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LIABILITY MANAGEMENT POLICY

1. General Policy

Council exercises its borrowing powers within the Local Government Act 2002, $113 122. The
borrowing programme is approved by Council when it approves the annual plan each year.
Resolutions of Council are not required in the case of hire purchase, credit or deferred purchase of
goods and services where:

« There is a period of less than 3 months indebtedness.

« The goods and services are obtained in the ordinary course of operations, on normal terms,
for amounts not exceeding in aggregate an amount determined by resolution at Council i.e.
approved financial delegations as documented in Councils Delegation Manual.

When borrowing is required it is generally used for the following main purposes:

e General debt to fund Council’s balance sheet and from time to time liquidity requirements.
« To fund operational or infrastructural asset purchases that will benefit the Council and
ratepayers over a long period of time.

Council may borrow through a variety of mechanisms comprising of the issue of stock, through
accessing the capital markets or by direct bank borrowing.

When evaluating any new horrowing the Manager Finance or Accountant take into account the
following in relation to source, term size, and pricing;

The size and economic life of the project.

The impact any new debt will have on the borrowing limits.

Council s overall debt maturity profile.

Interest rates prevailing relative to term for both stock issuance and bank borrowing.
Management s view, after consultation with qualified advisors, of future interest rate
movements.

« Term available from bank and stock issuance.

» Legal documentation and financial covenants required.

From time to time the Council may wish to replace external borrowing with internal funding or to use
internal funds for new projects. Council would require a return on its internal funding because it would
have lost the opportunity to invest externally in the market place.

Internally funded projects will be charged interest annually. The interest rate on internal borrowing will
be the interest offered on 1% July for a 12 month investment. plus a credit margin of 0.25 which
Council would normally pay for a facility.

2. Borrowing Limits
Council in managing borrowing adheres to the following limits:

« Gross interest expense on all borrowing will not exceed 20% of total annual rates income,
being total general rates, penalties and targeted rates levied.

» Net cash inflows from operating activities exceed gross annual interest expense by two times.

» Liquidity ratio of 1;1 which measures the ability of Council to quickly generate cash from
current assets in order to meet its current obligations.

« Total debt per rateable property not to exceed $4000

Page 1



LIABILITY MANAGEMENT POLICY

3. Liquidity and Credit Risk Management

Council will avoid the concentration of debt maturity dates and the total amount of debt in so far as is
practical, be spread evenly across the range of possible maturity dates.

Council will only enter incidental arrangements with creditworthy counterparts. Credit worthy
counterparties are selected on the basis of their current Standard & Poors rating which must be A- or

better.

4. Interest Rate Risk Management
Any borrowing done by Council gives rise to exposure to interest rate movemenis. Council’'s
preference, to avoid adverse impact on interest rates, is to have a preference for a high percentage of

long term fixed rates.

The Manager Finance and Policy will manage the interest rate risk by ensuring a mix of fixed and
variable rates are present in its debt portfolio.

The use of interest rate risk management instruments requires Council approval e.g. hedging.
The current loans for Westland Holdings Limited utilize interest swap instruments.
5. Security

Council will normally secure its borrowings against ils rates revenue. Security may also be offered,
with Council’s approval, over specific Council assets.

Council can also offer security on infrastructure assets where special rating provisions apply.
6. Repayment

Repayments of Council borrowing are made from asset sale proceeds, sinking funds, renewal loans
or from general funds.

Term of loan not to exceed the life of the asset to a maximum term of 20 years

Debt will be repaid as it falls due. Rates are collected quarterly for loan funding from these
sectors for which the loans were raised and are credited quarterly to the bank loans
outstanding.

7. Financial Guarantees
Financial guarantees can be made from time to time, by Council, to organisations, groups or bodies
for recreational and community purposes. Before guarantees are approved the latest financial reports

and cashflow projections are reviewed by management.

Appropriate conditions and controls will be established and documented, by Council, before the
approval and provision of any financial guarantees.

Page 2
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Fin 2o

NBS

4 November 2008

2008
Audit and Finance Committee GM IHWMIM e 1, : -
Westland District Council PR MO HMAC ] MF [ipA CSOJENG
36 Weld Street
Hokitika 7810 |

Dear Committee members

We confirm that NBS has applied for participation in the recently announced Crown

Retail Deposit Guarantee Scheme (CRDGS).

NBS is New Zealand’s oldest Building Society, and has successfully traded through
challenging economic times in the past. Qur inclusion in the Government scheme will
give further comfort to our existing Investment customers and confidence to all

prospective Investment customers.

NBS currently manages Investment funds for two other District Councils and would
be pleased to offer you the same excellent service and market-leading Investment

rates,

A substantial increase in investment funds here will firmly entrench our Greymouth
Branch in the marketplace and place us in a position to be able to consider

sponsorship assistance for community-focussed projects.

We see this partnership being mutually beneficial to Westland District Council, the

local community and NBS.

Please contact me at any time to clarify any questions you may have about this offer.

Nelson 111 Trafalgar Street, T: 03 548 2164, F: 03 548 Bgoo. Richmond 207 Queen Street, T: 03 543 9391, F: 03 543 9350,
Motueha 185 High Street, T: 03 528 1111, F: 03 528 0092, Murchison 32 Waller Street, T: 03 523 1000, F: 03 523 9565.
Greymouth 74 Mackay Streer, T: 03 768 go16, F: 03 768 7084. Westport 192 Palmerston Street, T: 03 788 8177, F: 03 789 7180.
Post PO Box 62, Nelson. Freephone 0800 101 700. Email info@nbs.co.nz www.nbs.ca.nz



Yours faithfully

Uchcta,

Karen Atkinson

Manager
NBS Greymouth
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13 November 2008

Quecha Horning

Westland District Council
36 Weld Street i A
eid Stree GM {HWMIMPRY MO JMAC] MF 1P} GSC 1
Hokitika 7810
v
Dear Quecha

As discussed in our phone conversation yesterday, I have enclosed some additional
information in support of our request that Westland District Council give Nelson
Building Society (NBS) the opportunity to quote for the management of Councils

Investment funds. I have also included my original letter for you information.

Find enclosed:

1. NBS Annual Report 2008

2. NBS Prospectus No 33

3. Copy of the press release announcing the assignment of a BB Credit Rating
by Fitch Ratings, a leading global rating agency

4. Copy of'the press release on the launch of the New Zealand Savings
Institutions Assoc of which NBS is a member

5. Information on Amendments to the Crown Retail Deposit Guarantee Scheme.

NBS is now ‘approved’ under the scheme.

NBS is administered by a Trust Deed, which contains strict financial controls. This
monitoring is undertaken by Trustees Executors Ltd on a monthly basis. Trustees
Executors Ltd is a division of the Sterling Grace Group, a longstanding historical

institution.

Nelsen 111 Trafalgar Street, T: 03 548 2164, F: 03 548 8goo. Richmand 207 Queen Street, T: 03 543 9391, F:03 543 9390.

Motueka 185 High Street, T: 03 528 1111, F: 03 528 o092, Murchison 32 Waller Street, T: 03 523 1000, F: 03 523 9565.

Greymouth 74 Mackay Street, T: 03 768 go16, F: 03 76B 70B4. Westport 192 Palmerston Street, T: 03 788 8177, F: 03 78¢ 7180.
Post PO Box 62, Nelson. Freephone 0800 101 700. Email info@nbs.co.nz www.nbs.co.n



NBS has remained strong in the recent challenging economic times due to our strict
financial controls, conservative lending policies and the experience of our

Management team, achieving a Total Asset Growth of 3.3% to $231.7M year-to-date.
Please contact me at any time to clarify any questions you may have regarding this

information.

Yours faithfully

Karen Atkinson

Manager

NBS Greymouth



