
AUDIT & RISK COMMITTEE MEETING 
Monday  

29th August 2016 
Commencing at 3.00 pm. 

AGENDA PAPERS  



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 MONDAY 29TH AUGUST 2016 

COMMENCING AT 3:00 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 27th June 2016 : pages 3-6 
3. Matters arising and action items: pages 7-8

OPERATIONAL REPORTS TO THE COMMITTEE 
4. General Managers Report including financial reports; pages 9-25

COMMITTEE INFORMATION PAPERS 
5. Risk Register Report: page 26
6. Auditor Review & Rotation: pages 27-41
7. Fund Advisor and Fund Managers Monthly Reports: pages 42-75
8. Appendices: page 76-87
9. General Business 

Close of Meeting 
Next meeting: 3:00pm 27th October 2016 
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Report type: A & R Committee Decision Papers

Recommendation: That the Board receives and approves the draft 
Minutes from the A & R Committee meeting June 27th 
2016 

Agenda item no: 2

Subject: Draft Minutes

Responsible for the report: General Manager

Purpose of report: To provide the A & R Committee with the draft 
minutes from the previous committee meeting for 
approval 

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

HELD IN THE TRUST OFFICES, RUSSELL STREET SOUTH, HASTINGS,  
ON MONDAY 27th JUNE 2016, COMMENCING AT 3:00 PM. 

COMMITTEE MEMBERS BY TELECONFERENCE: 
Shelly Mitchell-Jenkins (Chair), Mark Kilmister, Caren Rangi, Stephen Kerr, Geoff Milner. 

IN ATTENDANCE: 
Jonathan Bell (General Manager), Sonia Yoshioka Braid. 

1. APOLOGIES 
Nil. 

2. MINUTES FROM THE PREVIOUS AUDIT & RISK COMMITTEE MEETING 

2.1 RESOLUTION 
The Committee resolved to approve the minutes of the previous meeting held on 26th

March 2016 as a true and accurate record of the meeting. 
Stephen Kerr/Shelly Mitchell-Jenkins 
CARRIED 

3.1 MATTERS ARISING FROM THE PREVIOUS MINUTES  
Nil. 

3.2 ACTION ITEMS: 
Caren and Shelly to get together in July to further 5 & 13. 
Exit interview strategy – Geoff will conduct 2 exit interviews with departing trustees 
and have it available at next meeting. 
Items 5,7,8 carry on to later in the year. 

4.0 GENERAL MANAGERS REPORT 
Noted received with responses to questions provided prior to the meeting. These 
responses are added to these minutes to record questions and responses. 
Addition to response; 

o # 5– Caren suggested Jonathan also bounce off Robyn – for the exit 
interview process, including questions. Geoff has his process in place. 
Jonathan: Will ask a couple of the other community trusts if they have 
anything in place and we can hopefully adapt that to our needs. ACTION 
ITEM

Hedging – MK Question, Did we close out on the day we were suppose to close out? 
Contracts ran until Friday 17th, normally close the day before. Jonathan looked at the 
currency, spoke to BNZ & Michael and made $1.086 million in advance of the formal 
close out. As it gets closer to the close out day (within 10 working days) we start 
looking at the currency hedging – can’t close out on the day. We have made 
decisions where we’ve closed out and have both lost and made money.   
Mark: Donation creditors seem to be high. Will there be donations written back to 
help compensate for this?  Jonathan; Education initiatives & RSTs approval were in 
the last meeting. More requests coming through for large donations, and the 
volume of donations is starting to fall away 
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5.0 AUDIT UPDATE 
Shelly commented – a month after we’ve agreed the accounts and there’s no audit 
sign-off. Is there an expected sign-off date? Are the auditors getting back to 
Jonathan on the short form? 
Jonathan Responded: The summarised financials have been with them for 5 weeks, 
and the other for 10 days. He suspects they are involved in a large audit locally. Our 
deadline for the full set of statements have to be at the Minister 6 months after 
close off date. 
Jonathan has emailed the auditor twice over the last few days asking for an update. 
We need answers by the middle of next week. 
Shelly noted we are a long way behind where we normally are and would like to 
know it’s completed to enable production of the annual report. 

6.0 DRAFT ANNUAL REPORT 

Jonathan to circulate the final annual report once the Auditor has signed these off. 

7.0 DRAFT SUMMARY FINANCIAL STATEMENTS 

As noted in point five above. 

8.0 APPOINTMENT OF AUDITOR 

The current auditor’s term finishes with the audit of the 2016 Annual Accounts. 
Noted that need to go to market for an auditor for 2017, also noted that the number 
of auditor’s in Hawkes Bay able to do this level of audit is limited, only two. 
Suggested that we could offer our existing auditor the opportunity to pitch for the 
work, if the lead auditor was changed. But also invite others.  Shelly is to investigate 
this as an option. ACTION ITEM
Shelly requested to put this on the agenda for the October A & R Committee 
meeting. ACTION ITEM.
Assessment of the auditor – Shelly noted that Stuart Signal had provided ECCT with 
an assessment tool last year. Jonathan & Shelly are to investigate this or other 
options for assessment. ACTION ITEM.

9.0 GENERAL BUSINESS 

Geoff asked if we have a sense of the impact of Brexit? Noted by Stephen and Mark 
is that stock-markets are up on what they were in the beginning of June and almost 
where they were prior to Brexit. Michael Chamberlain provided some advice post 
Brexit outlining uncertainty in the markets but reiterated the long term investment 
philosophies of the Trust ensured that we would not make rash, “kneejerk” 
decisions. 
Jonathan, noted that the equity markets are almost back to where they were pre 
Brexit.  Foreign currencies continue to strengthen with the pound still tracking up 
against the NZD. From a hedging point of view we are in a positive position. 
Trustee Induction – Question asked if any thought to the timing of induction of new 
Trustees. Jonathan has contacted both the new Trustees, both are available. Looking 
to confirm an induction day for them, Jonathan is compiling statutory information 
they need. Shelly is happy to come along to part of the induction day.  
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Shelly & Caren to get together to work on points 8 and 13, Risk Register matrix and 
Work Plan respectively. 
Mark raised the question of Responsible Investment and our current mandate with 
Fund Managers. Shelly noted this is a Board issue and needs to be discussed with the 
full board. Geoff noted the need to deal with these in the July meeting – we will get 
the completion of the formal reviews and comments from Michael  
Stephen noted the comment about two qualified reports from the Public Trust.  
Stuart Signal explained at the last meeting that they received the control report 
from the Auditors of Public Trust, but there were minor adjustments due to timing. 
Things had been dealt with, and there weren’t any issues of concern. 
Stuart had also noted that his staff do quite a lot of manual checking of the Public 
Trust’s data input to ensure it is correct. No extra charge for that. 
Stephen noted that BP Paribus may need to be considered as custodial trustee if 
Public Trust do not stay in this space as suggestions may indicate 
Stephen noted our commitment to Public/Private Equity partnerships. We need to 
keep an eye on this, on how are their payments are structured when they start 
repaying, particularly what is split between income and value gain. We may need to 
do some more work on this at some stage. Jonathan noted that we have paid $150k 
into Waterman Capital, and that nothing has been requested from Morrison’s yet. 
Shelly noted to keep this on our watch list.  
Michael Chamberlain’s report – Noted that the numbers which Michael Chamberlain 
is reporting against are not correct. MCA still has; 

o Operating expenditure at $1.2 million, should be $1.67 mill 
o Target Grants at $5.5 mill, should be $5.6 mill 
o Budgeted investment income at $7.45mill, should be 7.2 mill 
o

Jonathan will ask MCA to change the numbers as above. ACTION ITEM

Meeting closed at 1.07 pm. 
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Report type: Committee Information Papers

Recommendation: That the A & R Committee considers the action items 
from previous meetings. 

Agenda item no: 3

Subject: Action Items

Responsible for the report: General Manager

Purpose of report: To inform the A & R Committee with an update of 
Action Items from previous meetings 

Back to Agenda
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A & R COMMITTEE ACTION PLAN 
Meeting Date; 27th June 2016 

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

Charter Review 
Pending

2 Risk Register Matrix development – Update to be reported at the Feb meeting Shelly & Caren Feb Ongoing
3 Valuation of Private Equity – Need to consider these well before year financial year 

end in time for 2017 Audit 
Shelly & 
Jonathan 

February 2017 Pending

4 PBE Requirements for 2017 may change for 2017 Year – General Manager to get 
advice mid 2016 

Jonathan September 2016 Pending

5 Chair of A & R Committee and General Manager to develop a process and timeline for 
2017 Audit 

Shelly & 
Jonathan 

November 2016 Pending

6 Conflict of Interests declared at a meeting should be added to the Interest Register Jonathan & 
Kelie 

Ongoing Noted

7 Work Plan Update Shelly/Caren Ongoing Update from Committee 
Chair in meetings 

8 Request if other Trusts have exit Interview questions Jonathan ASAP Completed- None
9 Suggestion to ask our current auditor to tender for future audit work if the lead 

auditor was changed. Chair would look at this as an option 
Shelly August 2016 August Agenda Item

10 Renewal/RFP for auditor to be placed on October A & R meeting Jonathan Oct 2016 Pending
11 Assessment tool for auditor to be considered and investigated Shelly & 

Jonathan 
August 2016 August Agenda Item

12 Numbers in MCA reporting do not line up with approved ECCT Budget Jonathan ASAP Completed
11
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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 31st

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

to 24th July 2016. 

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 31st July 2016), and other KPI’s to 24th 
July 2016. To flag any items of risk for the Board and to 
flag any other items of significance to the Board. 

Back to Agenda9



GENERAL MANAGERS REPORT JULY 2016 

1.0 Executive Summary

Since the last Trust meeting the following points are noted; 

1. Global markets had a reasonable month resulting in a slight lift in our investment portfolios. 
2. The PIMCO payment of $1,183,159 has resulted in their value dropping, this follows similar 

trends to previous years. 
3. Income for the month and YTD is now well ahead of budget. 
4. MCA report notes Elevation Capital with a number of investments below the equal weighting 

target and still holding a sizeable amount of cash. I will discuss with Michael Chamberlain.  

2.0 Financial Performance 

2.1   Dashboard 
 The number of red lights has decreased since the last Board meeting in July. Key comments to 
note are; 
2.2 Balance Sheet 

All portfolios had gains for the month apart from PIMCO which made a significant 
distribution of $1.18 million.  
Gain for the month was $2.733 mill, YTD $3.05 mill 
TD’s have increased due to the income from PIMCO and the hedging contract close out 
in June. 
Please note that Donation creditors sits at $3.9 mill, the highest since my time as General 
Manager. Since the end of July we have paid a further $400k of these. I will comment 
more fully on this to the Board meeting in September. 

2.3 Income 
Realised income for the month was ahead of budget by $1.3 mill due to PIMCO income.  
YTD Elevation Capital and NZ Bonds have fallen slightly behind budget, I will monitor these 
and report in September if any concerns. 
Income YTD is ahead of budget by $1.03 mill.  
Unrealised income YTD is $2.48 million, compared to this time last year it was $6.6 million. 

2.4 Expenses 
Expenses for the month were slightly lower than budgeted. There are no expenses which 
are significantly over budget YTD. 
YTD expenses are under budget by $45k.  

2.5 Distributions 
Applications for the upcoming September meeting are 130, slightly lower than the ten 
year average of approximately 146. 
We have not got the potential budgeted numbers for these so I cannot comment on 
where we would sit against our forecast budget for that month. 

2.6 Hedging  
Attached are the  

o BNZ Hedging Report for end of July showing a positive $1.025mill position. 
o The MCA Hedging report for 4th August showing a positive $1.6 mill position. 

The contracts have a maturity date of 16th September, Michael Chamberlain and I will 
continue to monitor and close out when appropriate.  
Hedging is in place according to policy of; 

o $36 mill against the USD.  
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o $4.5 mill against the Pound 
o $8.8 mill against the Euro 
o $5.7 mill against the AUD 

2.7 Capital base 
The capital base graphs are attached.  
We have accrued an amount relating to the latest CPI figures from the Reserve Bank of 
NZ, this is 0.40% for the first quarter of the year. 

2.7 Risk Register 
The key areas of concern to note are;

o Market Returns – We continue to monitor these and Trustees are aware of 
the current market volatility. 

o Currency Fluctuations - Hedging contracts are put in place, as per policy, to 
reduce the impact of currency fluctuation.

o Cyber Security – I have had further discussions with our IT provider,  and we 
have agreed on the following

Provision of a full report on the Cyber hack which occurred two 
months ago
Steps taken to mitigate any further occurrences
 A further risk analysis of the likelihood of this occurring again and 
the potential costs to ECCT

o Once this is completed then Cyber Liability Insurance can be considered by 
the A & R Committee with a recommendation to the full Board.

3.0 Action Plan  

The action plan is attached and it is up to date.  

4.0 Auditor Appointment 

Shelly has a paper on the review and rotation of the Auditor for the committee to 
consider.

5.0 HR 

I have had a meeting with Andrew Morton, GROW HR and we have updated some of the 
documentation around the hazard register, and developed a working alone policy. Once 
these have been checked and completed to my satisfaction I will include them in my 
monthly report to the full board in September.

6.0 Other 

Nothing to report 
Jonathan Bell 

General Manager 
24th July 2016
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ECCT MONTHLY FINANCIAL REPORTING DASHBOARD

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

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

Total  Realised Income 1.836$                      0.529$                      3.939$                      2.905$                      For commentary please

Total Operating Expenses 0.146$                      0.151$                      0.595$                      0.641$                      see GM's Report

Net Disposable Investment 
Income 1.690$                      0.378$                      3.344$                      2.264$                      

Donations Approved 0.983$                      0.825$                      2.914$                      2.424$                      

Donations Written Back 0.045$                      0.015$                      0.049$                      0.030$                      

Surplus After Donations 0.752$                      0.462-$                      0.479$                      0.190-$                      

Less Brokerage Fees 0.035-$                      -$                          0.051-$                      -$                          Not Budgeted For

Hedging Gain/Loss 0.212$                      -$                          0.847$                      -$                          Not Budgeted For

Unrealised Income 1.134$                      -$                          2.149$                      -$                          

Surplus Income 2.063$                      0.462-$                      3.424$                      0.190-$                      

Investments Monthly Change YTD Change March 31st 2016 Value
June 30th Value July 31st Value (000's) (000's) (000's)

Equity F Barr 54,716 55,768 1,052 447                           55,321

Equity E Capital 47,424 48,243 819 1,154                        47,089

NZ Bonds 37,427 37,807 380 847                           36,960

O'Seas Bonds 18,761 17,893 -868 594-                           18,487

Own Cash 5,850 7,200 1,350 1,200                        6,000

Total 166,911 2,733 3,054                        Total 163,857

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  31 July, 2016

Actual Last Year
Trust Funds

Surplus Income 3,424,717              1,165,850
General Reserves 163,498,579          162,332,729

Total Trust Funds 166,923,297          163,498,579

Current Assets
Petty Cash 41                          66
Current 13,863                   252,196
Imprest 1,156                     1,050
Call 1,476,667              487,745
Conference Current 2016 -                         22,752
Sundry Debtors 18,515                   25,093

Total Current Assets 1,510,243              788,902

Investment Assets
New Zealand
Shares Forsyth Barr 55,768,460            55,320,573
Shares Elevation Capital 48,243,420            47,088,886
Hedging Contracts NZ 1,025,030              178,217
Cash Self Term Deposits 7,200,000              6,000,000
Bonds Self 37,807,155            36,960,191
Te Kete Putea Ltd Partnership 54,394                   54,394
Private Equity Pioneer Capital 1,309,302              1,216,822
Private Equity - Waterman Fund 150,000                 -
Private Equity - Morrisons 59,150                   -

Total New Zealand Investments 151,616,912          146,819,083

Overseas
Bonds Pimco 17,892,577            18,486,729

Total Overseas Investments 17,892,577            18,486,729

Total Current and Investment Assets 171,019,731          166,094,714

Fixed Assets
Fixed Assets at Cost 183,401                 181,303
Accumulated Depreciation (156,184)                (152,495)

Total Fixed Assets 27,217                   28,808

Total Assets 171,046,948          166,123,522
.

Current Liabilities
Donation Creditors 3,956,546              2,444,267
Trade Creditors 96,681                   99,226
Creditor Accruals 70,425                   81,450

Total Current Liabilities 4,123,652              2,624,943

Net Assets 166,923,297          163,498,579
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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 586 700 1,402 8,498 4,200 19,062 10,000 31,168
Shares F Barr Dividend 413,532 135,000 128,985 906,558 765,000 751,386 1,882,500 1,751,752
Shares E Cap Interest 1,227 900 3,762 3,651 3,400 13,232 10,000 30,327
Shares E Cap Dividend 149,134 135,000 142,818 694,702 775,000 826,380 1,803,750 1,930,940
Bonds Self Interest 70,496 90,000 92,128 750,611 820,000 863,605 2,200,000 2,370,416
Cash Self Realised Income 17,940 18,000 22,040 68,936 68,000 94,139 201,000 244,636
Sundry Income 0 0 0 0 0 0 170 220

652,915 379,600 391,136 2,432,955 2,435,600 2,567,804 6,107,420 6,359,459

Overseas
Shares SSAG Dividend 0 0 0 0 0 0 0 0
Bonds Pimco Interest 1,183,159 150,000 128,440 1,506,677 470,000 477,044 1,080,000 700,336

1,183,159 150,000 128,440 1,506,677 470,000 477,044 1,080,000 700,336

Total Realised Investment Income 1,836,074 529,600 519,576 3,939,632 2,905,600 3,044,848 7,187,420 7,059,794

Expenses
Administration Expenses
Advertising - Statutory 9,836 12,000 17,890 12,998 22,000 28,371 34,000 40,646
Promotion 681 6,000 58 13,015 37,000 17,294 50,000 26,252
Rent & Services 8,396 9,000 8,357 43,743 47,000 43,646 115,000 106,290
Telephone 1,281 1,200 0 5,177 4,600 3,458 14,000 14,528
Postage 423 180 170 1,233 900 894 4,000 3,493
KiwiSaver Net Contribitions 1,343 1,280 1,272 5,217 5,060 5,071 16,000 16,848
Printing & Stationery 773 700 741 5,006 4,600 3,808 13,000 10,431
Insurance 0 2,000 2,346 2,244 6,000 6,309 6,000 5,387
General Expenses 1,111 600 611 1,554 1,230 1,261 3,000 2,927
Computer Srevices 5,417 2,000 12,145 20,393 28,200 42,492 67,000 89,767
Staff Remunertion 37,557 34,000 37,986 140,911 136,000 143,574 436,000 432,391
Staff Training 823 0 0 1,500 1,600 1,383 7,000 3,680
Staff Travel 480 1,000 861 4,860 7,300 7,041 24,000 20,192
Acc Levies 1,075 1,700 1,660 1,075 1,700 1,660 1,700 1,660

69,195 71,660 84,097 258,925 303,190 306,260 790,700 774,492

FOR THE 4 PERIODS ENDING 31 July 2016
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Current Month Year To Date Full Year
Actual Budget Last year Actual Budget Last year Budget Last Year

Trustee Expenses
Trustee Remuneration 13,253 14,500 13,177 53,533 58,000 52,708 175,000 171,291
Meeting Expenses 1,405 3,100 3,149 3,048 19,200 19,037 65,000 52,662
Trustee Accommodation 2,981 0 0 3,872 0 0 0 0
Trustee Mileage 1,843 0 0 7,185 0 0 0 0
Trustee Meals / Catering expenses 2,218 0 0 3,613 0 0 0 0
Trustee Vehicle rental 730 0 0 2,555 0 0 0 0
Trustee Training 1,663 0 443 1,663 3,000 1,405 12,000 1,405
Liability Insurance 0 0 0 0 0 0 12,715 10,034

24,092 17,600 16,769 75,468 80,200 73,150 264,715 235,392

Fee Expenses
Affiliation Fees 6,325 0 6,325 6,325 7,000 6,325 7,000 6,325
Conference Fees 0 0 0 25,001 30,000 16,719 30,000 16,719
Donation Expenses 0 3,000 1,542 8,836 6,000 2,447 20,000 10,669
Professional Expenses 6,035 10,000 9,831 48,895 42,000 26,561 90,000 88,807
CSI Expenses 250 10,000 0 11,750 24,000 0 30,000 0
Audit Fees 1,950 0 0 7,500 6,500 4,749 20,000 20,272
Custodian Fees 4,144 2,000 2,057 15,096 13,100 12,809 60,000 55,690
Fund Managemant Fees 33,562 37,000 37,100 134,459 130,000 130,974 370,000 395,348

52,266 62,000 56,855 257,863 258,600 200,583 627,000 593,830

Depreciation 817 0 1,156 3,689 0 4,623 0 12,889
Armortisation 0 0 0 0 0 0 0 18,131
Profit/Loss on Disposal of Fixed Assets 0 0 0 0 0 0 0 147

817 0 1,156 3,689 0 4,623 0 31,167

Total Operating Expenses 146,371 151,260 158,877 595,946 641,990 584,615 1,682,415 1,634,880

Net Disposable Investment Income 1,689,704 378,340 360,699 3,343,686 2,263,610 2,460,233 5,505,005 0 5,424,914

Donations
Community Donations
Special Donations 545,000 345,000 315,000 1,278,500 810,000 672,500 2,900,000 2,978,600
Standard Donations 438,446 480,000 463,740 764,296 850,000 813,760 1,941,005 1,885,627
Discretionary Donations 0 0 0 0 0 0 0 0
Education Initiatives 0 0 0 305,000 174,000 93,500 174,000 93,500
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Current Month Year To Date Full Year
Actual Budget Last year Actual Budget Last year Budget Last Year

Sports Trusts 0 0 340,000 340,000 340,000 340,000 340,000 340,000
Summer Reading Programme 0 0 0 226,000 250,000 250,000 250,000 250,000

983,446 825,000 1,118,740 2,913,796 2,424,000 2,169,760 5,605,005 5,547,727
Regional Project Reserve Fund 0 0 0 0 0 0 0 0
Less Donation Written Back -45,721 15,000 -535 -48,888 30,000 -216,893 100,000 -352,808

937,725 0 840,000 0 1,118,205 2,864,908 2,454,000 1,952,867 5,505,005 5,194,919

Surplus From Investment Income After Donations751,979 -461,660 -757,507 478,778 -190,390 507,366 0 229,995

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 -34,542 0 -5,647 -50,709 0 -134,253 0 -321,262
Hedging Gain/Loss 0 0 0 1,086,954 0 251,093 0 -2,467,071
Donds Disposal Gain/Loss 0 0 0 0 0 0 0 0

-34,542 0 -5,647 1,036,244 0 116,839 0 -2,788,333
Unrealised Investment Income

New Zealand
Shares F Barr Change in Currency -291,224 0 585,226 -2,421,284 0 5,769,373 0 4,371,624
Shares F Barr Change in Value 1,129,447 0 2,092,773 2,674,635 0 -716,573 0 -999,699
Shares E Cap Change in Currency -337,761 0 708,704 -2,565,383 0 5,949,201 0 3,472,292
Shares E Cap Change in Value 1,177,930 0 443,256 3,831,869 0 -2,261,182 0 -2,749,695
Hedging Change in Value 211,958 0 -229,987 846,813 0 -2,388,991 0 -625,895
Bonds Self Change in Interest 97,386 0 99,766 -11,517 0 -53,834 0 -20,611
Bonds Self Change in Value 221,167 0 185,181 126,620 0 306,062 0 123,981

2,208,903 0 3,884,920 2,481,755 0 6,604,054 0 3,571,996

Overseas
Bonds Pimco Change in Value -863,065 0 72,179 -572,060 0 -608,078 0 50,869

-863,065 0 72,179 -572,060 0 -608,078 50,869

1,311,296 0 3,951,451 2,945,939 0 6,112,816 0 834,532

2,063,274 -461,660 3,193,944 3,424,717 -190,390 6,620,182 0 1,064,527
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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 Friday, 29 July 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
CB320359 NZD 24,000,000.00 USD 16,768,080.00 0.698670 16-Sep-16 0.709340 360,278.80 0.710800
CB320360 NZD 4,500,000.00 GBP 2,222,550.00 0.493900 16-Sep-16 0.537624 364,949.19 0.539138
CB320361 NZD 8,800,000.00 EUR 5,469,200.00 0.621500 16-Sep-16 0.638365 231,575.12 0.640880
CB320362 NZD 5,700,000.00 AUD 5,425,260.00 0.951800 16-Sep-16 0.942861 -54,005.78 0.943411
CB325631 NZD 12,000,000.00 USD 8,425,200.00 0.702100 16-Sep-16 0.709340 122,232.81 0.710800

Total 1,025,030.15
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Eastern & Central Community Trust

Equities currency hedging contract position at 4 August 2016

US$ UK£ Euro Yen A$

53.9
85.7 52.3 66.4 94.7 96.0

64.4 94.3

74.7 45.6 60.3 83.0 89.8
71.8

72.5
63.6 38.8 54.2 71.4 83.7

52.6 32.1 48.1 59.7 77.5

41.5 25.3 42.0 48.1 71.4

US$ UK£ Euro Yen A$
Current exchange rate 0.7180 0.5385 0.6439 72.48 0.9425
Policy position (from the above 
graph) 75% 50% 50% 0% 50%

Current position 75% 50% 50% 0% 50%

Exposure as at 30 June 2016
Forsyth Barr 25.15 3.07 10.68 5.89

Elevation Capital 22.76 5.95 7.58 5.11
Total 47.92 9.03 18.26 11.00

Target cover at 04 Aug 16 ($m) 35.9 4.5 9.1 0.0 5.5
Current contract cover 36.00 4.500 8.800 5.700
Strike rate purchased 0.6998 0.4939 0.6215 0.9518

-0.1 0.0 0.3 0.0 -0.2

75% 50% 48% 52%

Contract surplus (deficit) ($m) $0.94 $0.41 $0.32 $0.00 ($0.06)
Total current contract surplus (deficit) =  1,603,395.00

Historical hedging actions
15 Jun 2016 - 75% hedged to U S$, 50% to U KP, E U R  and A U D ; 0% to Y en; maturity 16 S ep 2016.
18 A pr 2016 - 50% hedged to U S$, U KP and E U R ; 0% to A U D  and Y en; maturity 17 Jun 2016.
18 M ar 2016 - 50% hedged to U KP, U S$; 75% hedged to E U R ; 0% to A U D  and Y en; maturity 17 Jun 2016.
29 D ec 2015 - 50% hedged to U S $, A U D  and U KP; 25% hedged to E U R ; 0% to Y en;  maturity 18 M ar 2016.
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
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E&CCT ASSET ALLOCATION

AS AT 31st JULY 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% $105.5 61.7% 1.7% $2.9

30.0% Shares 
Forsyth Barr 22.5% - 37.5% 30.0% $55.8 32.6% 2.6% $4.5

30.0%
Shares 

Elevation 
Capital

22.5% - 37.5% 30.0% $48.2 28.2% -1.8% -$3.1

0% Private Equity 0% - 10% 0% $1.5 0.9% 0.9% $1.5

35% INCOME 
ASSETS 25 - 45% 35% $55.7 32.6% -2.4% -$4.2

27.5% NZ Bonds 20 - 35% 27.5% $37.8 22.1% -5.4% -$9.2

7.5% Overseas 
Bonds 5% - 10% 7.5% $17.9 10.5% 3.0% $5.1

5% LIQUID 
ASSETS 2 - 10% 5% $9.8 5.7% 0.7% $1.2

5%
Self-managed 

Cash (Incl 
Hedges & TKP)

2 - 10% 5% $9.8 5.7% 0.7% $1.2

100% TOTAL 100% $171.0 100.0% $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%. 

$171.0m $145.58m $21.3 m$4.12m
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Report type: Committee Information Papers

Recommendation: That the A & R Committee receives and notes the
update form the Chair on the Risk Register Review and 
update. 

Agenda item no: 5

Subject: Risk Register

Responsible for the report: Chair of A & R Committee

Purpose of report: To provide the A & R Committee with an update on 
progress for reviewing and updating ECCT’s Risk 
Register. 

A verbal report will be provided to the meeting by the Chair of the A & R Committee. 

Back to Agenda
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Report type: Committee Information Papers

Recommendation: That the A & R Committee receives and notes the 
report and recommendations on Auditor Review and 
Appointment 

Agenda item no: 6

Subject: Auditor Review and Rotation

Responsible for the report: Chair A & R Committee

Purpose of report: To provide a report to the committee on the proposed 
development of an Auditor review and rotation 
process and policy for discussion. 

Back to Agenda
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23 August 2016 

Auditor Review 

The Audit and Risk Committee Charter requires the committee to assess the performance of the 
auditor.  Currently there is no formal way of doing this.   

The draft work plan suggests that an annual review would take place post audit. 

I would like to suggest a simple process to undertake the review.  This involves a three step process 
and uses an evaluation tool. 

Using the tool the auditor will self assess, the audit and risk committee will assess independently then 
the results will form the basis of a meeting between the Audit and Risk Committee Chair and the 
auditor. 

I have received the attached paper which I think could form the basis of the assessment. 

My suggestion for this year is that the audit and risk committee along with input from the General 
Manager will undertake a simple review using the checklist and then the Chair will discuss with the 
auditor and seek comment. 

The annual review should be included in the engagement documentation of the auditor in the next 
contract and would then form part of the agreed process.  Next year the review process would include 
a self review step alongside the separate review from the Committee and General Manager and the 
joint discussion with the Chair, GM and Auditor. 
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Auditor Rotation/Appointment 

The Audit and Risk Committee Charter requires the committee to recommend appointment of the 
auditor.  The GM and I have reviewed all policy and empowering documentation and have found that 
there is no defined policy or procedure for this.  There is no requirement for rotation of either the 
audit firm or the audit partner, rather at the time that the current contract with the auditor was made 
the audit committee determined that the contract would be for four years, bringing the total contract 
period to five.  Prior to this differing appointment periods had been used.  The Committee at the time 
minuted that rotation was “considered good practice”. 

The Staples Rodway agreement has now ceased so appointment for the 2017 year is needed. 

I think the current committee role coming up is twofold – to develop and recommend an auditor 
appointment policy that will become part of the governance charter, and to undertake the process for 
the appointment of the auditor for the next financial year. 

The GM and I have done some research and we have determined that there is no legal or professional 
requirement to rotate the auditor as the Trust is not an “Issuer”.  Practice is also mixed so it is up to 
each organisation to make its own decision to suit its own circumstances. 

The main reason for auditor rotation requirements for Issuers is to reduce the risk of the “threat of 
familiarity”.  Having the same auditor for long periods of time is perceived to increase the risk that the 
auditor becomes too familiar with the client’s management, directors and/or owners and this may 
reduce their ability to be completely independent and subjective, they may drop their guard, not 
provide enough scepticism or trust management representations. 

Auditors may also be changed due to unhappiness about fees, relationship issues, timeliness or 
performance problems, and retirements and so on. 

The risk of familiarity can also be mitigated by changes internally at the audit firm; by changes in staff 
undertaking the work, or by changes in the audit partner or peer review partner.  Changes in staff at 
ECCT and on the audit and risk committee also reduces the risk of familiarity becoming a problem. 

There is also a balance to be struck that means that there is not too much or too regular change.  Too 
much change may raise the risk of “unfamiliarity” and errors being made by the audit team or 
important risks misunderstood.  Both familiarity and unfamiliarity are risks to be mitigated. 
We must also take into account the ECCT reporting environment, what the internal controls are and 
how much reliance is placed on management judgements and audit interpretations to determine the 
appropriate skills required for the audit and the independence and/or rotation needed. 

ECCT assets are in the main our investments, mostly managed externally, with several layers of checks 
in place.  Reports are regular from all fund managers, they are reviewed by the GM, the Investment 
Advisor, the A & R Committee and Trustees.  The Custodial Trustee also has a control role to play.  The 
Trust has monthly reporting so the “numbers” are seen and monitored regularly.  There is little 
“judgement” required in preparing accounts so the risk of misrepresentation is reduced. 
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The Committee must also address the market place for auditors.  Who is available in Hawkes Bay to 
undertake the audit?  Who has the requisite experience and skills to undertake the audit of a Tier 2 
Reporting Entity?  Does the Trust need to go outside the area to find someone appropriate? 

Attached is an example external auditor policy from Foundation North and a Procurement Policy from 
Community Trust of Southland 

Foundation North confirm continued appointment annually but test the market every three years. 
Audit Partners are to be rotated five yearly.  Southland review annually and re-tender every four 
years.  The incumbent may reapply. 

Next Steps 

1. Confirm the process for reappointment – prepare RFP, send to selected auditors, review 
documents and recommend to Board, timeline – to have agreement by November meeting –  

a. RFP prepared and distributed by 20 September with replies due 20 October 
b. A & R Committee to review and decide recommendation at October meeting 
c. Present recommendation to November Board meeting and advise auditor first week 

of December 
2. Confirm who to request for proposal – Staples Rodway (with different audit partner), BDO, 

any others?  If no others, request from Palmerston North?  Auditlink or Cotton Kelly? 
3. Develop policy for approval by Board – confirm annually, re-tender every five years?  Develop 

policy for review by A & R at October meeting with recommendation to Board for November. 
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Report type: Committee Information Papers

Recommendation: That the A & R Committee receives and notes the 
Monthly reports from Fund Managers and MCA. 

Agenda item no: 7

Subject: Monthly Reports

Responsible for the report: General Manager

Purpose of report: To provide the A & R Committee with the monthly 
reports from MCA, PIMCO and Forsyth Barr (Hastings) 

Back to Agenda
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ObjectivesContents Page

Strategy by investment asset type
Strategy by manager & asset type

Investment monitoring

report & analysis to 31 July 2016

Last 12 months performance relative to benchmark
Current financial year and longer term

The investment policy objectives of the Trust are to achieve a growing level of income to 
fund the budgeted grants and operating costs each year and grow the capital base over the 
long term, to protect the capital and grants against the impact of inflation.                                                                                                                 
The risks to the investment policy objectives are to generate sufficient actual income each 
year to let the Trust donate 4% of the adjusted capital base at the start of the year and to 
meet the Trust's costs. $6.7m is budgeted for 2016/ 17.Currency & overseas shares returns

The assets of the Trust are split between cash, bonds and shares. The split is designed to 
achieve the return objectives of the Trust to support the grants policy. Each class of asset 
has a different purpose and a different pattern of returns. The resulting asset mix is the 
investment strategy of the Trust.                                                                                        
The allocation of capital is:                                                                                                          
- $10m is targeted at cash to provide liquidity;                                                                                  
- $50m at bonds to provide cash flow over the next 10 years, to fund the grants as 
required;                                                                                                                              
- The balance is allocated to shares to provide long-term growth. Of the shares, up to 
$20m is available for private equity.                                                                                                                                                                                                                                                      

Allocation of capital & investment strategy

23 August 2016
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31 July 2016

(37.7%)
(62.3%)

         170,868,351         170,868,351 

           1,840,353 

          (1,962,411)

             3,138,612 

Month Year                                                                                                                                                                                                                                                                                                                                                                                                 
(4 months)                                                                                                                                                                                                      

Growth sector assets at end

Total investment gains/ (losses)

         64,409,975 
        106,458,376 

Total return 4.26%

        165,961,700 

1.87%

         168,086,093 

              (356,354)

           1,303,744 Growth gains/ (losses)

Assets at end

Income sector assets at end

Assets at start

Overall Trust return (%)

Objectives

Liquidity

Income

 Growth

Income return 1.09%

Market movement 0.78%

3.04%

1.19%

Elevation 
Capital

Forsyth 
Barr

Summarised accounts ($)

Total listed 
shares

Strategy

NZ bonds

Overseas 
bonds

           6,869,061 

Trust performance

Manager performance

C ash
           1,834,868            5,028,708 Income received/ (paid)

Net cash flow

1
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31 July 2016

Month

Strategy

-  The investment allocation to each sector is within ±  4.2% of the benchmark asset allocation. 
-  Listed shares is 4.2% below the benchmark, and Cash is 4.0% above the benchmark.
-  The latest hedging contract position of overseas shares was:  75% hedged to USD, 50% hedged to EUR, UKP and AUD, 0% to Yen.

Investment managers' performanc e (relative to market indices)

Year (since 1 April 2016)

Environment

-  Negative: Listed shares.

Summary

-  Negative: Listed shares.

Current issues

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

-  The overall investment return for the month was positive 1.87%, i.e. $3,138,612.

Market movements

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 $170,868,351, up $2.78m over the month [ Last month: $168,086,093 ]. 

-  The portfolio generated investment income of $1,834,868 [vs monthly budget: $620,860 ].

-  Positive: Cash, NZ bonds, OS bonds.

-  Positive: Cash, NZ bonds, OS bonds.

   return has been $6,869,061 or 4.26% since 1 April 2016.  The income level is above the budget.

-  The investment portfolio has generated $5,028,708 of income and experienced $1,840,353 of market movements since 1 April 2016. The total

All markets had a good 
month.

All managers with the exception of 
Listed shares, outperformed their 

relative indices.

2
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31 July 2016

Objective - funding $5.5m in grants + $1.2m operation costs ($6.7m in total)

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 2016/ 2017 target grants and operation costs are $6.7m.  The budgeted investment 
income is $7.5m. 

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

Target grants and operational costs are $6.7m

7.0
8.2

3.4

7.1 6.9

4.2

0

2

4

6

8

10

2010-11 2011-12 2012-13 2013-14 2014-15 2015-16

Historical investment income ($m)

Financ ial year

Budgeted investment income 
$7.45m

Target grants - $5.5m

Operational costs - $1.2m

6.7

1.2
1.7

3.2

5.0

0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

7.5

6.7

0

3

6

9

Mar-16 May-16 Jul-16 Sep-16 Nov-16 Jan-17 Mar-17

$m

Investment income return (YTD)
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31 July 2016

Purpose Income Inflation protection Current grants
Reduced volatility Growth Intergenerational

Medium-term Long-term Equity
$110.87m

5.9% 29.3% 64.9% 100.0%

Current assets vs benc hmark

$13.52 m $50.89 m $106.46 m $170.87 m
$10.00 m $50.00 m $110.87 m $170.87 m

$0.89 m -$4.41 m $0.00 m

Current assets vs capital base

$13.52 m $50.89 m $106.46 m $170.87 m
$10.00 m $50.00 m $88.73 m $148.73 m

$0.89 m $17.73 m $22.14 m

$13.52 m $50.89 m $106.46 m $170.87 m
$10.00 m $50.00 m $125.91 m $185.91 m

$0.89 m -$19.45 m -$15.04 m

Notes:

  3.  The allocation to shares/ property is below the benchmark level on each basis, reflecting the general downturn in the markets over the last 6 years.

Elevation Capital portfolio

  1.  For the target asset levels, the cash holdings should include the undistributed distribution a/ c.
  2.  The allocation to bonds is below the optimal level for 125% x Capital base.

Current assets 
Target assets
Excess (shortfall)

$3.52 m

$3.52 m

Current assets
Benchmark assets

Benchmark ($)
Benchmark (%)

Short-term
$10.00m

The investment strategy should be looked at in terms of the split of the current assets relative to the purpose, the benchmark, the 
benchmark applied to the capital base and the benchmark applied to 125% of the capital base.

$170.87 m

Excess (shortfall) $3.52 m

Investment strategy - by investment asset type

Liquidity
Certainty

Current assets vs 125% x capital base

Current assets
Capital base

  4.  The capital base (i.e. $148.73m) represents the inflation adjusted original capital base set in April 1997 (i.e. $90m) and should, in addition,
       include the undistributed grants reserve. The current assets should ideally exceed the value of these.

$50.00m

++ =
Cash Shares

4

47



31 July 2016

%
Growth

Listed shares
Elevation Capital 28.2%
Forsyth Barr 32.6%

Private equity
Pioneer Capital $1,271,495 0.7%
Waterman Capital $150,000 0.1%

61.7%
Income

NZ bonds 19.3%
Overseas bonds 10.5%

29.8%
Cash

Trust 5.1%
Forsyth Barr Esam Cushing 2.8%
FX Overlay1 0.6%

8.5%
$1,421,495

C urrent alloc ation (%) 0.8%
Difference from benchmark -0.3%
Benchmark 1.2%

Elevation Capital portfolio

MSCI world net 
div (currency 
unhedged)

ANZ Corp A 
grade/ Citigroup 
WGBI index

NZX call indexNZX 50 indexIndices used for c omparison

$17.89m
$50.89m

Position from benchmark

$4.81m
$1.03m

$14.54m

$8.71m

Investment strategy - by manager and asset type

$48,243,418

$33,001,107

$150,000 $0.15m

$17,892,577

$8,710,243
$4,806,048
$1,025,030

$170,868,351$50,893,684 $16,789,232

Cash

$2,143,590
$104,321

$8,710,243
$4,806,048
$1,025,030

$17,892,577

$55,768,433

$1,271,495

Total

Private
equity Bonds

59.6%
-4.2%
63.7%

29.8%
0.5%

29.3%

9.8%
4.0%
5.9% 100.0%

100.0%

Ac tual

$101,763,940

$33,001,107

$46,099,828
$55,664,112

Total

$33.00m

$55.77m

$1.27m

$105.43m

$

$48.24m

Listed shares

-0.4%

-3.3%

1.1%

0.0%

0.5%

2.1%

-2.9%

Pioneer Capital

ElevationCapital

Forsyth Barr

NZ  Bonds

Overseas  Bonds

Cash

Waterman Capital

9.8%

5.9%

19.3%

19.4%

10.5%

9.9%

59.6%

63.7%

0.8%

1.2%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Actual

Benchmark

Cash NZ 
bonds

OS 
bonds

Private 
equity

Listed 
Shares

5
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31 July 2016

N ote: 

Total return

$2,274,038

($307,846)

$1,966,191

($95,889)

$1,870,302

= Benchmark return

Impact movement of 
policy from 50%

= Total return $761,842 $1,252,561 ($432,933)

Application of 50% 
neutral policy $669,258

$1,608,976

($356,415)

($284,395)

$0

$0

$1,870,302

$0

$0

Split of policy return: Total

Share market movement

Currency movement (50% hedged)

Policy return

Currency management

Aug

Forsyth Barr

$1,098,542

($146,606)

$951,937

($51,131)

$900,805

Elevation Capital

$1,175,496

($161,241)

$1,014,255

($44,758)

$969,497

Oct Nov Dec Jan Feb Mar

$2,274,038

($615,693)

$1,658,345

YTD 2016/17

$6,402,281

Historic ally, over the 2016/2017 year, the split has been:

Return from:

Share markets

Apr May

$939,719$1,027,689

The Trust's policy is to be 50% hedged, therefore the policy return for the month is $1,966,191, i.e. the market movement 
and 50% of the exchange rate movement. The total return from the listed shares was $1,870,302. Therefore the hedging 
management policy, to depart from the neutral position, decreased $95,889 over the month.

Currency & overseas shares returns

$2,160,835

($2,519,154)

($358,319)

($74,614)

($307,846)

$1,966,191

($95,889)

Jun Sep

The return on the combined Forsyth Barr and Elevation Capital 
managed shares for the month was $1,658,345.  This can be split 
between the market movement and the movement in the NZ 
dollar.

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.  

$0

$0 $0 $0$743,294

$18,548

Jul

$2,274,038

Market movement

Exchange rate movement

($2,442,138)

$3,960,143

($508,371)

$3,451,772

$0

$0 $0 $0

$0

$0$0

$0

6
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31 July 2016

Elevation Capital portfolio

Last 12 months' performance relative to market benchmark returns

Listed shares

NZ bonds - Self-managed Cash - Self-managed

OS bonds - Pimc o

Hedging

Total Return

0.42%  

-4.67%  
Listed shares Index

vs.

10.72%  
8.85%  

Pimco Index

vs.

Aug-15 Sep-15  Oct-15  Nov-15 Dec-15  Jan-16  Feb-16  Mar-16  Apr-16  May-16  Jun-16  Jul-16

5.90%  6.03%  

NZ Bonds - Self-managed Index

vs.

3.19%  
2.65%  

Self-managed Cash Index

vs.

Aug-15  Sep-15  Oct-15  Nov-15  Dec-15 Jan-16  Feb-16  Mar-16  Apr-16  May-16  Jun-16  Jul-16
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3.26%  

-0.13%  

Total return Index

vs.
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Aug-15  Sep-15  Oct-15 Nov-15  Dec-15  Jan-16  Feb-16  Mar-16 Apr-16  May-16  Jun-16  Jul-16
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31 July 2016

Overall Trust return

Listed shares and Hedging

Currency hedging
Total listed shares

Elevation Capital (portfolio)
Shares

Liquidity

Forsyth Barr (portfolio)
Shares

Liquidity

Pioneer C apital Partners
Waterman Capital
NZ bonds - Self-managed
OS bonds - Pimc o

Self-managed - cash

7.34% 6.33%

n/ a n/ a n/ a

This month (%) Year-to-date (%) Last 12 months' (%) Since appointment (%p.a.)

2.15% 3.52% -1.37% 2.97% 3.40% -0.43% 0.42% -4.67% 5.09%

1.01%

returns returns returns returns

Benchmark
Value 
added

Performance by manager

1.87% 2.67% -0.80% 4.26% 3.19% 1.07% 3.26% -0.13% 3.39%

Actual Benchmark
Value 
added

Actual Benchmark
Value 
added

Actual Benchmark
Value 
added

Actual

1.05% -4.67% 5.72%
1.69%8.08% 6.39%

-0.30%

9.69% 9.78% -0.09%

2.31% 3.52% -1.21% 6.31% 3.40% 2.91% -1.55% -4.67% 3.12% 7.71% 9.78% -2.07%

2.35% 3.52% -1.17% 4.96% 3.40% 1.55%

2.21% 3.52% -1.31% 4.55% 3.40% -1.94%
-0.82% -2.67% -10.35%

1.14% 1.12% -4.67% 5.79% 7.84% 9.78%

0.56% -4.67% 5.23%
2.39% 3.52% -1.13% 3.81% 3.40% 1.76%0.40% 0.58% -4.67% 5.25% 11.54% 9.78%

0.08% -0.71% 0.79%

11.41% 9.78% 1.63%
3.99% 4.62% 6.25% 1.82%
2.23% 3.52% -1.29% 2.07% 3.40% -1.33%

0.21% 0.61% -0.40% 1.86% 1.97% -0.11% 0.54% 4.10% -3.56%

5.90% 6.03% -0.13%

n/ a n/ a n/ a 0.00%

5.04% 0.82%

Note: Details of the benchmark indices are on page 15.

7.57% 6.85% 0.72%
1.77% 1.38% 0.39% 5.21% 4.51% 0.70% 10.72% 8.85% 1.87% 7.15% 5.17% 1.98%
1.01% 0.96% 0.05% 2.29% 2.44% -0.15%

0.22% 0.19% 0.03% 0.93% 0.77% 0.15% 3.19% 2.65% 0.54% 5.86%

1.9%

4.3%
3.3%2.7% 3.2%

-0.1%

-5%

0%

5%

10%

15%

This month Year-to-date Last 12 months'

Performance - Trust vs. Benc hmark

Trust return Market benchmark

8
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31 July 2016

- 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.

Forsyth Barr - Richard Burton

The objective of the portfolio is to provide:

Listed shares portfolio

Elevation Capital - Christopher Swasbrook

9
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 31 July 2016

Country of listing EC FB Total %
N Z 4 11 15 15.2%
Australia 7 7 14 11.1%
US 22 26 48 42.5%
UK 7 3 10 8.6%
Europe 5 10 15 13.9%
Other 7 1 8 6.6%

Shares 52         58         110       97.8%
Cash 2.2%
Total 100.0%

Start of the year

Geographic  split

2,247,911

4,621,004 9,829,482

101,763,940

15,798,308
11,565,204
44,187,834
8,915,938

14,450,486
6,846,169

EC Total
4,538,194
5,539,668

19,688,948
5,906,626

11,260,114
6,025,536

24,498,886
3,009,312

31 Jul 2016End of the month

No. of holdings Value of holdings
FB

5,805,387
46,099,828

1,040,782

2,143,590
55,664,112

Listed shares: Elevation C apital & Forsyth Barr

104,321
48,243,418       55,768,433       104,011,851

Industry split

31 Mar 2016 30 Jun 2016Start of the month

NZ15.2%

Austra lia
11.1%

US42.5%

UK 8.6%

Europe
13.9%

Other 6.6%

Cash 2.2%

5.2%

14.3%

0.0%

10.0%

11.3%

16.9%

11.2%

6.8%

24.3%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer goods

Forsyth Barr Elevation Capita l Combine

5.1%

12.9%

0.0%

10.2%

11.5%

17.2%

10.5%

6.6%

26.1%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer goods

Forsyth Barr Elevation Capital Combine

4.8%

12.9%

0.0%

10.9%

11.3%

14.9%

9.8%

8.6%

26.9%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer goods

Forsyth Barr Elevation Capital Combine
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31 July 2016

Summary of income & growth in portfolio

Cumulative dividend inc ome for 12 month periods to month shown ($m)

Value start of the year

New capital given to manager -

($804,206)

$4,303,030

Dividends received/ earned
Distributions paid to Trust

Market movement

$43,500,000

$2,143,590

$694,702 $5,463,972
($5,295,467)

$4,602,722

 Financ ial year 
to date 

 Since 
appointment 

$44,413,103 -

 The difference between dividends & interest earned, and what was paid out, relates to the exchange 
rates at time of receipt versus payment used. Dividends received and paid to the Trust include both 
dividend and interest income on the investments. 

$2,143,590

Assets

Distributions 
paid out since 
appointment

$48,243,418

$5,295,467

Listed shares: Elevation C apital  - C hristopher Swasbrook

Elevation Capital

$48,243,418

Capital withdrawals $0 ($2,000,000)

Value at 31 Jul 2016

Currency movement ($2,506,801) ($171,400)

$48,243,418

Cash

0.1 0.2
0.3

0.5 0.6
0.7

0.8 0.9
1.0

1.3
1.5

1.5 1.6 1.6 1.7
1.8 1.8 1.8 1.9 1.8 1.8 1.9

2.0 2.0 1.9 2.0 2.0
1.9 1.8 1.9 1.8 1.9 1.9 2.0

1.8 1.8 1.8

0.00

0.50

1.00

1.50

2.00

Jul 2013 Jul 2016

Inc ome
($m)

38

42

46

50

54

58

Aug 2013 Mar 2014 Oct 2014 May 2015 Dec  2015 Jul 2016

C urrent managed assets

C apital + 4% p.a return

C apital paid to EC

($m)

11
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31 July 2016

Country of listing
N Z
Australia
US
UK
Europe
Other

Shares
Cash
Total 

Start of the year Start of the month End of the month

-10.2% 12.1% 16.4%
-8.7% -1.7% 1.1%

-17.7% 5.8% 10.0%
4.3% 15.8% 17.0%

-11.5% 16.9% 20.1%
-5.5% 5.4% 1.1%
-8.4% 12.0% 14.3%
-7.9% 10.8% 12.4%

Industry split
Market returns (NZ$)

Energy
Financials
Food

31 Jul 2016  Last 1 
year 

 Last 3 
years 

 Last 5 
years 

5,805,387

4.4%
100.0%

22 shares

31 Mar 2016

7 shares
52 shares

7 shares
5 shares

30 Jun 2016

46,099,828
12.0%

2,143,590
48,243,418

No. of holdings
4 shares
7 shares

$

Geographic  split

%

Listed shares: Elevation C apital - C hristopher Swasbrook

95.6%

5,539,668
19,688,948
5,906,626
4,621,004

4,538,194 9.4%
11.5%
40.8%
12.2%
9.6%

Primary
Healthcare

Consumer goods

New shares

Fletcher Building    Genesis Energy Limited    Coach, Inc.    Johnson & Johnson     Procter & Gamble Corp    Daimler AG    

Shares that are 20% or less below the ''equal weighting target'' of $927,758

Services
Overall MSCI

Exits
 The Hershey Co., Mondelez International, Siam 
City. 

Shares that are 20% or more above the ''equal weighting target'' of $927,758 Tiffany & Co., Daimler AG
Concentration risks:

 BHP Billiton    Coca-Cola Amatil    MetCash    Arcos Dorados Holdings Inc    BP Prudhoe Bay Royalty Trust     Chesapeake Energy Corp    
Freeport Mcmoran C&G    HSBC Holdings    Müenchener Rück AG     British American Tobacco MK    Givaudan SA     

NZ
9.4%

Australia
11.5%

US
40.8%

UK
12.2%

Europe
9.6%

Other
12.0%

Cash
4.4%

10.2%

13.8%

0.0%

14.9%

9.8%

19.3%

13.3%

7.8%

11.0%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer Goods

10.1%

11.2%

0.0%

15.1%

10.0%

19.5%

12.0%

7.9%

14.1%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer Goods

9.6%

11.1%

0.0%

14.8%

10.1%

15.7%

12.5%

8.1%

18.1%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer Goods
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 31 July 2016

Summary of income & growth in portfolio

Cumulative dividend inc ome for 12 month periods to month shown ($m)

$53,761,434

-

$906,523Dividends received/ earned

Capital withdrawals
New capital given to manager

Value start of the year

Distributions paid to Trust ($675,909)

Listed shares: Forsyth Barr - Ric hard Burton

$55,768,433

$4,883,209

$4,049,539

($2,377,474)

$11,311,003

$55,768,433 $55,768,433Value at 31 Jul 2016

Market movement

Currency movement $838,909
Cash $104,321 $104,321

 The difference between dividends & interest earned, and what was paid out, relates to the 
exchange rates at time of receipt versus payment used. Dividends received and paid to the Trust 
include both dividend and interest income on the investments. 

Forsyth Barr

Assets

Distributions paid 
out since 

appointment

 Financ ial year to 
date  Since appointment 

-

$43,235,832

$5,161,577

($4,883,209)

0.0
0.1

0.2
0.4 0.4

0.60.7 0.7
0.9

1.0
1.2

1.4 1.4 1.4 1.5 1.5 1.6 1.5
1.6 1.6 1.6 1.7 1.7 1.8 1.8 1.8 1.7 1.8 1.8 1.8 1.7 1.8 1.8 1.8 1.7

1.6

1.9

0.00

0.50

1.00

1.50

2.00

Jul 2013 Jul 2016

Inc ome
($m)

38

42

46

50

54

58

Aug 2013 Mar 2014 Oct 2014 May 2015 Dec  2015 Jul 2016

Current managed assets

Capital + 4% p.a. return

Capital paid to FB

($m)
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 31 July 2016

Geographic  split

N Z
Australia
US
UK
Europe
Swiss

Shares
Cash
Total

Start of the year Start of the month

Consumer goods -10.2% 12.1% 16.4%
Energy -8.7% -1.7% 1.1%
Financials -17.7% 5.8% 10.0%
Food 4.3% 15.8% 17.0%
Healthcare -11.5% 16.9% 20.1%
Primary -5.5% 5.4% 1.1%
Services -8.4% 12.0% 14.3%
Overall MSCI -7.9% 10.8% 12.4%

Shares that are 20% or more above the ''equal weighting target'' of $978,394

Shares that are 20% or less below the ''equal weighting target'' of $978,394

$ %No. of holdingsC ountry of listing

Listed shares: Forsyth Barr - Richard Burton

Concentration risks:

Industry split

31 Jul 2016End of the month31 Mar 2016 30 Jun 2016 Market returns (NZ$)
 Last 3 
years 

 Last 5 
years 

 Last 1 
year 

New shares

Exits

 Port of Tauranga, Goodman Property, Genesis 
Energy, Duet Group, Newell Rubbermaid, 
Fortive Corp. 

11 shares

1 shares

20.2%
10.8%

11,260,114

26 shares
7 shares 6,025,536

43.9%
5.4%

17.6%

24,498,886

1.9%
58 shares

1,040,782

0.2%
100.0%

55,664,112         99.8%
104,321

55,768,433

 ANZ Bank    National Australia Bank     Fortive Corporation    Aeroports De Paris     
 Contact Energy, Vector Limited, Procter & 
Gamble. 

3,009,312
9,829,482

3 shares
10 shares

NZ 
20.2%

Australia
10.8%

US 
43.9%

UK 
5.4%

Europe 
17.6%

Swiss 
1.9%

Cash
0.2%

0.0%
20.7%

0.0%
8.6%

12.8%
16.3%

10.7%
7.7%

23.2%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer goods

0.0%
20.0%

0.0%
9.0%

13.0%
18.6%

10.6%
7.3%

21.4%

0% 10% 20% 30%

Tobacco
Services

Property
Primary

Healthcare
Food

Financials
Energy

Consumer goods

0.0%
20.3%

1.8%
9.1%

12.5%
16.0%

8.7%
7.2%

24.5%

0% 10% 20% 30%

Tobacco

Services

Property

Primary

Healthcare

Food

Financials

Energy

Consumer goods
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31 July 2016

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

Market indic es:

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.

Currency hedging 50% of currency movement.

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

Self-managed.

Current management

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.

Appointment date

BNZ.
Forsyth Barr.

Technical notes

May 2013
May 2013
Nov 2002
Apr 2000
Jul 1999

Overall
Private equity
Listed shares
OS bonds

Apr 1997
June 2013, Feb 2016

Self-managed through Forsyth Barr Esam Cushing.

15
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31 July 2016

NZ

US

UK

Euro

Japan

Australia

NZ

US

UK

Euro

Japan

Australia

3 US
4 UK
7 Euro
6 Yen
5 Australia

Environment and market statistics

90-day bank bill rates Year-to-date (change)

(0.1%)
2.3%

0.1%
2.0%

(0.2%)
1.9%

(0.3%)
(0.1%)

(0.1%)
(0.4%)

(0.1%)
(0.0%)
(0.1%)
(0.0%)

0.3%
(0.3%)

2.4%
0.3%

2.3%
0.3%

0.5%

10 year government bond yields

(0.0%)
2.5%

(0.2%)
2.0%

(0.2%)
1.9%

0.1%
(0.1%)

(0.4%)
(0.3%)0.9%

2.4%
1.5%

(1.0%)

5.2%
(5.0%)
4.6%

0.6913

0.6101
77.82
0.9027

0.7100

0.6391

0.9540

0.7109

0.9443
72.89

0.4%
1.5%

0.6416
73.95

Start of year 
1 Apr 2016

Start of period 
1 Jul 2016

End of period
31 Jul 2016

0.5296 0.53930.4812

Exchange rates

(0.7%)
(0.3%)

1.2%

(0.1%)
(0.6%)

1.8% 12.1%

Start of year 
1 Apr 2016

Movement
Month Year-to-date

End of period
31 Jul 2016

(0.1%)
0.0%

(0.1%)
(0.1%)

2.3%
0.2%

3.0%
1.8%
1.5%

(0.2%)

Year-to-date

Year-to-date
(0.8%)
(0.3%)

Start of year 
1 Apr 2016

Start of period 
1 Jul 2016

Start of period 
1 Jul 2016

0.1% 2.8%

0.4%
(0.3%)

Movement
Month
(0.1%)
0.0%

0.9%

End of period
31 Jul 2016

2.2%
1.5%
0.8%
0.6%

Movement
Month

-0.5% 0.0% 0.5%

-0.8% -0.4% 0.0% 0.4%

-7.0% 0.0% 7.0% 14.0%
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31 July 2016

Sharemarket returns (local currenc y)

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.

8.0% 
17.4% 

4.8% 
6.3% 
6.5% 

1.2% 
10.5% 

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 2016.

3.9% 
9.6% 

(12.6%) 
2.4% 

3.6% 

8.8% 16.7% 

Note:

3.6% 3.8% (3.4%) 10.8% 12.6% 

24.1% 

4.3% 6.2% 1.5% 11.2% 12.7% 

2.9% 1.3% (8.3%) 10.2% 12.1% 

(12.6%) 7.6% 
0.5% 
6.6% 

6.8% 3.7% (8.6%) 
3.4% 2.9% 8.9% 0.4% 
6.4% (1.1%) (19.5%) 

Month

11.0% 
3.6% 5.5% 3.3% 8.8% 11.0% 

Year-to-date Last 12 months Last 3 years 
(p.a.)

Last 5 years 
(p.a.)

Environment and market statistics

MCA NZ Limited
PO Box 8811
Symonds Street
Auc kland 1150

SuperLife House
41 Charlotte St
Eden Terrace
Auc kland 1021

Telephone (09) 375 9800
Fac simile  (09) 375 9801
Email  mca@mcanz.co.nz
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Eastern & Central Community
Trust Inc

Monthly Report for
July 2016
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Transaction Summary
Eastern & Central Community Trust Inc

The bond purchases over the period were as follows:

Issuer Maturity Date Face Value Cost1,3 Yield

The bond sales over the period were as follows:

Issuer Maturity Date Face Value Proceeds2 Yield

The bond maturities over the period were as follows:

Issuer Maturity Date Face Value Coupon

The cash purchases over the period were as follows:

Issuer Maturity Date Face Value Cost1,3 Yield

Nil

1 Cost includes brokerage, if any
2 Proceeds are less brokerage, if any
3 Cost will be different to that shown on the portfolio valuation – the difference

being accrued interest.
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Compliance Report
Eastern & Central Community Trust Inc

We confirm that we hold title, in the name of Forsyth Barr Custodians Limited, for all
the bond securities listed in this report. 

We confirm that all cash at call is held in trust for the Eastern & Central Community
Trust Incorporated.

Current Exposures (Face Value):

Security Type Portfolio Mandate Limit

Fixed rate bonds: $22.451 m 100%

Hybrid: $7.678 m $8.0 m 

Perpetual*: $3.275 m $2.0 m 

* All of the perpetual securities are also hybrid securities and are excluded from the
hybrid total.

Commentary

During July the following occurred:

Standard & Poor’s (S&P) revised its outlook on the big four banks (ANZ, ASB,
BNZ & WBC) from Stable to Negative. All banks retain their AA- credit
rating. This is the result of the outlook on the sovereign credit rating of
Australia lowered to negative with S&P citing ongoing budget slippage and the
lack of sufficiently forceful fiscal policy decisions.

Credit Agricole S.A received a credit rating upgrade from Moody’s Investor
Services reflecting improvements in asset risk and profitability. CASHA,
$500,000 of which is held by ECCT, is now rated Ba1 (was Ba2).

During August the following will occur:

We have resolved to purchase up to $2.5 million of the Westpac subordinated
bonds;
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Key Portfolio Information
Eastern & Central Community Trust Inc

Bond Maturity Analysis:

Portfolio Holding
Maturity Date1  $

Face Value
%

20162 $4,000,000 12%
2017 $6,276,000 19%
2018 $1,958,000 6%
2019 $6,375,000 19%
2020 $2,000,000 6%
2021 $6,250,000 19%
2022 $0 0%
2023 $3,400,000 10%
2024 $1,870,000 6%
2025 $0 0%
2026 $0 0%

Perpetual $1,275,000 4%
$33,404,000 100%

1 Includes perpetual’s where we believe an earlier redemption date is likely.
2 Excludes cash
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Bond Credit Analysis:

Portfolio Holding
Long-Term Credit 

Rating
 $

Face Value
%

AAA $0 0.0%
AA+ $0 0.0%
AA $0 0.0%
AA- $0 0.0%
A+ $0 0.0%
A $0 0.0%
A- $4,000,000 12.0%

BBB+ $10,500,000 31.4%
BBB $3,775,000 11.3%
BBB- $1,000,000 3.0%
BB+ $5,854,000 17.5%
BB $0 0.0%
BB- $250,000 0.7%

Not Rated $8,025,000 24.0%
$33,404,000 100%

Average Weighted Credit: BBB-
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Report type: Committee Information Papers

Recommendation: None

Agenda item no: 8

Subject: Appendices

Responsible for the report: General Manager

Purpose of report: To provide the A & R Committee with the Terms of 
Reference for the A & R Committee and the Work Plan 
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A & R Committee Terms of Reference – August 2016 

APPENDIX 2 

TERMS OF REFERENCE 

AUDIT AND RISK COMMITTEE 

1.   Membership 

1.1 In accordance with clause 11(e) of the Eastern and Central Community Trust Inc. Trust 
Deed the Committee shall comprise at least four Trustees and such other persons (if any) 
as seen fit. 

1.2 The Chair of the Trust shall be an ex-officio member of the Audit and Risk Committee 
with no voting rights. 

1.3 The Chair, after consultation with Trustees, will make a recommendation to the Board 
on those Trustees to be appointed to the Audit & Risk Committee, and the Chair of the 
Audit & Risk Committee. The Chair of the Trust cannot be the Chair of the Audit and 
Risk Committee. 

1.4  The Board will ratify the appointments at the first Trust meeting following the annual 
Trustee appointment. 

1.5 A quorum of the Audit and Risk Committee shall be at least three Trustees. 

2. Meetings and Voting

2.1 Voting shall be by simple majority.  In the case of equality of votes the Chair of the Audit 
and Risk Committee shall have the casting vote. 

2.2  Minutes shall be kept for all meetings of the Audit and Risk Committee and circulated to 
the full Trust Board. 

2.3 Conflicts of Interest will be recorded in the minutes.  The Chair will decide whether any 
affected Trustees may vote on an issue for which they have declared a conflict. 

2.3 The Audit and Risk Committee shall have no executive powers with/in regard to its 
findings and recommendations. All recommendations must be presented to the full Trust 
Board. 

2.4 The external auditors shall be given notice of all meetings and shall have the right to 
attend and speak.   

2.5 The Committee shall meet either in person or by electronic means in months which fall 
between full Trust meetings 

77



A & R Committee Terms of Reference – August 2016 

3 Responsibilities 

3.1     The Audit and Risk Committee provides a formal forum for free and open communication 
between the Trust Board, the external auditors and management. 

3.2 The primary objective of the Audit and Risk Committee is to assist the Trust in 
discharging the responsibilities relative to financial reporting, treasury management and 
risk management. 

3.3 The Audit and Risk Committee shall have unlimited access to the Trust’s external 
auditors and the General Manager. The Audit and Risk Committee is authorised to 
consult with independent experts when considered necessary. 

4.      Duties 

4.1 The Audit and Risk Committee shall have such duties as shall be referred to it from time 
to time by the full Trust Board and will include:  

4.2 Oversight of the Annual Financial Reporting and Audit Process.  This will involve 

Oversight of the annual production of the financial statements and related reports 
to ensure they are compliant with generally accepted accounting practices  
liaising with the external auditors,  
reviewing the annual audit plan with the external auditors,  
reviewing audit findings in relation to the annual audit and matters relating to the 
financial statements, and monitoring the status of corrective actions required 
reviewing compliance to relevant statutory reporting requirements,  
recommending the appointment and review of the external auditors, 
determining the audit fees,  
assessing the performance of the auditor 

4.3 Ensuring that the Trust has the appropriate policies in place and these policies are 
reviewed and monitored on a regular basis and reported to the Trust Board. 

4.4 Receiving and reviewing the monthly financial reports, including investment 
performance of the Trust in months where a full Trust meeting is not held 

4.5 Monitoring compliance with the Trust Deed and the Statutory Financial Reporting 
 requirements as set in clause 15 of the Trust Deed.  

4.6   Evaluation and monitoring of the Trust’s risk management policies, practices and              
procedures. This would include monitoring the Trust’s internal control environment to    
assess its adequacy. 

4.7 Other such duties as shall be referred to the Committee from time to time by a full Trust 
Meeting. 
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5. Reporting and Accountability 

The Audit and Risk Committee will report the following to the full Trust Board at each 
meeting of the Board or as appropriate ; 

5.1      Recommendation for the approval of, and any changes to, the annual financial statements  

5.2     The recommendations of the auditor and actions taken in response  

5.3     The Committee’s activities, in particular in relation to the duties outlined in clause 4 and 
any related significant results and findings  

5.4    An annual report summarising the Committee’s activities, any related significant results 
and findings and any recommended changes to the Committee’s objectives and 
responsibilities. 
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Audit Workplan 

Purpose  To ensure that the Audit and Risk Committee have a workplan that will ensure 
duties as outlined in the Terms of Reference are delivered. 

Context 

The terms of reference sets out what duties the Audit and Risk Committee have been tasked 
with.  This paper serves to review those duties, outline how the duties are to be performed and 
then form the basis of an annual workplan.  The workplan forms the basis of Audit and Risk 
meeting agendas, spreading the duties appropriately over the year. 
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Duty per Terms of Reference How is this delivered When is it delivered Workplan entry
Oversight of the Annual 
Financial Reporting and Audit 
Process 

Discussions are held, a 
timeline is prepared by the GM 
which is reviewed and agreed 
to by the Committee.  
Progress against this plan is 
monitored at meetings.  Drafts 
are reviewed when prepared 
and final review prior to 
presentation to the Board 

The annual reporting and audit 
process is carried out from late 
January each year to the end of 
May when the financial accounts 
are approved by the full Trust.   

January - discuss timeline for annual 
reporting process. 
April – review draft annual accounts. 

May – review final annual accounts for 
recommendation 

Ensure they are compliant with 
generally accepted accounting 
practices 

Compliance is ensured by the 
GM and accounting team 
monitoring changes in 
reporting standards.  In 2016 
an outside expert has been 
jointly funded by Community 
Trusts to review the 
requirements of the new 
standards and 
recommendations will be 
reviewed by the Committee. 
GM will ensure they are 
incorporated into the 2016 
financial accounts.  The audit 
report confirms they are 
compliant,  

Reporting from the outside expert 
is expected by the end of January 
for review by the Committee.  Any 
changes to be incorporated into the 
accounts for year end 2016 once 
the Board is informed and have 
approved.   

January – review report from outside 
expert 
January – discus with auditor any 
changes that they are aware of, 
discuss any areas of concern 
February – agenda item to discuss 
inclusion 
April – review draft accounts and 
confirm with GM compliance 
May – auditor will confirm compliance 

Oversight of the annual 
production of the financial 
statements and related reports 

Review and agree timeline 
with GM and auditor 
Provide input to GM 
Monitor progress over timeline 

January  - agree timeline
Feb – May – monitor progress 

January – agree timeline
Feb – May – agenda item for progress 
report 
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liaising with the external auditors Meetings are held pre and 
post audit outlined below.  The 
Chair will work with the GM 
and auditor as required at the 
time of financial statement 
during the audit process 

January 
May 

Reviewing the annual audit plan 
with the external auditors 

A meeting is held with the 
auditor before year end and 
before the audit commences 

At the January meeting January 

Reviewing audit findings in 
relation to the annual audit and 
matters relating to the financial 
statements, and monitoring the 
status of corrective actions 
required 

A meeting is held with the 
auditor at the completion of the 
audit.  The auditor provides a 
letter of audit findings to be 
discussed and then audit 
findings are carried forward to 
each meeting to monitor as 
needed 

Generally at the May meeting but 
will be at the completion of the 
audit and prior to sign off of the 
financial statements 
Audit findings and corrective 
actions are checked at each bi-
monthly meeting 

May 

June
August 
October
December

Reviewing compliance to 
relevant statutory reporting 
requirements 

Part of audit process

Recommending the appointment 
and review of the external 
auditors 

The auditor assessment is 
undertaken using the 
evaluation tool, self review, 
review by A & R with GM and 
then meeting with auditor.  
Continuation of the auditor is 
recommended to the Board 
annually.  

Review is held post audit and 
recommendation made to the 
September meeting for 
continuation if within contract 
period. 

At end of each contract or if 
decision not to continue within a 
contract period. 

Undertake review process in 
July/August to be confirmed at August 
meeting and recomme
September Board

Confirm contract renewal date 
If ceasing 
Meeting
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Determining the audit fees Fees are advised by the 
auditor at the pre-planning 
meeting, discussed by the 
committee then a resolution to 
recommend to the full Board 

January meeting January 
Board approval at Janua
meeting

Assessing the performance of 
the auditor 

See above

Ensuring that the Trust has the 
appropriate policies in place and 
these policies are reviewed and 
monitored on a regular basis and 
reported to the Trust Board 

There are a number of Board 
policies that are on the Board 
agenda for review and 
monitoring.  (SIPO and 
Donations).  There is not a 
comprehensive set of other 
policies that the Committee is 
aware of.  Project for 2016 is 
to develop a policy framework.  
This would need to be 
reviewed and developed with 
A & R and then approved by 
the Board.  Then a review and 
monitoring process can be 
formalised and implemented. 

ongoing

Receiving and reviewing the 
monthly financial reports, 
including investment 
performance of the Trust in 
months where a full Trust 
meeting is not held 

These are provided bi-monthly 
by the GM 

February
April
June
August
October
December
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Monitoring compliance with the 
Trust Deed and the Statutory 
Financial Reporting 
requirements as set in clause 15 
of the Trust Deed 

GM will provide a bi-
monthly/quarterly or six 
monthly (?)  signed 
confirmation that all aspects of 
the Trust Deed and Financial 
Reporting requirements have 
been met. 
A checklist is to be developed 
for sign off by the GM and 
tabling at the meetings

Develop checklist by January
meeting 
Then include on agenda for each 
meeting once time frame is 
confirmed 

February
April
June
August
October
December

Evaluation and monitoring of the 
Trust’s risk management 
policies, practices and 
procedures.   This would include 
monitoring the Trust’s internal 
control environment to assess its 
adequacy. 

Evaluation and monitoring is 
carried out by the development 
of the Risk Matrix (developed 
by GM and A & R and 
approved by Board), regular 
update and review of status by 
GM, reporting by GM to the A 
& R Committee and Board, 
closer review of each category 
once a year by A & R and full 
review by Board annually 

The internal control 
environment is generally 
assessed and documented by 

The initial redevelopment of the 
matrix, scoring system, 
reporting/monitoring system and 
annual review will be discussed at 
January meeting and confirmed at 
February meeting. 
GM will report bi-monthly on Matrix 

Each risk category (3) will be 
reviewed/discussed in more detail 
once a year 

Once a year recommendations will 
be given to Board for inclusion in 
Board review 

Some Community Trusts currently 
have RFP’s out for an assessment 
of their controls as well as their 

January 2016
February
April
June
August
October
December

February, August, December

Discuss at February meeting?
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the auditor as part of their 
audit work.  Comment is then 
given to management and to A 
& R post audit.  There are is 
no internal audit function being 
performed at present. 

Delivery of this duty needs 
further development 

“performance”.
These are things that the ECCT 
Trustees have raised also as an 
option.  This option may wish to be 
considered as a starting point for 
ECCT to then develop an oversight 
method. 
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Audit and Risk Committee Annual Workplan 

January Meet with auditor – audit plan/engagement letter/determine 
fees 
Review annual report preparation planning timeline 
RSM report – new financial reporting standards 

February Monthly Accounts and Investment reports
Independent review of internal controls 
Risk Register update 
Review Risk Category 1 
Review annual report preparation timeline 
Review changes for new financial reporting for 
recommendation/report to Board 
Discuss policy framework for recommendation of a plan to 
Board (?) 

March Meet with auditor for update
Review annual report preparation timeline 

April Monthly Accounts and Investment reports
Risk Register update 
Confirm new reporting standard changes are incorporated in 
2016 accounts  
Checklist for confirming compliance with Trust Deed and 
Statutory Reporting 

May Post audit meeting
Recommend annual financial statements to Board 
Review annual report preparation timeline 

June Monthly Accounts and Investment reports
Review annual report preparation timeline 
Risk Register update 
Audit findings list
Review auditor

July
August Monthly Accounts and Investment reports

Risk Register update 
Audit findings list 
Auditor review
Recommend Auditor to Board (if within contract) 
Review Risk Category 2 

September Checklist for confirming compliance with Trust Deed and 
Statutory Reporting 

October Monthly Accounts and Investment reports
Risk Register update 
Audit findings list

November
December Monthly Accounts and Investment reports

Risk Register update 
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Review Risk Category 3 
Audit findings list 
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