
AUDIT & RISK COMMITTEE MEETING 

2.00pm Thursday, 29th October 2015 
Eastern & Central Community Trust Board Room 
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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 29TH OCTOBER 

COMMENCING AT 2:00 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 : 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 10-15

FINANCIAL INFORMATION PAPERS
5. Dashboard Report to 30th September 2015 : pages 16-17
6. Summarised Financial Position & Financial Performance YTD: pages18-27
7. Hedging Report: pages 28-32
8. Risk Register Summary :page 33
9. Summarised Fund Manager Reports: pages 34-54

COMMITTEE DECISION PAPERS
10. Brokerage Fees: pages 55

COMMITTEE INFORMATION PAPERS
11.General  Business 

Close of Meeting 
Next meeting: Friday 18th December 2:00pm. TBC.
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Report type: Secretarial and Committee Administration Items

Recommendation: The Committee considers the Minutes of the Audit & 
Risk Committee Meeting held on 31st August 2015 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 from 31st August 2015 

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 31st August 
2015 as a true an accurate record of the meeting. 

Back to
agenda 
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MINUTES FOR THE JOINT MEETING OF THE EXECUTIVE AND THE AUDIT & RISK COMMITTEES 
OF THE EASTERN AND CENTRAL COMMUNITY TRUST INC.,  

HELD AT THE TRUST’S OFFICE, 102-104 RUSSELL STREET SOUTH, HASTINGS, 
ON MONDAY 31ST AUGUST 2015, COMMENCING AT 2.00 PM. 

PRESENT: 
Via Teleconference: Geoff Milner (Interim Chair), Anna Hansen (joined the meeting at 2.12pm and 
left at 3.05pm), Bruce Mills, Kaye McAulay, Shelley Mitchell-Jenkins and Stephen Kerr (joined the 
meeting at 2.10pm)
In Person: Jonathan Bell (General Manager) and Kelie Jensen (Trust Secretary) 
ABSENT: 
Caren Rangi 

SECRETARIAL AND ADMINISTRATION ITEMS

1. Apologies 
None  

2. Draft Minutes of the Executive Committee Meeting held on 24th June 2015 

2.1 RESOLUTION 
The Committee resolved to approve the minutes of the Executive meeting held on 24th June 
2015 as a true and accurate record of the meeting. 
B Mills/K McAulay 
CARRIED 

S Kerr joined the meeting at 2.10pm. 

3. Matters Arising and Action Items 
No matters arising.  
Action Items: 

Te Mata Peak Trust – withdrawn application, but waiting for report re why they 
decided to pull the pin and what their plans are for the future.  Likely future 
application. 

A Hansen joined the meeting at 2.12pm. 

The GM to meet with M Chamberlain in Auckland next week – on agenda will be 
review process for M Chamberlain and fund managers, NZ Bonds, Hedging etc.  

OPERATIONAL REPORTS TO THE COMMITTEE

4. General Manager’s Report to the Committee 
Noted. 

FINANCIAL INFORMATION PAPERS

5. Financial Report to 31st July 2015 
Noted the Trust’s Financial Position and Financial Performance to July 31st: 

We should begin to see the positive impact of lower NZ$ on overseas dividend 
streams in Sep/Oct as these are historically higher dividend months. 
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Recent instability in the markets will make for an interesting August report.  

6. Summarised Financial Position & Financial Performance YTD 
Noted:  

Improved clarity with unrealised investment income now reported below bottom 
line. 
Commitment Schedule: 

o Ricochet Trampoline Club – extension granted and they have now fulfilled all 
requirements. 

o Feilding & District Steam Rail Society – unable to raise other funds; may 
request extension but likely to pull application and reapply later. 

o Te Ara Tika Trust – have been unable to contact.  G Milner to contact and 
ask them to call the GM.  ACTION ITEM

7. Asset Allocation & Summarised Fund Managers Reports 
Noted: 

Term Deposit quotes have dropped considerably from the previous month – rollover 
TD’s more likely to be 3.4-3.5%. 
The GM to include the following in his discussions next week and Trustees expect a 
qualitative response / advice from M Chamberlain on these issues: 

o Elevation Capital still holding $5M in cash – why and how do they justify the 
opportunity cost to ECCT? 

o Brokerage Fees – what is driving them; also how they should be reported – 
Trustee preference is to report against the cost of the sale to allow 
comparison of true returns by fund manager. 

o % Cap / rebalancing – is this policy still relevant given increasing 
performance / value of equities; need to know pros and cons of revisiting 
policy so that we are not selling quality stocks just to meet the cap. 

o What is the rationale behind M Chamberlain’s recommendation to invest in 
overseas bonds over NZ bonds – is the benefit from the lower NZ$; Trustees 
don’t understand how returns can be better when overseas interest rates 
are lower, unless the risk is higher. 

Noted that Contact Energy bond issue is within mandate and P Williams will bid but 
expects issue to be oversubscribed so likely to get max $300K at approx. 4.5%.  Also, 
M Chamberlain currently working on recommendation for mix of equities, NZ Bonds, 
overseas bonds in response to issue with maturity gaps on page 47. 

7.1 RESOLUTION 
The Committee resolved to receive the GM’s Report and the Financial Reports to July 31st, 2015. 
B Mitchell-Jenkins/K McAulay 
CARRIED 

EXECUTIVE / BOARD DECISION PAPERS

8. Committee Functions and Terms of Reference 
Begin with the existing TOR for the A&R Committee and identify items from the 
Executive Committee to add.  S Mitchell-Jenkins took the lead on this: 

o 3.1 – A&R, but amend to refer to every second month. 
o 3.2, 3.3 & 3.4 – GM (with support of MCA) reporting to the full Board. 
o 3.5 – To full Board. 
o 3.6 – A&R. 
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o 3.7 – Other committee for appraising GM. 
o 3.8 – A&R, but to full Board on review cycle. 
o 3.9 – just a catch all. 

Other changes / clarifications: 
o Increase number of Trustees from three to either four or five. 
o Board Chair should not be Chair of the A&R Committee. 
o Eliminate Discretionary Donations. 
o Amend the Duties section of the current A&R TOR to include reference to 

the committee reviewing the financials as part of its duties. 
o May be a duty added in the future re internal assurance around Donations 

Policy compliance.  
Also noted A&R will essentially now be the only active committee, so consider 
balance between experience vs. opportunity for Board members to move through 
the committee – perhaps a maximum 2 year tenure. 
Trustees also discussed the process of electing the Committee Chair – currently in 
the Governance Charter the Board Chair nominates the Committee members but 
the Board votes in the Committee Chair.  Suggestion that this be changed to 
something along the lines of “the Board Chair, in consultation with the Trustees, 
shall make a recommendation to the Board on the appointment of the Committee 
Chair”. 
The GM will circulate a revised draft TOR for the A&R Committee for further 
feedback before presentation to the Board at the September Trust meeting.  
ACTION ITEM

9. Agenda Items for Future Meetings 
The Chair suggested that detailed discussion of this item be deferred until the 
October A&R Committee meeting.  
C Rangi has already done some work on this and the GM will work with her on a 
draft proposal for the October meeting.  ACTION ITEM 

A Hansen left the meeting at 3.05pm 

10. Confirmation of Reporting Requirements 
Key feedback from Strategic Retreat was quality rather than quantity, focus on 
exception reporting and confidence around assurance / internal audit processes.   
Trustees provided feedback on specific reports not required, but noted that 
historically the Executive Committee has fulfilled an internal review function and 
Trustees will expect to know what internal audit processes have been put in place as 
reporting is reduced.
The GM will begin refining the reporting package (seeking feedback from specific 
Trustees as needed) for recommendation to the Board at the September Trust 
meeting.  This to include documentation of new internal audit processes.  ACTION 
ITEM 

11. Confirmation of Meeting Dates 
Confirmed meeting dates for the A&R Committee to be final Thursday’s at 3pm on 
alternate months to the Trust meeting (with the exception of June and August which 
will be pushed to the following Monday); plus additional meetings as identified with 
auditors in attendance. 

EXECUTIVE / BOARD INFORMATION PAPERS
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12. Hedging Reports 
Current losses significant.  
The GM will be discussing in detail with M Chamberlain next week, particularly re 
feedback from the Board around stop losses / a “floor”. 
Next rollover is November. 

13. MCA May 2015 Monthly Report 
Reporting content and format currently being revised with M Chamberlain; call for 
less monthly detail but higher quality analysis on quarterly or semi-annual schedule; 
also to eliminate repetition with the GM’s report. 

14. General Business 
Nothing noted. 

15. Next Audit & Risk Committee Meeting will be held on Thursday 29th October at 3.00pm.   

16. Close of the joint meeting of the Executive and Audit & Risk Committees  
There being no further business, G Milner closed the meeting at 3.27pm.
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Report type: Secretarial and Committee Administration Items

Recommendation: The Committee receives the Action Plan from the 
previous Audit & Risk Committee Meeting dated 31st

August 2015 

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 
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A & R COMMITTEE ACTION PLAN
Meeting Date; 31st August2015

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

Charter Review 
Pending

2 Amend Budget and add depreciation and amortisation Jonathan May Completed
3 Te Mata Peak Trust – Request for report from consultant Jonathan June See GM Report
4 Review Fund Managers Contracts Jonathan Sept November Board Paper
5 Gisborne Funding Feedback to full Board Jonathan July To be included in 

November meeting 
6 Change to Financial reporting – Hedging income to be removed from investment 

income 
Jonathan ASAP Agenda Item 10

7 Breakdown of Brokerage Fees to be provided to Trustees Jonathan Sept November Board meeting
8 Te Ara Tika Trust – To be contacted by G Milner about their application Geoff Sept Completed
9 Completion of revised draft Terms of Reference for the A & R Committee to be 

completed and circulated to A & R Committee members before the next Board 
meeting 

Jonathan & 
Geoff 

Draft Completed

10 Proposed Board reporting to be presented by Jonathan at the September board 
Meeting 

Jonathan Sept Completed
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Report type: Operational Reports to the A & R Committee

Recommendation: The A & R receives and accepts
1. The Financial Report for the period to 30th

September  2015 
2. The General Manager’s report for the period 

to 22nd October 2015. 

Agenda item no: 4

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 30th September 2015), and other KPI’s to 
22nd October 2015. To flag any items of risk for the 
Board and to flag any other items of significance to the 
Board. 

Back to Agenda
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GENERAL MANAGERS REPORT OCTOBER 2015

1.0 Executive Summary

This report is in a similar format to the monthly reports provided to the Trustees for full Board 
meetings. Since the last Trust meeting the following points are noted; 

1. Global markets have continued to soften impacting on our investment assets and unrealised 
income. 

2. We are currently conducting user testing on the changes to TKP. 
3. Applicant numbers for November are at similar levels to past years. 

2.0 Financial Performance 

2.1   Dashboard 
 Red lights dominate the dashboard which requires explanation. Key comments to note are; 
2.2 Balance Sheet 

All investments fell in value for the month; total fall was approximately $2.5 million. 
Global Bonds remained steady. 
Drop in our own cash of $500k. This was used to part pay the hedging contract with 
BNZ. 
YTD our portfolio has increased by approximately $1.5 million. This is an indication of 
the decline and uncertainty in Global markets. 

2.3 Income 
Realised income for the month was behind budget by $141k. The budgeted figure was 
calculated from the dividends received in the previous year, however, during the course 
of this year there has been a sell down of those equities and a purchase of others with 
dividend payments in other months. This is a timing issue and the income will eventually 
be realised. 
NZ Bonds and TD income continues to slide as noted in my September report. 
Income YTD is behind budget mainly because of the hedging payment of $1.6 mill. 
Unrealised income is $1.3 million, compared to this time last year it was $5.2 million. 

2.4 Expenses 
Expenses for the month were slightly lower than budgeted, the first time for a long time, 
key points to note; 

o Advertising Statutory – I have a meeting planned with Tracta to discuss the work 
done in producing the Annual Report, this is planned for early November and I 
will report back to the full Board in November. 

o Insurance – We have changed underwriters for the key man insurance the Trust 
holds for me. This has led to a reduction in our annual premium of approx $2.2k.  

o Brokerage Fees – Following discussions with Michael Chamberlain and Shelly 
Mitchell-Jenkins this item is up for discussion. Agenda Item 10.  

YTD expenses are over budget by $122k. The bulk of this is the brokerage fees which are 
over budget by $170k. 
Overall income is tracking ahead of budget (after removing the hedging payment) and 
expenses are slightly over budget. 

2.5 Distributions 
Total donations approved are slightly behind budget by $222k or 6.7%.  
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We have had $323k of write backs making our net distributions for the year $546k 
behind budget. 
We are expecting a big month for the November meeting with approximately 150 
applications of which 35 are specials. I am unable to provide the requested amount at 
the time of writing. 

2.6 Hedging  
The end of September report is attached. 
The situation as at the 8th of October is also attached. 
We closed out the hedging contract early and are due to pay BNZ $460k on the 6th of 
November. If we had not done this we would be in a positive situation, however, at the 
time all indicators in the model provided by MCA indicated that we should close. 
Michael Chamberlain will be providing a hedging paper for the November meeting.  

2.7 Capital Base  
The capital base graphs are attached.  
There has been a slight dip over the past two months which confirms the state of play 
for current global markets. We are still well above the current capital base of $145 mill. 

2.8 Risk Register 
I have reviewed this register and note the highlighted areas as the current cause for 
concern. Global markets and currency are in a state of change and volatility. Agenda 
Item 8. 

3.0 Action Plan  

The action plan is attached and the following comments are made; 
Item 1; Governance Charter – This is to be reviewed over the coming six months. 
All other items have either been completed or are noted as Agenda Items. 

4.0 Financial Reporting 2016 and Beyond 

I have spoken with Craig Fisher, RSM Hayes Audit, based in Auckland. He is putting a proposal 
together for the collective of Community Trusts looking to provide; 

An overview explanation of the changes in accounting framework and high level 
implications. 
Highlight the main areas of change from the Trusts’ existing NZ IFRS compliance and 
provide general guidance regarding the required treatment and implications. 
Conduct a high level review of the Trust’s most recent financial statements to identify 
any other specific issues particular to each Trust. 

  RSM Hayes would also be available to work with individual Trust’s as required. It is my 
intention to engage them to provide a report which will clarify what we need to provide for 
our 2016 year-end Financial Statements. 

5.0 HR 

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

6.0 Other 

The report from Te Mata Peak Trust is unavailable at present, however I note they are 
conducting a survey with the community asking them for their input into the future 
requirements of the park. I have included the flyer for your information.
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Elevation Capital Cash – I have requested $2 million to be returned from Elevation 
Capital. We will place this on a 30 day Term Deposit to gain more interest that Chris 
Swasbrook is currently earning. Chris is comfortable with this and they will request the 
funds back when needed to purchase shares. This will leave them with $2 million of 
cash in their portfolio.
Auckland Meeting – I met with Chris Swasbrook, Richard Burton and Michael 
Chamberlain in Auckland. This was a good meeting and I will report to the full Board on 
this. Basically we covered off;

o Level and timeliness of reporting
o Identification of key KPI’s for reporting against
o Development of an Annual Review

Community Trusts CE’s and Chairs Meeting – This is planned for Friday November 6th. A 
report from this meeting will be provided to Trustees in November. One item which will 
be discussed is the independent review of TKP which is scheduled to be completed by 
the end of this month.
MCA Report – This month sees a reduced version of the report Michael Chamberlain 
normally provides. This report focuses on income, performance and the overall level of 
assets and any trends which are occurring within the portfolio.  The previous detailed 
reports will be dis-continued, however the information which sits behind these is 
available if a Trustee requests it. Our investment strategy is long term, the provision of 
detailed monthly reports seems at odds with that strategy. I am happy to discuss this 
further.

Jonathan Bell 
General Manager 

22nd October 2015
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Report type: Financial Information Papers

Recommendation: The Committee notes the financial position, financial 
performance and asset allocation as at 30th September 
2015. 

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 
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ECCT MONTHLY FINANCIAL REPORTING DASHBOARD

Comparison Current Month to Budget Comparison YTD to Budget
Month End 30th September 2015 30th September 2015

Actual (000's) Budget (000's) Actual (000's) Budget (000's)
Gross Realised 0.673$                 0.814$                     2.589$               4.095$               For commentary please
Income  see GM's Report

Expenses 0.145$                 0.153$                     1.034$               0.906$               

Net Realised Income 0.528$                0.661$                    1.555$              3.189$              

Donations 0.863$                 1.155$                     2.766$               3.311$               

Profit/Loss 0.335-$                 0.494-$                     1.211-$               0.122-$               

Hedging Gain/Loss -$                     1.367-$               

Investments Monthly Change YTD Change March 31st 2015 Value
Aug 31 Value Sep 30 Value (000's) (000's) (000's)

Equity F Barr 55,525 54,577 -948 2,350 52,227Equity F Barr 55,525 54,577 -948 2,350 52,227

Equity E Capital 50,058 48,764 -1,294 498                    48,266

NZ Bonds 40,329 39,981 -348 142-                    40,123

O'Seas Bonds 14,774 14,840 66 653-                    15,493

Own Cash 5,500 5,000 -500 500-                    5,500
Total 163,162 -3,024 1,553                 Total 161,609

Complaints Nil Nil

 Value increased or ahead of budget
 No change

Value decreased or behind budget
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Eastern & Central Community Trust
Statement of Financial Position
As at  30 September, 2015

Actual Last Year
Trust Funds

Surplus Income 44,950                   14,085,026
General Reserves 162,332,729          148,247,703

Total Trust Funds 162,377,679          162,332,729

Current Assets
Petty Cash 226                        5
Current 15,575                   387,548
Imprest 407                        661
Call 936,563                 883,957
Conference Current 2015 -                         15,826
Sundry Debtors 29,853                   34,538
Prepayment of fees 18,557                   -

Total Current Assets 1,001,181              1,322,535

Investment Assets
New Zealand
Shares Forsyth Barr 54,576,871            52,227,000
Shares Elevation Capital 48,764,034            48,266,473
Hedging Contracts NZ (493,544)                804,112
Cash Self Term Deposits 5,000,000              5,500,000
Bonds Self 39,981,476            40,123,905
Te Kete Putea Ltd Partnership 72,525                   72,525
Private Equity Pioneer Capital 744,616                 674,547

Total New Zealand Investments 148,645,977          147,668,562

Overseas
Bonds Pimco 14,840,402            15,493,498

Total Overseas Investments 14,840,402            15,493,498

Total Current and Investment Assets 164,487,560          164,484,595

Fixed Assets
Fixed Assets at Cost 188,447                 188,447
Accumulated Depreciation (161,830)                (154,986)

Total Fixed Assets 26,617                   33,461

Total Assets 164,514,177          164,518,056
.

Current Liabilities
Donation Creditors 1,970,413              1,939,042
Trade Creditors 77,944                   167,639
Creditor Accruals 88,141                   78,646

Total Current Liabilities 2,136,498              2,185,327

Net Assets 162,377,679          162,332,729

18



Eastern & Central Community Trust
Statement of Financial Performance
For The 6 Periods Ending 30 September, 2015

Current Month Year to date
Actual Budget Last Year Actual Budget Last Year Budget Last Year

Income

Realised Investment Income
New Zealand
Shares FBarr Interest 1,340 400 374 21,451 5,500 5,832 7,000 16,585
Shares FBarr Dividend 148,370 260,000 224,750 951,005 1,110,000 945,096 1,968,750 1,753,015
Shares ECap Interest 3,953 800 3,250 23,838 3,700 32,816 7,000 55,278
Shares ECap Dividend 196,106 205,000 211,963 1,103,241 1,045,000 1,090,127 1,848,750 1,930,085
Hedging gain/loss - - - (1,367,358) - 1,369,493 - (323,160)
Bonds Self Interest 306,082 320,000 305,938 1,248,314 1,340,000 1,310,715 2,400,000 2,538,995
Bonds Self Disposal gain/loss - - - - - (2,079) - (2,079)
Cash Self Realised Income 17,331 28,000 3,421 131,667 166,000 224,254 336,000 387,870
Sundry Income - - - - 170 170 170 170

673,182 814,200 749,697 2,112,159 3,670,370 4,976,423 6,567,670 6,356,759

Overseas
Shares SSGA Dividend - - - - - 3,825 - 7,823
Bonds Pimco Interest - - - 477,044 425,000 489,098 850,000 999,679

- - - 477,044 425,000 492,923 850,000 1,007,503

Total Realised Income 673,182 814,200 749,697 2,589,202 4,095,370 5,469,346 7,417,670 7,364,261

Expenses

Administrative Expenses
Advertising - Statutory 2,778 - 154 40,646 17,000 13,411 17,000 13,411
Promotion 1,320 13,000 3,268 19,022 44,000 14,388 70,000 54,513
Rent & Services 6,984 8,000 7,581 58,278 63,500 60,179 115,000 109,577
Telephone - 1,000 992 5,930 7,000 6,835 14,000 14,030
Postage 36 100 30 1,545 1,950 1,614 4,000 3,536
KiwiSaver net Contributions 1,264 1,350 2,018 8,378 8,850 8,495 17,000 18,431
Printing & Stationery 739 1,300 1,099 5,171 6,000 5,102 14,000 11,884
Insurance (3,633) - - 2,676 6,000 8,707 6,000 7,851
General Expenses 69 150 150 1,683 1,060 359 4,000 4,720
Computer Services - 20,000 18,748 43,243 48,600 45,479 80,000 67,252
Staff Remuneration 36,582 36,000 53,911 220,255 224,500 231,151 450,000 482,611
Staff Training - 600 - 2,262 3,950 - 8,000 2,034
Staff Travel 2,606 3,500 1,849 11,087 16,800 9,941 30,000 18,728
ACC Levies - - - 1,660 1,500 (544) 1,500 (544)

Total Administrative Expenses 48,745               85,000               89,801               421,834                  450,710                  405,119                  830,500              808,035

Full year
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Eastern & Central Community Trust
Statement of Financial Performance
For The 6 Periods Ending 30 September, 2015

Current Month Year to date
Actual Budget Last Year Actual Budget Last Year Budget Last Year

Full year

Trustees Expenses
Trustees Remuneration 13,177 20,500 19,765 85,650 87,500 85,650 175,000 171,300
Meeting Expenses 8,479 11,000 10,670 33,650 29,000 26,541 58,000 53,873
Trustee Training - 3,000 - 1,405 7,000 1,731 12,000 1,731
Liability Insurance - - - - - - 10,000 9,537

Total Trustee Expenses 21,656               34,500               30,436               120,704                  123,500                  113,922                  255,000              236,440

Fee Expenses
Affiliation Fees - - - 6,325 7,500 6,325 7,500 6,325
Conference Fees - - 9,194 16,719 - 14,272 20,000 (960)
Donation Expenses - 3,000 2,702 4,919 18,200 15,259 30,000 24,015
Professional Expenses 4,449 7,500 6,815 36,231 50,500 37,470 90,000 89,841
Audit Fees - 3,000 2,400 5,549 20,000 7,200 20,000 29,205
Brokerage Fees 28,717 - - 190,830 20,000 19,407 25,000 57,894
Custodian Fees 7,622 2,000 1,579 28,732 18,800 17,817 41,000 49,050
Fund Managers Fees 32,483 18,000 15,336 196,064 197,000 176,471 370,000 379,101

Total Fee Expenses 73,271               33,500               38,027               485,369                  332,000                  294,221                  603,500              634,471

Depreciation 1,087 1,100 1,407 6,844 6,600 9,096 13,200 17,289
Amortisation - - - - - - 16,000 18,131
Profit/Loss on Disposal of Fixed Assets - - - - - - - 248

Total Expenses 144,759             154,100             159,671             1,034,751               912,810                  822,358                  1,718,200           1,714,615

Donations
Community Donations
Special Donations 560,500 795,000 464,950 1,233,000 1,591,000 1,113,950 2,970,000 2,607,349
Standard Donations 358,750 350,000 368,250 1,172,510 1,025,000 1,094,928 1,900,000 2,040,973
Discretionary Donations - - - - 11,000 8,143 20,000 25,143
Education Initiatives - 10,000 - 93,500 94,000 92,500 200,000 92,500
Sport Trusts - - 320,000 340,000 340,000 320,000 340,000 320,000
Summer Reading Programme - - - 250,000 250,000 230,000 250,000 230,000

Total Donations Approved 919,250             1,155,000          1,153,200          3,089,010               3,311,000               2,859,521               5,680,000           5,315,965

Less Donations Written Back (56,248) - (31,692) (323,141) - (92,288) - (148,424)

Total Community Donations 863,002             1,155,000          1,121,508          2,765,869               3,311,000               2,767,233               5,680,000           5,167,541

Net Investment Income (334,579)            (494,900)            (531,482)            (1,211,418)             (128,440)                1,879,755               19,470                482,106

20



Eastern & Central Community Trust
Statement of Financial Performance
For The 6 Periods Ending 30 September, 2015

Current Month Year to date
Actual Budget Last Year Actual Budget Last Year Budget Last Year

Full year

Unrealised Investment Income
New Zealand
Shares FBarr change in Currency (591,595) - 1,807,195 6,926,737 - 2,703,203 - 1,606,016
Shares FBarr change in Value (366,207) - (249,037) (4,407,384) - 1,065,263 - 6,488,180
Shares ECap change in Currency (695,883) - 1,688,733 6,530,276 - 2,967,814 - 2,248,373
Shares ECap change in Value (631,207) - (599,943) (6,097,456) - 1,054,960 - 2,457,131
Hedging change in Value (30,667) - (1,564,079) (1,297,656) - (3,243,477) - (548,878)
Bonds Self change in Interest (120,008) - 25,313 (79,128) - 165,089 - 676,872
Bonds Self change in Value 66,309 - (109,092) 307,135 - 300,934 - 208,884

(2,369,258) - 999,090 1,882,524 - 5,013,785 - 13,136,577

Overseas
Bonds Pimco change in Value 70,268 - 66,911 (626,192) - 191,570 - 466,343

70,268 - 66,911 (626,192) - 191,570 - 466,343

Total Unrealised Income (2,298,991) - 1,066,001 1,256,332 - 5,205,355 - 13,602,920

Surplus Income (2,633,570) (494,900) 534,519 44,914 (128,440) 7,085,110 19,470 14,085,026
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E&CCT ASSET ALLOCATION

AS AT 30th SEPTEMBER 2015

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% $104.1 63.3% 3.3% $5.4

30.0% Shares 
Forsyth Barr 22.5% - 37.5% 30.0% $54.6 33.2% 3.2% $5.2

30.0%
Shares 

Elevation 
Capital

22.5% - 37.5% 30.0% $48.8 29.6% -0.4% -$0.6

0% Private Equity 0% - 0% 0% $0.7 0.5% 0.5% $0.7

35% INCOME 
ASSETS 25 - 45% 35% $54.8 33.3% -1.7% -$2.7

27.5% NZ Bonds 20 - 35% 27.5% $40.0 24.3% -3.2% -$5.3

$164.5m $145.73m $16.63m$2.14m

7.5% Overseas 
Bonds 5% - 10% 7.5% $14.8 9.0% 1.5% $2.5

5% LIQUID 
ASSETS 2 - 10% 5% $5.6 3.4% -1.6% -$2.6

5%
Self-managed 

Cash (Incl 
Hedges & TKP)

2 - 10% 5% $5.6 3.4% -1.6% -$2.6

100% TOTAL 100% $164.5 100.0% $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%. 
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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 Board of the current currency position 
and consider future hedging positions. 

Attached are; 

1. The BNZ currency position as at the end of September. 
2. ECCT Hedging Report for the end of September 
3. ECCT Hedging Report for the 8th of October 
4. MCA Report on Exchange Rates as at 8th October 2015. 

The movement in the NZ dollar relative to the Euro and Pound has strengthened since we 
closed out our hedging contract in September.  

Michael Chamberlain is preparing a paper for the Board meeting in November to re-iterate 
the hedging policy and recommend adherence to that policy for the coming twelve months. 

It is likely that between now and that meeting there may be a recommendation to hedge 
some currency against the pound and possibly the Aussie dollar. Until that time, or the 
November meeting of the Board there are no recommendations for the Trust to take a 
position on currency. 

Jonathan Bell 

October 2015 

Back to Agenda
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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 Wednesday, 30 September 2015

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
CB210756 NZD 8,300,000.00 EUR 4,949,788.00 0.596360 06-Nov-15 0.564320 -469,785.36 0.566065
CB210757 NZD 5,800,000.00 GBP 2,422,486.00 0.417670 06-Nov-15 0.419181 20,862.65 0.420190
CS227948 EUR 4,949,788.00 NZD 8,759,136.44 0.565100 06-Nov-15 0.564320 12,064.35 0.566065
CS227949 GBP 2,422,486.00 NZD 5,835,909.42 0.415100 06-Nov-15 0.419181 -56,685.88 0.420190

Total -493,544.24

29



E&CCT HEDGING CONTRACTS OPENING REPORT
as at 30th Sept 2015 Rollover Date: 6th November 2015

Amount Value of Overseas Spot
CURRENCY Hedged Exposure in $NZ Hedged % Trade Deal Rate Rollover Balance

Country $NZ 30/09/2015  Target % Date Rate 30/09/2015 Date $NZ

Thailand 504,408
Malaysia 0 1,538,297 0.00% 7/08/2015 0.00000 0.00000 6/11/2015 0.00

USA                USD 41,508,042
HongKong 0 50%
Brazil 0

All
European               Euro 8,300,000 21,531,092 38.55% 7/08/2015 0.59636 0.56432 6/11/2015 -471,243.27

Countries (incl Swiss)
50%

UK               Pound 5,800,000 9,815,328 59.09% 7/08/2015 0.41767 0.41918 6/11/2015 20,906.96
50%

Japan               Yen 0 0 0% n/a n/a n/a n/a 0.00
50%50%

Pimco Bonds (Hedged) 0 15,063,633 0.00% n/a n/a 0.92363 n/a 0.00
0%

Australia               AUD 0 13,009,601 0.00% n/a 0.92363 0.92212 n/a 0.00
0%

TOTAL (Incl Bonds) $14,100,000 $102,970,401 Current Balance -$450,336.31
EQUITIES ONLY $14,100,000 $87,906,768 16.04%
Excluding Australia $14,100,000 $74,897,167 18.83%
Hedging to be increased when exposure falls 5% below the target exposure.
General Manager is empowered to adjust the hedging levels at rollover to the defined tactical targets as set by the Trustees.
USD used to hedge the currencies of USA, Thailand, Malaysia, Hong Kong & Brazil (other).
Euro used to hedge the Euro and the Swiss franc.

J Bell
19/10/2015
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E&CCT HEDGING CONTRACTS OPENING REPORT
as at 8th October 2015 Rollover Date: 6th November 2015

Amount Value of Overseas Spot
CURRENCY Hedged Exposure in $NZ Hedged % Trade Deal Rate Rollover Balance

Country $NZ 30/09/2015  Target % Date Rate 30/09/2015 Date $NZ

Thailand 504,408
Malaysia 0 1,538,297 0.00% 7/08/2015 0.00000 0.00000 6/11/2015 0.00

USA                USD 41,508,042
HongKong 0 50%
Brazil 0

All
European               Euro 8,300,000 21,531,092 38.55% 7/08/2015 0.59636 0.58900 6/11/2015 -103,714.77

Countries (incl Swiss)
50%

UK               Pound 5,800,000 9,815,328 59.09% 7/08/2015 0.41767 0.43200 6/11/2015 192,393.52
50%

Japan               Yen 0 0 0% n/a n/a n/a n/a 0.00
50%50%

Pimco Bonds (Hedged) 0 15,063,633 0.00% n/a n/a 0.92363 n/a 0.00
0%

Australia               AUD 0 13,009,601 0.00% n/a 0.92363 0.92212 n/a 0.00
0%

TOTAL (Incl Bonds) $14,100,000 $102,970,401 Current Balance $88,678.75
EQUITIES ONLY $14,100,000 $87,906,768 16.04%
Excluding Australia $14,100,000 $74,897,167 18.83%
Hedging to be increased when exposure falls 5% below the target exposure.
General Manager is empowered to adjust the hedging levels at rollover to the defined tactical targets as set by the Trustees.
USD used to hedge the currencies of USA, Thailand, Malaysia, Hong Kong & Brazil (other).
Euro used to hedge the Euro and the Swiss franc.

J Bell
19/10/2015
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Report type: Audit & Risk Committee Information Papers

Recommendation: That the Board receives and notes the current risks 
and associated recommended actions. 

Agenda item no: 8

Subject: ECCT Risk Register

Responsible for the report: General Manger

Purpose of report: To inform the Board of the current risk register and 
identify any risks which may give Trustees cause for 
concern. 

The risk register has been reviewed and the following areas are noted as of high concern at present. 

1. Currency Fluctuations – Uncertainty in global markets and concerns with the refugee crisis in 
Europe, Russian intervention in Syria and continued stagnation of the Chinese economy have 
led to volatility with the NZ dollar against other currencies. ACTION; Continue to monitor the 
NZ dollar against the hedging model and ECCT hedging policy and invoke this policy as 
required. 

2. Global Financial Market failure – Whilst this risk continues to be high for some of the 
reasons noted above, the Trust’s assets are well spread both geographically, industry sector 
wise and over different asset classes. ACTION; None required at present. 

3. Nil Donations Reserves – The Trust’s assets have dipped slightly towards the 5% margin 
above the reserve capital. ACTION; Monitor and report accordingly to Trustees. 

There are no other areas identified which the Trustees need to be made aware of. 

Jonathan Bell 

October 2015 

Back to Agenda
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Report type: Financial Information Papers

Recommendation: The Committee notes the summarized fund manager 
reports as at 30th September 2015. 

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 
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Report type: Audit & Risk Committee Decision Papers

Recommendation: That the Board discusses the treatment of brokerage 
fees in the monthly Financial Performance report and 
recommends to the full Board actions moving forward. 

Agenda item no: 10

Subject: Brokerage Fees

Responsible for the report: General Manger

Purpose of report: To inform the Board of the current thinking around the 
treatment of the brokerage fees in the monthly 
reporting. 

The brokerage fees at month end are currently reported in realized expenses in the monthly reports. 
A couple of Trustees have questioned if this is the correct place to report on this.  

Brokerage fees are deducted from the unrealised investment income rather than being paid out as 
“cash”.  

Michael Chamberlain has agreed with this stating 

“MCA treats brokerage as a capital cost and so it is deducted from the asset value when sold 
and added to the purchase price when bought.  From an accounting perspective it should be a 
balance sheet item and not a P&L item.” 

The questions for the committee to consider are;  

1. Do we agree that the brokerage fees should be included as a balance sheet item? 
2. If so, do we change the method of accounting for this in the current year or wait until the 

next financial year? 

Once this has been discussed and agreed upon, the A & R Committee can then make a 
recommendation to the Board.  

Jonathan Bell 

October 2015 

Back to Agenda

55




