year plan.

The Council intends to update the prospective financial
statements subsequent to presentation in March 2009.
The final prospective financial statements are then to
be presented to Council for adoption in June 2009.

Significant Accounting Policies

Revenue Recognition

Rates Revenue

Rates are recognised as income when levied.
Other Revenue

(a) Rendering of Services
Revenue from the rendering of 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.

Revenue from port services is recognised in
the accounting period in which the actual
service is provided to the customer.

Fees and charges are recognised as income when
supplies and services have been rendered.

Revenue relating to contracts and consent applications
that are in progress at balance date is recognised by
reference to the stage of completion at balance date.

(b) Interest Revenue
Interest revenue is recognised on a time proportionate
basis using the effective interest method.

(c) Dividend Revenue
Dividend revenue is recognised when the right to
receive payments is established on a receivable basis.

(d) Grant Revenue
Grants and subsidies are recognised upon
entitlement as conditions pertaining to
eligible expenditure have been fulfilled.

Other Gains and Losses

(a) Sale of Investment Property, Property, Plant
and Equipment, Property Intended for Sale and
Financial Assets
Net gains or losses on the sale of investment property,
property plant and equipment, property intended
for sale and financial assets are recognised when an
unconditional contract is in place and it is probable
that the Council will receive the consideration due.

(b) Assets Acquired for Nil or Nominal Consideration
Where a physical asset is acquired for nil or nominal
consideration the fair value of the asset received is recognised
as revenue. Assets vested in the Council are recognised
as revenue when control over the asset is obtained.

Grant Expenditure

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 a successful
applicant has been notified of the Council’s decision.

Leasing

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

(a) Council as Lessor
Amounts due from lessees under finance leases are recorded
as receivables at the amount of the net investment in the
leases. Finance lease income is allocated to accounting
periods so as to reflect a constant periodic rate of return on
the net investment outstanding in respect of the leases.

Rental income from operating leases is recognised on a
straight line basis over the term of the relevant lease.

(b) Council as Lessee
Assets held under finance leases are recognised at their fair
value or, if lower, at amounts equal to the present value of the
minimum lease payments, each determined at the inception
of the lease. The corresponding liability to the lessor is
included in the Balance Sheet as a finance lease obligation.

Lease payments are apportioned between finance charges
and reduction of the lease obligation so as to achieve

a constant rate of interest on the remaining balance

of the liability. Finance charges are charged directly
against income, unless they are directly attributable to
qualifying assets, in which case they are capitalised.

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

(c) Lease Incentives
Benefits received and receivable as an incentive
to enter into an operating lease are also spread
on a straight line basis over the lease term.

Goods & Services Tax

Revenues, expenses, assets and liabilities are recognised net
of the amount of goods and services tax (GST), except for
receivables and payables which are recognised inclusive of GST.

Cashflows are included in the cashflow statement on a gross
basis. The GST component of cashflows arising from investing

and financing activities which is recoverable from, or payable
to, the taxation authority is classified as operating cashflows.

Cash & Cash Equivalents

Cash and cash equivalents comprise cash on hand, cash in banks
and bank deposits with maturities of three months or less.

Financial Instruments

Financial assets and financial liabilities are recognised on
the Council’s Balance Sheet when the Council becomes
a party to contractual provisions of the instrument.

Investments are recognised and derecognised on trade date
where purchase or sale of an investment is under a contract
whose terms require delivery of the investment within the
timeframe established by the market concerned, and are
initially measured at fair value, net of transaction costs,
except for those financial assets classified as fair value through
profit or loss which are initially valued at fair value.

Financial Assets

Financial Assets are classified into the following specified
categories: financial assets ‘at fair value through profit or
loss, ‘held-to-maturity’ investments, ‘available-for-sale’
financial assets, and ‘loans and receivables. The classification
depends on the nature and purpose of the financial assets
and is determined at the time of initial recognition.

(a) Effective Interest Method
The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the interest rate that exactly discounts
estimated future cash receipts through the expected life of
the financial asset, or, where appropriate, a shorter period.

(b) Financial Assets at Fair Value Through Profit or Loss
Financial assets are classified as financial assets at fair
value through profit or loss where the financial asset:

o Has been acquired principally for the
purpose of selling in the near future;

o Isapart of an identified portfolio of financial
instruments that the Council and Group
manages together and has a recent actual
pattern of short-term profit-taking; or

(©

o Isaderivative that is not designated and
effective as a hedging instrument.

Financial assets at fair value through profit or loss are stated
at fair value, with any resultant gain or loss recognised in
the Income Statement. The net gain or loss is recognised

in the Income Statement and incorporates any dividend

or interest earned on the financial asset. Fair value is
determined in the manner described later in this note.

The Council has classified its managed funds as financial
assets at fair value through profit or loss. This fund
includes cash, bonds and equities. Financial assets

held for trading purposes are classified as current

assets and are stated at fair value, with any resultant

gain or loss recognised in the Income Statement.

Held-to-Maturity Investments

Investments are recorded at amortised cost using
the effective interest method less impairment, with
revenue recognised on an effective yield basis.

The Council does not hold any financial
assets in this category.

(d) Available-for-Sale Financial Assets

(e)

Shares in subsidiary (Port Otago Limited) and certain
equity investments held by the Council are classified as
being available-for-sale and are stated at fair value. Fair
value is determined in the manner described later in
this note. Gains and losses arising from changes in fair
value are recognised directly in the available-for-sale
revaluation reserve, with the exception of impairment losses
which are recognised directly in the Income Statement.
Where the investment is disposed of or is determined
to be impaired, the cumulative gain or loss previously
recognised in the available-for-sale revaluation reserve
is included in the Income Statement for the period.

Dividends on available-for-sale equity instruments
are recognised in the Income Statement when the
Council’s right to receive payments is established.

Loans and Receivables

Trade receivables, loans and other receivables that have
fixed or determinable payments that are not quoted in an
active market are classified as ‘loans and receivables. Loans
and receivables are measured at amortised cost using the
effective interest method less impairment. Interest
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is recognised by applying the effective interest rate.

Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised cost
using the effective interest method, less provision for
impairment. A provision for impairment is established
when there is objective evidence that the Council will
not be able to collect all amounts due according to the
original terms of the receivables. The amount of the
provision is the difference between the asset’s carrying
amount and the present value of estimated future cashflows,
discounted at the effective interest rate. The amount of
the provision is expensed in the Income Statement.

Deposits are included within this classification.

Impairment of Financial Assets

Financial assets, other than those at fair value through
profit or loss, are assessed for indicators of impairment
at each balance sheet date. Financial assets are impaired
where there is objective evidence that as a result of one
or more events that occurred after the initial recognition
of the financial asset the estimated future cashflows of
the investment have been impacted. For financial assets
carried at amortised cost, the amount of the impairment
is the difference between the asset’s carrying amount
and the present value of estimated future cashflows,
discounted at the original effective interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables where the carrying amount
is reduced through the use of an allowance account. When
a trade receivable is uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts
previously written off are credited against the allowance
account. Changes in the carrying amount of the allowance
account are recognised in the Income Statement.

With the exception of available-for-sale equity instruments,
if, in a subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed
through the Income Statement to the extent the carrying
amount of the investment at the date of impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.
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Financial Liabilities

(a) Trade & Other Payables
Trade payables and other accounts payable are recognised
when the Council becomes obliged to make future payments
resulting from the purchase of goods and services.

Trade and other payables are initially recognised
at fair value and are subsequently measured at
amortised cost, using the effective interest method.

(b) Borrowings
Borrowings are recorded initially at fair value, net of
transaction costs. Borrowing costs attributable to qualifying
assets are capitalised as part of the cost of those assets.

Subsequent to initial recognition, borrowings are measured
at amortised cost with any difference between the initial
recognised amount and the redemption value being
recognised in the Income Statement over the period of

the borrowing using the effective interest method.

Derivative Financial Instruments

The Council enters into a variety of derivative financial
instruments to manage its exposure to interest rate
and foreign exchange rate risk, including foreign
exchange forward contracts and interest rate swaps.

The Council does not hold derivative financial
instruments for speculative purposes.

Derivatives are initially recognised at fair value on the date
a derivative contract is entered into and are subsequently
re-measured to their fair value at each balance date.

The resulting gain or loss is recognised in
the Income Statement immediately.

(a) Fair Value Estimation
The fair value of financial instruments traded in active
markets (such as available-for-sale equities) is based on
quoted market prices at the balance date. The quoted
market price used for financial assets held by the Council
is the current bid price; the appropriate quoted market
price for financial liabilities is the current offer price.

The fair value of financial instruments that are not
traded in an active market is determined using valuation
techniques. The Council uses a variety of methods and
makes assumptions that are based on market conditions

existing as each balance date. The fair value of Shares in
Port Otago Limited is determined by a valuation performed
at each balance date by an independent professional firm
with the relevant expertise and experience in performing
such valuations. Quoted market prices or dealer quotes
for similar instruments are used for long-term investment
and debt instruments held. The fair value of interest rate
swaps is the estimated amount that the Council would
receive or pay to terminate the swap at the reporting

date, taking into account current interest rates. The fair
value of forward exchange contracts is determined using
forward exchange market rates at the balance date.

Inventories
Other Inventories

Inventories are valued at the lower of cost and net
realisable value. Stores and materials are valued at
cost, on a weighted average basis, with an appropriate
allowance for obsolescence and deterioration.

Work in progress is valued at the lower of cost and net
realisable value and includes the cost of direct material,
direct labour and a proportion of overheads. Work in
progress reflects the unbilled cost of resource consent
applications and Regional Services contracts.

Property Intended for Sale
Property classified as held for sale is measured at:

o  Fair value for items transferred from
investment property, and

o Fair value less estimated costs of disposal for items
transferred from property, plant and equipment.

Property is classified as held for sale if the carrying
amount will be recovered through a sales transaction
rather than through continuing use. This condition is
regarded as met only when the sale is highly probable and
the property is available for immediate sale in its present
state. There must also be an expectation of completing
the sale within one year from the date of classification.

Property, Plant & Equipment

Property, plant and equipment consist of:
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Operational Assets

Operational assets include Council owned land,
endowment land, buildings, and plant and vehicles.

Infrastructural Assets

Infrastructural assets deliver benefits direct to the community
and are associated with major flood protection and land
drainage schemes. Infrastructural assets include floodbanks,
protection works, structures, drains, bridges and culverts.

Restricted Assets

Endowment land is vested in the Council by the Otago Regional
Council (Kuriwao Endowment Lands) Act. The Act restricts
disposition of this land to freeholding initiated by lessees.

(a) Cost
Land and Buildings are recorded at cost or
deemed cost less accumulated depreciation
and any accumulated impairment losses.

Other property, plant and equipment are recorded at

cost less accumulated depreciation and any accumulated
impairment losses. Cost includes expenditure that is
directly attributable to the acquisition of the assets. Where
an asset is acquired for no cost, or for a nominal cost, it is
recognised at fair value at the date of acquisition. When
significant, interest costs incurred during the period
required to construct an item of property, plant and
equipment are capitalised as part of the asset’s total cost.

(b) Depreciation
Operational assets with the exception of land, are depreciated
on a straight-line basis to write-off the cost of the asset to
its estimated residual value over its estimated useful life.

Infrastructural assets including floodbanks, protection works
and drains and culverts are constructions or excavations

of natural materials on the land and have substantially the
same characteristics as land, in that they are considered to
have unlimited useful lives and in the absence of natural
events, these assets are not subject to ongoing obsolescence
or deterioration of service performance, and are not subject
to depreciation. Other infrastructural assets are depreciated
on a straight-line basis to write off the cost of the asset to

its estimated residual values over its estimated useful life.

Expenditure incurred to maintain these assets
at full operating capability is charged to the

Income Statement in the year incurred.

The following estimated useful lives are used
in the calculation of depreciation:

Asset Life
Operational Assets

Buildings - Council 10-50 years
Plant and vehicles - Council 3-20 years
Buildings and improvements - Port 10-50 years
Wharves and berths dredging - Port 15-70 years
Plant, equipment and vehicles - Port 3-30 years
Infrastructural Assets

Floodbanks Unlimited
Protection works Unlimited
Drains Unlimited
Culverts Unlimited
Structures 33-100 years
Bridges 33-100 years

The estimated useful lives, residual values
and depreciation method are reviewed at the
end of each annual reporting period.

(c) Disposal
An item of property, plant and equipment is
derecognised upon disposal or recognised as impaired
when no future economic benefits are expected
to arise from the continued use of the asset.

Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal
proceeds and the carrying amount of the asset) is included in
the Income Statement in the period the asset is derecognised.

Investment Property

Investment property, which is property held to earn rentals
and/or for capital appreciation, is measured at its fair value at
the balance sheet date. Fair value is determined annually by
independent valuers. Revaluation gains or losses arising from
changes in the fair value of investment property are reported
in the Income Statement in the period in which they arise.

Intangible Assets
Computer Software

Acquired software licences are capitalised on the basis of the
costs incurred to acquire and bring to use the specific software.

Costs associated with maintaining computer software are
recognised as an expense when incurred. Costs that are
directly associated with the development of software for
internal use by the Council are recognised as an intangible
asset. Direct costs include the software development employee
costs and an appropriate portion of relevant overheads.

The carrying value of an intangible asset with a finite life

is amortised on a straight line basis over its useful life.
Amortisation begins from the date 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
Statement of Financial Performance. For computer software the
amortisation periods range from 1-3 years. Where the periods
of expected benefit or recoverable values have diminished, due
to technological change or market conditions, amortisation

is accelerated or the carrying value is written down.

Impairment of Non-Financial Assets

At each reporting date, the Council reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have

suffered an impairment loss. If any such indication exists,

the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where the
asset does not generate cashflows that are independent from
other assets, the Council estimates the recoverable amount

of the cash-generating unit to which the asset belongs.

Goodwill, intangible assets with indefinite useful
lives and intangible assets not yet available for use are
tested for impairment annually and whenever there
is an indication that the asset may be impaired. An
impairment of goodwill is not subsequently reversed.

Recoverable amount is the higher of fair value less costs to
sell and value in use. Value in use is depreciated replacement
cost for an asset where the future economic benefits or service
potential of the asset are not primarily dependent on the
assets ability to generate net cash inflows and where the entity
would, if deprived of the asset, replace it’s remaining future

Summary of Accounting Policies | Long Term Council Community Plan 2009-2019

085



economic benefits or service potential. In assessing value in
use for cash-generating assets, the estimated future cashflows
are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset for which
the estimates of future cashflows have not been adjusted.

If the recoverable amount of an asset (or cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) is
reduced to its recoverable amount. An impairment loss is
recognised in the Income Statement immediately, unless
the relevant asset is carried at fair value, in which case the
impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (cash-generating unit) is increased to the
revised estimate of its recoverable amount, but only to the
extent that the increased carrying amount does not exceed the
carrying amount that would have been determined had no
impairment loss been recognised for the asset (cash-generating
unit) in prior years. A reversal of an impairment loss is
recognised in the Income Statement immediately, unless the
relevant asset is carried at fair value, in which case the reversal
of the impairment loss is treated as a revaluation increase.

Employee Benefits

Provision is made for benefits accruing to employees in
respect of wages and salaries, annual leave, long service leave,
and sick leave when it is probable that settlement will be
required and they are capable of being measured reliably.

Provisions made in respect of employee benefits
expected to be settled within 12 months, are measured
at their nominal values using the remuneration rate
expected to apply at the time of settlement.

Provisions made in respect of employee benefits which
are not expected to be settled within 12 months are
measured as the present value of the estimated future
cash outflows to be made by the Council in respect of
services provided by employees up to reporting date.

Defined Contribution Schemes

Contributions to defined contribution superannuation
schemes are expensed when incurred.
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Superannuation Schemes
Defined Benefit Schemes

The Council belongs to the Defined Benefit Plan
Contributors Scheme (the Scheme), which is managed by
the Board of Trustees of the National Provident Fund. The
Scheme is a multi-employer defined benefit scheme.

Insufficient information is available to use defined benefit
accounting as it is not possible to determine from the terms
of the Scheme the extent to which the surplus/deficit will
affect future contributions by individual employers, as
there is no prescribed basis for allocation. The Scheme is
therefore accounted for as a defined contribution scheme.

Provisions

Provisions are recognised when the Council has a present
obligation, the future sacrifice of economic benefits is probable,
and the amount of the provision can be measured reliably.

The amount recognised as a provision is the best estimate of
the consideration required to settle the present obligation at
reporting date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured
using the cashflows estimated to settle the present obligation,
its carrying amount is the present value of those cashflows.

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it
is virtually certain that recovery will be received and the
amount of the receivable can be measured reliably.

Equity

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 a number of reserves.

Reserves are a component of equity generally
representing a particular use to which various
parts of equity have been assigned. Reserves may
be legally restricted or created by Council.

Restricted & Council Created Reserves

Restricted reserves are a component of equity generally
representing a particular use to which various parts

of equity have been assigned. Reserves may be
legally restricted or created by the Council.

Restricted reserves are those 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.

Also included in restricted reserves are reserves restricted
by Council decision. The Council may alter them without
references to any third party or the Courts. Transfers to and
from these reserves are at the discretion of the Council.

Foreign Currency
Foreign Currency Transactions

All foreign currency transactions during the financial year are
brought to account using the exchange rate in effect at the date
of the transaction. Foreign currency monetary items at reporting
date are translated at the exchange rate existing at reporting

date. Non-monetary assets and liabilities carried at fair value
that are denominated in foreign currencies are translated at the
rates prevailing at the date when the fair value was determined.

Exchange differences are recognised in the Income
Statement in the period in which they arise.

Allocation of Overheads

Direct costs are charged directly to significant activities.
Indirect costs are charged to significant activities based on
the cost drivers and related activity/usage information.

Direct costs are those costs that are directly attributable
to a significant activity. Indirect costs are those costs
that cannot be identified in an economically feasible
manner with a specific significant activity.
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Schedule of Fees and Charges

The following Scale of Charges is to be applied where indicated
to activities includes in this Schedule of Fees and Charges:

Scale of Charges: $
Staff time per hour:

* Executive Staff 190.00
* Senior Technical/Scientist 115.00
* Technical/Scientist 85.00
* Administration 75.00
Disbursements Actual
Additional site notice Actual
Advertisements Actual
Vehicle use per kilometre 0.68
Travel and accommodation Actual
Testing charges Actual
Consultants Actual

Resource Management Act
- Section 36 Charges

Set out below are details of the amounts payable for those
activities to be funded by fees and charges, as authorised
by Section 36 of the Resource management Act 1991.

Resource Consent Application Fees

Note that the fees shown below are a deposit to be paid on
lodgement of a consent application. The deposit will not
usually cover the full cost of processing the application, and
further costs are incurred at the rate shown in the scale of
charges below. Fees will also be payable for pre-application
work (excluding the first meeting) undertaken, that is,
work undertaken before a consent application is lodged
with Council. GST is included in all fees and charges.

Publicly Notified Applications:* $
First application 5,000.00
Concurrent applications 225.00

Non Notified Applications & Limited Notified Applications:*  $

First application (except those below) 500.00
Concurrent applications 1 50.00
Bores 250.00

Gravel 500.00
Hearings Per Note 2 below
Transfers and Certificates Deposits: $
Transfer of Mining Privilege 100.00
Transfer — other 100.00
Priority Table 100.00
Section 417 Certificate 200.00
Certificate of Compliance 200.00
Section 125 - Extension of Term 100.00
All Other Costs As per Scale of Charges
Notes:

1. For additional permits in respect of the same
site, activity, applicant, time of application, and
closely related effect as the first application.

2. The deposit payable shall be 90% of the cost of a hearing
as calculated by Council in accordance with information
contained in the application file and using the scale of
charges. The amount payable will be due at least 10
working days before the commencement of the hearing.
If the amount is not paid by the due date, then the Otago
Regional Council reserves the right under $36 (7) of
the Resource Management Act to stop processing the
application. This may include cancellation of the hearing.

Should a hearing be cancelled or postponed due to the non
payment of the charge, the applicant will be invoiced for any
costs that arise from that cancellation or postponement.

Following completion of the hearing process, any shortfall
in the recovery of hearing costs will be invoiced, or
any over recovery will be refunded to the applicant.

3. Where actual and reasonable costs are less than
the deposit paid, a refund will be given.

Compliance Monitoring

1. Performance Monitoring

The following charges will apply to the review of performance
monitoring reports for all consent holders, except those listed in
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section 1.4 below. The charges shown are annual fixed fees per
performance monitoring report or plan, and are inclusive of GST.

1.1 Discharge to Air Consent $

Measurement of contaminants from a Stack report 37.50
Ambient air quality measurement of contaminants report 65.00

Management plans and maintenance records 32.50
Annual Assessment report 65.00
1.2 Discharge to Water, Land and Coast $
Effluent Systems Environmental Quality report 30.00
Active Landfills Environmental Quality report 37.50
Annual Assessment report 85.00
Management Plans 170.00
Closed Landfills Environmental report 22.50
Annual Assessment report 22.50
Management Plans 85.00
Stormwater Environmental Quality report 20.00
Management Plans 85.00
Industrial Discharges  Effluent quality report 27.50
Environmental report 60.00
Annual Assessment report 75.00
Management Plans 170.00
1.3 Water Takes
Calibration data reports 12.50
Manual return of data per take 65.00
Datalogger return of data per take sent to ORC 22.50

Datalogger return of data per take

collected by ORC Collection costs + 22.50

Telemetry data per consent 32.50
Low flow monitoring charge*

- Kakanui at McCones 320.00
- Unnamed Stream at Gemmels 1,400.00

* charge for monitoring sites established by the ORC specifically
to monitor consented activities in relation to river flows.
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1.4 Set Fees for Specific Consent Holders

Performance monitoring fees as shown below will
apply to the following consent holders:

Dunedin City Council

Central Otago District Council
Clutha District Council
Queenstown Lakes District Council
Waitaki District Council

Oceana Gold

Ravensdown

Contact Energy

Trustpower

Pioneer Generation

2. Audit

$15,540.00
$5,291.00
$8,176.00
$7,463.00
$5,628.00
$51,890.00
$5,617.00
$4,169.00
$3,307.00
$2,731.00

Audit work will be charged at half of the actual cost incurred,
with the actual costs being calculated using the Scale of Charges.

3. Non-Compliance, Incidents and Complaints

Any work relating to non-compliance of
consent condidtions — Scale of Charges.

4. Consent Establishment Inspections

One off inspection by Council on establishment work
carried out by consent holders — $150.00 (incl. GST).

Gravel Inspection and Management

Gravel extraction fee — $0.65 per cubic metre (incl. GST).

Resource Monitoring

Water or air monitoring work undertaken for
external parties — Scale of Charges.

Private Plan Changes

Work undertaken on privately initiated
plan changes — Scale of Charges.

Contaminated Sites Management

Clean up and remediation works — Scale of Charges.

Biosecurity Act - Section 135 Charges

Pest Management Strategy Implementation

Work undertaken resulting from inaction of landowners
not complying with Council’s Pest Management
Strategy for Otago - Scale of Charges.

Local Government Act -
Section 150 Charges

Transport Licensing
Registering a transport service — $67.50 (incl. GST).

Land Sustainability Education Programmes

A fee may be charged for attendances
at field days and workshops.

Compliance Monitoring

Dairy shed effluent discharges — dairy shed visit
and reporting - $150.00 (incl. GST).

Incident and Complaint, Non Compliance
with Permitted Activity Rules
Dealing with polution incidents and enforcement

work including investigating, reporting, remediation
and clean up - Scale of Charges.

Information Requests

Information requests that require more than
half an hour to respond to, and multiple copies
of Council reports — Scale of Charges.
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Building Act - Section 243 Charges

Dam Safety and Building Control

The following table of charges and deposits will apply to the Dam Safety and Building Control activity. Amounts staged include GST.

Activity Deposit Service Charge | Processing Fee DBH & BRANZ Levies (at rates as advised to
Council )*

Review of Potential Impact Classifications Nil $170 Time and disbursements - scale of charges. Nil

submitted by dam owners.

Review of Dam Safety Assurance Programmes. Nil Nil Time and disbursements - scale of charges. Nil

Reviewing Warrants of Fitness Nil Nil Time and disbursements - scale of charges. Nil

Property Information Memorandums Nil Nil Time and disbursements - scale of charges. Nil

Building consent applications - estimated value | $500 $1,125 Time and disbursements - scale of charges. Nil

of building work is $20,000 or less.

Building consent applications - estimated value | $2,000 $3,375 Time and disbursements - scale of charges. DBH levy - $1.97 for every $1,000 (or part of $1,000)

of building work greater than $20,000. of the estimated value of the building work.
BRANZ levy - $1.00 for every $1,000 (or part of
$1,000) of the estimated value of the building work
- if required.

Issuing Certificates of Acceptance - estimated $500 51125 Time and disbursements - scale of charges.

value of building work is 520,000 or less.

Issuing Certificates of Acceptance - estimated $2,000 $3,375 Time and disbursements - scale of charges. DBH levy - $1.97 for every $1,000 (or part of

value of building work greater than $20,000. $1,000) of the estimated value of the building work
- if required.
BRANZ levy - $1.00 for every $1,000 (or part of
$1,000) of the estimated value of the building work
- if required.

Issuing of Code Compliance Certificates for Nil Nil Time and disbursements - scale of charges. Nil

building consent applications granted by Otago

Regional Council.

Issuing of Code Compliance Certificates for Nil $1,680 Time and disbursements - scale of charges. Nil

building consent applications granted by others.

Maintaining Register of Dams. Nil Nil Nil Nil

Any other activity under the Building Act Nil Nil Time and disbursements - scale of charges. Nil

*Figures for the DBH and BRANZ levies are as required by regulation on 1 March 2008. These levies may change in accordance with amendments made to regulations. The Otago Regional Council is

required to collect and pay DBH and BRANZ levies as regulated.
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Bus Fares

Dunedin Bus Services

Commencing 1 July 2009, cash bus fares on the contracted Dunedin bus services will increase by 25%. A 10% discount on cash fares will be available for GoCard
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users. Some Dunedin urban bus services are commercial (not contract); and commercial bus operators independently set fare levels on those services.

Fares on urban contracted bus services will be as follows:

Zone1 Zone 2 Zone 3 Zone 4 Zone 5 Zone b Zone?7
Adult Cash $1.90 $2.50 $3.10 $3.60 $4.40 $5.40 $6.30
Adult GoCard S1.71 $2.25 $2.79 $3.24 $3.96 $4.86 $5.67
Child Cash $1.30 $1.60 $1.90 $2.30 $2.50 $3.10 $3.80
Child GoGard 5117 $1.44 S1.71 $2.07 $2.25 $2.79 $3.42
Beneficiary GoCard $143 $1.88 $2.33 $2.70 $3.30 $4.05 $4.73
Palmerston Bus Services
Fares on the Dunedin to Palmerston service will remain unchanged, as follows:
Cash Card Adult Cash Adult Card Beneficiary Card Student Cash Student Card
Palmerston to / from
- Waikouaiti $3.80 $3.42 $2.85
- Karitane $5.00 $4.50 $3.75
- Evansdale $7.50 $6.75 $5.63
- Dunedin $11.30 $10.17 $8.48 $8.80 $7.92
Waikouaiti to / from
- Karitane $2.50 $2.25 $1.88
- Evansdale $5.00 $4.50 $3.75
- Dunedin $8.80 $7.92 $6.60 $6.30 $5.67
Karitane to / from
- Evansdale $2.50 §2.25 $1.88
- Dunedin $7.50 $6.75 $5.63 $5.00 $4.50
Evansdale to / from
- Dunedin $6.30 $5.67 $4.73 $5.00 $4.50
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Queenstown Bus Services

This plan provides for an extended bus service to be provided in the Queenstown area from 1 November 2009. Bus fares for the Queenstown services will be as follows:

Zone1 Zone 1+2 Zone 2+3
Adult Cash $6.00 $7.00 $8.00
Adult GoCard $5.40 $6.30 $7.20
Child Cash $3.00 $4.00 $5.00
Child GoGard $2.70 $3.60 $4.50
Beneficiary GoCard $4.50 $5.25 $6.00

Fare discounts apply for travel within single zone limits.

Schedule of Fees & Charges | Long Term Council Community Plan 2009-2019

091



| Long Term Council Community Plan 2009-2019
092



b

B Sl o B gl gl

PHOTO © HAKASAFARI.CO.NZ

Wanaka.

Policy Information



Revenue Policy

Group Activity

Air Quality

Description
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Distribution of benefits

Funding sources

Ambient Air Quality

Monitoring, reporting, palicy and strategy development,
and implementation.

The whole community benefits from clean air

100% general rates regional.

Managing the insulation of homes and installation
of clean heating appliances, and providing clean heat
appliances.

The benefit of having clean air is community wide.
There is some private benefit to individuals with
warmer homes.

Contributions from sponsors e.g. ECCA, home owners.
100% targeted rates from Airzone 1and Milton, for
ORC contribution to appliances.

100% general rates regional for administration and
management.

Consents e- Compliance

Consent Processing

Non notified consent and notified consents including
hearings

The applicant is the primary beneficiary.

100% fees and charges

Issuing certificates, permits and transfers

The applicant is the primary beneficiary.

100% fees and charges

Appeals

This is determined by the court.

100% general rates regional. Recoveries will be
awarded by the court.

Administration

The community will benefit from the database of
information.

100% general rates regional.

Compliance Monitoring

Monitoring and audit to ensure compliance with
consent conditions and permitted activity rules.
Enforcement action where non compliance found.

Consent holders benefit from their ability to exercise
consents. The need for the activity arises from
activities undertaken by identifiable consent holders.
Public benefits arise from environmental protection
gained through compliance.

50% fees and charges for performance monitoring,
audits and permitted activity dairy inspections.

100% fees and charges for low flow monitoring, gravel
audits and enforcement action.

Fixed fee for consent establishment inspection.

100% general rates regional for other permitted
activity audits and SOE monitoring.

Dam Safety

Reviewing impact classifications and dam safety
assurance programmes.

Issuing compliance schedules and warrants for fitness.

Enforcing provisions of the building code and
regulations.

Dam owners benefit from this work.

100% fees and charges.

Maintaining a database on dams and formulating policy
on dangerous dams.

The community will benefit from policy and database
information.

100% general rates regional.




Otago Stadium

Otago Stadium

Provision of part funding towards the Otago Stadium

The whole community will benefit from the provision
of a stadium. Greater benefit will be enjoyed by those
living closer to the stadium.

100% targeted rates allocated as follows:

Each district allocated a share of the costs on the
basis of the number of rating units in each area, then
amending to apply a distance discount:

B 3.5%discount to Central Otago District Council

B 3.5% discount to Queenstown Lakes District Council
B 2% discount to Waitaki District Council

M 1% discount to Clutha District Council

Within each district, the allocation is to be funded as
follows:

B 50% targeted uniform rate
B 50% targeted rate calculated on capital values.

Governance e- Community

Public Awareness & Information

Includes promoting education and publicity,
consultation, giving advice and answering enquiries.

The whole community benefits from the provision of
information.

Individuals benefit from specific information
requests.

100% general rates regional.
Fees & Charges for information requests that require
more than 2 hour response time.

Financial Contributions

Contribute funding towards projects that promote the
sustainable use of resources in Otago, including funding
graduate research projects.

The local community will benefit from the work done
on the Lower Waitaki River.

For other contributions made, the community as a
whole will benefit from these.

For Lower Waitaki River:

B 100% targeted rates from Lower Waitaki District
For other financial contributions:

B 100% general rates regional.

Environmental Enhancements

Construction of walkways providing access to water.

The whole community benefits from this activity.

100% general rates regional.

Promoting protection of areas of biodiversity

The whole community benefits from this activity.

100% general rates regional

Maintenance of a Stock Truck Effluent Disposal site in
Central Otago.

The Central Otago community benefits from this
activity.

100% general rates from the Central Otago District.*

Democratic Process

Holding Council and committee meetings, consulting
with the community and with Maori, holding triennial
elections.

The whole community benefits from this activity.

100% general rates regional.

Land

Land sustainability

Education on sustainable land use practices.

The wider community benefits from improved
practices re water quality, a cleaner environment, and
environmental protection.

100% general rates regional.
Fees for workshops & field days where appropriate.

Pest Management

Management of pest plants, animals and rooks,
inspections and education on Pest Management
Strategy matters, establishing biological control agents.

The wider community benefits from control of pests.

100% general rates regional.

Undertaking compliance work where necessary.

Landowners not complying with the Pest
Management Strategy cause the need for this activity
to be undertaken.

100% fees and charges for compliance work
undertaken through the inaction of landowners.

Undertaking contract work for third parties for works
including controlling animal and pest plants.

The landowners benefit from entering into contracts
for works to be undertaken.

100% fees and charges for contract work undertaken
for third parties.

Revenue Policy | Long Term Council Community Plan 2009-2019
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Policy Development

Policy and strategy development

Development, review and audit of ORC policies, plans,
strategies and bylaws.

The whole community benefits from policy
development.

100% general rates regional.

Private plan changes

Individuals and groups requesting plan change
benefit from this work.

100% fees and charges.

Response to regulatory and statutory
issues

Responding to issues such as national policy and
legislative proposals, and city and district plans.

The whole community benefits from work aimed to
help protect the regions resources.

100% general rates regional.

Rivers e- Waterway Management

River Management

Routine maintenance to ensure adequate fairway

width, enhancement and maintenance of riparian areas.

The communities within the districts benefit from the
work that is completed.

100% targeted rates district, noting that the
Queenstown Lakes area has two rating areas, \Wanaka
and Wakatipu.

Assist wark on private properties re river erosion,
where clear benefit to wider community of works being
completed.

Land holders benefit from the work done on their
properties.

Some benefits arise for the wider community from
works undertaken.

ORC contribution - 100% general rates regional. A
maximum contribution is in place of $25,000 per
landowner within 5 year period.

River Monitoring

River cross section surveys, gravel resource surveys,
monitoring effects of Contact Energy consent.

Benefits arise for both those living within the areas
where surveys are undertaken, and for the wider
community.

Cravel extractors benefit from gravel surveys.
Contact Energy consenting activities cause the need
for monitoring the effects of the consent.

River survey work:
B 50% general rates regional

B 50% general rates sub regional between districts
work is undertaken.

Cravel survey:

B 100% fees and charges from gravel fees.
Monitoring / Inspection re Contact Energy consent:
B 100% fees and charges from Contact Energy.

Drainage Schemes

Maintain the agreed levels of service for drainage
schemes within the West Taieri, East Taieri, Lower
Clutha and Tokomairiro areas.

The landowners of properties within the drainage
scheme areas receive a private benefit.

After receipt of rental income and contribution from
Kuriwao (Lower Clutha only):
B 100% targeted rates on scheme area.

Flood Protection Schemes

Maintenance of flood protection schemes.

Those living within flood protection areas receive a
direct benefit.

The local community benefits from continued access
to its areas.

The wider community benefits because of continued
access to regional services, e.g. hospital and airports

Lower Taieri - (total cost including capital) after
receipt of rental income:

B 2% general rates regional

B 2% general rates Dunedin City

B 56% targeted rates on scheme area.

Lower Clutha - (total cost including capital) after
receipt of rental income and Kuriwao contribution:
B 2% general rates Clutha District

B 58% targeted rates on scheme area.
Alexandra:

B 2% general rates Central Otago District

B 98% fees and charges - dam owners
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Construction of Leith Lindsay flood protection scheme
including enhancement of area and bridge and roading
related works.

Those living within flood protection areas receive

a direct benefit.

Those living within flood protection areas receive

a direct benefit.

The local community benefits from continued access
to its areas.

Regional benefit where continued access to regional
services, e.g. hospital, airports

Flood Protection Work (total cost including capital):
B 5% general rates regional

B 2% general rates Dunedin City

B 46.5% targeted rate Indirect Benefit Zone

B 46.5% targeted rate Direct Benefit Zone
Enhancement Works:

B 100% general rates Dunedin City

Bridging and Road Related Works*:

B 5% general rates regional

B 395% general rates Dunedin City

Construction of Shotover Delta training line.

Those living within the flood protection area receive a
direct benefit.

A smaller benefit arises for the wider community,
however the cost of rating for this area is not
considered to be cost effective.

Total cost including capital:
98% targeted rate on Flood Zone Area.
2% general rates regional.

Safety e- Hazards

Emergency Management

Civil defence operations;
Flood risk management.
Maintaining an emergency response fund.

The whole community benefits from Council’s
readiness to deal with an emergency situation and
monitoring weather conditions etc.

Crant from Ministry for Civil Defence.
100% general rates regional on balance of costs.

Contaminated Sites

Clean up and remediation works.

Land owners may create the need for this work to be
undertaken. Land owners will be primary beneficiary
from works undertaken.

100% fees and charges for clean up and remediation
works where possible.

100% general rates regional for remainder***

Incident & complaint response

Response to pollution incidents, oil spills and other
resource management complaints

The actions of those creating pollution incidents
cause the need for Council to be involved in this
activity.

The wider community benefits from clean up and
protection.

100% fees and charges where possible from those
causing the incidents.

100% general rates regional for remaining costs.**

Harbours & Maritime Safety

Promote general navigation and safety in harbours,
administer bylaws.

Those using harbour and waterways benefit directly
from this activity, however it is not possible to
identify them.

Harbour safety:

B 100% general rates Dunedin City
Bylaws for maritime safety:

B 100% general rates sub regional.

Natural Hazards

Investigate and provide information on the (potential)
impacts of natural hazards and their mitigation.

Studies for specific districts such as flood risk
strategies will benefit more directly those districts.
The need for implementing a coastal erosion
management programme arises from activities
undertaken by an identifiable consent holder.

The whole community benefits from investigations
on natural hazards.

Studies for specific districts:

B 50% general rates sub regional

B 50% general rates regional
Implementation of Coastal Erosion Programme
B 100% fees and charges

All other work:

B 100% general rates regional.
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Transport*

Regional Land Transport Planning

Strategy, planning, policy and priority setting for the
region.

The whole community benefits from strategic
planning for the region.

Strategy and Programme

B 100% general rates regional®
Initiatives

B 100% general rates regional®

Regional Passenger (Public) Transport Plan
B 100% general rates regional®

Public Passenger Transport

Continued provision of bus services in Dunedin, and
implementation of a new service in Queenstown.

Those living in the areas where transport services are
provided receive a direct benefit.

Dunedin Bus Service

B 100% targeted rate Dunedin SRD.*
Queenstown Bus Service

B 100% targeted rate Queenstown SRD.*

Registering services under the Transport Licensing Act.

Service providers benefit directly as they can operate
legally once registered.

The wider community benefits from the database of
information held.

50% fees and charges from service providers.
50% general rates regional for the balance.

Administering the total mability scheme.

Total Mobility users benefit from this activity,
however the purpose of the scheme is to provide
more affordable transport for those not able to use
public transport because of disability.

100% general rates regional

Water Resource

Monitoring

Monitoring water quality, quantity and groundwater
resource, reporting, data analysis to set minimum flows

The whole community benefits from this state of the
environment work.

100% general rates regional on balance of costs not
charged to other Council projects.

Maonitoring at request of third parties

Individuals and groups requesting work will receive a
direct benefit.

100% fees and charges.

Bulk Rural Water

Identify issues and options for meeting future
community water demand.

The whole community benefits from ensuring that
future water needs are met.

100% general rates regional

*  Grant funding received by NZ Transport Agency. Revenue policy is in respect of costs after receipt of grants.
** Grant funding received by Maritime NZ for marine work undertaken.
***(Grant funding received by Ministry for the Environment.
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Finance Policy

Financing the Purchase of Fixed Assets

Council finances its purchases of fixed assets from its
Asset Replacement Reserve. Such assets include motor
vehicles plant nd equipment, and computers.

Depreciation on Council fixed assets is funded and this income
is placed in the Asset Replacement Reserve, along with any
proceeds from the sale of assets. This reserve also attracts
interest income on the balance of the reserve. This reserve is
used for the purpose of financing the purchase of fixed assets.

Financing Capital Expenditure
on Infrastructural Assets

Most infrastructural assets (such as floodbanks, pumping
stations and drains) are assigned to specific special rating
districts. Ratepayers within these districts fund the depreciation
on these assets. Each special rating district has a “Funded
Depreciation Reserve” set up which represents the balance

of the amount of depreciation revenue rates for, and any

interest earned on reserve balances. The purpose of this

reserve is the funding of capital expenditure and the cost of
renewals on the infrastructural assets being depreciated.

It is Council’s policy that infrastructural assets be
financed by the “Funded Depreciation Reserves’, and if
there are insufficient funds available in these reserves,
borrowing (either internal or external) will be used.

Financing Major Projects

Tools to fund major capital projects will be considered on a case
by case basis. Where necessary or appropriate, Council may
borrow either internally or externally to fund a major project.
Such projects (including the repayment of any associated
borrowing) may be funded by any of the funding tools available
to Council such as rating, dividend income, reserves, fees and
charges and cash balances held by Council. In determining

the appropriate funding tools, consideration will be given to
matters such as the benefits arising from the project, the project
costs, and the impacts and consequences of the project.

Major projects and their associated funding will be
consulted on through Council’s Draft Long Term
Council Community Plans and Draft Annual Plans.

Finance Policy | Long Term Council Community Plan 2009-2019
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Rates Remissions & Postponements Policy

Introduction

The Otago Regional Council carries out its rating function in
accordance with the requirements of the Local Government
(Rating) Act 2002 and the Local Government Act 2002.

This document provides the policy framework for granting
remissions and postponing the payment of rates.

Remissions Policy

Review of Remissions

All remissions will be reviewed on at least a three yearly basis,
to ensure that the circumstances under which the remissions
were granted continue to exist. Notification of any change in
the circumstances of a rating unit, e.g. change of ownership,
will also give rise to the review of any remissions applying to
that rating unit, at the time of notification of the change.

Delegated Authority

The Director Corporate Services has the delegated
authority to consider and decide upon all applications
received for remission of rates, and to determine

the amount of remission that may be granted.

Remission of Penalties

Penalties of 10% are charged to all unpaid rate account balances
twice a year. Circumstances may arise where it is fair and
appropriate to remit some or all of the penalties charged to

a ratepayer’s account. The Director Corporate Services has

the delegated authority to determine these remissions.

Objective

The objective of this part of the policy is to enable
Council to be fair and reasonable in considering all
circumstances that may give rise to non-payment of
penalties that have been charged to a ratepayer’s account.

Conditions and Criteria

Remissions of penalties will be considered in circumstances

including illness, accident and bereavement. The
ratepayer will be required to apply for the remission
of penalties, and the Director Corporate Services
will decide each application on its merits.

Where payment arrangements have been agreed

with the Council prior to penalty date, providing the
arrangements are complied with, penalties imposed
relating to any payment arrangements will be remitted.

Remissions of penalties for circumstances other
than those mentioned above, will be granted at the
discretion of the Director Corporate Services.

Application for Remission of Rates

Remission of rates will be considered on receipt of
an application for remission. The application should
include the following documentation as appropriate.

B Information on activities.
B Financial information, e.g. financial statements.

B Details of membership.

Postponements Policy

Review of Postponement of Rates

All postponements of rates will be reviewed on a six
monthly basis, to ensure that the terms under which any
postponement of rates were granted, are being complied
with. Notification of any change in the circumstances
of a rating unit, e.g. change of ownership, will also give
rise to the review of any postponements applying to that
rating unit, at the time of notification of the change.

Postponement for Financial Hardship
Objective

The objective of this part of the policy is to assist
ratepayers who are experiencing financial hardship,
which affects their ability to pay rates.

Conditions and Criteria

Rates on rating units used solely for residential purposes only,
may be eligible for consideration for postponement of rates.

Postponement of rates will be considered in circumstances
of financial hardship. The ratepayer will be required to apply
in writing for the postponement of rates, and the Director
Corporate Services will decide each application on its merits.

Any postponed rates will be postponed
until either of the following occurs:

B the death of the ratepayer;

W the ratepayer ceases to be the owner or
occupier of the rating unit;

B the ratepayer no longer uses the rating
unit as his or her residence; OR

B some other time as determined by the
Director Corporate Services.

A postponement fee to cover administration and financial
costs may be charged on postponed rates, in accordance with
Section 88 of the Local Government (Rating) Act 2002.

Penalties will not be charged on unpaid
balances of postponed rates.

Postponed rates will be registered as a statutory land
charge on the rating unit title. This means that the
Council will have first call on the proceeds of any
revenue from the sale or lease of the rating unit.

Delegated Authority

The Director Corporate Services has been given the delegated
authority to consider and decide upon all applications
received for postponement of rates, and to determine the
terms under which the postponement may be granted.



Policy on Remission & Postponement of Rates on Maori Freehold Land

Introduction

The Otago Regional Council carries out its rating
function in accordance with the requirements of

the Local Government (Rating) Act 2002, the Local
Government Act 2002, and other relevant legislation.

The Local Government Act 2002 requires Council to adopt a
policy on the Remission and Postponement of Rates on Maori
Freehold Land. This policy outlines Council’s approach to these.

Note is made that Council has an adopted “Rates Remission
and Postponement Policy”, and its provisions apply to
all land in Otago, including Maori freehold land.

Policy on Significance

Introduction

The Local Government Act 2002 requires Council
to adopt a policy on “significance”

This document provides guidelines for determining those
issues, assets or other matters that may be considered significant
by this Council, and includes thresholds, criteria and/or
procedures that are to be used in assessing the extent to which
issues, assets or other matters may be considered significant.

Definition of Significance

The Local Government Act 2002 provides a
definition of significance, as follows:

“significance, in relation to any issue, proposal, decision,
or other matter that concerns or is before a local authority,
means the degree of importance of the issue, proposal,
decision, or mattet, as assessed by the local authority, in
terms of its likely impact on, and likely consequences for, -

Remission of Rates on
Maori Freehold Land

It is Council’s policy that Council’s Rates Remissions Policy
is adopted as the remission of rates on Maori freehold land.

(a) the current and future social, economic, environmental,
or cultural well-being of the district or region;

(b) any persons who are likely to be particularly affected by,
or interested in, the issue, proposal, decision, or matter;

(c) the capacity of the local authority to perform its role,
and the financial and other costs of doing so.”

Delegated Authority

Issues, proposals, decisions or other matters that are
part of the normal day to day operations of Council will
not require formal consideration for significance.

Authority is delegated to the Chief Executive Officer and
the Directors of Council to determine which, if any, issue,
proposal, decision or matter that may arise, will require
that a formal assessment of its significance be carried

out, in accordance with the guidelines of this policy.

Postponement of Rates on
Maori Freehold Land

It is Council’s policy that Council’s Potponements Policy is
adopted as the postponement of rates on Maori freehold land.

In cases where a formal assessment is carried out,
details will be presented to Council for consideration
of any recommendation made on the significance

of the issue, proposal, decision or matter.

Assessing Significance

Assessing significance is essentially a matter of
judgement. In making this judgement, the nature of
the issue, proposal, decision or other matter, and/or its
monetary value will be taken into consideration.

Nature of the Issue, Proposal,
Decision or Other Matter

When considering the nature of any issue, proposal, decision
or other matter for significance, an assessment is to be made of
its likely impacts and consequences. Judgement is to be used as
to whether or not the impacts and consequences are of such a
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degree of importance as to require the need for consultation on
the issue, proposal, decision or other matter. The assessment
is to be documented, with reasons for conclusions reached.

Monetary Value and Community Impact

In order to determine whether or not an issue,
proposal, decision or other matter is significant on
the basis of its monetary value, comparison of its cost
will be made with an appropriate base amount.

Consideration will also be given to what proportion of the
community is likely to be affected by any issue, proposal,
decision or other matter. The number of affected people
will be measured against an appropriate base to determine
the proportion. An example of such a base could be the
total number of people living within a territorial district.

Policy on Partnerships with the Private Sector | Long Term Council Community Plan 2009-2019

To assist practical situations, the following percentage limits may
be used as guidelines for determining the level of significance,
with respect to monetary value and community impact, but

note that all circumstances surrounding the issue, proposal,
decision or other matter must be taken into account:

B Anamount, which is equal to or greater than 10% of
the appropriate base amount, could be presumed to be
significant, unless there is evidence to the contrary.

B Anamount, which is equal to or less than 5% of the
appropriate base amount could be presumed to not be
significant, unless there is evidence to the contrary.

B The significance of an amount, which lies between 5% and
10% of the appropriate base amount is a matter of judgement
and depends upon the particular circumstances of the case.

This assessment is to be documented, along with
reasons for any conclusions reached.

Policy on Partnerships with the Private Sector

Introduction

The Local Government Act 2002 requires Council to
adopt a policy on Partnerships with the Private Sector.

This document provides the framework for entering into
partnerships with the private sector, and includes the following:

B The circumstances in which Council may
provide funding and/or other resources.

B The consultation to be undertaken with respect to
any proposal to provide funding and/or resources.

B What conditions are to be met before funding
and/or resources will be provided.

B An outline of how the risks associated with the provision of
funding and/or resources will be assessed and managed.

B An outline of the procedures for monitoring
and reporting to Council.

B An outline of how Council will assess, monitor and
report on the extent to which community outcomes are
furthered by provision of funding and/or resources.

Meaning of Partnerships
with the Private Sector

Section 87B of the Local Government
Act 2002 states the following:

“In this section, partnership with the private sector
means any arrangement or agreement that is entered
into between 1 or more local authorities and 1 or more
persons engaged in business; but does not include -

(a) any such arrangement or agreement to
which the only parties are -

(i) local authorities; or
(ii) I or m cil organisations; or

(b) a contract for the supply of any goods or services
to, or on behalf of, a local authority”

Review of Policy

In accordance with the Local Government Act 2002, this
policy will be reviewed and open for public comment
via the special consultative procedure, on no less

than a three yearly basis. It will also be reviewed and
consulted on at any other time within a three year period
when amendment to the policy may be required.

Strategic Assets

In accordance with the provisions of the Local Government
Act 2002, set out below is a list of the assets considered
to be strategic by the Otago Regional Council:

B Shares held in Port Otago Limited.

B Flood Protection and Drainage schemes.

Process for Determining Whether or not
Council will Enter into a Partnership

All proposals for entering into a partnership with the private
sector, along with any proposal for the provision of funding
and/or other resources, will be considered by Council. Council
staff will gather all the necessary information, assess risk,
determine monitoring and reporting requirements, and

what consultation if any is needed. Staff will present their
findings and recommendations for Council’s consideration.

Provision of funding and/or other resources to any form of
partnership will only be considered where it is clear that:

B The outcomes of such an arrangement will further
Council’s goals and objectives, as set out in the adopted
Long Term Council Community Plan /Annual Plan; and

B The outcomes of such an arrangement will further
any community outcomes, as identified in the
adopted Long Term Council Community Plan.
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Any agreement for partnership between Council and the
private sector must include the following conditions:

B The private sector partner must agree to comply with any
reporting requirements on progress, required by Council.

B The private sector partner must agree to
comply with any reporting requirements of a
financial nature, required by Council.

B The private sector partner must agree to any
monitoring conditions required by Council.

A partnership may be entered into by way of either a Letter
of Understanding, or a formal partnership agreement,
whichever is deemed appropriate by Council.

Information Requirements

The following information must be provided to Council, before
consideration can be given to entering into an arrangement
for the provision of funding and/or other resources:

B Requests for funding or other resources must be
supported by a business plan and/or budgets.

B Copy of Certificate of Incorporation, Trust Deed,
Partnership Agreement, where appropriate.

B Copy of latest audited Financial Statements
and/or Annual Report.

B Any other information Council may deem necessary.

Risk Assessment

Council staff will carry out an assessment of the risks of
providing funding and/or other resources. This will be
completed through review of all information received

by the proposed partner, and through discussion and/

or enquiry to any party that it chooses, in order to

make such an assessment. The risk assessment will be
documented and presented to Council for consideration.

Monitoring and Reporting

Staff will be required to monitor, and report back to Council
on all arrangements entered into for the provision of funding
and/or resources. Reporting must be carried out not less
than once a year, but the frequency of further reporting
during the year will be determined on a case by case basis,
depending on the nature of each arrangement entered into,
and the amount of any funding or resources provided.

Policy on Financial Contributions

Introduction

The Local Government Act 2002 requires Council
to adopt a policy on financial contributions. This
policy outlines Council’s approach to these.

Financial Contributions

Before a Council can levy financial contributions, provisions
relating to financial contributions must be included in

the regional plans that have been prepared under the
Resource Management Act 1991. The Regional Plan:

Coast and Regional Plan: Water include such provisions

and a summary of those provisions are provided below.

No capital expenditure or activity included in this Long
Term Council Community Plan has been identified as
requiring to be funded by Financial Contributions. However,
during the period of this plan, it is possible that the

issuing of a resource consent may give rise to the need for
imposing a financial contribution, and if so, the provisions

of the appropriate regional plan will be adhered to.

Regional Plan: Coast

Financial contributions may be for various purposes
specified in the Regional Plan: Coast, including the purposes
of ensuring positive effects on the environment to offset

any adverse effects (environmental compensation).

Reporting is required to cover both the performance
of the partnership, and the extent to which
community outcomes are being furthered as a result
of the provision of funding and/or resources.

Monitoring will be undertaken in accordance with the terms
of any Letter of Understanding or Agreement entered into.

Consultation

Unless the proposed partnership and provision of
funding and/or resources is deemed to be significant
in accordance with Council’s Policy on Significance,
then Council will determine on a case by case basis,
what, if any, consultation should be undertaken.

Review of Policy

In accordance with the Local Government Act 2002, this
policy will be reviewed and open for public comment
via the special consultative procedure, on no less

than a three yearly basis. It will also be reviewed and
consulted on at any other time within a three year period
when amendment to the policy may be required.

In deciding on any financial contribution, the Otago Regional
Council will take into account that requiring a contribution may
not be appropriate in every case, even where there are adverse
effects. Every resource consent application will be considered as
to the nature and extent of any contribution that may be required.

Financial contributions may be imposed on any coastal
permit for the purposes of mitigation or compensation
in respect of the circumstances set out below.

B Where public access to or along the coast will
be limited or prevented by the activity.

B Where the activity occupies or affects any part of the
coastal marine area which is or was previously open to
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the public, and contains or previously contained facilities or
space used by the public in the coastal marine area.

B Where the activity will or is likely to result in
destruction or damage to vegetation or habitats.

B Where the activity is likely to cause or
contribute to adverse effects on:

o visual amenities and/or involves land
clearance or disturbance.

« visual amenities, heritage features or conservation areas.

 any coastal protection area.

o any site identified in Schedule 3 of the Regional Plan:
Coast as being important to marine mammals or birds

o seabed or foreshore.

B Where the activity will adversely affect a historic
site, building, place, or area, or one of cultural
or spiritual significance to Kai Tahu.

B Where the activity is likely to contribute directly or
indirectly to littering of the coastal marine area.

B Where the activity will cause or contribute to adverse
effects not previously described on the environment.

Contributions may be in the form of money or land or

a combination of money and land. In deciding whether

or not to impose financial contributions, the types of
contributions, and their value, the Regional Plan: Coast sets
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out certain matters that must be considered by Council. The
maximum amount payable in any of the circumstances will
be the full actual cost of mitigating the adverse effects of

the activity being undertaken, to a reasonably equivalent
standard as if the activity had not been undertaken.

Regional Plan: Water

Where the Otago Regional Council grants a resource
consent under the rules in the Regional Plan: Water for
diversions, reclamation’s or dams, and for activities that
adversely affect Type B Wetland values, it may impose a
condition requiring that a financial contribution be made.

Financial contributions may be for various
purposes including ensuring positive effects on the
environment to offset any adverse effects.

In deciding on any financial contribution, the Otago Regional
Council will take into account that requiring a contribution
may not be appropriate in every case, even where there are
adverse effects. Every resource consent application needs

to be considered on a case by case basis as to the nature

and extent of any contribution that may be required.

A financial contribution condition may be imposed on any
resource consent for the purposes of offsetting such effects
as arise in respect of the circumstances set out below.

B Where legal public access to or along lake or river
margins will be restricted by the activity.

B Where the activity occupies or adversely affects
any part of a lake or river margin which contains
facilities or space used by the public.

B Where the activity will, or is likely to, result in destruction
or damage to riparian vegetation or habitats.

B Where the activity is likely to cause or contribute to
adverse effects on the natural character of the lake
or river, or the amenity values supported by it.

B Where the activity will, or is likely to, contribute to
adverse effects on the bed or margins of a lake or river.

B Where the activity will adversely affect a historic site,
building, place or area or one of cultural or spiritual
significance to Kai Tahu, in the bed of a lake or river.

B Where the activity is likely to cause or contribute to
adverse effects on any ecosystem values, particularly those
identified in Schedule 1A of the Regional Plan: Water.

B Where the activity will adversely affect
any Type B wetland value.

Contributions may be in the form of land or money or

a combination of these. In deciding whether or not to
impose financial contributions, the types of contributions,
and their value, the Regional Plan: Water sets out certain
matters that must be considered by Council. The amount
of contribution will however, reflect the actual costs of
works or other, to offset the adverse effects of the activity.
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Treasury Management Policy

Incorporating Liability Management Policy & Investment Policy

1. Introduction

The Local Government Act 2002 requires local
authorities to adopt a Liability Management Policy and
an Investment Policy. The Otago Regional Council’s
prepared policies have been combined into one
document called the Treasury Management Policy.

The Liability Management Policy is designed to provide a
framework for prudent debt management, and sets out how
Council may wish to use debt as a funding mechanism.

The Investment Policy is designed to ensure that the
financial resources of the Council are managed in an
efficient and effective way. It sets out how Council
can utilise funds from the sale of assets, what should
be done with the investment income and so on.

Council has set up a structure of responsibilities and
reporting lines to ensure the appropriate management and
accountability of the liability and investing activities.

2. Structure

2.1 Treasury Organisational Structure

The organisation chart for the treasury activity is as follows:

‘ Council

| Chief Executive

‘ Director Corporate Services

‘ Finance Manager ‘ ‘ Corporate Analyst

‘ Accountant ‘

2.2 Treasury Responsibilities
The key responsibilities of the above positions are as follows:
Council

B Approve and adopt the Liability Management
and Investment Policies.

B Review at least on a three yearly basis the Liability
Management and Investment Policies, and approve
any revisions or amendments as required.

B Approve by resolution all external Council borrowing.
B Responsible for the appointment of any funds managers.
Director Corporate Services

B Responsible for setting investment, borrowing and
risk management strategy in conjunction with the
Finance Manager and the Corporate Analyst.

B Responsible for determining the level of cash available for
investment and that held for working capital purposes.

B Approve amounts to be placed with a fund
manager for investment purposes.

B Recommend to Council amendments to the Liability
Management and Investment Policies as required.

B Recommend to Council the most appropriate source
and terms for borrowing as and when required.

B Review internal audit reports and approve as
appropriate any recommendations made.

B Approve new investments ensuring the proposed
investment complies with these policy documents.

Finance Manager

B Responsible for all activities relating to the daily
implementation and maintenance of the Liability
Management and Investment Policies.

B Assist in determining the most appropriate sources

and terms for borrowing and investing.
B Negotiate investment and borrowing transactions.

B Responsible for keeping the Director Corporate Services
informed of significant treasury activity and market trends.

B Responsible for reviewing/approving the weekly
cashflow and cash management transaction
requirements completed by the Accountant.

Corporate Analyst

B Responsible for confirming adherence to Liability
Management and Investment Policies, through internal
audit reviews, to be performed on an annual basis.
Reports findings to the Director Corporate Services.

B Assist in identifying amendments to the investment,
borrowing and risk management strategy,
which may require amendment of the Liability
Management and Investment Policies.

Accountant

B Prepare and manage Council’s cashflow
and cash requirements.

B Report to the Finance Manager on the
weekly cashflow position and resulting cash
management transactions required.

3. Liability Management Policy

3.1 General Liability Management Policy

The Council, on such terms and conditions as it considers
appropriate and by resolution, exercises its borrowing
powers pursuant to the Local Government Act 2002.

Council may borrow for the following primary purposes:
B Fund special one off type projects.

B Fund expenditure for items of an intergenerational nature.
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B Short term borrowing to manage timing differences
between cash inflows and outflows.

Council can borrow through a variety of market
mechanisms including the issue of stock and debentures,
direct bank borrowing or through accessing the

short and long term capital markets directly.

When evaluating new borrowings, the Council
will take into consideration the following:

B The impact on its borrowing limits (refer Section 3.5).

B The impact on its interest rate exposure
limits (refer Section 3.2).

B The available terms of borrowing including interest
rates, level and timing of repayments and security.

B The size and economic life of the asset / project being funded.

B The level and timing of earnings which
may flow from the asset / project.

B The advantages and disadvantages of various
borrowing mechanisms including the relevant
margins under each borrowing source.

B Council’s overall debt maturity profile, to ensure
concentration of debt is avoided at reissue / rollover time.

B Consistency with the Council’s long term financial strategy.
B Legal documentation and financial covenants.

The Council cannot borrow offshore.

3.2 Interest Rate Exposure Policy

Interest rate risk refers to the impact that movements in
interest rates can have on the Council’s cashflows.

Given the purposes for which the Council will borrow,
Council tends to weight its borrowing to long-term fixed
interest securities. It may be appropriate from time to

time (depending on Council’s outlook on interest rates) to
choose borrowing mechanisms which have a floating interest
rate, but the level of such borrowing must not exceed the
maximum floating rate exposure allowed, as set out below:

B Up to 30% of the total borrowings may
have a floating interest rate.

The Council may use the following interest rate protection
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tools to assist in the management of interest rate exposure:
B Forward rate agreements.
B Interest rate swaps, and swap options.

B Purchase or sale of interest rate options products
including caps, floors, bond and bill options.

M Interest rate futures contracts.

3.3 Liquidity Risk Management

Council ensures funds are available for the repayment of debt by:

B Matching expenditure closely to its revenue streams and
managing cashflow timing differences to its favour.

B Avoiding concentration of debt maturity dates.

B Ensuring funds are available through
committed bank facilities.

To minimise the risk of large concentrations of debt maturing
or being reissued at times of unfavourable interest rates,

the Council ensures debt maturity is spread widely over a
range of maturities (managed through the use of detailed
cashflow forecasting). Specifically, Council ensures that:

B No more than 30% of total borrowings is subject
to refinancing in any one financial year.

3.4 Credit Risk Management

While the Council will only borrow from reputable
financial institutions, there are no minimum credit rating
requirements imposed by the Council on its lenders.
Also there is no limit on the level of borrowing to which
the Council may commit from any one lender.

3.5 External Borrowing Limits

In managing its borrowings, the Council will
adhere to the following limits (based on the
Council’s latest financial statements):

B Interest expense will not exceed 20% of total rates per annum.

3.6 Security

It is Council policy to offer security for its borrowing by
way of a charge over its rates. In the normal course of
business, Council policy is not to offer security over any

of the other assets of the Council. However, in special
circumstances and if it is considered appropriate, Council
may resolve to offer such security on a case by case basis.

3.7 Repayment

The Council repays borrowings from rates, surplus
funds, investment income, proceeds from the sale of
investments and assets, or from specific sinking funds.

3.8 Internal Debt Management

When considered appropriate, the Council uses
accumulated reserves as a borrowing mechanism,
thereby reducing the level of external borrowings. The
following operational guidelines apply to the use of
reserves for funding rather than external borrowings:

B Interest is charged on the month end loan balances.

B The interest rate charged is equivalent to the
Council Banker’s 90-day bill rate plus 1%.

B Reserves available for internal borrowing
are limited to 50% of total reserves.

4. Investment Policy

4.1 General Investment Policy

Council’s primary objective when investing, is the protection
of its initial investment. Accordingly, the risk profile of all
investment portfolios must be conservative (see Appendix 1).

Within the approved credit limits contained in
Appendix 1, the Council also seeks to:

B Maximise investment returns.

B Manage potential capital losses due to interest rate
movements, currency movements and price movements.

4.2 Investment Mix

The Council has a significant portfolio of
investments comprising the following:

B Strategic equity investments.
B Strategic property investments.

B Kuriwao Endowment.
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B Short Term Liquidity.

B Long Term Investment Portfolio.

4.3 Strategic Equity Investments
Nature of Investments and Rationale for Holding
The Council owns 100% of Port Otago Ltd.

Port Otago is a significant strategic asset held by
the Council on behalf of the regional community,
with its activities complementing and supporting
the economic development of the region.

Review of holding

The Council will from time to time review the equity held
in Port Otago Limited, and may, if considered strategically
appropriate, amend the percentage shareholding held.

Disposition of Revenue

Port Otago Ltd has consistently paid a dividend to the
Council. The company’s Statement of Corporate Intent
produced annually, specifies the level of dividend that
will be paid. These dividends are to be used to subsidise
general rate funding. Special dividends received may
be used towards special projects of a one off nature.

Risk Management

The Council’s investment in Port Otago Ltd is not without risk.

Dividends receivable are driven by the level of profitability
that Port Otago can continue to generate, and ultimately,
the value of the Council’s investment in the company.

The Council’s risk management procedures include:

B Appointing external directors with appropriate
expertise to Port Otago Ltd’s Board of Directors.

B Reviewing / approving on an annual basis Port
Otago Ltd’s Statement of Corporate Intent.

B Regular reporting to Council as specified in the
Company’s Statement of Corporate Intent.

Management Reporting Procedures

Management reporting issues have been noted
under risk management issues above.

4.4 Property Investment
Nature of Investment and Rationale for Holding

The Council owns investment properties within Dunedin City, the
land having been gifted to the Council. The land is leased, the lessees
being the Dunedin Teachers College and the Otago Polytechnic.

The Council considers that holding this investment is in the
interests of residents and ratepayers, because the return by way
of rentals is at commercial rates, and therefore higher than that
which could be received on other investment instruments.

Disposition of Revenue

Revenue earned from investment properties is
used to subsidise general rate funding.

Proceeds from the sale of investment properties would
be allocated to the Asset Replacement Reserve.

Risk Management

The risk in respect of holding investment property is evaluated as
low given the location of the property and its current and long-
term use. A valuation of the property is carried out on an annual
basis by an Independent Registered Valuer, with gains or losses
in value being taken directly to the property revaluation reserve.

Rental income earned from investment properties is
considered low risk, due to the fixed and long-term nature
of the lease agreements. Lease rental is negotiated at the
time that the leases expire, with independent and expert
advice being obtained on the market conditions.

Management Reporting Procedures

Returns from investment properties are
monitored on a regular basis.

On an annual basis, the market value of the investment properties
is recorded and reported on in the Council’s financial statements.

4.5 Kuriwao Endowment
Nature of Investments and Rationale for Holding

This land was vested in the Council by the Otago Regional
Council (Kuriwao Endowment Lands) Act 1994 (“the Act”). The
Otago Regional Council leases the land to private individuals.

Disposition of Revenue

The Act allows the Council to sell the land if it so

desires but stipulates that sales proceeds and any
earnings from those proceeds must be used for
the benefit of the Lower Clutha district.

In accordance with the Act, rental income from the leases
is also used for the benefit of the Lower Clutha district, and
is used primarily for catchment works in that district.

Risk Management

The risk in respect of holding investment property
is evaluated as low given the location of the
property and its current and long-term use.

Rental income earned from endowment land is considered
low risk, due to the fixed and long-term nature of the

lease agreements. Lease rental is negotiated at the time
that the leases expire, with independent and expert

advice being obtained on the market conditions.

Management Reporting and Procedures
Returns from the leased land are monitored on a regular basis.

The value of the land is recorded and reported
on in the Council’s financial statements.

4.6 Short Term Liquidity
Nature of Investment and Rationale for Holding

This type of investment will be in the form of cash deposits
held for various periods from “on call” to 365 days or longer.
It will be held for working capital purposes, emergency
funds and as an investment when deemed appropriate.

Deposition of Revenue

Revenue earned on cash holdings is added to the reserve balance
that the cash holdings relate to, e.g. Emergency Response Reserve.
When earned on general cash held from rate takes and other
external funding sources it is used to subsidise general rates.

Risk Management

Investments are to be held with financial institutions
as approved by the Director Corporate Services, and in
accordance with the limits set out in Appendix 1.

B No more than 30% of cash is to be invested at any one
time with any one institution, unless this is the diversified
cash management portfolio managed by a funds manager
when 100% can be invested (see Appendix 1).
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Management Reporting

Cash holdings are managed as part of the Council’s
daily operational procedures (refer section 5). Cash
held for longer than 365 days is managed as part

of the Council’s overall investment portfolio.

4.7 Funds Manager

Any long term investment portfolio can be managed directly
by the Council and/or placed with funds managers.

Irrespective of who manages the portfolio, all investments
must meet the Investment Policies and Restrictions

for Managed Funds attached as Appendix 2 to this
document. These guidelines are to be reviewed periodically
but at intervals of no longer than three years.

The appointment of any funds managers will be the
responsibility of the Director Corporate Services.

5. Cash Management

The finance department is responsible for managing the
Council’s cash surpluses and deficits as they arise. These may
arise due to a mismatch of daily receipts and payments.

Council maintains weekly cashflow forecasts. These
cashflows determine the level of cash required for working
capital purposes, any surpluses available for investment,
and any deficits that may require short-term borrowing.
Any cash to be invested for longer than 12 months is
covered by sections 4.6 and 4.7 of this policy document.

The following operational guidelines apply
to the cash management processes:

B Cashflow surpluses will be invested in
accordance with 4.6 of this document.

B A committed bank overdraft facility will be maintained,
to meet interim cash and liquidity requirements.

Dedicated cash held in respect of special rating districts
or special funds will accumulate interest on those
funds to an amount equivalent to that earned by the
Otago Regional Council on its cash deposits.
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Appendix 1 - Approved Issuers, Instruments & Limits

Total for Sector Any One Institution

SHORT TERM INVESTMENTS

NZ Government 100% 100%
Investment Grade (A1+ -A3) 100%
Registered Banks 100% 30%
Promissory Notes 60% 20%
Non-Investment Grade 30%
Building Societies 30% 30%
Corporate Nil Nil
Finance Companies Nil Nil
Cash Management Fund 100% 100%
LONG TERM INVESTMENTS
NZ Government 100% 100%
NZ Government Guaranteed 100% 25%
Investment Grade (AAA - BBB-) 65%
Registered Banks 35% 20%
State Owned Enterprises 35% 25%
Rated and Unrated Local Authorities 35% 25%
Corporate (incl. Registered Banks) 35% 20%
Non-Investment Grade (not Rated/BB+) 30%
Building Societies 30% 30%
Corporate 15% 10%
Finance Companies 15% 10%

Equities

(as per investment guidelines)

Managed Portfolios

(as per investment guidelines)
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Appendix 2 - Investment Objectives, Policies & Restrictions for Managed Funds

1. Investment Portfolio

1.1 Objectives

The objectives of the investment portfolio are the
preservation of capital and the generation of moderate
capital gains. Capital gains are desired in order to
protect the real value of the investment portfolio.

The objectives of the investment portfolio are to be

provided through a balanced investment portfolio over the
investment classes of New Zealand Cash, New Zealand Bond,
Australasian Equities, and International Equities. While
periods of negative returns are possible, the manager is to
invest the funds in a manner that will limit the likelihood of
negative returns in any one quarterly period occurring.

Investment income, comprising dividends and interest
received (including the difference between the discount
price and face value of maturing discounted securities)
will be paid out at the end of each month.

The manager will take account of the tax free status of the
investment fund and manage the fund in a manner that
maximises the tax benefits available to local authorities.

Performance Benchmarks

The performance benchmark of the fund
is a composite index comprising:

B The CS First Boston 90 Day Bank Bill Index 25.0%
B The CS First Boston Bond Index 45.0%
B NZSE40 Gross Index 7.5%
B ASX200 Index (NZ$) 7.5%
B Morgan Stanley International Capital Index (NZ$) 15.0%

Performance is to be measured by:

Point to point per annum compound return of the portfolios
against the benchmark index before taxes, and after
expenses, but before fees, over five years, three years, one
year, and on a non-annualised basis over one quarter.

Investment Criteria

Investments are separated into portfolios classified as New
Zealand Cash, New Zealand Bond, Australasian Equities
(including property equities) and International equities.

Direct investment in property and syndicated property funds are
not permitted. Exposure to the property sector will be gained
through investments in listed Australasian property equities.

The tactical asset allocation ranges for investments are:

Fixed Interest

Cash 15-50%
Bonds and Fixed Interest 30-65%
Equities

Total Australasian and International 10-35%
Limited by:

Australasian Equities 5-30%
International Equities 5-30%

Historical performance over the past decade suggests the
likelihood of achieving a negative return in any one quarter, at
benchmark duration and benchmark weighting, is 12.5% (i.e.
5 quarters in 40) and in any one year 5% (i.e. one year in 20).

Organisational Structures

Otago Regional Council expects the manager to review the
portfolio at least monthly, or immediately when views on the
likely direction of interest rates or equity markets are altered.
This will lead to a review of the duration strategy of the Cash
and Bond portfolios and review of the Equity holdings. Any
decisions that are made are to be implemented immediately.

The investment strategies for the Cash and Bond portfolios
are to be based on a medium term view of the likely direction
interest rates will take, rather than short term movements.

Compliance

Compliance is to be conducted formally by the manager
on a quarterly basis. A Compliance Report is to be
provided to the Council as part of the quarterly reports.

The manager’s accountant can conduct spot compliance

at any time. Any non-compliance is to be reported to the
Otago Regional Council. Non compliance is to be corrected
within five working days unless the Council provide an
exception. However, if an asset allocation movement is
intended within the next month that would allow or result
in that non-compliance to be rectified then those aspects of
non-compliance that would be righted by that movement
are permitted to exist for that one month period.

Settlements and Scrip Reconciliation

The manager’s custodian company undertakes scrip
reconciliation, as set out in the management contract.

2. Cash Portfolio
(15-50% of Total Portfolio)

The manager will invest between 15% and 50% of the investment
portfolio in investments deemed to be domestic cash.

Domestic cash is defined as wholesale money market
instruments with a duration of up to 12 months. Duration
is defined as the weighted average term of the re-

pricing of interest rate risk - not the life of the asset.

A domestic cash portfolio is defined to be a portfolio of
wholesale money market instruments where the weighted
duration of the portfolio does not exceed six months.

Performance Benchmarks

The performance benchmark of domestic cash is:
B The CS First Boston 90 Day Bank Bill Index.
Performance is to be measured by:

Point to point per annum compound return of the domestic
cash portfolios against the benchmark index before taxes
and after expenses, but before fees, over three years, one
year, and on a non annualised basis over one quarter.
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2.1 Investment Style

Otago Regional Council believes that it is very difficult to
add significant value above the market to money market
portfolios but expects the manager to utilise the entire 0 to
one year yield curve to obtain the best long term return.

Additional value can be added through:
B The management of the duration of the fund.
B Yield enhancement through the use of asset packaging,

Floating Rate Notes, short dated bonds and promissory notes.

Managing the duration of the fund is the best means of
achieving superior returns, with the manager purchasing what

it considers are the most attractive assets on offer at the time
money flows into the portfolio or existing assets mature. Longer
term investment should be sold if yields are expected to rise,
with any capital gain offsetting the superior running yield.

2.2 Process Disciplines
Yield Enhancement Strategies

The manager can employ yield enhancement
strategies and structures as an overlay to the
basic investment strategy. These include:

B Floating Rate Notes.
Floating Rate Mortgage Backed Securities.
Promissory notes.

Short dated corporate bonds.

Short dated local authority stock.

Limits and the structure of these investments are outlined
under the section titled “Quality Controls and Compliance.”

Rules for Options
Options are not to be employed by the investment manager.
Forward Start Dated Transactions

The manager may purchase securities at forward start dates
provided that none of the Portfolio Parameters, Limits and
Restrictions are breached. The purpose of this is to cover the
re-pricing risk maturing investments. Forward start purchases
can only be used to cover investments maturing within three
months of the date of entering the forward start purchase.

2.3 Portfolio Parameters, Limits & Restrictions
Duration Restrictions

Duration: the weighted average duration of the
portfolio (physical and forward start purchases):

B Shall not exceed six months, and

B the maximum duration of any single investment in
the Cash Portfolio shall not exceed 12 months.

Investment Restrictions
Investment assets are restricted to:

B Deposits in registered banks, or securities
issued by registered banks.

B Government securities.

B “Government securities” means New
Zealand Government Securities.

B Government guaranteed securities.

B Local authority debt, provided:
« there is a charge over ratings.

B State Owned Enterprise debt

Corporate debt or securities issued by other
institutions meeting the following criteria:

B The short term credit rating for any institution selected
for investment (with the exception of Local Authority
Stock, State Owned Enterprise Debt and District
Health Board Debt) shall be within the range of:

B Australian Ratings/S & P Al-A3
Moody’s P1-P3
or their equivalent ratings with other
approved rating agencies.

Up to 50% of the cash portfolio may be invested in
FRN’s/Mortgage Backed Securities that have a life (as
opposed to duration) longer than 12 months.

Maximum Institutional Exposure

See section 3.3 Cash and Bond Portfolios
Credit Exposure for limits.

Derivatives Restrictions

The use of derivatives is not permitted.
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Delegations

As stipulated in the management agreement
between the manager and Council.

3. Domestic Bonds
(30-65% of the Investment Portfolio)

The manager will invest between 30% and 65% of the investment
portfolio in investments deemed to be Domestic Bonds.

Domestic Bonds are defined as NZ dollar denominated bonds
issued by the NZ Government, NZ corporates (including
local authority trading enterprises), NZ Local Authorities,
NZ state owned enterprises, NZ registered banks.

Performance Benchmarks

The performance benchmark is:

B The CS First Boston New Zealand Government Bond Index.
Performance is to be measured by:

B Point to point per annum compound return of the domestic
bond portfolios against the benchmark index before taxes
and after expenses, but before fees, over three years, one
year, and on a non annualised basis over one quarter.

The returns of the bond portfolio should exceed that of the
performance indicator by 0.2% over a 12 month period.

3.1 Investment Style

Otago Regional Council believes that the manager
can add value above the market by:

B active management of the duration
relative to the benchmark, and

B active management of investments according to
the manager’s view on the shape of the yield curve
and the direction interest rates will take.

Active management means taking positions different
from the market duration and yield curve shape.

Otago Regional Council does not expect the manager to trade
bonds for short term gains, but take longer term views on
interest rate movements and position the portfolio accordingly.

Any corporate bond would be purchased on the basis of absolute
and relative value based on expectations of a contraction in swap
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spreads (i.e. value to other bonds of a similar credit and differing
credits) and a downward movement in interest rates. Otago
Regional Council does not wish the manager to simply purchase
corporate bonds for running yield as margins may widen which
would erase any additional returns gained from the higher yield.

3.2 Process Disciplines Portfolio
Parameters, Limits and Restrictions

Duration Restrictions

The weighted average duration of the investments of the Fund
(physical and derivatives) will be within 25% to 150% of the
CSFB Bond Index (Index duration is currently 4.03 years).

Investment Sector Restrictions
Investment assets are restricted to:
B New Zealand Government issued or guaranteed securities.

o These shall be a minimum of 35% of the market value
of the bond portfolio, unless there is a cash holding
in the portfolio in which case the combined cash and
government securities holdings will be a minimum
of 35%. This is required for liquidity purposes.

o NZ dollar denominated securities of overseas
Governments or international institutions having a
credit rating equal to or higher than that of the New
Zealand Government can be substituted for government
securities. International institutions include Government
owned agencies, corporates and local bodies.

B NZ Local Authority securities.

o Local Authority Stock shall be to a maximum of
50% of the market value of the bond portfolio.

o Local Authority Stock can be purchased
provided there is a charge over ratings.

o Local Authority financial data are
to be reviewed annually.

NZ State Owned Enterprise securities.

o These shall represent not more than 50% of
the market value of the bond portfolio.

Investment Grade securities.

o These are defined as securities issued
by corporate entities.

o Ttexcludes rated Local Authority Trading
Enterprises and power supply companies.

o All corporate institutions must have a rating of BBB+
or higher as per S&P/Australian or equivalent Ratings.

o Corporate paper with the rating limits above shall not
exceed 50% of the market value of the bond portfolio.

Below Investment Grade Securities (including Capital Notes).

o Industr where for those companies:
o The debt/equity ratio does not exceed 30/70.

o The interest cover ratio (EBIT to all
interest) to be at least 1.5 times.

« Dividends and capital repayments are not possible

prior to interest payments or bond holder approval (i.e.

bond holders interests come before equity holders).
Financial companies paper, where for these companies:

o The risk weighted capital adequacy ratio (Tier 1 and
Tier 2) exceeds the minimum set by the Reserve Bank
of New Zealand for Registered Banks (currently 8.0%).

o  Equity exceeds $25 million.

o Up to a maximum of 20% of the market value of
the bond portfolio may be invested in securities
issued by institutions below investment Grade rating
provided the credit criteria specified above are met.

« Capital Note purchased must be sold six months
prior to maturity or sometime before that date, if they
can be converted into equity at the discretion of the
company at less than 9% discount to the market price.

Short Term Securities.

o Up to a maximum of 65% of the market value of the
bond portfolio may be invested in short-term securities
that meet the investment criteria of the cash portfolio.

Maximum Institutional Exposure

See section 3.3 Cash and Bond Portfolios
Credit Exposure for limits.

Currency Restrictions

All investments are to be:

B Denominated in New Zealand dollars.
Derivatives Restrictions

B Derivative transactions are not permitted.
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3.3 Cash and Bond Portfolio Credit Exposures

In light of the size of the Cash and Bond portfolios, transaction costs and minimum parcel size, exposure to any one
institution, in terms of fixed interest investments, is to be based on the combined size of the Cash and Bond portfolios.
However, other investment restrictions of the respective Cash and Bond portfolios must be adhered to.

Maximum Institutional Exposure

Investment in any one entity in the following categories to be restricted to a maximum of:

Maximum Minimum Maximum
Exposure to Exposure to Exposure to
Entity Any one Sector the Sector the Sector
Combined Cash and Bond portfolios (Short Term Investments)
Any one Registered Bank 25% 100%
Any institution other than a Registered Bank or
NZ Government issued or guaranteed security 20% 100%
Government issued or guaranteed security 100% 100%
Forsyth Barr Cash Management Fund 25% 25%
Bond Fund Only (Bonds and FBFM CMF)
NZ Government 100% 35%* 100%
NZ State Owned Enterprises 20% 50%
Government Guaranteed Enterprise 25% 100%
NZ Local Authorities (including LATE's) 259%** 50%
Investment Grade Institutions 20% 50%
Non-investment Grade Institutions 10% 20%
Short Term Bank/Forsyth Barr Cash Management Fund 35%*

B All of the percentages referred to above relate to the physical investments of the bond portfolio.

B Up to 25% of the market value of each of the Cash and Bond portfolios can be invested in the Forsyth Barr Cash Management
Fund provided it is intended to be there for a short term, awaiting transactions or not being sufficient size to warrant investing.

B * Combined cash and NZ Government weighting to be a minimum of 35%.

B ** The weighting in Civic Bonds or bonds issued by the Local Authority Bond
Trust can be up to 50% as these are diversified portfolios.
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4. Equities
(10-35% of the Investment Portfolio)

The manager will invest between 10% and 35% of
the investment portfolio in investments deemed to
be Equities, comprising Australasian Equities (5% to
30%) and International Equities (5% to 30%).

4.1 Australasian Equities
(5%-30% of the Investment Portfolio)

The manager will invest between 5% and 30% of the investment
portfolio in investments deemed to be Australasian Equities.

Australasian Equities are defined as common stocks, unit
trusts, investment trusts or similar investment vehicles
listed on the New Zealand and Australian stock exchanges.
These include convertible notes but not capital notes, which
are classified by Otago Regional Council as Bonds.

Australasian Equities are further defined as investments
that are of a capital nature (including Warrants,

Rights, Contributory Shares), and generally pay
dividends, rather than being interest bearing.

Investment Style

Otago Regional Council believes the manager can add value
through stock selection overlaid with an assessment of the
economic fundamentals for the region (i.e. a bottom up
approach of stock selection supported by top down economic
assessment — value investment style). Therefore relatively large
positions relative to the benchmark are desirable, provided

a case can be established on the basis of real perceived

value. In addition, equity allocations will be dependent

on an assessment of outlook for the globe as a whole.

Performance Benchmarks
The performance benchmark of Australasian equities is:

B The NZSE40 Gross Index (50%), ASX200 Index
(50%) converted back into NZ dollars.
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Performance is to be measured by:

B Point to point per annum compound return of the equity
portfolios against the benchmark index before taxes and
after expenses, but before fees, over five years, three years,
one year, and on a non-annualised basis over one quarter.

The returns of the equity portfolio, before brokerage and
transaction costs should exceed that of the performance
indicator by 0.5% over any given 12 month period and
after transaction costs exceed the benchmark.

Process Disciplines
Rules for Derivatives

The use of derivatives, with the exception
of FX derivatives, is not permitted.

Portfolio Parameters, Limits and Restrictions
Investment Sector Restrictions

Investment assets are restricted to:

B Australasian Large Capitalisation Equities.

o NZbased stocks, unit trusts, investment trusts
or similar investment vehicles listed on the
New Zealand Stock Exchange that form the
NZSE40 or by market capitalisation are the
top 50 companies listed on the NZSE.

o Stocks, unit trusts, investment trusts or similar
investment vehicles of Australian based
companies listed on the Australian Stock
Exchange that form the ASX200 Index.

B Australasian Small Companies Equities.

«  Stocks listed on the New Zealand Stock Exchange
that form the NZSE Small Companies Index.

o+ Stocks listed on the Australian Stock Exchange
that form the S&P Small Ordinaries Index.

B Cash.

o Held in NZD or AUD awaiting the purchase of
Stocks in the currency the funds are held.

« Cash holdings are to be held in investments which
would meet the investment criteria of the Cash Fund.

o The maximum Cash holding is 10% of
the Australasian Equities Fund.

There must not be more than 100% or less than 90% of the
equity portfolio, by value, invested or committed to investment.

Allocation weightings for investment within
the equity portfolio are restricted to:

Group Minimum Maximum Benchmark
New Zealand Large

Companies 0 100 50
New Zealand Small

Companies 0 20%

Australasian Large

Companies 0 100 50
Australasian Small

Companies 0 20%

Cash 0 10

* Combined maximum of 20% of the
Australasian Equities portfolio.

Maximum Institutional Exposure

Investment in any one entity in the following
categories to be restricted to a maximum of:

Entity Maximum Exposure in Portfolio (percent)

15% of the funds invested in Australasian
Stocks except for Telecom NZ and Telstra
where the maximum % can be 30%, and for
managed funds where the % can be 50%.

Australasian
Large
Companies

5% of the funds invested in Australasian
Stocks except for managed funds where the
% can be 20%.

Australasian
Small
Companies

B All of the percentages referred to above relate to the market
value of the physical investments of the equity portfolio(s).

B The equity portfolio can not hold more than 10% of
the common capital issued by any one company.

B Up to 10% of the market value of the Australasian
Equities can be invested in the Forsyth Barr Cash
Management Fund awaiting investment into equities
or being of insignificant value to warrant investing.

Currency Restrictions
Exposure is restricted to the NZD and AUD.

Between 0% and 75% of Australian equity investments
can be hedged back into New Zealand dollars.

Currency hedging can be conducted via forward exchange
contracts or option structures. Option structures are
limited to 1.5 put options sold for every call option bought,
provided the value of the put options is less than 75% of
the equity exposure to that currency. Options can not

be sold solely for the purpose of generating income.

Any over hedged positions are to be closed immediately

upon the discovery of the position. However, over hedging is
permitted up to 80% of the value of the securities hedged if it
is uneconomic to remove the hedge and the market is expected
to perform so that the hedge would move back under 75%.

4.2 International Equities
(5%-30% of the Investment Portfolio)

The manager will invest between 5% and 30% of the investment
portfolio in investments deemed to be International Equities.

International Equities are defined as common stocks, unit
trusts, investment trusts or similar investment vehicles
listed on stock exchanges throughout the world, excluding
the Australian and New Zealand stock exchanges. These
include convertible notes but not capital notes, which

are classified by Otago Regional Council as Bonds.

International Equities are further defined as investments that are of
a capital nature (including Warrants, Rights, Contributory Shares),
and generally pay dividends, rather than being interest bearing.

Investment Style

Otago Regional Council believes the manager can add value
through stock selection overlaid with an assessment of the
economic fundamentals of a particular country, or region,
and the world in general (i.e. a bottom up approach of stock
selection supported by top down economic assessment

- value investment style). Therefore relatively large
positions relative to the benchmark are desirable, provided
a case can be established on the basis of real perceived
value. In addition, equity allocations will be dependent

on an assessment of outlook for the globe as a whole.
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Performance Benchmarks
The performance benchmark of International Equities is:

B The Morgan Stanley International Capital
Index converted back into NZ dollars.

Performance is to be measured by:

B Point to point per annum compound return of the equity
portfolios against the benchmark index before taxes and
after expenses, but before fees, over five years, three years,
one year, and on a non-annualised basis over one quarter.

The returns of the equity portfolio, before brokerage and
transaction costs should exceed that of the performance
indicator by 0.5% over any given 12 month period and
after transaction costs exceed the benchmark.

Process Disciplines
Rules for Derivatives

The use of derivatives, with the exception
of FX derivatives, is not permitted.

Portfolio Parameters, Limits and Restrictions
Investment Sector Restrictions
Investment assets are restricted to:

M Stocks, unit trusts, investment trusts or similar investment
vehicles listed on the New York Stock Exchange.

B Stocks, unit trusts, investment trusts or similar investment
vehicles listed on the London Stock Exchange.

B Stocks, unit trusts, investment trusts or similar investment
vehicles listed on the Tokyo Stock Exchange.

B Stocks, unit trusts, investment trusts or similar investment
vehicles listed on the West European Stock Exchange.

M Cash

o Held in USD, NZD, GBP, CHFE, SGD, HKD,
KRW, EUR or JPY, awaiting the purchase of
Stocks in the currency the funds are held in.

«  Cash holdings are to be held in investments which
would meet the investment criteria of the Cash Fund.

o The maximum Cash holding is 10% of
the International Equities Fund.

There must not be more than 100% or less than 90% of the
equity portfolio, by value, invested or committed to investment.

Maximum exposure in any country for funds allocated
to international equities is limited to the greater of 5% of
the Fund or 1.5 times the MSCI weighting. Exposure to
Asia excluding Japan is limited to 10% of the Fund and
5% for each of Emerging Europe and Latin America.

Allocation weightings for investment within
the equity portfolio are restricted to:

Group Minimum Maximum Benchmark
International Equities 90 100 100
Cash 0 10

Maximum Institutional Exposure

Investment in any one entity in the following
categories to be restricted to a maximum of:

Entity Maximum Exposure in Portfolio (percent)

Offshore 5% of funds invested in international
Equities, equity equities except for managed funds where
funds the % can be 100%.

B All of the percentages referred to above relate to the market
value of the physical investments of the equity portfolio(s).
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B The equity portfolio can not hold more than 10% of
the common capital issued by any one company.

B Up to 10% of the market value of the International
Equities portfolio can be invested in the Forsyth Barr
Cash Management Fund awaiting investment into equities
or being of insignificant value to warrant investing.

Currency Restrictions

Exposure is restricted to currencies that are
freely traded, and there are no restrictions or
impediments to the withdrawal of investments.

Between 0% and 75% of offshore equity investments can be
hedged back into New Zealand dollars. For equities listed
on foreign market stock exchanges, the most appropriate
currency hedge is that of the stocks main listing.

Currency hedging can be conducted via forward exchange
contracts or option structures. Option structures are
limited to 1.5 put options sold for every call option bought,
provided the value of the put options is less than 75% of
the equity exposure to that currency. Options can not

be sold solely for the purpose of generating income.

Any over hedged positions are to be closed immediately

upon the discovery of the position. However, over hedging is
permitted up to 80% of the value of the securities hedged if it
is uneconomic to remove the hedge and the market is expected
to perform so that the hedge would move back under 75%.
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