
AUDIT & RISK COMMITTEE MEETING 

4:00pm Thursday, 25 March 2016 
Eastern & Central Community Trust Board Room 



THE AGENDA FOR A MEETING OF THE A & R COMMITTEE OF THE EASTERN AND CENTRAL 
COMMUNITY TRUST INC., TO BE HELD AT THE TRUST’S OFFICE, ON THURSDAY 25TH FEBRUARY 

COMMENCING AT 4:00 P.M. 

Ring 08 30 33, then on voice prompt enter the PIN 333352 followed by the hash key.  

SECRETARIAL AND COMMITTEE ADMINISTRATION ITEMS 
1. Welcome and Apologies 
2. Draft Minutes of the A & R Committee Meeting held January 28th 2016 : pages 3-7
3. Matters arising and action items: pages 8-9

OPERATIONAL REPORTS TO THE COMMITTEE 
4. General Managers Report to the Committee: pages 10-12  

FINANCIAL INFORMATION PAPERS 
5. Dashboard Report to 31st January 2016 : pages 13-24  
6. Summarised Financial Position & Financial Performance YTD:  
7. Hedging Report: pages  25-33
8. Draft Budget 2016/17: pages 34-37 
9. Summarised Fund Manager Reports: pages 38-56

COMMITTEE DECISION PAPERS 
10.Auditor Engagement Letter: pages 57-68
11.Audit Plan Update: pages 69-79

COMMITTEE INFORMATION PAPERS 
12.Risk Register Project Update: pages 80
13.General  Business 

Close of Meeting 
Next meeting: Wednesday 30th March 12:00pm. Audit Meeting with Auditor.



Report type: Secretarial and Committee Administration Items

Recommendation: The Committee considers the Minutes of the Audit & 
Risk Committee Meeting held on 28th January 2016 
and approves as a true and accurate record of the 
meeting. 

Agenda item no: 2

Subject: Minutes of the Audit & Risk Committee Meeting held 
on 28th January 2016 

Responsible for the report: Trust Secretary

Purpose of report: To record the recommendations of the Committee
from the Audit & Risk Meeting, including decisions 
taken, and to approve the minutes from 28th January 
2016 as a true an accurate record of the meeting. 

Back to
agenda 



MINUTES FOR THE MEETING OF THE AUDIT & RISK COMMITTEE OF THE  
EASTERN AND CENTRAL COMMUNITY TRUST INC.,  

HELD IN THE MEETING ROOM, 1ST FLOOR, WESTERMAN’S BUILDING, 
102-104 RUSSELL STREET SOUTH, HASTINGS, 

ON THURSDAY 28TH JANUARY 2016, COMMENCING AT 12.30 PM. 

PRESENT: 
Shelly Mitchell-Jenkins (Chair), Caren Rangi, Stephen Kerr, Mark Kilmister  
Jonathan Bell (General Manager) and Kelie Jensen (Trust Secretary) 
Stuart Signal (Auditor) 

AUDIT PLAN AND ENGAGEMENT LETTER 

1. Audit Plan 
Auditor, S Signal, advised that he met with audit staff yesterday and will submit 
documentation and a plan based on the same schedule as last year at the Feb 
Committee Meeting.

2. Engagement Letter
The Engagement Letter will also be presented at the Feb Committee Meeting. 
S Signal noted the downturn in the financial markets; also discussed the new PBE 
Reporting Framework and the report received from RSM, and supports Tier 2 reporting 
for the Trust. 

Caren Rangi arrived 12.35pm. 

S Signal suggested ECCT prepare draft Financial Statements using the 2015 accounts 
under the new Tier 2 reporting rules and auditors will review.  
The Committee asked for timeline for the audit and noted that timeliness is important; 
also noted that as the Committee is new, being as inclusive as possible with the full 
Board during the audit process is also important.  S Signal noted that it will be a new 
audit team – staff from last year are no longer with the company.  Draft Timeline is: 
o Week of Feb 11th – staff member in for pre-planning. 
o Thu Feb 25th Committee Meeting – present audit plan. 
o May 2nd– expect that accounts will be available for audit.  The Committee Chair 

noted that these will actually need to be available in time for the A&R Committee 
meeting in April.  ACTION ITEM

o May 3rd-16th – audit, with audit report available for the May 26th Trust Meeting.   
The Committee Chair noted that Trustees will ideally see the audit report approx. 10 
days before the Trust Meeting.  S Signal and the GM clarified that the auditor will 
formally present the audit report to the A&R Committee on May 26th, the 
Committee then makes a recommendation to the Board to approve the report at 
the Trust Meeting on the same day – this is the same process as last year.   

S Signal noted that the delay last year was around accounting for the Private Equity 
investment; also custodian reports were late.  The GM to seek advice from RSM Audit 
around the issue of valuing Private Equity investment.  ACTION ITEM  S Signal also noted 
that this year the main and summary accounts should be available for audit at the same 
time.
S Signal asked Committee members whether they see any risks in relation to the 
financial reporting.  Trustees identified concern around robustness of Public Trust / 
custodian system and timeliness of reporting.  The GM noted improved timeliness in this 



reporting; the GM also to follow up with Public Trust to confirm what is planned re 
system upgrade that was supposed to happen in 2015.  ACTION ITEM  
The Committee Chair asked S Signal to confirm what work the auditors carry out around 
internal control systems as Trustees have had discussions around internal audit 
responsibility.  Auditors are obliged to look at internal systems – the focus in this case is 
principally on controls over donations and payments, not over investments; Trustees 
would expect to see comments from the auditors should they identify any weaknesses in 
internal controls.   
The Committee Chair noted that it would be helpful if local Trustees could be present in 
person for the Feb Meeting.  Also, S Signal will circulate the plan to Trustees in advance 
of the Meeting.  ACTION ITEM

SECRETARIAL AND ADMINISTRATION ITEMS 

3. Apologies 

3.1 RESOLUTION 
The Committee resolved to accept an apology from Geoff Milner. 
S Mitchell-Jenkins/S Kerr 
CARRIED 

4. Draft Minutes of the Audit & Risk Meeting held on 18th December 2015 
The Committee noted that minutes from the last meeting were received later than 
preferred.  The Committee asked that these be prepared for checking by the Chair within 
one week of the meeting. 

4.1 RESOLUTION 
The Committee resolved to approve the minutes of the meeting held on 18th December 2015 as 
a true and accurate record of the meeting. 
S Kerr/C Rangi 
CARRIED 

5. Matters Arising and Action Items 
Matters Arising: 

Page 8, #12 – Reporting for $2M cash returned from Elevation Capital: There was 
some disagreement in the Committee around where this $2M should be reported – 
does it remain on Elevation Capital’s reports?  The GM to clarify.  ACTION ITEM  
Committee members also reiterated their disappointment in the performance of 
Elevation Capital, particularly re under-utilised cash.  The Committee Chair noted 
that this point has been raised previously and will be raised by M Chamberlain and 
the GM during the performance review of Elevation Capital; Committee members to 
please e-mail to the GM any questions they would like asked of Elevation Capital 
during the review. ACTION ITEM  Essentially what we need is “with time under their 
belt, can they give us the assurance that their management of our funds is beneficial 
to us?”. 
Page 8, #14 – Private Equity % in Asset Allocation Table: Status is “Completed” but 
the table still shows 0%.  The GM to correct number formatting to show the actual 
amount less than 1%  ACTION ITEM
Page 8, #10 & 13: Both items “Pending” – the GM responded that Committee 
members can expect completion before the Feb Committee Meeting.  ACTION ITEM



Page 8, #15 – Ethical Investing: Noted that the Board Agenda for the Jan Meeting 
was full, so this item was not included.  Committee Members clarified that the 
question is less around ethical investing and more around the risk of having 10% of 
Elevation Capital’s portfolio in one industry, namely Tobacco. 

COMMITTEE INFORMATION PAPERS 

6. PBE Reporting Requirements 
The Committee supports the proposed recommendation to the Board that the Trust 
adopt Tier 2 reporting.  The auditor – Stuart Signal also supports this 
recommendation. 
Noted that reporting requirements will mean reduced disclosure around 
investments.   
Next step is for the GM to work with A Arcus to take last year’s financials and re-
draft the notes based on the new requirements.  The GM would like support from S 
Kerr to review the proposed changes before presenting (with track changes) to the 
Committee and auditor – S Signal, at the Feb Committee Meeting.  ACTION ITEM  
The Committee Chair also noted that the Summary Accounts should be included as 
part of this process. 

6.1 RESOLUTION 
The A & R Committee recommends to the Board that the Trust elects to provide financial 
reporting in accordance with Tier 2 reporting standards. 
S Mitchell-Jenkins/C Rangi 
CARRIED 

7. Risk Register Summary 
The Committee Chair and C Rangi have been working on the Risk Register to 
improve monitoring of risks.  First step has been to review and consolidate elements 
of the current Risk Register and link this to the Strategic Plan.
Next steps are to: 

1) Determine whether the risks are still appropriate, whether any are missing 
etc.

2) Score each risk, which will facilitate a monthly colour-coded report from the 
GM.  Intention is that this will allow the Committee to assess quickly and 
simply, if / where risks have increased and whether any action is required. 

3) Create a schedule to assess each category on the Risk Register in more detail 
on an annual basis.  

The Committee Chair and C Rangi to continue this process and present the proposed 
scoring method at the Feb Committee Meeting.  ACTION ITEM

8. Work Plan Update 
The Committee Chair sought input on the draft document from the Committee.  The 
draft has been developed from review of the Terms of Reference and expanding on 
how the Committee delivers on these.  The objective being to put structure around 
the responsibilities / duties of the Committee.  
Two main areas for discussion:  

1) Process for review / reappointment of external auditor: Need to clarify the 
process and follow it – eg: do we reappoint at the AGM as the process 
currently suggests?  The GM to confirm the period remaining on the current 
contract and advise the Committee.  ACTION ITEM  Noted that the current 



process allows the auditor to provide feedback to the Trust, but not for the 
Trust to give feedback on audit performance – suggest a simple 
questionnaire that both parties complete and follow up with a dialogue.  
The Committee also raised concerns over the potential for an increased 
audit fee as a result of new audit staff – this should not be the Trust’s cost.  . 

2) Committee’s responsibility around internal controls:  What level does the 
Committee recommend on this?  Some other trusts have sought proposals 
for internal audit, but not sure that we need this; The Committee and 
Trustees need to show that we are doing our job in this area and that 
includes discussion with the auditors about the assurance they provide in 
this area.  This Committee also has responsibility to review that the Trust 
has appropriate policies and procedures.  The GM noted that he and staff 
have recently gone through an extensive exercise of process mapping to 
identify processes, policies etc that are missing or require improvement.  
Also all related to review of the Governance Charter, which is on the Trust 
Agenda later today.  

Please keep development of the Work Plan item on the A&R Agenda for the next 
few meetings.  ACTION ITEM  Suggestion that another column be added to 
reference #’s in the Terms of Reference; also to include what the follow up is at full 
Board level.  ACTION ITEM  The GM noted that K Jensen could potentially assist with 
this work.

9. General Business 
Nil

10. Close of A&R Committee Meeting 

Next A&R Meeting (expect draft notes to the accounts from the GM, as well as audit plan 
and Engagement Letter from S Signal) will be held on Thursday 25th February at 3.00pm.  

There being no further business, S Mitchell-Jenkins closed the meeting at 1.45pm.



Report type: Secretarial and Committee Administration Items

Recommendation: The Committee receives the Action Plan from the 
previous Audit & Risk Committee Meeting dated 28th

January 2016 

Agenda item no: 3

Subject: Audit & Risk action items and matters arising progress 
report 

Responsible for the report: General Manager

Purpose of report: To ensure that assigned tasks are monitored and 
completed. 

Back to
agenda 



A & R COMMITTEE ACTION PLAN 
Meeting Date; 28th January 2016 

# ACTION WHO WHEN STATUS
1 Add amended Trustee exit interview strategy to plan and charter Jonathan At Governance 

Charter Review 
Pending

2 Review Fund Managers Contracts Jonathan Sept Part of Annual Review due 
March/April 2016 

3 Elevation Capital – Holding more cash than mandate Jonathan & 
MCA 

Mar/Apr To be discussed at Annual 
Review in Mar/Apr 

4 Request Schedule of dividend payments from Public Trust Jonathan Feb Pending
5 ECCT needs income as well as gains in the portfolio – emphasise to Fund Managers Jonathan March Part of review process
6 ECap $2mill which is now being managed by ECCT still needs to sit on their reports. 

GM to clarify 
Jonathan Feb GM would like clarification

7 NZ Bonds – Ask Michael Chamberlain the general question “Is the allocation of NZ 
bonds where you would have it?” 

Jonathan Feb GM Report

8 Ethical Investment – Add to January Board meeting as an agenda item Jonathan Jan Agenda item for Strategic 
Retreat in June 

9 GM to seek advice from RSM Audit on valuing Private Equity Investment Jonathan March Requested proposal from 
RSM 

10 Public Trust Custodial Letters and System update – GM to inquire Jonathan ASAP Custodial report provide
System update GM Report 

11 Audit Plan to be provided Committee prior to Feb Meeting Jonathan Feb Feb Agenda Item
12 Committee members to email Jonathan with any questions they would like raised 

with Elevation Capital for their review 
Trustees March Pending

13 Private Equity percentage in Asset Allocation table to be amended Jonathan Feb Completed
14 Drafting of new Notes for the Financial Statements Jonathan & 

Andy 
Feb Meeting planned Friday 

19th Feb 
15 Risk Register Matrix development – Update to be reported at the Feb meeting Shelly & Caren Feb Feb Agenda Item
16 Auditor – Confirm term for current Auditor Jonathan Feb In GM Report



Report type: Operational Reports to the A & R Committee

Recommendation: The A & R receives and accepts
1. The Financial Report for the period to 31st

January  2016 
2. The General Manager’s report for the period 

to 18th 2016. 

Agenda item no:

Subject: General Manager’s Report to the A & R Committee

Responsible for the report: Jonathan Bell

Purpose of report: To inform the A & R Committee of progress and/or 
exceptions to the achievement of the 2015/16 
Business Plan (inclusive of key Financial performance 
measures to 31st January 2016), and other KPI’s to 18th

January 2016. To flag any items of risk for the Board 
and to flag any other items of significance to the 
Board. 

Back to Agenda 



GENERAL MANAGERS REPORT JANUARY 2016 

1.0 Executive Summary

Since the last Trust meeting the following points are noted; 

1. Global markets have remained in a state of uncertainty however our portfolio maintained its 
value. 

2. Public Trust have provided a custodial report which has been forwarded to our Auditors, all 
reports have now been received. 

2.0 Financial Performance 

2.1   Dashboard 
 The number of red lights has reduced since our last meeting replaced by some amber ones 
instead, however they still dominate the dashboard. Key comments to note are; 
2.2 Balance Sheet 

Elevation Capital equities accounted for 80% of the increase in our portfolio for the 
month. 
All other investments remained static. 
YTD our portfolio has increased by approximately $3 million. 

2.3 Income 
Realised income for the month was behind budget by $247k.  
Income YTD is behind budget by $720k. It is hard to see the next two months making up 
this deficit. This combined with the hedging contract pay-out is impacting on our cash 
flow. 
I have asked Public Trust for a report outlining future forecast payments from our 
equities portfolio. David Campbell believes he can produce that. 
Unrealised income is $1.8 million, compared to this time last year it was $12.8 million. 

2.4 Expenses 
Expenses for the month were slightly lower than budgeted. 
YTD expenses are under budget by $48k. The removal of the brokerage fees is now 
giving us a true picture of operating costs. 
Overall income is tracking ahead of budget (after removing the hedging payment) and 
expenses are slightly under budget. 

2.5 Distributions 
Total donations approved YTD are behind budget by $121k. This was $229 in November 
so the variance is closing. 
We have had $351k of write backs making our net distributions for the year $473k 
behind budget. 
We seem to be getting fewer applications by number but the value applied for is higher. 

2.6 Hedging  
The BNZ hedging position for End of January is included showing a payment to BNZ of 
$1.48m. 
MCA Hedging report shows the position at the 15th Feb to be a payment of $838k. 
The dollar is currently strengthening against currencies and we would hope that the 
currency position will improve by the time we close out the contract on the 18th of 
March.  

2.7Capital Base  
The capital base graphs are attached.  



The value of the assets has remained about the same as the previous month. 
2.8 Risk Register 

This is an agenda item for discussion. 

3.0 Action Plan  

The action plan is attached and the following comments are made; 
#4 – Requested from Public Trust 
#6 – I believe the $2mill from ECap should be included in our self managed funds, not 
reported in the Balance Sheet under E Cap 
#7 – I have asked this question of Michael. He has responded by saying that the question is 
more around are we comfortable with our exposure to Bonds within our portfolio, and then 
where those bonds should be placed. Current returns for Global Bonds are 6.1% which is 
higher than our NZ Bonds portfolio. This needs to be a discussion at our Strategic Retreat in 
June. 
#8 – Agenda item for our Strategic Retreat. 
#13 – I note that the table has not been updated since 25th Jan 2013, I will discuss with 
Michael and align with our mandate and SIPO for the March meeting of the Board. 
#16 – The current Auditor has been appointed to Financial Year End 2017. We will need to 
discuss the options for going to market at the end of this Calendar year. 

4.0 Financial Reporting 2016 and Beyond 

Andy and I have begun working on the Financial Notes for the YE 2016. Once we have a first 
draft we will forward to Stephen Kerr (and any other committee members if they wish) for 
comments.  

5.0 HR 

There is nothing that needs to be brought to the attention of the A & R Committee.

6.0 Draft Budget 2016/17 

The first cut of the draft budget is included in the papers. 
Assumptions are on the third page or the cover sheet. 

7.0 Other 

MCA – Community Trust of Southland has reviewed their Funds Advisor and has 
decided to replace Michael Chamberlain with AON Hewitt. I will be speaking to John 
Prendergast early next week to in out the reasoning behind their decision. I do know 
that Mid & South Canterbury Community Trust are happy with MCA but have concerns 
about him being a one man band. 

Jonathan Bell 
General Manager 
18th January 2016



Report type: Financial Information Papers

Recommendation: The Committee notes the financial position, financial 
performance and asset allocation as at 31st January 
2016. 

Agenda item no: 5 to 6

Subject: Financial Reports

Responsible for the report: General Manager

Purpose of report: To inform the Committee of where the funds of the 
Board are invested, the current asset allocation and to 
compare performance against budget and agreed 
benchmarks. 

Back to
agenda 



ECCT MONTHLY FINANCIAL REPORTING DASHBOARD

Comparison Current Month to Budget Comparison YTD to Budget
Month End 31st January 2016 31st January 2016

Actual (000's) Budget (000's) Actual (000's) Budget (000's)

Total  Realised Income 0.389$                      0.636$                      6.155$                      6.875$                      For commentary please

Total Operating Expenses 0.095$                      0.111$                      1.355$                      1.403$                      see GM's Report

Net Disposable Investment 
Income 0.294$                      0.525$                      4.800$                      5.472$                      

Donations Approved 0.762$                      0.645$                      4.936$                      5.056$                      

Donations Written Back 0.001$                      0.001-$                      0.352-$                      -$                          

Surplus After Donations 0.467-$                      0.121-$                      0.217$                      0.416$                      

Less Brokerage Fees 0.011-$                      -$                          0.233-$                      0.020$                      

Hedging Gain/Loss -$                          -$                          1.367-$                      -$                          

Unrealised Income 0.076$                      -$                          1.247$                      -$                          

Surplus Income 0.403-$                      0.121-$                      0.136-$                      0.396$                      

Investments Monthly Change YTD Change March 31st 2015 Value
Dec 31 Value Jan 31 Value (000's) (000's) (000's)

Equity F Barr 55,484 55,531 47 3,304                        52,227

Equity E Capital 46,023 47,243 1,220 1,023-                        48,266

NZ Bonds 37,257 37,530 273 2,593-                        40,123

O'Seas Bonds 17,899 17,899 0 2,406                        15,493

Own Cash 6,500 6,500 0 1,000                        5,500

Total 164,703 1,540 3,094                        Total 161,609

Complaints Nil Nil

 Value increased or ahead of budget
 No change

Value decreased or behind budget



Eastern & Central Community Trust
Statement of Financial Position
As at  31 January, 2016

Actual Last Year
Trust Funds

Surplus Income (136,275)                14,085,026
General Reserves 162,332,729          148,247,703

Total Trust Funds 162,196,454          162,332,729

Current Assets
Petty Cash 105                        5
Current 203,446                 387,548
Imprest 237                        661
Call 226,575                 883,957
Conference Current 2016 8,975                     15,826
Sundry Debtors 24,519                   34,538

Total Current Assets 463,857                 1,322,535

Investment Assets
New Zealand
Shares Forsyth Barr 55,531,158            52,227,000
Shares Elevation Capital 47,243,039            48,266,473
Hedging Contracts NZ (1,480,864)             804,112
Cash Self Term Deposits 6,500,000              5,500,000
Bonds Self 37,530,585            40,123,905
Te Kete Putea Ltd Partnership 72,525                   72,525
Private Equity Pioneer Capital 1,075,327              674,547

Total New Zealand Investments 146,471,770          147,668,562

Overseas
Bonds Pimco 17,899,165            15,493,498

Total Overseas Investments 17,899,165            15,493,498

Total Current and Investment Assets 164,834,791          164,484,595

Fixed Assets
Fixed Assets at Cost 192,513                 188,447
Accumulated Depreciation (165,959)                (154,986)

Total Fixed Assets 26,554                   33,461

Total Assets 164,861,345          164,518,056
.

Current Liabilities
Donation Creditors 2,495,900              1,939,042
Trade Creditors 97,652                   167,639
Creditor Accruals 71,340                   78,646

Total Current Liabilities 2,664,892              2,185,327

Net Assets 162,196,454          162,332,729



EASTERN & CENTRAL COMMUNITY TRUST
STATEMENT OF FINANCIAL PERFORMANCE

Current Month Year To Date Full Year
Income Actual Budget Last year Actual Budget Last year Budget Last Year

Realised Investment Income
Shares F Barr Interest 1,579 400 569 28,884 6,600 7,508 7,000 16,585
Shares F Barr Dividend 61,814 185,000 160,707 1,532,084 1,805,000 1,559,788 1,968,750 1,753,015
Shares E Cap Interest 465 800 4,896 28,901 6,000 45,796 7,000 55,278
Shares E Cap Dividend 99,476 120,000 128,000 1,650,243 1,705,000 1,751,323 1,848,750 1,930,085
Bonds Self Interest 72,178 90,000 80,821 2,004,715 2,220,000 2,155,123 2,400,000 2,538,995
Cash Self Realised Income 19,130 27,000 27,884 209,845 282,000 340,645 336,000 387,870
Sundry Income 0 0 0 170 170 170 170 170

254,640 423,200 402,879 5,454,843 6,024,770 5,860,352 6,567,670 6,681,998

Overseas
Shares SSAG Dividend 0 0 0 0 0 7,823 0 7,823
Bonds Pimco Interest 134,249 212,500 0 700,336 850,000 999,679 850,000 999,679

134,249 212,500 0 700,336 850,000 1,007,503 850,000 1,007,503

Total Realised Investment Income 388,890 635,700 402,879 6,155,178 6,874,770 6,867,855 7,417,670 7,689,501

Expenses
Administration Expenses
Advertising - Statutory 0 0 0 40,646 17,000 13,411 17,000 13,411
Promotion 258 1,000 938 24,059 56,000 19,341 70,000 54,513
Rent & Services 7,982 9,000 8,321 91,473 99,000 94,611 115,000 109,577
Telephone 1,201 1,000 1,108 12,208 12,000 11,849 14,000 14,030
Postage 86 580 559 2,799 3,300 2,914 4,000 3,536
KiwiSaver Net Contribitions 622 1,350 1,548 13,609 14,250 14,452 17,000 18,431
Printing & Stationery 636 2,400 2,151 9,438 11,800 10,074 14,000 11,884
Insurance 0 0 0 5,387 6,000 8,707 6,000 7,851
General Expenses 133 400 439 2,517 3,060 2,473 4,000 4,720
Computer Srevices 642 1,000 322 71,570 75,100 70,048 80,000 67,252
Staff Remunertion 25,313 36,000 42,894 359,899 370,500 386,155 450,000 482,611
Staff Training 0 0 0 2,347 6,000 884 8,000 2,034
Staff Travel 291 1,500 476 18,286 26,000 15,396 30,000 18,728
Acc Levies 0 0 0 1,660 1,500 -544 1,500 -544

37,164 54,230 58,755 655,897 701,510 649,770 830,500 808,035

FOR THE 10 PERIODS ENDING 31 January 2016



Current Month Year to Date Full Year
Actual Budget Last Year Actual Budget Last Year Budget Last Year

Trustee Expenses
Trustee Remuneration 6,588 13,400 13,177 138,357 141,100 138,357 175,000 171,300
Meeting Expenses 2,195 2,000 1,933 52,751 47,500 44,247 58,000 53,873
Trustee Training 0 2,000 0 1,405 12,000 1,731 12,000 1,731
Liability Insurance 0 0 0 10,034 10,000 9,537 10,000 9,537

8,784 17,400 15,110 202,547 210,600 193,872 255,000 236,440

Fee Expenses
Affiliation Fees 0 0 0 6,325 7,500 6,325 7,500 6,325
Conference Fees 0 5,000 0 16,719 10,000 0 20,000 -960
Donation Expenses 0 2,000 0 7,794 26,700 18,389 30,000 24,015
Professional Expenses 8,621 7,000 7,497 66,151 78,000 70,761 90,000 89,841
Audit Fees 1,900 0 5,086 12,103 20,000 19,486 20,000 29,205
Custodian Fees 3,885 3,800 5,139 48,020 34,500 36,383 41,000 49,050
Fund Management Fees 33,564 20,000 18,715 328,363 303,000 287,531 370,000 379,101

47,970 37,800 36,436 485,475 479,700 438,874 578,500 576,577

Depreciation 952 1,100 1,475 10,973 11,000 14,974 13,200 17,289
Armortisation 0 0 0 0 0 0 16,000 18,131
Profit/Loss on Disposal of Fixed Assets 0 0 0 0 0 0 0 248

952 1,100 1,475 10,973 11,000 14,974 29,200 35,668

Total Operating Expenses 94,870 110,530 111,776 1,354,893 1,402,810 1,297,491 1,693,200 1,656,721

Net Disposable Investment Income 294,020 525,170 291,103 4,800,286 5,471,960 5,570,364 5,724,470 0 6,032,780

Donations
Community Donations
Special Donations 594,900 340,000 441,000 2,567,600 2,646,000 2,160,950 2,970,000 2,607,349
Standard Donations 166,700 265,000 284,815 1,684,560 1,630,000 1,834,893 1,900,000 2,040,973
Discretionary Donations 0 0 0 0 18,000 14,143 20,000 25,143
Education Initiatives 0 40,000 0 93,500 172,000 92,500 200,000 92,500
Sports Trusts 0 0 0 340,000 340,000 320,000 340,000 320,000
Summer Reading Programme 0 0 0 250,000 250,000 230,000 250,000 230,000
Total 761,600 645,000 725,815 4,935,660 5,056,000 4,652,486 5,680,000 5,315,965



Current Month Year To Date Full Year
Actual Budget Last Year Actual Budget Last Year Budget Last Year

Regional Project Reserve Fund 0 0 0 0 0 0 0 0
Less Donation Written Back -500 0 0 -351,868 0 -108,551 0 -148,424

761,100  645,000  725,815 4,583,792 5,056,000 4,543,935 5,680,000 5,167,541

Surplus From Investment Income After -467,080 -119,830 -434,712 216,493 415,960 1,026,429 44,470 865,239
Donations

Realised Non Investment Income/Expenditure
New Zealand
Shares F Barr Disposal Gain/Loss 0 0 0 0 0 0 0 0
Shares E Cap Disposal Gain/Loss 0 0 0 0 0 0 0 0
Property NZ Disposal Gain/Loss 0 0 0 0 0 0 0 0
Brokerage Fees -11,017 0 0 -232,622 -20,000 -19,407 -25,000 -57,894
Hedging Gain/Loss 0 0 0 -1,367,358 0 -129,445 0 -323,160
Bonds Disposal Gain/Loss 0 0 0 0 0 -2,079 0 -2,079

-11,017 0 0 -1,599,979 -20,000 -150,931 -25,000 -383,134
Unrealised Investment Income

New Zealand
Shares F Barr Change in Currency 1,996,714 0 2,091,121 5,619,405 0 3,742,682 0 1,606,016
Shares F Barr Change in Value -1,913,346 0 1,171,740 -2,086,103 0 4,675,986 0 6,488,180
Shares E Cap Change in Currency 1,822,081 0 2,081,682 5,280,801 0 4,333,460 0 2,248,373
Shares E Cap Change in Value -593,403 0 944,490 -4,278,838 0 1,468,661 0 2,457,131
Hedging Change in Value -1,452,049 0 -1,545,184 -2,780,021 0 -2,327,267 0 -548,878
Bonds Self Change in Interest 118,538 0 201,840 12,559 0 652,481 0 676,872
Bonds Self Change in Value 92,297 0 130,685 26,905 0 253,200 0 208,884

70,831 0 5,076,375 1,794,707 0 12,799,202 0 13,136,577

Overseas

Bonds Pimco Change in Value 4,708 0 227,085 -547,497 0 313,074 0 466,343

4,708 0 227,085 -547,497 0 313,074 466,343

64,523 0 5,303,460 -352,769 -20,000 12,961,345 -25,000 13,219,787

-402,557 -119,830 4,868,747 -136,275 395,960 13,987,774 19,470 14,085,026









E&CCT ASSET ALLOCATION

AS AT 31st January 2016

CURRENT ASSETS                LIABILITIES   CAPITAL BASE  RESERVES

-    = +

Benchmark 
(For Capital Base 
+ maximum 25% 

in reserves)

Allowable 
Range

Tactical 
Target          

Updated 25th 
January 2013

Actual     
Value             

$m

Percentage 
of Current 

Assets

Percentage 
Variance 

from target

Variance      
from       

tactical   
target

60% GROWTH 
ASSETS 50 - 65% 60% $103.8 63.0% 3.0% $4.9

30.0% Shares 
Forsyth Barr 22.5% - 37.5% 30.0% $55.5 33.7% 3.7% $6.1

30.0%
Shares 

Elevation 
Capital

22.5% - 37.5% 30.0% $47.2 28.7% -1.3% -$2.2

0% Private Equity 0% - 0% 0% $1.1 0.7% 0.7% $1.1

35% INCOME 
ASSETS 25 - 45% 35% $55.4 33.6% -1.4% -$2.3

27.5% NZ Bonds 20 - 35% 27.5% $37.5 22.8% -4.7% -$7.8

7.5% Overseas 
Bonds 5% - 10% 7.5% $17.9 10.9% 3.4% $5.5

5% LIQUID 
ASSETS 2 - 10% 5% $5.6 3.4% -1.6% -$2.7

5%
Self-managed 

Cash (Incl 
Hedges & TKP)

2 - 10% 5% $5.6 3.4% -1.6% -$2.7

100% TOTAL 100% $164.8 100.0% $0.0

Benchmark Allocation –The benchmark allocation reflects the long-term views of the asset structures likely to generate the required investment return to meet 
the primary objectives. The benchmark allocation assumes a hypothetical “neutral environment”, i.e. one in which the Trustees do not have a tactical view that 
one asset class should be favoured over another or that special action should be undertaken.

Allowable Range -These reflect the normal minimum and maximum holdings for an asset class. The ranges exist to allow for normal market movement so that
the Trustees can minimise transaction costs and for short-term tactical decisions.

Tactical Target -This allows the Trustees to exercise a tactical view to favour one asset class over another, e.g. more into fixed interest, less into shares in
times of high interest rates, while remaining within the “allowable range” for that asset class. Trustees will re-examine the “tactical target” where the variation
between the “tactical target” and the Actual situation is plus or minus 5%. 

$164.9m $147.2m $15.04m$2.66m
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Report type: Audit & Risk Committee Information Papers

Recommendation: That the Board receives and notes the current
currency positions. 

Agenda item no: 7

Subject: Currency Positions

Responsible for the report: General Manger

Purpose of report: To inform the A & R Committee of the current 
currency position and consider future hedging 
positions. 

Attached are; 

1. BNZ Exchange Report end of January 2016 
2. MCA Report on Exchange Rates as at 15th February 2016. 

The hedging position has improved over the past two to three weeks and we are hoping for 
this trend to continue until the contract matures on 18th March 2016. 

Jonathan Bell 

January 19th 2016 

Back to Agenda



Eastern & Central Community Trust
In the following table Bank of New Zealand sets out the mark to market value[s] of the transaction[s] stipulated in Market Value Date
the request from the Customer on the bases set out in that request Friday, 29 January 2016

External Deal Ref Cust Buy Ccy Cust Buy Amount Cust Sell Ccy Cust Sell Amount Deal Rate Maturity Date Reval Rate MTM Value (NZD) Spot Rate
CB262023 NZD 17,000,000.00 USD 11,606,410.00 0.682730 18-Mar-16 0.646177 -959,092.88 0.647900
CB262024 NZD 6,000,000.00 EUR 3,725,160.00 0.620860 18-Mar-16 0.590649 -305,749.15 0.592867
CB262025 NZD 4,000,000.00 GBP 1,833,680.00 0.458420 18-Mar-16 0.449975 -74,864.26 0.451199
CB262026 NZD 4,000,000.00 AUD 3,778,280.00 0.944570 18-Mar-16 0.912329 -141,278.93 0.912833

Total -1,480,985.22



Eastern & Central Community Trust

Equities currency hedging contract position at 15 February 2016

US$ UK£ Euro Yen A$

85.8 52.0 66.1 94.8 95.7
93.2

45.7
74.7 45.3 60.1 83.1 89.6

59.1
66.3 75.2

63.6 38.7 54.0 71.3 83.5

52.4 32.0 48.0 59.6 77.4

41.3 25.3 41.9 47.9 71.4

US$ UK£ Euro Yen A$
Current exchange rate 0.6634 0.4572 0.5905 75.17 0.9320
Policy position (from the above 
graph) 75% 50% 0% 0% 50%

Current position 50% 50% 25% 0% 25%

Exposure as at 31 January 2016
Forsyth Barr 22.78 2.67 13.47 6.16

Elevation Capital 22.25 6.08 6.89 6.32
Total 45.03 8.75 20.36 12.48

Target cover at 15 Feb 16 ($m) 33.8 4.4 0.0 0.0 6.2
Current contract cover 17.00 4.000 6.000 4.000
Strike rate purchased 0.6827 0.4584 0.6209 0.9446

16.8 0.4 -6.0 0.0 2.2

38% 46% 29% 32%

Contract surplus (deficit) ($m) ($0.48) ($0.01) ($0.29) $0.00 ($0.05)
Total current contract surplus (deficit) =  (838,592.96)

Historical hedging actions
29 D ec 2015 - 50% hedged to U S $ and U KP; 25% hedged to E U R  and A U D ; 0% to Y en;  maturity 18 M ar 2016.
30 Sep 2015 - 0% hedged to A U D , E uro, U S$, U KP and Y en.
7 A ug 2015 - 50% hedged to E uro and U KP; 0% hedged to U S$, A U D  and Y en;  maturity 6 N ov 2015.
11 M ay 2015 - 50% hedged to E uro and U KP; 0% hedged to U S $, A U D  and Y en;  maturity 7 A ug 2015.
N otes

T he hedging contract for overseas bonds is ex cluded from this report.

Target minus current contract 
cover =

U S D  is used to hedge the currencies of U SA , Braz il, T hailand, M alaysia &  H ong Kong.  E uro is used to hedge the E uro, N orwegian and Swiss 
currencies.

Long term  
average 

+ 2 std dev

-2 std dev

-1 std dev

+ 1 std dev



Exchange rates: current and relative levels

The data and graphs in these pages are from a NZ dollar perspective.

US UK Aussie Yen Euro C hina MSC I weighted

Current level 0.6634 0.4572 0.9320 75.1700 0.5905 4.3579 0.6042

Six months ago 0.6539 0.4189 0.8875 81.3800 0.5869 4.1847 0.5982

1-month average trend up up up down down up up
3-month average trend up up up down down up up

6-month average trend up up up down down up up

1-year average trend down down down down down down down

Historical statistics (post 1986)
+ 2 standard deviations 0.8578 0.5199 0.9569 94.8050 0.6612 6.1673 0.6999
+ 1 standard deviations 0.7466 0.4531 0.8961 83.0668 0.6007 5.4744 0.6249

Average 0.6354 0.3864 0.8352 71.3285 0.5401 4.7814 0.5499

-1 standard deviations 0.5242 0.3196 0.7743 59.5903 0.4796 4.0885 0.4748
-2 standard deviations 0.4130 0.2529 0.7135 47.8521 0.4191 3.3955 0.3998

In the stylised trend graph, the level of the exchange rate is plotted relative to the average since
1986.  The trend is the moving three month average.  1986 was when the NZ dollar floated.

Note:  the movement of the exchange rate does not follow a perfect cycle and may not cycle.  It can
be observed to fluctuate around an "average" and by mathematical definition will fall within plus or
minus one standard deviation 68% of the time.

15 February 2016

US

UK

Aussie

Yen

EuroMSCI

-3.0 

-2.0 

-1.0 

0.0 

1.0 

2.0 

3.0 

Stylised trend of exchange rate movements

                            www.mc anz.co.nz 1



Currency trends

The graphs below plot the NZ dollar and the 3 month trend in the NZ dollar from 31 December 2008
to 15 February 2016, against the long-term average and standard deviations since 1986.

Current 12 month 6 month 3 month 1 month

US 0.6634      down up up up

China 4.3579      down up up up

Exchange rates: current and relative levels
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Currency trends

The graphs below plot the NZ dollar and the 3 month trend in the NZ dollar from 31 December 2008
to 15 February 2016, against the long-term average and standard deviations since 1986.

Exchange rates: current and relative levels
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Currency trends

The graphs below plot the NZ dollar and the 3 month trend in the NZ dollar from 31 December 2008
to 15 February 2016, against the long-term average and standard deviations since 1986.

Exchange rates: current and relative levels
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Currency trends

The graphs below plot the NZ dollar and the 3 month trend in the NZ dollar from 31 December 2008
to 15 February 2016, against the long-term average and standard deviations since 1986.

Exchange rates: current and relative levels
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Currency trends

The graphs below plot the NZ dollar and the 3 month trend in the NZ dollar from 31 December 2008
to 15 February 2016, against the long-term average and standard deviations since 1986.

Exchange rates: current and relative levels
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Report type: Audit & Risk Committee Information Papers

Recommendation: That the Board receives and provides feedback on the
draft Budget for the 2016/17 financial year. 

Agenda item no: 8

Subject: Forecast Budget 2016/17

Responsible for the report: General Manger

Purpose of report: To provide the A & R Committee with a draft forecast 
budget for the 2016/17 financial year. 

The draft forecast budget for 2016/17 is attached. Page three outlines some of the assumptions, the 
following is noted 

1. Income  
a. Discussions with MCA and Phil Williams around expected returns from the Equities 

portfolios and NZ Bonds portfolio provided the base for the income projection. 
b. Term Deposits – I have assumed that interest rates will remain low for the coming 

twelve months at levels which we are currently experiencing. 
2. Expenses 

a. Staff Remuneration – I have taken current remuneration and allowed for a 2.5% 
increase. 

b. General Expenses – these have been assessed on the current YTD level against budget 
and adjusted either up or down according to where they sit. Most of these remain 
unchanged. 

c. Professional Expenses – I have increased these slightly to take into account some 
minor project work for the next few months. This will place us in a position to then 
provide more detailed proposals around the review and possible re-development of 
the Funding Strategy/Framework, Donations Policy etc. 

d. Donations budget – This is extrapolated out of SIPO. 

Jonathan Bell 

January 19th 2016 

Back to Agenda



EASTERN & CENTRAL COMMUNITY TRUST

YTD and Proposed Cash Flow Budget for the Year Ending 31 March 2017 - J Bell 20th Jan 2016

2015/16 9 months 9 Months  2016/17 2016/17
Act Budget Actual YTD Budget YTD Comments Budget Comments

INCOME
REALISED INVESTMENT INCOME BASED ON ASSETS $168m (31st Dec 2015)
New Zealand
Shares FBarr Interest 7,000 28,884 6,600  10,000
Shares FBarr Dividend 1,968,750 1,532,084 1,805,000 Behind by $300k 1,990,000 4.0% on $52.5m. Michael notes that as markets go up the % value of dividends 
Shares FBarr Disposal gain/loss 0 0  - decreases hence 3.75% versus 4.0%
Shares ECap Interest 7,000 28,901 6,000  10,000
Shares ECap Dividend 1,848,750 1,650,243 1,705,000 $55k behind 1,869,000 4.0% on $49.3m (Same comment as above)
Shares ECap Disposal gain/loss 0 0  - Few sales/purchases expected
Bonds Self Interest 2,400,000 2,004,715 2,220,000 $220k behind budget 2,127,500 5.75% on $37m (expected return)
Bonds Self Disposal gain/loss 0 0  -
Cash Self Realised Income 336,000 209,845 282,000 $73k behind budget 195,000 3.25% on $6.0m
Sundry Income 170 0  170 HB Power Dividend

Overseas
Shares SSGA Dividend 0 0
Bonds Pimco Interest 850,000 700,336 850,000 $150k behind budget 1,080,000 6% on $18m (reasonable assumption according to Michael)
Bonds Pimco Disposal gain/loss 0 last year
Total Realised Income 7,417,670 6,155,008 6,874,600 7,281,670 Up on previous year's budget $7.9 mill likely year end

UNREALISED INVESTMENT INCOME
Total Unrealised Income 0 0 0

TOTAL INVESTMENT INCOME 7,417,670 6,155,008 6,874,600 7,281,670 This equates to a 4.58% return on Investments as at Jan 2015

EXPENSES

Administration Expenses
Advertising - Statutory 17,000 40,646 17,000 Over budget 34,000 Under budgeted last year
Promotion 70,000 24,059 56,000 Under Budget 70,000 Same as last year
Rent & Services 115,000 91,473 99,000 On Budget 115,000 Same as last year
Telephone 14,000 12,208 12,000 Over Budget 14,000 some minor savings
Postage 4,000 2,799 3,300 On budget 4,000 Same as last year 
KiwiSaver net Contributions 17,000 13,609 14,250 Under budget 17,840 Calculated at 4% of actual salaries
Printing & Stationery 14,000 9,438 11,800 On budget 13,000 Slight decrease
Insurance 6,000 5,387 6,000 Over budget 6,000 Life (JB) & Contents 
General Expenses 4,000 2,517 3,060 Tightly controlled 4,000 Adequate from past
Computer Services 80,000 71,570 75,100 On Budget 80,000 From TPK Forecast Budget & New computer provider
Staff Remuneration 450,000 359,899 370,500 On Budget 446,000 See assumptions
Staff Training 8,000 2,347 6,000 Under budget 8,000 See assumptions
Staff Travel 30,000 18,286 26,000 On budget 25,000 Slight reduction from last year
ACC Levies 1,500 1,660 1,500 as per budget 1,700 Same as last year
Total Administration Expenses 830,500 655,898 701,510 838,540 $12.5k decrease

Trustee Expenses
Trustees Remuneration 175,000 138,357 141,100 Under budget 175,000 Stay the same as budgeted last year
Trustee Meeting Expenses 58,000 52,751 47,500 Over budget, extra meetings 65,000 Slight increase to align more with actual costs this year
Trustee Training 12,000 1,405 12,000  12,000 Budget $1k/Trustee
Trustees Liability insurance 10,000 10,034 10,000 Completed 11,000 Accommodates a 5% increase



Total Trustees Expenses 255,000 202,547 210,600 263,000 $5.7k increase

Fee Expenses
Affiliation Fees 7,500 6,325 7,500 PNZ increased sub 7,500 Philanthropy NZ & EMA increases
Conference Fees 20,000 16,719 10,000  30,000 CT's Cnf in Canterbury (Travel $11k, Accom $10k, $4k contingency, meals taxis etc)
Donation Expenses 30,000 7,794 26,700  20,000 Less pools etc, reduced
Professional Expenses 90,000 66,151 78,000  95,000 Mainly MCA slight increase  
Audit Fees 20,000 12,103 20,000 No expense yet -March accrual 20,000 Same as last year
Brokerage Fees 25,000 0 - Over Budget - No longer budgeted for
Custodian Fees 41,000 48,020 34,500 Over Budget 63,000 Public Trust & BNP Paribas
Fund Manager Fees 370,000 328,363 303,000 Currently $65k under budget YTD 370,000 Same as last year
Total Fee Expenses 603,500 485,475 479,700 605,500 $15k decrease from last year

TOTAL EXPENSES 1,689,000 1,343,920 1,391,810 1,707,040 Budgeted expenses $21.8k  less than budgeted expenses for last year.

SURPLUS INCOME OVER EXPENDITURE 5,728,670 4,811,088 5,482,790 Well ahead of YTD budget 5,574,630 Surplus before donations

COMMUNITY DONATIONS
Special Donations 2,970,000 2,567,600 2,646,000 Under budget 3,060,000 SIPO states 4% of $147m capital base
Standard Donations 1,900,000 1,684,560 1,630,000 Under budget 1,963,000 which is approximately $5.88m.
Discretionary Donations 20,000 0 18,000 Under budget -
Trust Initiatives 200,000 93,500 172,000 None 200,000 Capacity Building & other initiatives
Science Project 40,000 40,000 - 75,000
Sports Trusts 340,000 340,000 340,000 Set at $320,000 340,000
Summer Reading Programme 250,000 250,000 250,000 Actual at $230,000 250,000 Annual report to SPC in March Meeting
TOTAL DONATIONS APPROVED 5,720,000 4,975,660 5,056,000 Under budget? 5,888,000 $420k increase from last year

Less Donations Written Back -100,000 -351,868 Will end over budget 100,000-               An unknown, but available for distribution
Total Community Donations 5,620,000 4,623,792 5,056,000 Will be under budget 5,788,000

NET INCOME FOR YEAR 108,670 187,296 426,790 -213,370

Hedging gain/loss 0 0  - Not budgeted for 
NET INCOME AFTER HEDGING 108,670 187,296 213,370-              



Assumptions
Staff Remuneration Budget same as last year

Current Remuneration 2015-16 424,740
Proposed increase 2.5% 10,618
Total 435,358
Contingency 15,000
Total Budgeted 450,358

Staff Travel Based on the travel we have done for the first nine months, and the funding clinics and forums
planned for next year (9 by $1.5k) we are estimating a slight reduction in the budgetted figure
from last year, down $5k
Total Budgeted 25,000

Donation Expenses The trend of school pool applications did not occur, however we believe we will receive some for 
this coming year. Because of this we have reduced the budgetted figure from last year by $10k

Total Budgeted 20,000

Staff Training Neil & Rose have identifed two conferences which they would like to attend this year as part of 
their personal development, one is in Wellington the other Auckalnd. I am continuing with the
CE Mentoring group based in Hawkes Bay. I have reduced the budgetted figure slightly from 
last year

Total Budgeted 7,000

Income I have discussed the expected levels of income from our Equities and Global Bonds portfolios
with Michael Chamberlain. We have extrapolated out the expected values at year end and
applied a return of 4.0%
Phil Williams has provided his estimated return and the current interest rates for TD's sit at 
between 3.2 and 3.4% so I have erred on the lower end of that.
I have asked the Public Trust to see if their reporting system can provide forecast dividends for 
the next two months to give us an indication of year end figures, they will provide this shortly



Report type: Financial Information Papers

Recommendation: The Committee notes the summarized fund manager 
reports as at 31st January 2016. 

Agenda item no: 9

Subject: Financial Reports

Responsible for the report: General Manager

Purpose of report: To inform the Committee of the overall performance 
of the diversified investment portfolio along with 
commentary on any trends of note. 

Back to
agenda 





31 January 2016

(37.9%)
(62.1%)

5,723,010

388,890 4,304,516Income received/ (paid)

Net cash flow

Income return 0.24%

Market movement 0.01%

2.65%

0.84%

Growth sector assets at end

Total investment gains/ (losses)

62,352,964
102,011,993

Total return 3.49%

164,434,367

0.25%

164,180,564

(219,436)

14,940Growth gains/ (losses)

Assets at end

Income sector assets at end

Assets at start

164,364,958 164,364,958

1,418,494

(5,792,420)

403,830



31 January 2016

-  The investment allocation to each sector is within ±  2.4% of the benchmark asset allocation. 
-  Listed shares is 1.5% below the benchmark, and Cash is 2.4% above the benchmark.
- The latest hedging contract position of overseas shares was: 50% hedged to USD, UKP, 25% to EUR, AUD, and 0% to Yen.

-  Negative: NZ bonds, OS bonds.

In respect of the investment results to 31 January 2016, we note:

-  The overall investment return for the month was positive 0.25%, i.e. $403,830.

The environment continues to be a low interest rate, low overall inflation and low economic growth environment.  We expect this to continue for the 
foreseeable future (next 8 to 10 years) driven by the demographics (ageing of the baby boomers), the debt levels of major western governments and the fiscal 
deficits of the US, Japan, UK and Europe, made worse through derivatives, and low productivity.

-  The asset value is $164,364,958, up $0.18m over the month [ Last month: $164,180,564 ]. 

-  The portfolio generated investment income of $388,890 [vs monthly budget: $638,652 ].

-  Positive: Cash, NZ bonds, OS bonds, Listed shares.

-  Positive: Cash, Listed shares.

   return has been $5,723,010 or 3.49% since 1 April 2015.  The income level is below the budget.

-  The investment portfolio has generated $4,304,516 of income and experienced $1,418,494 of market movements since 1 April 2015. The total

-  Negative: Listed shares.



31 January 2016

The objective is to generate investment income which, when supplemented by the cash assets, will let the Trust make 
grants at the budgeted level and to meet the operational costs. Any budgeted expenditure not met from the investment 
income is funded from cash. The 2015/ 2016 target grants and operation costs are $6.7m.  The budgeted investment 
income is $7.7m. 

The results, relative to the objective and the budget for the year-to-date, are:





31 January 2016
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31 January 2016

N ote:

Market movement

Exchange rate movement

In terms of the overseas share investments, the return received depends on the returns from the share markets, and 
the change in value, through movement in the exchange rate.  This ignores the return received through dividends.
The movement in the exchange rate is managed through hedging by way of forward contracts.  When hedging 
contracts are held, the investors receive the benefit of the interest rate differential built into the contracts. This page 
looks at the source of returns with respect to the overseas share investments.  

The return on the combined Forsyth Barr and Elevation Capital 
managed shares for the month was $1,185,430.  This can be split 
between the market movement and the movement in the NZ 
dollar.

($2,455,343)

$3,640,773

$1,185,430

The Trust's policy is to be 50% hedged, therefore the policy return for the month is -$634,957, i.e. the market movement 
and 50% of the exchange rate movement. The total return from the listed shares was -$266,619. Therefore the hedging 
management policy, to depart from the neutral position, increased $368,337 over the month.

Share market movement

Currency movement (50% hedged)

Policy return

Currency management

($1,862,338)

$966,899

($895,439)

$200,381

($695,058)

($593,005)

$853,488

$260,483

$167,956

$428,439Total return

($2,455,343)

$1,820,386

($634,957)

$368,337

($266,619)
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6.49%

1.85%

Listed shares Index

vs.
1.88%

-0.41%

Pimco Index

vs.

5.99% 5.55%

NZ Bonds - Self-managed Index

vs.

3.77%
3.22%

Self-managed Cash Index

vs.

4.15%
3.27%

Total return Index

vs.

-2.48%

-4.36%
Return Index
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returns returns returns returns

This month (%) Year-to-date (%) Last 12 months' (%) Since appointment (%p.a.)
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- an income stream of 4.0% of the value of the portfolio each year, and

- a growing level of dividend income in absolute terms over rolling 1 year periods, and

- an increasing portfolio value over a five year period.

The objective of the portfolio is to provide:
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N Z 4 12 16 12.9%
Australia 9 7 16 12.1%
US 23 25 48 42.0%
UK 7 3 10 8.5%
Europe 3 14 17 14.2%
Other 8 2 10 7.5%

Shares 54         63         117       97.2%
Cash 2.8%
Total 100.0%

2,858,831

2,682,307 11,894,932

99,915,337

13,304,786
12,479,397
43,119,384
8,745,070

14,577,238
7,689,460

2,883,150
6,316,030

20,339,085
6,076,481

10,421,636
6,163,367

22,780,300
2,668,590

6,112,121
44,409,173

1,577,339

2,833,864
55,506,164

24,967
47,243,037       55,531,131        102,774,168
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N Z
Australia
US
UK
Europe
Other

Shares
Cash
Total 

6,112,121

6.0%
100.0%

23 shares

8 shares
54 shares

7 shares
3 shares

44,409,173
12.9%

2,833,864
47,243,037

4 shares
9 shares

94.0%

6,316,030
20,339,085
6,076,481
2,682,307

2,883,150 6.1%
13.4%
43.1%
12.9%
5.7%

Pental Limited    Coach, Inc.    Kimberly-Clark Corp    Procter & Gamble Corp    
Shares that are 20% or more above the ''equal weighting target'' of $890,875 Nil

Shares that are 20% or less below the ''equal weighting target'' of $890,875

NZ 
6.1% 

Australia  
13.4% 

US 
43.1% 

UK 
12.9% 

Europe 
5.7% 

Other 
12.9% 

Cash 
6.0% 
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N Z
Australia
US
UK
Europe
Swiss

Shares
Cash
Total

Shares that are 20% or more above the ''equal weighting target'' of $881,447

Shares that are 20% or less below the ''equal weighting target'' of $881,447

12 shares

2 shares

18.8%
11.1%

10,421,636

25 shares
7 shares 6,163,367

41.0%
4.8%

21.4%

22,780,300

2.8%
63 shares

1,577,339

0.0%
100.0%

55,506,164         100.0%
24,967

55,531,131

2,668,590
11,894,932

3 shares
14 shares
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This page sets out details of key investment managers and details of the market benchmarks used.

BNZ.
Forsyth Barr.

May 2013
May 2013
Nov 2002
Apr 2000
Jul 1999

Overall
Private equity
Listed shares
OS bonds

Apr 1997
Jun 2013

Self-managed through Forsyth Barr Esam Cushing.

Pioneer Capital Partners.
Elevation Capital & Forsyth Barr listed shares.
Pimco.

Self-managed.Apr 1997

Total shares MSCI world net div (50% hedged).
Elevation Capital /  Forsyth Barr listed shares MSCI world net div (currency unhedged).
Shares MSCI world net div.
Currency hedging 50% of currency movement.

30% Citigroup World Govt Bond Index hedged and 70% Citigroup World Corp Bond Index hedged.

NZ bonds
OS shares FX hedging
NZ shares
Cash
Market sector returns are calculated based on the general market movement applicable to a non-taxpayer.

NZ bonds - self-managed S&P/ NZX A Grade Corporate Bond Index.
OS bonds hedged - Pimco
Self-managed - cash NZX call rate.
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NZ

US

UK

Euro

Japan

Australia

NZ

US

UK

Euro

Japan

Australia

US

UK

Euro

Yen

Australia

(5.3%) (13.5%)

0.5%
(0.1%)

(0.3%)
(0.3%)

1.2%

3.2%
1.9%
1.7%
1.1%

(2.3%) (10.8%)

(0.9%)
0.3%

(0.2%)
0.0%

3.6%
0.0%

3.2%
1.9%
1.7%

0.0%

0.0%
0.0%

0.4621 0.45140.5059

0.1%
0.2%

1.9%

(0.3%)
0.3%

(2.7%)

(14.3%)
(14.4%)
(6.5%)

0.7490

0.6918
89.99
0.9785

0.6848

0.6261

0.9396

0.6482

0.9147
82.49

(5.3%)
(6.7%)

0.5930
76.99

0.4%
2.3%

0.3%
2.9%

0.1%
2.6%

(0.2%)
(0.2%)

(0.1%)
(0.1%)1.0%

3.6%
2.3%

Year-to-date (change)

0.0%
2.2%

0.0%
2.4%

0.0%
2.3%

0.0%
(0.1%)

(0.0%)
0.1%

(0.1%)
0.2%
0.0%

(0.0%)
0.5%

(0.2%)

2.8%
0.2%

2.7%
0.3%

0.4%
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US (S&P 500)

Japan (Nikkei 225)

UK (FTSE 100)

Germany (DAX)

France (CAC 40)

Australia (ASX 200)

NZ (S&P/NZX 50)

MSCI Net div unhedged

MSCI Net div 50% hedged

MSCI Net div 100% hedged

1.

11.3% 
(5.1%) (6.2%) (2.7%) 9.0% 8.6% 

(8.8%) (18.1%) (8.4%) 
(2.5%) 0.7% (10.2%) (9.9%) 
(8.0%) (8.8%) (0.9%) 

8.0% 6.7% 
(1.0%) 
16.3% 

5.8% 13.1% 

Note:

(2.9%) 0.1% 3.5% 13.7% 10.2% 

7.4% 

(5.2%) (5.5%) 0.2% 11.8% 10.3% 

(0.5%) 5.6% 6.5% 15.3% 9.6% 

5.4% 
13.2% 

(4.7%) 
(5.5%) 
(2.4%) 

(12.2%) 
(12.1%) 

2. The exchange rates are those on the Reserve Bank website.  These are generally updated at 11am each day.  The 
actual exchange rates for the hedging contracts will be the bank's close of business rates, which will be a different 
exchange rate.  The movement in rates from 11am to 11am may be materially different from close of business to 
close of business.

Year-to-date is the period since 1 April 2015.

2.0% 
5.7% 

(4.1%) 
(6.1%) 

5.8% 



Report type: Audit & Risk Committee Decision Papers

Recommendation: That the Board receives and accepts the Auditor 
Engagement Letters for the audit of the Trusts full and 
summarised financial statements. 

Agenda item no: 10

Subject: Currency Positions

Responsible for the report: General Manger

Purpose of report: To provide the A & R Committee with the 
Engagements Letters from the Auditor for 
consideration of the upcoming Audit of the Trusts 
accounts. 

Attached are; 

1. Engagement Letter for the audit of the Full Financial Statements. 
2. Engagement Letter for the audit of the Summarised Financial Statements. 

Jonathan Bell 

January 19th 2016 

Back to Agenda

























Report type: Audit & Risk Committee Decision Papers

Recommendation: That the Board receives and agrees to the Audit Plan 
as provided by the Auditor. 

Agenda item no: 11

Subject: Audit Plan

Responsible for the report: General Manger

Purpose of report: To provide the A & R Committee with the Audit plan 
for their consideration and agreement, from the 
Auditor, for consideration of the upcoming Audit of 
the Trusts accounts. 

Attached is the Audit Plan and associated Fees for the A & R Committee to consider and agree to. 

Jonathan Bell 

January 19th 2016 

Back to Agenda
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1  Report Purpose 

We are pleased to present our report relating to matters identified during the planning phase of our 
external audit of Eastern & Central Community Trust (the Trust), for the year ending 31 March 
2016 

Under the requirements of International Standards of Auditing (New Zealand)
required to undertake certain activities. ISA(NZ) 260
char  requires us to communicate certain matters arising from the audit of 
financial statements to those charged with governance of an entity.  

This Report to the  discharges part of the requirements of ISA(NZ) 260. 

2  Audit Scope and Responsibilities 

Management is responsible for preparing financial statements that are fairly presented and for 
implementing appropriate internal control systems. The board has oversight and ultimate 
responsibility for this process. 

Our overall responsibility as external auditor of the Trust is to undertake our audit in accordance 
with to express an opinion on the financial statements. Our audit does not relieve you of 
your responsibilities in relation to the financial statements. We will also provide a report on the 
Trust summary financial statements. 

Our audit will be conducted in accordance with to provide reasonable assurance that the 
financial statements present fairly, in all material respects, the financial position of the Trust as at 
reporting date and its financial performance and its cash flows for the period then ended in 
accordance with not-for-profit public benefit entities applying reduced disclosure requirements as 
applicable to Tier 2 entities (PBE IPSAS RDR). 

3  Auditor Independence 

We confirm we are independent of the Trust.  

People and relationships 

We confirm none of our partners or staff has any relationships with the Trust that in our 
professional opinion could impair our independence.  

Services 

Our firm does not provide any services which are incompatible with auditor independence. 
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4  Overview of Planning Procedures 

We will undertake a risk based audit of the Trust. 

Fraud risk 

, 
requires us to raise the following matters  

- fraud risk in relation to revenue recognition is a presumed significant risk. 
- management override of controls is a presumed significant risk. 

RISK AREA EXPLANATION PLANNED AUDIT APPROACH

Fraud related to 
revenue recognition 

There is a presumption that there are 
risks of fraud in revenue recognition 
under the auditing standards.  

We have updated our understanding of 

processes as well as the accounting 
policies to be adopted under the new 
framework. 

We are satisfied with the proposed 
revenue recognition processes and 
accounting policies. 

We will carry out substantive procedures 
revenue to assess the 

accounting treatment as being in line 
with the proposed accounting policies 
and accurately recorded and disclosed. 

Management override 
of controls

Management is in a unique position 
to perpetrate fraud because of the 
ability to manipulate accounting 
records and prepare fraudulent 
financial statements by overriding 
controls that otherwise appear to be 
operating effectively. Although the 
level of risk of management override 
of controls will vary from entity to 
entity, the risk is nevertheless present 
in all entities. Due to the 
unpredictable nature in which such 
override could occur, there is always 
a risk of material misstatement due to 
fraud. 

During our audit planning we did not 
identify any specific additional risks of 
management override of controls. 

We will carry out appropriate substantive 
procedures over journal entries, 
accounting estimates and significant 
transactions that are outside the normal 
course of business, or otherwise appear 
unusual. 
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Financial statement risk 

As part of our planning, the following matters have been identified as having heightened audit risk 
for material misstatement in the financial statements. These areas are those that we have 
identified as incorporating significant aspects of accounting practice and financial reporting, being 
subject to financial statement disclosures. 

RISK AREA EXPLANATION PLANNED AUDIT APPROACH

Valuation of portfolio 
investments 

Portfolio investments 
are fundamental to 
the financial 
statements as they 
are significant and 
carried at fair value 
with changes in 
value reported in the 
Statement of 
Comprehensive 
Revenue and 
Expense (SOCRE). 

We will carry out substantive procedures to ensure the 
investments are accurately recorded and properly 
disclosed. The revenue verification is a corollary of this 
work. We will be placing reliance on the reports from 
service organizations responsible for the investment 
reporting.  

Valuation of 
derivative financial 
instruments 

Derivatives are 
carried at fair value 
with changes in 
value reported in the 
SOCRE. 

We will carry out substantive procedures to ensure the 
investments are accurately recorded and properly 
disclosed. 

Accounting for and 
valuation of non-
listed private equity 
investments 

The designation of 
these investments 
will determine the 
accounting 
treatment.  
Fair value techniques 
will be applied to 
determine fair value. 

We will review m advice and assessment of 
the accounting treatment to be applied. 

We will also critically review the methodology applied in 
arriving at fair value. 

New financial 
reporting framework

New standards and 
reporting 
requirements may be 
incorrectly applied.  

We will review the draft financial reporting template and 
evaluate compliance with disclosure requirements. 
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5  Key Cycles 

With respect to the following key cycles, we plan to update our understanding of the key controls 
and evaluate their design effectiveness.  

Revenue cycle 

Donations cycle 

Expenditure cycle 

We will test the operating effectiveness of the Donations cycle controls on a sample basis 
throughout the reporting period 
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6  Audit Timetable 

The following outlines the audit timetable that we have agreed with management: 

Audit planning with management       ` 11/02/2016 

Planning visit & on-site work         17/02/2016 

Audit & Risk Committee - plan presentation       25/02/2016 

Review of financial reporting template       29/02/2016 

Draft financial statements due        02/05/2016 

Audit field work commence         03/05/2016 

Audit field work finish           13/05/2016  

Audit partner clearance         25/05/2016 

Audit & Risk Committee - clearance on financial statements   26/05/2016 

Board sign-off annual report         26/06/2016 

Annual report in Gazette         30/06/2016 

Annual public meeting           17/08/2016 
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7  Materiality 

Auditing standards define misstatements and omissions as being material if they, 
individually or in the aggregate, could reasonably be expected to influence the economic 
decisions of users taken on the basis of the financial statements.  

Our preliminary assessment of the Trust the level of donations 
made by the Trust. This is considered to be the most relevant figure for the users of the 
financial statements of a donor organisation.  

Our quantitative preliminary assessment is set at 3% of donations which is $150,000. We 
will report to the Board any unadjusted differences identified during the audit that are 
greater than $15,000. 

We will encourage management to correct any errors identified by audit however, if uncorrected, 
we will request the Board to confirm that these amounts are not material to the financial statements.

8  Fees 

Our fee estimates for the year ended 31 March 2016 are as follows: 

2016 2015

Assurance services:

Audit of the financial statements  $16,500 $16,900 

Reporting on summary financial statements $900 $1,200 

TOTAL ASSURANCE SERVICES $17,400 $18,100

Other services: 

Agreed upon procedures $2,000

Financial reporting matters (framework/multi period donations)  $2,545

TOTAL OTHER SERVICES n/a $4,545

TOTAL $17,400 $22,645
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9  Our Team 

Your Staples Rodway Hawkes Bay audit team is: 

Engagement partner    Stuart Signal  ssignal@stapleshb.co.nz 

Technical support partner   Philip Pinckney  ppinckney@stapleshb.co.nz 

Audit supervisor    Vipin Thomas  vthomas@stapleshb.co.nz

Audit team      Corey Hamilton, Shrav Chandra  



www.staplesrodway.co.nz



Report type: Audit & Risk Committee Information Papers

Recommendation: That the Board receives and notes the progress of the 
review of the Risk Register. 

Agenda item no: 12

Subject: Risk Register Review

Responsible for the report: Cahir of the A & R Committee

Purpose of report: To update the Committee on the Risk Register Review 
project. 

A verbal report will provided at the meeting.

Shelly Mitchell-Jenkins 

January 19th 2016 

Back to Agenda


