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Our vision is

To minimise the cost of borrowing used to fund the capital development of the
Community’s assets

Council’s commitment
Council’'s commitment is to:

e Minimise our long term borrowing costs within approved risk parameters

e Minimise our exposure to adverse wholesale interest rate and credit margin
movements, maturity and interest rate re-pricing concentrations

e Maintain appropriate liquidity levels and manage cash flows to meet known
and reasonable unforeseen funding requirements.

e Minimise exposure to credit risk

e Comply with, monitor and report on financing/borrowing covenants and ratios
under the obligations of our lending/security arrangements and this policy

e Comply with the requirements of the Local Government Act 2002

Management of borrowings

Council will:
e Consider and approve its forecast borrowing requirements by approving its
Long Term Plan and each Annual Plan.
e Manage financial assets and debt on a net portfolio basis (borrowings less cash
instruments).
e Prudently and effectively manage borrowings and liabilities having regard to:

- Interest rate and credit margin exposure

- Liquidity and funding exposure

- Counterparty credit exposure

- Debt repayment

- Borrowing limits and financial covenants

- Security arrangements

(Procedural guidance on each of these matters is set out in appendix one).
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o Delegate authority to the Chief Executive Officer to initiate any actions in terms
of this policy, including the authority to execute any documents on behalf of
Council.

This policy covers internal and external borrowings. Any other Council liabilities are
managed in the course of the Council’s day-to-day operations.

Borrowing limits

|
]

Council will:
. Ensure that the following parameters are not exceeded:
Item Borrowing ‘“m“i -7 ¢ d [BJ2]: We have presumed there is no need to
Net external debt' as a percentage of total revenue? <175% ~_ | change these LGFA limits.
Net interest® on external debt as a percentage of total revenue <15% h
C d B
Net interest on external debt as a percentage of annual rates <20% { [ER3R2J:Confirmed
income* (debt secured under debenture)
Liquidity: (Liquid investments + external debt + unutilised committed >110%
debt facilities) / external debt

Interest rate exposure

Movements in interest rates can affect Council’s financial performance and funding
requirements. Interest rate risk management seeks to minimise interest costs and
risks as interest rates change.
To manage interest rate risk on debt Council will:
¢ Utilise mechanisms including
o setting risk control limits on fixed and floating rates
o setting risk control limits on the use of interest rate instruments (under
the guidance of independent external advisors) on a portfolio basis

1 Net external debt is defined as external debt less liquid financial assets and investments. Liquid financial
assets and investments are defined as cash, bank deposits and any fixed interest and equity investments
that are held for other than strategic purposes._For LGFA reporting purposes borrower notes are deducted
from external debt to determine net external debt.

2 Revenue is defined as earnings from rates, government grants and subsidies, user charges, interest,
dividends, financial and other revenue. Revenue excludes non-government developer contributions and
vested assets (including found assets and the revaluation of derivatives and assets).

3 Net Interest is defined as the amount equal to all interest and financing costs less interest income for the
relevant period.

4 Annual Rates Income is defined as the amount equal to the total revenue from any funding mechanism
authorised by the Local Government (Rating) Act 2002 together with any revenue received from other
Local Government Authorities (LGAs) for services provided and for which the other LGAs rate.
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Liquidity and funding

Financial assets and funding sources need to be managed to ensure that Council can
meet all of its obligations as they fall due.
Council will:
e Utilise mechanisms to manage liquidity and funding risk including:
o cashflow management and forecasting,
o maintenance of unutilised committed stand-by and debt facilities and
liquid funds,
o having risk control limits that enforce spreading of funding maturities,
o pre-funding of existing and forecast debt requirements,
o accessing long term debt where available and cost effective, to assist
with spreading of term profile of funding risk

Credit exposure

Prudent credit management can reduce Council’s risk of loss from a counterparty
failing to meet its obligations. Liquidity risk for borrowings is relevant for the undrawn
portion of any committed, stand--by or bank-debt facility, where the counterparty has a
contractual obligation to provide funds to Council. Credit exposure from derivative and
other financial contracts relates to the default of the counterparty leading to non-
payment of their contractual obligations. To manage these risks, Council will:

e Set limits on the acceptable credit rating for counterparties.

e Ensure legal documentation is independently reviewed by Council’s legal

counsel.

Debt repayment

Council will:
e Make debt repayment decisions driven by Council’s liquidity profile, contractual
terms, debt levels and sustainable funding needs. External debt is managed on
a net portfolio basis.
e Only borrow externally when it is commercially prudent to do so.
o Determine the cashflows to be used for the repayment of debt or reduction in
borrowing requirements.

Security for debt

Council will:
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o Offer security over borrowing by way of a charge over rates and rates revenue
through the Debenture Trust Deed.

e From time to time, may offer alternative security over specific assets, with
approval by Council and Trustee.

Source of funds
Council considers the following to be appropriate sources of funds:

e any New Zealand registered bank of suitable credit worthiness (as defined within
the credit exposure section of the policy)-

e Council reserves, special funds, or surplus cash available for internal borrowing

e borrowing secured by the Debenture Trust Deed-

e lease to own arrangements — the counter parties shall be the open market

e Council issued commercial paper and bonds to the New Zealand Local
Government Funding Agency (LGFA), LGFA stand-by facilities that is secured by
the Debenture Trust Deed.

Financial support and lending activity to Council Controlled Organisations
(CCO) and Council Controlled Trading Organisations (CCTO)

B i forCouncil Controlled O
= )

Controllod Trading Oraanisations.

and-Council

To better achieve its strategic and commercial objectives, Council may provide
financial support in the form of:

e Guarantees, subscribing for shares as called or uncalled capital provided to a
wholly owned or multi-council owned CCO upon Council approval.

Guarantees of financial indebtedness to CCTOs are prohibited, but financial
support may be provided by subscribing for shares as called or uncalled
capital. Council does not lend money, or provide any other financial
accommodation, to a CCTO on terms and conditions that are more favourable
to the CCTO than those that would apply if Council were borrowing the money
or obtaining the financial accommodation, without charging any rate or rate
revenue as security.

e Ddebt funding directly or indirectly to CCO/CCTO’s. Indirect lending is where
the CCO/CCTO becomes a member of the LGFA and Council provides the
financial support.

1(-‘n||nni| gt X7 of fi ial-indebted to CCTO's-are pr hibited—but-financial

support-may—be—provided-by—subseribingfor—sh as—ca i
ribing—for—shares—as—ea p
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Any financial support or lending arrangement to a CCO or CCTO must be approved by
Council.

All lending arrangements must be executed under legal documentation (e.g. loan,
guarantee) reviewed by Council’s independent legal counsel and approved by Council.

New Zealand Local Government Funding Agency Limited (LGFA)

Despite anything in this Policy, Council may borrow from the LGFA and, in connection
with that borrowing, may enter into the following related transactions to the extent we
consider necessary or desirable:

e Contribute a portion of our borrowing back to the LGFA as an equity contribution
to the LGFA. For example, in the form of borrower notes.

e Provide guarantees of the indebtedness of other local authorities to the LGFA and
of the indebtedness of the LGFA itself.

e Commit to contributing additional equity (or subordinated debt) to the LGFA if
required.

e Secure our borrowing from the LGFA and the performance of other obligations to
the LGFA or our creditors with a charge over our rates and rates revenue.

e Subscribe for shares and uncalled capital in the LGFA.

Financial exposure to the LGFA is to be reviewed annually and reported to the Audit
and-RiskRisk and Assurance Committee and Council.

Management procedures, reporting and policy review

The Group Manager Busi Suppert-Corporate, People and Relationships will:
e Approve documented treasury and operational procedures for borrowing activities,

which will be administered by the Finance and Business Services Manager.

The Chief Executive Officer will:
e Ensure reporting requirements set out in appendix one of this policy are met.Repert

The Risk and Assurance Committee will:

- {Commented [BJ4]: Included in above bullet point.
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« Formally review this policy at least every three years (in line with the review of the
Long Term Plan), or more often as necessary to respond to legislative or other
changes.-

Council will:

+—Receive recommendations from the Risk and Assurance Committee and review
and adopt this policy at least every three years (in line with the review of the Long
Term Plan), or more often as necessary to respond to legislative or other changes.

e ow-of .
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Appendix one
LIABILITY MANAGEMENT POLICY PARAMETERS

Interest rate exposure
Objective

To manage and minimise our costs and risks arising out of interest rate movements
associated with our borrowing activities.

Policy parameters

Forecast gross core external debt is the amount of total core external debt that is
expected to remain outstanding for a period greater than one year. When approved
forecasts are changed (signed off by the Group-ManagerBusiness-Suppert-Group
Manager Corporate, People and Relationships or equivalent), the amount of interest
rate fixing in place may have to be adjusted to ensure compliance with the policy
minimum and maximum limits.

The Group Manager Corporate, People and Relationships Greup-ManagerBt

Suppert—can consider and approve alternative debt forecast scenarios that make
assumptions around such matters as, the delivery and timing of the capital expenditure
programme and transition to Waikato Waters Limited, Local-Waters Done-Well-when
designing the interest rate hedging strategy. However, the interest rate risk position

is measured and reported against the base debt forecast approved by the Group

Manager Corporate, People and Relationships. Greup—Manager—Business
Support.

Exposure to interest rate risk is managed and mitigated through the risk control limits
below. Council’s forecast gross core external debt should be within the following
fixed/floating interest rate risk control limits.
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Debt interest rate policy parameters (calculated on a rolling monthly basis)

Debt period ending  Minimum fixed Maximum fixed

Current 46% 90%
Year 1 40% 90%
Year 2 35% 85%
Year 3 30% 80%
Year 4 25% 75%
Year 5 20% 70%
Year 6 0% 65%
Year 7 0% 60%
Year 8 0% 50%
Year 9 0% 50%
Year 10 0% 50%
Year 11 plus 0% 25%

A fixed rate maturity profile that is outside the above limits, but self corrects within 90-

days is not in breach of this Policy. Maintaining-a—maturityprofile-beyond-90-days

In complying with the above Interest Rate Limits, consideration is given to Lecal\Water
Done-Well-Waikato Waters Limited and its impact on Council’s agreed debt transfer
mechanism, ongoing longer-term debt forecasts and risk position. Any policy limit non-
compliance, greater than 90 days, that does not self-correct is approved by the CE and
retrospectively reported and approved by Council.

“Fixed Rate” is defined as all known interest rate obligations on forecast gross external
debt, including where hedging instruments have fixed movements in the applicable
reset rate.

“Floating Rate” is defined as any interest rate obligation subject to movements in the
applicable reset rate.

Pre-hedging in advance of projected physical drawdowns of new debt is allowed.

Fixed interest rate percentages are calculated based on the average amount of fixed
interest rate obligations relative to the average forecast gross core external debt
amounts for the given period (as defined in the table above).

Interest rate risk management instruments may be used to convert fixed rate borrowing
into floating rate, floating rate borrowing into fixed or hedged borrowing. Independent
external advisors will be consulted when using interest rate risk management products.

Commented [BJ5]: This change would provide
management with the flexibility to manage treasury
proactively and in a timely fashion. Treasury reporting
should give Council notice that any proposed strategy would
create a compliance issue.
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The following instruments may be used and are approved for interest rate risk
management activity:

Forward rate agreements (“FRA”) on:
- Bank bills
- Government bonds

Interest rate swaps including:
- Forward start swaps
- Amortising swaps (whereby notional principal amount reduces)
- Swap extensions and shortenings

Interest rate options on:
- Bank bills (purchased caps and one-for-one collars)
- Interest rate swaptions (purchased swaptions and one-for-one collars with
matching notional amounts, and maturity dates only)

Use of interest rate instruments:

e Any interest rate swap with a maturity beyond the maximum LGFA bond maturity
must be approved by Council.

¢ Selling interest rate options for the primary purpose of generating premium income
is not permitted, because of its speculative nature.

o During the term of the option, only the sold side of the collar can be closed out (i.e.
repurchased) otherwise, both sides must be closed out simultaneously.

e Purchased borrower swaptions mature within 12 months.

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

e Forward start period on swaps and collar strategies to be no more than 36 months,
unless the start date of the new swap coincides with the maturity date of an existing
swap. The new swap’s notional amount must be no greater than that of the existing
swap.

e Buying and selling of financial futures is not permitted due to the administrative
burden.

* Any other financial instrument must be specifically approved by Council on a case-
by-case basis and only be applied to the one singular transaction being approved.

Interest rate instruments are only sought from strongly credit rated New Zealand
registered banks. Banks must have a minimum long term credit rating of single “A”
(Standard & Poor’s’, Fitch, or Moody’s).
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Liquidity/Funding
Objective

To ensure that we have adequate committed financial resources to meet all our
obligations as and when they arise, our liquidity and funding risk management centres
on the ability to re-finance or raise new debt at a future time, at acceptable pricing (fees
and borrowing margins) and terms.

Our ability to readily attract cost effective borrowing is largely driven by our ability to
maintain a strong financial position, raise general rates and manage relationships with
investors, financial institutions/brokers and the LGFA. External borrowing is sought
from the LGFA and bank facilities.

Policy parameters
Council will manage liquidity and funding risk by:

e Appropriate cashflow management to ensure that sufficient funds are available to
meet financial obligations as they fall due.

e Maintaining appropriate committed shert-term—berrewingstand-by and debt
facilities with Council’s bank counterparties and/or with the LGFA.

e Maintaining financial investments in liquid instruments counterparties within credit
risk limits.

e Liquid investments, available committed bank/loan facilities and external debt are
maintained at greater than 110% over the existing external debt amount.

e Maintaining a spread of debt funding maturities to reduce concentration risk so that
credit margins and overall borrowing costs are not unnecessarily increased due to
market conditions.

e The Chief Executive Officer or delegate has the discretionary authority to re-finance
existing debt on acceptable terms. Such action is to be reported and ratified by
Council at the earliest opportunity.

e Council has the ability to pre-fund up to 18 months of forecast debt requirements
including debt re-financing and pre-funded capital expenditure.

The funding maturity profile of the total committed funding in respect of all loans and
committed facilities is set by the following risk control limits:

Period Minimum Maximum
0 to 3 years 15% 60%
3 to 7 years 25% 85%
7 years plus 0% 60%
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A funding maturity profile that is outside the above limits, but self corrects within 90-
days is not in breach of this Policy. Hewever—a-maturity-schedule-eutside—of these
T . ifio.C . .

In_complying with the above Funding Limits, consideration must be given to Leeal
Waters Done-Well- Waikato Waters Limited and its impact on Council’s agreed debt
transfer mechanism, longer-term Council debt funding requirements and risk position.
Any policy limit non-compliance, greater than 90 days, that does not self-correct is
approved by the Chief Executive and retrospectively reported and approved by
Council.

Debt funding principal amounts owing on repayment date are recognised on a gross
basis. Borrower notes are not netted against the gross amount for funding maturity
percentage measurement purposes.

Once debt has been refinanced with a contracted term deposit (pre-funded), the term
deposit amount will net off the maturing debt instrument from the funding maturity
profile percentage calculation.

- {Commented [BJ6]: No longer a requirement of the LGFA. ]

Liquid investments are defined as those investments held for operational requirements
and/or used to meet liquidity buffer requirements and include:

e Overnight bank, call deposits at 100% of principal amount

e Bank term deposits no greater than 30 days at 100% of principal amount

e Bank registered certificates of deposit (RCD’s) maturing in less than 181 days
at 100% prevailing market value

Financial support and lending activity to Council Controlled Organisations and
Council Controlled Trading Organisations
B ina-Mechani for CCO 1 CCTO e

Any financial support or lending arrangement to a CCO or CCTO must be approved by

Council. Any-debtfunding-arrangemen dire or-ind 0-a-CCO/CCTOmustb
approved-by-Ceuneil- In recommending an arrangement for approval the following is
considered:
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e Financial and credit risk profile of the CCO/CCTO,Credit-risk—profile—of-the
berrowing—entity, and the ability to repay interest and principal amount
outstanding on due date

e Impact on Council’s credit standing, debt cap amount (where applied), lending
covenants with the LGFA and other lenders and Council’s future borrowing
capacity.

e The form and quality of security arrangements provided

+—The guarantee fee or lending rate given factors such as; CCO or CCTO
financial/credit profile, external Council borrowing rates, borrower note and

liquidity buffer requirements, term etc. Fhelendingrategivenfactorssuch-as:

e Financial support and lending arrangements to the CCO or CCTO must
bekendingarrangementsto- CCO/CCTO mustbe-documented on a commercial

arm’s length basis. A term sheet, including matters such as borrowing costs,
interest payment dates, principal payment dates, security and expiry date is
agreed between the parties

o Accounting and taxation impact of the financial support and on-lending
arrangement.

o on-lending-arrangements.

All financial support and lending arrangements must be executed under legal

documentation (e.g. loan, guarantee) reviewed and approved by Council’'s
independent legal counsel.

Credit exposure

Objective

To minimise our risk of default on the part of any counterparty that has a contractual
obligation to make any payments to us.

Policy parameters
Proposed counterparties to borrowing transactions will be assessed to ensure that

there is reasonable certainty that obligations under borrowing facilities will be
honoured. Financial related transactions will only be entered into with organisations
specifically approved by the Council. Counterparties and limits can only be approved
on the basis of long-term single “A” and above credit ratings (Standard & Poor’s’, or
equivalent Fitch or Moody’s) and/or a short-term credit rating of A-1 or above.
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In conjunction with the Investment Policy, positions should be spread amongst a
number of counterparties to avoid concentrations of credit exposure. The following
matrix guide will determine limits:

Counterparty Minimum long term Total maximum per
credit rating counterparty ($m)°
NZ Government N/A Unlimited
Egel;gc;a(ILGGon:)mment Funding AA- Unlimited
NZ Registered Bank A 15.0

Note these limits are a total across both the Investment Policy and Liability
Management Policy and are not cumulative. There is a policy exception for Council’'s
transactional bank where credit exposure amounts can exceed the $15m limit for a
period of five business days either side of frem-the date-thatquarterly rates instalment

due revenuelisto bereceiveddate, _ - - | Commented [LR7]: This will reduce pressure when leading

up to the 20™ payment run, where we are holding cash to pay
creditors, but we also have a lot of cash coming in for the

In determining the usage of the above gross limits, the following product weightings upcoming rates instalment. We have already mitigated the

. . risk by opening a new ANZ call account during last year that
will be used: we can shift funds to from our BNZ call account. But this
¢ Investments (e.g. bank deposits) — transaction principal amount x weighting 100% just gives us a few days grace to avoid breaching policy.

(unless a legal right of set-off exists).

o Interest rate risk management (e.g. swaps, FRAs) — transaction Notional x maturity
(years) x 3%.

e Foreign exchange — transactional face value amount x the square root of the
maturity (years) x 15%.

Debt repayment
Objective
To ensure that we can repay debt in a timely manner from appropriate sources.

Policy parameters
We will manage external debt on a net portfolio basis and will only externally borrow

when it is commercially prudent to do so. We may determine that all or any part of the
following cashflows may be used for the repayment of debt or reduction in borrowing
requirements:

* depreciation charges for activities
o the proceeds of asset sales if we consider it appropriate

5 Total counterparty exposure includes; financial instruments for investments and risk management instruments.
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e contributions from other parties in terms of any contractual arrangements

e renewal loans

o specific revenue streams as determined by us (e.g. repayment of rental housing
loans from rental housing income or loan repayment rates).

Debt will be repaid as it falls due in accordance with the applicable loan agreement.
Subject to the debt limits, a loan may be rolled over or re-negotiated as and when
appropriate.

Borrowing limits

Objective
To ensure that our debt is maintained within prudent limits.

Policy parameters
Borrowings will be managed to ensure that the following parameters are not
exceeded:

Item Borrowing limit
Net external debt® as a percentage of total revenue’ <175%

Net interest® on external debt as a percentage of total <15%
revenue

Net interest on external debt as a percentage of annual <20%
rates income® (debt secured under debenture)

Liquidity: (Liquid investments + external debt + >110%
unutilised committed debt facilities) / external debt

Debt will be repaid as it falls due in accordance with the applicable loan agreement.
Subject to the debt limits, a loan may be rolled over or re-negotiated as and when
appropriate. Disaster recovery requirements are to be met through the liquidity ratio
amount.

5 Net external debt is defined as external debt less liquid financial assets and investments. Liquid financial
assets and investments are defined as cash, bank deposits and any fixed interest and equity investments
that are held for other than strategic purposes. For LGFA reporting purposes borrower notes are deducted

from external debt to determine net external debt.

7 Revenue is defined as earnings from rates, government grants and subsidies, user charges, interest,
dividends, financial and other revenue. Revenue excludes non-government developer contributions and
vested assets (including the revaluation of derivatives and assets).

8 Net Interest is defined as the amount equal to all interest and financing costs less interest income for
the relevant period.

9 Annual Rates Income is defined as the amount equal to the total revenue from any funding mechanism
authorised by the Local Government (Rating) Act 2002 together with any revenue received from other
Local Government Authorities (LGAs) for services provided and for which the other LGAs rate.
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Security arrangements
Objective

To provide appropriate security that does not restrict our operations or limit control of
Council community and strategic assets, whilst being sufficiently attractive to lenders
to secure competitive borrowing margins, fees, interest rates and terms.

Policy parameters

Council offers security by way of a charge over rates and rates revenue through the
Debenture Trust Deed. Under a Debenture Trust Deed, Council’s borrowing is secured
by a floating charge over all Council rates levied under the Local Government (Rating)
Act 2002. From time to time, with Council and Trustee approval, specific security may
be offered by providing a charge over one or more of our assets.

Physical assets will be charged only where:

e There is a direct relationship between the debt and the purchase or construction of
the asset, which it funds (e.g. an operating lease, or project finance).

e We consider a charge over physical assets to be appropriate.

e Any pledging of physical assets must comply with the terms and conditions
contained within the Debenture Trust Deed.

Source of funds

Appropriate sources of funds are specified in the policy. In evaluating strategies for
new borrowing (in relation to source, term, size and pricing) we take into consideration
the following:

e available liquidity and terms on offer by the LGFA and banks

e our overall debt maturity profile, to ensure concentration of debt is avoided at
reissue/rollover time

o the outlook on LGFA and bank credit margins

« ensuring that the implied finance terms and conditions within the specific debt (e.g.
project finance) are evaluated in terms such as cost/risk limitation compared to the
terms and conditions we could achieve in our own right

e legal documentation, security arrangements and financial covenants.

Alternative strategies for new borrowings considered in this evaluation process are
documented for review purposes. Our ability to readily attract cost effective borrowing
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is largely driven by our ability to rate, maintain a strong financial position and manage
our relationships with financial institutions/LGFA.

Reporting requirements

Item 7.3

Reporting requirement Frequency | Author/Reviewer Recipient
Compliance with Liability At least Finance and Council
Management Policy parameters quarterly Business Services
including: Manager
— Interest rate risk
— Liquidity risk
— Funding risk
= Credit exposure
Adherence to borrowing limits At least Finance and Council
specified in the covenants of lenders | quarterly Business Services
toCouncil | Manager | _ - - | Commented [du8]: reporting against LGFA covenants not
shown on the dashboard summary - should report at least
Annual Liability Management Annually Finance and Risk and quarterly
overview report, including: Business Services | Assurance
Manager/Group Committee
- Overview of the treasury function Manager Corporate
in achieving the stated policy People and
objectives, including performance Relationships

trends in actual borrowing cost
against budget (multi-year
comparisons)

- Summary of breaches of policy

and one-off approvals outside policy
to highlight areas of policy tension

- Recommendation as to whether
any changes, deletions and
additions to this Policy are required

- Analysis of bank lender service
provision, share of financial
instrument transactions etc

- Comments and recommendations
from our external auditors on the
treasury function, particularly
internal controls, accounting
treatment and reporting
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Review of Liability Management At least Finance and Risk and
Policy (which may be incorporated every 3 Business Services | Assurance
with the Annual Liability years Manager/Group Committee:
Management Overview report) Manager Corporate, | and Council.
People and
Relationships

o

table above

Commented [LR9]: Replaced with Reporting Requirements}

Commented [LR10]: Discussed with PWC - this is not a
typical way to measure performance of the achievement of
the objectives set out in the policy. This clause was unique to
MPDC. PWC confirmed the key measure of performance is
to monitor actual borrowing costs compared to budgeted
borrowing costs (which is covered now in the reporting
requirements table above). As such, by discussion we
propose this paragraph should be removed from the policy.

tions

lvsis-of bank lenderservice prnuieinn share offi ia-nstrumentt
7

Statutory matters

o

Commented [du11]: more a part of internal process (not
standard requirement)

Commented [du12]: reporting against LGFA covenants
not shown on the dashboard summary - should report at least

quarterly

C

d [LR13]:

table above

d by reporting requirements }
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All borrowing, investments and incidental financial arrangements (e.g. use of
interest rate hedging financial instruments) will meet requirements of the Local
Government Act 2002, and incorporate the Liability Management Policy and
Investment Policy.
We do not borrow in foreign currency in terms of section 113 of the Local
Government Act 2002.
We also ensure we are consistent with the Local Government (Financial Reporting
and Prudence) Regulations 2014 and, in particular, Schedule 4.
All projected borrowings are to be approved as part of the Annual Plan process or
resolution of Council before the borrowing is affected.
All legal documentation in respect to borrowing, investments and financial
instruments will be approved by our solicitors prior to the transaction being
executed.
We will not transact with any Council Controlled Trading Organisation (CCTO) on
terms more favourable than those achievable by Council itself.
A resolution of Council is not required for hire purchase, credit or deferred purchase
of goods if:
o The period of indebtedness is less than 91 days (including rollovers); or
o The goods or services are obtained in the ordinary course of operations
on normal terms for amounts not exceeding in aggregate, an amount
determined by resolution of Council.
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Manaaki Whenua, Manaaki Tangata

Matamata-Piako Climate Resilience Strategy
2026-2036

Draft
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Plan on a page

[Visual summary of whole strategy]

Vision
Goal

Focus areas
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He Kupu Whakataki | Introduction

Matamata-Piako is a vibrant rural district in the Waikato, with closely connected communities and an
economy based on the natural resources of the area. We have important transport links to Auckland,
Hamilton and Tauranga, precious natural places such as our awa and maunga, and community
spaces such as libraries, sports facilities and marae that all help to make this a great place to live.
And throughout the district we have individuals and groups working to support the wellbeing of our
people and environment in many different ways.

The towns, rural areas and settlements in our district have developed here over time based on a
temperate climate. However our weather is becoming more unpredictable, and more extreme. In the
years ahead, in Matamata-Piako, we are likely to face both increasingly frequent and severe storms
and floods, and more hot days, water shortages and risk of fire and drought.

These changes will have impacts for many aspects of our lives, including our home, school, and work
life, our marae, our sports and recreation choices, our cultural practices, and our health. By working
together, we can respond to these challenges and prepare and adapt in ways that help protect the
things that matter most, for now, and for the future.

We all have our part to play. This strategy is about how Council plans to play its part and take
practical steps in ensuring we can continue to provide services to the community and support our
communities to be adaptable and continue to thrive. It's not about Council imposing rules and
regulations on residents but rather ensuring that we are supporting the wellbeing and aspirations of
our community. By understanding and communicating the risks, by adapting and investing to minimise
the impacts, by reducing our contribution to the risks, and by preparing to respond effectively when
extreme weather events happen, we will be doing our part to help ensure our people and environment
can thrive into the future.

This strategy has been a collaboration between Council and Te Manawhenua Forum, including
detailed input and oversight from a working group made up of elected members, Forum members and
executive staff. It has also been guided by in depth community feedback, and staff expertise from
across the organisation. We're grateful to everyone who has contributed to the development of this
strategy that will help guide our decision-making into the future.

Draft for Council and Te Manawhenua Forum review 7,8 October 2025 4
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Nga Panga a-Ahuarangi | Climate impacts

Climate hazards and risks

Changes to the climate are causing long term shifts in weather patterns around the world. Here in
New Zealand, we have seen and experienced how communities are increasingly being exposed to
disruptive weather events.

These events can severely impact daily life and, over time, can have long term implications for our
environment, economy and ways of life. That's why it's important we understand what’s happening, so
we can plan ahead and protect the things that are important to us.

In our district, the main climate-related risks we face are temperature increase and drought, and
flooding and extreme weather. These risks are expected to become more frequent and more severe
over time

To see the sources for the information in the strategy, please see the references in the appendix at
the back of the document.

4

EXTREME
WEATHER
EVENTS

INCREASED NEW PESTS EXTREME INLAND
HUMIDITY AND DISEASES PRECIPITATION FLOODING

EXTREME WIND
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Our future climate
While we can’t know exactly what the future climate will look like, a range of information can help us understand what’s changing, and what it could mean for
us here in Matamata-Piako. We can draw on many sources to build this picture. Historical data, climate science projections, research reports, matauranga
Maori, local experience, and lessons learnt from elsewhere in the country can all contribute to our understanding.
Climate change doesn'’t affect every place in the same way. Even though it’s a global issue, the impacts are local, and that means our responses need to be
local too. For Matamata-Piako, the key climate hazards we're likely to face are extreme weather - including extreme wind, for example along the Kaimai
Ranges, flooding, increased fire risk, dryness and drought, and higher temperatures.
These changes will affect our land, water, communities, and economy, and we’ll need to plan carefully in order to adapt effectively.
Table 1: Assessment of climate hazard exposure by district
Flooding [Fluvial Coastal Extreme Higher Dryness Increased Groundwater rise Landslides M;’i"e "“;:"‘.’et’ Decreased
and Pluvial)* hazards weather temperature and drought fire weather and salinity stress and soil erosion an nci;:ncg“m's it frost
Thames Coromandel VA s S Y P v ey Y S W
Hauraki VA W Y vV VY WY WY v e v
Waikato ‘s W Y VY W v W s v v
Hamilton City S N/A o Y o v N/A v N/A v
Matamata-Fiako 'Ol NjA Y VY VY W N/A v NfA s
g South Waikato W N/A v o v o NjA v NjA i
8 Waipa W NjA 57 o o v N/A Ro N/A v
Otorohanga ' ' Y W s s s VY s vV
Waitomo VA o S v v v v Y W v
Taupd S N/A W v ey o N/A WY NfA o
Rotorua Lakes
(WRC area) v N/A s v L s N/A ' NfA Wi
Source: Waikato Regional Climate Change Hazards and Risks Summary Report, 2025
Draft for Council and Te Manawhenua Forum review 7,8 October 2025 6
Attachments Page 26

Item 7.7

Attachment A



Kaunihera | Council
08 October 2025

te kaunihera G-rohe o
matamata-piako
district council

What this mean

Climate risks can have direct, immediate impacts like property damage from storm events, or water

s for Matamata-Piako

shortages during periods of drought.

They can also cause indirect and cascading risks, such as pressure on Council finances due to

increased costs for maintenance and repairs, rising insurance costs for Council and community, and

pressure on the primary sector economy due to repeated drought and heat stress events.

Spotlight on roading

Extended periods
of very hot weather

= increased risk - adapted work hours
of heat stress to avoid hottest part
for staff of the day

4
Pressure on water
availability for road
maintenance

4
Dust issues for
residents on
unsealed roads

+
Health implications
for vulnerable
people

4
Cracking on peat
roads, bleeding of
road surfaces

- Increased
accident risk

02

Higher - Community frustration
maintenance at frequent road works
costs

4
Costs passed on to
ratepayers or
reduction in level of
service

[graphic of real world example of cascading impacts for MPDC roading]

= disruption to
family life

+

Mental health stress for
workers

+

- Increased aggression

toward road workers

Find out more

To read more about the projected impacts on the Waikato read:
Waikato Regional Climate Change Hazards and Risks Report Summary and Full Report

To understand more about the water pressures facing our region read:
Water Security Strategy for the Waikato Region

The table below describes some of these effects — direct and indirect, as they relate to the people,
environment, infrastructure and economy of Matamata-Piako.

Draft for Council and Te Manawhenua Forum review 7,8 October 2025
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Matamata-Piako District

Table 2: Matamata-Piako District Climate Change Hazards and Risks

Climate change hazards and risks

This map provides a high-level overview of key climate hazards and
risks for the district. It should not be interpreted as showing all
climate hazards, risks and all locations

Human

Higher may harm

communities, increase heat-related illness and impact
outdoor activities (work, recreational, walking and
cycling). Extreme weather and flooding may cause
injury, isolate communites, and impact physical and
mental wellbeing. Demand on marae and community
facilities may increase with possible damage to urupa

and other places of cultural significance.

Economy

Higher temperatures, drought and flooding may
reduce rural sector productivity and impact animal
welfare. Extreme weather will influence the cost of
properties and business owners from direct damage,
loss of essential services and loss of tourism. Changes
in temperature, seasonality changes, rainfall and
water availability impact farming and horticulture
systems, which affects the overall economic wellbeing
ofthe district.

Hazards

“ Extreme weather

Natural environment

Kopuatai Dome is a significant Ramsar wetland
site for the district and is at risk from multiple
climate hazards including threats to water quality
and biodiversity. Warmer temperatures can
disrupt ecosystems, while increased rainfall,
flooding and erosion can lead to vegetation loss
and sedimentation, impacting wildlife.

Built environment

SH 29 across the Kaimai Range is vulnerable to land
instability, affecting transportation to the Bay of
Plenty and local roads and buildings in Te Aroha.
Heavy rainfall can render critical infrastructure
inoperable, leading to loss of services in vulnerable
communities like Te Aroha. These communities also
face building damage from ponded water when
stormwater systems are overwhelmed and
increased energy demand for cooling on hot days.

Drought

o . . * . "
A Rainfall and flooding L' Land instability
& Higher temperature
2y, Stats NZ Esri. TomTom, Garmin. Foursquare, METI/NASA, USGS, NIWA, Esri,
Garmin, Noturaivoe
Source: Waikato Regional Climate Change Hazards and Risks Summary Report, 2025
Draft for Council and Te Manawhenua Forum review 7,8 October 2025 8
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Te Urupare ki nga Panga a-Ahuarangi |
Responding to climate impacts

What can we all do?

There are two key ways we can respond to a changing climate. We can adapt to the effects by
preparing for extreme weather, droughts, and floods, and building resilience in our homes,

communities, and services. And we can respond to the causes by working to reduce our own impact

on the environment and climate.

The most effective response is to take action on both fronts - as individuals, whanau, communities,
and organisations. By working together, we can reduce risks now and lessen the impacts for future
generations.

| Graphic to illustrate the ways we can respond

What is Council’s role?

Council has legislated responsibilities to help our district prepare for and respond to climate impacts.

These include:

Land use planning: Making sure development happens in places that will be safe for the long-

term.

Infrastructure planning: Designing and maintaining services that can cope with changing

conditions.

Civil defence and emergency management: Helping communities prepare for and recover from

natural hazard events

Sharing hazard information: Ensuring people can make informed decisions

Council also plays a broader part in climate response by providing leadership, listening to and
reflecting community views, supporting community-led initiatives, and working in partnership with
mana whenua and other organisations.

Table 3: Climate response roles and responsibilities for local government

Legislation Roles and responsibilities for local government

Resource Management
Act 1991 (RMA) and
associated National
Policy Statements

Section 6(h) “the management of significant risks from natural hazards”
be recognised and provided for as a matter of national importance.

Section 7(i) requires all persons exercising functions and powers under
the RMA to have particular regard to the “effects of climate change”.

Civil Defence
Emergency
Management Act 2002

Section 64(1) A local authority must plan and provide for civil defence
emergency management within its district.

Local authorities are required to establish a joint Civil Defence
Emergency Management Group (CDEM Group) for their region. Their

Draft for Council and Te Manawhenua Forum review 7,8 October 2025
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Legislation Roles and responsibilities for local government

role is to identify hazards and mitigation activities, and gaps in hazard
knowledge and inefficiencies in mitigation.

Local Government Act
2002

Provide a long term focus for the decisions and activities of council.

Provide integrated decision making and coordination of the resources of
council, managing its assets, liabilities and general finances prudently
and in a manner that promotes the current and future interests of the
community.

Recognise and respect the Crown’s responsibility to take appropriate
account of the principles of the Treaty of Waitangi. (Part 1, section 4)

Establish and maintain processes to provide opportunities for Maori to
contribute to the decision-making processes of council, consider ways it
may foster development of Maori capacity to contribute to decision-
making and provide relevant information to Maori for these purposes.
(Part 6, section 81)

LGOIMA Amendment
Act 2023

Section 44B (1) Natural hazard information to be included in land
information memoranda:

(a) natural hazards:

(b) impacts of climate change that exacerbate natural hazards.

Climate Change
Response (Zero
Carbon) Amendment
Act 2019

On request, Council must provide information to the Minister of Climate
Change about its governance, risk identification, and management of
climate change impacts.

National Adaptation
Plan

Councils must have regard to the plan when changing District Plans.

National Emissions
Reduction Plan

Councils must have regard to the plan when changing District Plans.

National Policy
Statement on Natural
Hazard Decision-Making
(NPS-NHD) (Draft)

The proposed NPS-NHD will support local authorities in managing
significant risks from natural hazards as a matter of national importance
under section 6(h) of the RMA. It will add weight to the consideration of
natural hazards in RMA decision-making because it is a higher-order
document than a local authority regional policy statement or plan.

Considering the effects of climate change on natural
hazards is part of determining the extent of the natural hazard and the
risks associated with an event.

Auditor General
expectations for local
government

“The statutory purposes of a long-term plan include integrated decision-
making, taking a long-term focus for the council's decisions and
activities, and being accountable to communities. Climate change is an
issue with long-term implications, and it needs to be integrated into the
council's processes, plans, and strategies.”

Waikato Regional Policy
Statement

District Plans should assume a climate change scenario of temperature
increase of at least 2.1C by 2090
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What is Council currently doing?

As part of developing the Long Term Plan 2024-2034, Council created a Climate Change Rivermap
that set the priorities for Council’s response to climate risks, and outlines the key actions we’re taking
across our services. A performance measure tracking progress on the actions in the Rivermap is
included in the Long Term Plan and reported on each year in the Annual Report.

CLIMATE CHANGE
LTP 2024-2034

The Climate Change Rivermap has five workstreams, each with a climate resilience goal.

Draft for Council and Te Manawhenua Forum review 7,8 October 2025 11
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