Debt Forecast

Figurel Debt Forecast - 12 months
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Historic and Future Net Debt Pasifion
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Fixed-Floaling Debt Mix

Fixed-Floating Debt Mix

Palicy 55% - 95%
Actual &9% Projiected Mix
$ Millions [Assuming no changs fo curent swaps)
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Net Interest Rate Repricing Risk Profile

Floating Debt Fixed Debt
FIXED-FLOATING LIMIT
Floating Based on 12 months forecasted net Fixed = 55% -95%
Actual = 31% debt of $280M Actual = 69%

FIXED MATURITY LIMITS

1-23 Years 3-5Years 5-10Years
$ Millions 5
Folicy = 15%-50% 15% - 50% 15% - 65%
_— Actual = 36% 15% 49%
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Figure 5 Funding Risk: Debt Maturity Profile

DEBT FACILITY MATURITY LIMITS
D-3Years | 3-5Years 5 ond more Years

Policy 10%-50% | 20%-60% | 15% - 40%
Actuol  32% 30% i 33%
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(1] Council is in the unique pasition of having $85 million committed funding facilities.
The nature of these facilties may, depending an the utilisation, result in a breach of the funding maturity limits.
As this facility is very much in Council's favour this is an acceptable breach of policy.

$ millions

Council Approved

Total
Debt Sources Committed Funding Sources Usage Available
Bank Loans
Short Term (uncommitied) $0.0 -$10.0 $10.0
Long Term (committed) $100.0 $150 $85.0
Commercial Paper
Bank Overdraff $1.0 $0.0 $1.0
Senior Bonds
Retail $0.0 $0.0 $0.0
Wholesale $273.5 $273.5 $0.0
Other $0.0 -$6.4 $6.4
TOTAL §374.5 $272.1 $102.4
The Liability Management and Investment Policy gives guideline parameters for the mix of
fixed/floating interest rate management and maturity profiling. From time to time the actual
position may marginally be outside the recommended guideline as a result of volatility of market
interest rates or the Councils actual cash position.
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Notes:

Working capital borrowing is necessary due to fluctuations in the fiming of operating revenue and expenditure,
The working capital borrowing requirement also includes internal deficits relating to prior years. External working
capital borrowing is reduced by the use of infernal special funds with any surplus requirement funded by way of
unsecured bank lodans.

Gross Term debt is the borrowing relating o long term loan funded capital works projects. External borrowing to
fund term debt is reduced by the use of internal special funds with the surplus requirement funded by way of
secured or unsecured short term bank loans, fixed or floating medium or long term bonds and finance leases.

The managed debt portfolio refers to the portion of Council's fotal delbt portfolio that is managed to reduce
interest rate risk, liquidity/funding risk, counterparty risk and operational and legal risk cs defined in the Liability
Management and Investment Policy. The portfolio is managed on the external net ferm debt requirement
excluding finance leases. i1.e. it is net of the special funds that have been used fo reduce the external term delbt
requirement and the sinking fund balance. Werking capital is not included in the mancged debt portfolio.

Speclal Funds are cash funds either collected through rates or vested fo Council that have been 'set aside' for
specific future spending. The funds are used in the inferim to reduce Council's requirement to bomrow externally.
The fund is managed via accounting enfries and a monthly interest allocation is made fo the funds based on the
Council's weighted average cost of borrawing for that period.

Descripfion of Graphs:

Figure 1

Gross term debt {blue) is the actual gross term debt position of Council as defined in the notes above. The
Forecast (orange) is the projected gross term debt level per month in the current financial year, the figures are
obtained from capital works timing forecasts {provided by budget managers on a monthly basis) and the current
debt maturity profile. The Budget (green) line represents the gross public debt as cpproved in the 2006/2007
Annual Plan,

Figure 2

The prior year net term debt figures (dark blue section) are obtained directly from the published Annual Reporis .
The Annual Plan net term debt figures (light blue section) are obtained from that years published Annual Plan. The
orange section is the Long Term Council Community Plan net term debt as published for 2005/2006 - 2015/2016.

Figure 3

The fixed [blue) and floating (orange) interest rate mix, both historic and projected, based on the 12 monith rolling
forecast net debt requirement. The Liability Management and Investrment Policy minimum is 55% fixed and
maximum 95% fixed. The positioning of the portfolio betwsen policy minimum and pelicy maximum is dependent
on the current and forecast financial market outlook.

Figure 4

Interest rate risk profile. Figure 4 shows, given the current fixed/floating rate mix and the debt forecast (assuming
no changes to current swaps), the percentage of current fixed rate debt that will matfure in future years. This
enables Council fo recognise and reduce significant concenirafions of interest rate risk that may arise in future
years. As debt forecasts change the amount of fixed cover in place may have fo be adjusted to comply with the
policy limits.

Figure §

Funding and liquidity risk. Figure 5 varies from figure 4 in that it shows the actual maturity profile of current debt

on Issue as opposed to the profile of Councils exposure to interest rate risk arising when debt either reprices (in the
case of floating rate debt or hedges) or matures. The debt maturity profile enables Council to identify significant
concenirafions of maturing debt and debt facilities. Where there are significant concentrations of debt maturing
Councll is at risk of not being able to re-borrow from the market af favourable rates.

Figure &

In order to ensure Council has the abllity to borrow from the market when funding is required committed funding
facilities are arranged with approved debt sources. Figure 6 shows Council's committed funding sources and the
current usage of these funds. In addition to the committed sources Council also uses uncommitted lines of
funding as seen in short term bank loans and bonds, uncommitted funding is at times less expensive than
committed funding however its availability is not guaranteed.
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Wholesale Market Interest Rates and the Trade Weighted Index
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Source: ASE Bank Economic Reporls



