APPENDIX 1 FIN-11-273

Loan Requirements from Annual Plan for 2011/12

Loan $000 | Purpose

Cemeteries 10 | Cemeteries

Districtwide Coastal Protection 546 | Coastal protection work

Parks and Reserves 1,929 | Parks and Reserves Improvements

Strategic Land Purchases 3,840 | Strategic Land Purchases

Solid Waste 54 | Landfill Restoration Work

Districtwide Roading 4,889 | Road upgrading and renewal work

Districtwide Stormwater 680 | Flood mitigation work at Paekakariki

Paraparaumu/Raumati Stormwater | 3,487 | Paraparaumu/Raumati Stormwater
Improvements

Waikanae Stormwater 313 | Waikanae Stormwater Improvements

Civic Building Refurbishment 3,096 | Civic Building Refurbishment Work

Information Technology 304 | Information Technology Upgrades

Development of Town Centres 1,707 | Town Centres upgrading — Otaki Main Street
and design investigation Raumati Beach

Paraparaumu/Waikanae Joint 2,799 | Joint Water Supply Improvements

Water

Libraries 542 | Waikanae Library Building Upgrade

Paekakariki Stormwater 581 | Paekakariki Stormwater Improvements

Otaki Stormwater 1,179 | Otaki Stormwater Improvements

Pools 7,953 | Aquatic Centre work

Paraparaumu Wastewater 950 | Paraparaumu Wastewater Improvements

Paekakariki Water 250 | Paekakariki Water Improvements/renewals

Otaki Stormwater 732 | Otaki Stormwater Improvements

Waikanae Wastewater 712 | Waikanae Wastewater Improvements

TOTAL 36,553
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<@ Statutes of New Zealand

Local Government Act 2002

118 Certificate of compliance

A certificate signed, or purporting to be signed, by the chief executive of a local authority to the effect that
the local authority has complied with this Act in connection with a protected transaction is conclusive proof
for all purposes that the local authority has so complied.

Compare: 1974 No 66 s 122ZG(3)

/ Commentary - Local Government - Key Legislation

Synopsis

The chief executive of a local authority may sign a certificate to the effect that the local authority has
complied with the Act in connection with a protected transaction. That certificate will be conclusive proof
that the local authority has complied.

Cross references

s 112 “protected transaction”

Local Government Act 1974

s 1227 G(3) effects of breach on third parties
LG118.01 Legislative background

This section is based on s 122ZG(3) of the Local Government Act 1974,
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Interest Rate Risk Control Limits

The Council debt/borrowings must be within the following fixed/floating interest
rate risk control limit:

Master Fixed/Floating Risk Control Limit
Minimum Fixed Rate = 55% Maximum Fixed Rate = 95%

“Fixed Rate” is defined as an interest rate repricing date beyond 12-months forward
on a continuous rolling basis.

“Floating Rate” is defined as an interest rate repricing within 12-months.

The percentages are calculated on the projected net debt levels per the Council’s
Annual Plan financial forecasts that are approved by the Council, calculated on the
12-month projected net debt figure. The calculation of interest rate control limits
on projected net debt levels can also be applied to 24-month forecast net levels for
the purposes of the fixed rate limits, as the result of Capital Expenditure
programme impacts approved in a draft Long Term Council Community Plan. The
24-month forecast debt level would be subject to approval by the Chief Executive
as being a fair and reasonable forecast. Net debt is the amount of total debt, less
absolute matching sinking fund assets and any liquid investments. This allows for
pre-hedging in advance of projected physical drawdowns of new debt. When
approved forecasts are changed, the amount of fixed rate cover in place may have
to be adjusted to comply with the Treasury Management Policy minimums and
maximums.

The fixed rate amount at any point in time must be within the following maturity
bands:

Fixed Rate Maturity Profile Limit

Period Minimum Cover Maximum Cover
1 to 3 years 20% 60%
3 to 5 years 20% 60%
5o 10 years 10% 60% *

* Maximum cover in the five to 10 year period may be extended up to 70%
during periods of historical low long term interest rates subject to approval by
the Chief Executive and reported to the Council at the following Council
meeting. The definition of ‘historical low long term interest rate’ is where the
10-year swap rate is more than 15% below its rolling ten year average.

Floating rate debt may be spread over any maturity up to 12-months. Bank
advances may be for a maximum term of 12-months.

Major control limit — the net notional exposure of all interest rate risk management
instruments must not exceed the total 24-months forecast debt level.
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Control limits for individual types of interest rate risk management instruments

Forward Rate Agreements outstanding at any one time must not exceed 75% of the
total floating rate debt. Forward Rate Agreements may be “closed out” before
maturity date by entering an equal and opposite Forward Rate Agreement to the
same maturity date or, alternatively, by purchasing an option on a Forward Rate
Agreement for the equal and opposite amount to the same date.

Interest rate options must not be sold outright. However, 1:1 collar option
structures are allowable whereby the sold option is matched precisely by amount
and maturity to the simultaneously purchased option. During the term of the
option, the purchased side of the collar cannot be closed out by itself, in the event
of this occurring both sides must be closed simultaneously. The sold option leg of
the collar structure must not have a strike rate “in-the-money”.

Purchased borrower swap options mature within 12-months.

Interest rate options with a maturity date beyond 12-months that have a strike rate
(exercise rate) higher than 2.00% above the relevant swap rate, cannot be counted
as part of the fixed rate cover percentage calculation.
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