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Te Raupapa Take | Order Of Business

1 NAU Mai | WEICOME ... 5
2 Karakia a te Kaunihera | Council BI€SSING .....ccoooieiiieeeeeeeeeeeee e 5
3 Whakapaha | APOIOGIES.........coii i e e e e e 5
4 Te Tauaki o Te Whaitake ki nga Mea o te Rarangi Take | Declarations of Interest
Relating to Items 0N the AQENAa ..o 5
5 He Wa Korero ki te Marea mo nga Mea e Hangai ana ki te Rarangi Take | Public
Speaking Time for Iltems Relating to the Agenda............ccooviiiiiiii e, 5
6 Nga Teputeihana | Deputations..................ccccii 5
Nil
Nga Take a Nga Mema | Members’ BUSINESS ................ccciiiiiiiiiiiiiiiiii e, 5
He KOorero Hou | Updates..............oouiiiii ittt e e e e aeees 5
Nil
9 PUrongo | REPOIES..........ouuiiiii et e e s s e e e e e e e e et e e e e e aeeeaannes 6
9.1 Local Government Funding Agency's Statement of Intent 2024-27 and Annual
REPOIt 2023724 ... 6
10 Te Whakaii i nga Amiki | Confirmation of Minutes ......................cccooeeveiiiiceeeeeee e 82
10.1 Confirmation Of MINUEES .......coiiiiiiiiiiiiiiiiieeeeeeeeeeeee e 82
11 Purongo Kaore e Watea ki te Marea | Public Excluded Reports...........c.cccccccvvvviiinnnnnnn. 86
Resolution to EXClude the PUDBIIC ... 86
12.1 2024 Community and Affordable Housing Seed Fund - Additional Funding
Request and Summary of Successful Applicants ............covviieiiiiieiiiiiiiiie e, 86
12  Karakia Whakamutunga | Closing Karakia............cceevvviiiiiiiiiiiiiiiiiiiiiiiiiieieeeeeeeeee 87
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1 NAU MAI | WELCOME
2 KARAKIA A TE KAUNIHERA | COUNCIL BLESSING
| a matou e whiriwhiri ana i nga take kei As we deliberate on the issues before us,

mua i 0 matou aroaro
E pono ana matou ka kaha tonu ki te We trust that we will reflect positively on the
whakapau mahara huapai mo nga haporie communities we serve.

mahi nei matou.

Me kaha hoki matou katoa kia whaihua, Let us all seek to be effective and just,
kia totika ta matou mahi,

A, ma te maia, te tiro whakamua me te So that with courage, vision and energy,
hihiri

Ka taea te arahi i roto i te kotahitanga me  We provide positive leadership in a spirit of

te aroha. harmony and compassion.
3 WHAKAPAHA | APOLOGIES
4 TE TAUAKI O TE WHAITAKE KI NGA MEA O TE RARANGI TAKE |

DECLARATIONS OF INTEREST RELATING TO ITEMS ON THE AGENDA

Notification from Elected Members of:

4.1 — any interests that may create a conflict with their role as an elected member relating
to the items of business for this meeting, and

4.2 — any interests in items in which they have a direct or indirect pecuniary interest as
provided for in the Local Authorities (Members’ Interests) Act 1968

5 HE WA KORERO KI TE MAREA MO NGA MEA E HANGAI ANA KI TE RARANGI
TAKE | PUBLIC SPEAKING TIME FOR ITEMS RELATING TO THE AGENDA

6 NGA TEPUTEIHANA | DEPUTATIONS
Nil

7 NGA TAKE A NGA MEMA | MEMBERS’ BUSINESS

(@) Leave of Absence

(b) Matters of an Urgent Nature (advice to be provided to the Chair prior to the
commencement of the meeting)

8 HE KORERO HOU | UPDATES

Nil
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9 PURONGO | REPORTS

9.1 LOCAL GOVERNMENT FUNDING AGENCY'S STATEMENT OF INTENT 2024-27 AND
ANNUAL REPORT 2023/24

Kaituhi | Author: lan Georgeson, Chief Financial Officer
Kaiwhakamana | Authoriser: Steffi Haefeli, Acting Group Manager Corporate Services

TE PUTAKE | PURPOSE

1 The purpose of this report is to provide the Strategy, Operations and Finance Committee with
the Local Government Funding Agency (LGFA) Statement of Intent (SOI) 2024-27 and their
Annual Report to 30 June 2024.

HE WHAKARAPOPOTO | EXECUTIVE SUMMARY

2 An executive summary is not required for this report.

TE TUKU HAEPAPA | DELEGATION

3 The Council’s Strategy, Operations and Finance Committee has the authority to consider this
report.

TAUNAKITANGA | RECOMMENDATIONS

A. That the Strategy, Operations and Finance Committee receives and notes the Local
Government Funding Agency’s Statement of Intent 2024-27, including covering letter to
shareholders, attached as Appendix 1 to this report.

B.  That the Strategy, Operations and Finance Committee receives and notes the Local
Government Funding Agency’s Annual Report to 30 June 2024, including covering letter to
shareholders, attached as Appendix 2 of this report.

TUAPAPA | BACKGROUND

4 The LGFA was incorporated in 2011 with the primary objective of optimising the debt funding
terms and conditions for participating local authorities. This includes providing savings in
borrowing costs, making longer-term borrowings available and enhancing the certainty of
access to debt markets.

5 The LGFA issues bonds to wholesale and retail investors and on-lends the funds raised to
participating local authorities (PLAs) with borrowing needs. The quality of the LGFA’s credit
rating and the liquidity created by issuing homogenous local authority paper, ensures that
participating councils can raise funds on better terms than if they were issuing in their own
name.

6 In 2012, Kapiti Coast District Council (the Council) became a principal shareholding local
authority! in the LGFA. The LGFA meets the Local Government Act (LGA) 2002 definition of
a Council Controlled Organisation (CCO) and as a shareholder in a CCO, the Council must
regularly undertake performance monitoring of that organisation to evaluate its contribution to
the achievement of the Council’s desired outcomes.

! principal shareholding local authorities are those which invest capital in the LGFA and are expected to
receive a return on that capital.
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7 As a CCO, the LGFA must deliver to its shareholders a draft SOI on or before 1 March each
year. The draft SOI 2024-2027 was presented to this committee on 11 April 2024. The LGFA
board must consider any comments from its shareholders in relation to the draft SOl and
deliver a final SOI on or before 30 June.

8 The Council’s monitoring obligations are assisted by the Shareholders’ Council whose role is
to represent all the shareholders and ensure that all individual shareholder views are heard.
The Shareholders’ Council comprises five to ten appointees from the council shareholders,
and one from the Crown.

HE KORERORERO | DISCUSSION

He take | Issues
9 LGFA has issued its final SOI 2024-2027.
10 Strategic priority areas remain unchanged from the previous year, and are:
10.1 Governance, capability, and business practice
10.2 Optimising financial services for local government
10.3 Environmental and social responsibility
10.4 Effective management of loans
10.5 Industry leadership and engagement
11 Obijectives and performance targets for each priority area are set out in the SOI.

12 LGFA in their SOI cover letter note the need to strengthen LGFA's financial and capital
position given the weakening credit outlook of the sector and additional borrowing by
councils which drives higher operating costs and the need for increased liquid assets.

13 Consequently, from 1 July 2024 LGFA has increased their base lending margin by 5 basis
points and their Borrower Notes percentage to 5% (previously 2.5%).

14  Borrower Notes are a tool to assist LGFA liquidity, particularly as lending grows. Borrower
Notes are subordinated convertible debt instruments which each council that borrows from
LGFA must subscribe to (in an amount now equal to 5% of the total borrowing from LGFA by
that council). LGFA redeem the Notes when the councils’ related borrowings are repaid and
pay interest on those Notes at the date of redemption.

15 Changes to the Final SOl compared to the Draft presented to the committee on 11 April 2024
included increasing forecast council borrowing, net interest income, expenses and operating
profit.

16 Actual and forecast financial performance (combining information from both the Annual
Report and the SOI) is summarised in the following table:

17

2022/23 2023/24 2024/25 2024/25 2025/26
$m $m $m $M $M
Actual Actual Forecast Forecast Forecast
Total operating income 11.6 21.8 314 41.1 43.0
Operating expenses 9.1 11.8 16.8 19.6 21.8
Net profit 2.5 10.0 16.8 19.6 21.8
Loans to local government 16,313 20,549 23,957 26,509 29,043

In summary, LGFA grew strongly in 2023/24 with lending activity to the local government
sector increasing by 56% over the previous year. This drove a corresponding increase to
operating income and net profit (although LGFA note that 2022/23 net profit was abnormally

low).

Item 9.1
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18 LGFA forecast this growth to continue but note the high level of uncertainty, due to the
uncertain impact of Local Water Done Well reforms on councils.

19 The Council holds 200,000 ordinary shares (0.44% of the total 45,000,000), unchanged from
the previous year. Of this shareholding, 100,000 are subscribed shares that receive
dividends while the remaining 100,000 are unsubscribed and do not. A dividend of $7,370
was received in September 2024 (2023: $6,850).

20 The final SOl and Annual Report to 30 June 2024 are attached as Appendix 1 and 2 to this
report. Subject to availability, LGFA Officials will be invited to present to the Strategy,
Operations and Finance Committee.

Nga kowhiringa | Options
21  There are no options to consider with this report.

Mana whenua

22  There are no mana whenua considerations arising from this report.

Panonitanga Ahuarangi me te Taiao | Climate change and Environment

23 There are no climate change and environment considerations within this report.

Ahumoni me nga rawa | Financial and resourcing

24 There are no additional financial considerations within this report.

Tararu a-Ture me te Whakahaere | Legal and Organisational Risk

25 There are no legal considerations arising from the matters in this report.

26 LGFA s a CCO and plays a critical role in ensuring Council is able to fund its operations.
Monitoring LGFA performance is an important aspect of Council’s financial risk management.

Nga panga ki nga kaupapa here | Policy impact

27 There is no policy impact resulted from this report.

TE WHAKAWHITI KORERO ME TE TUHONO | COMMUNICATIONS & ENGAGEMENT

Te mahere tuhono | Engagement planning

28 An engagement plan is not needed for this report to be considered as it does not trigger the
Significance and Engagement Policy.

Whakatairanga | Publicity

29 The report and its appendices will be publicly available through the agenda for the meeting
and any decisions will be released as part of the minutes of the meeting.

NGA APITIHANGA | ATTACHMENTS

1. LGFA's Statement of Intent 2024-27 including cover letter to shareholders §
2. LGFA's Annual Report 2023/24 including cover letter to shareholders §
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New Zealand Local Government Funding Agency Limited
Auckland Level 5, Walker Wayland Centre, 53 Fort Street
Wellington Level 8, City Chambers, 142 Featherston Street

PO Box 5704, Lambton Quay, Wellington 6145 | Phone +64 4 974 6530

Igfa.co.nz

LGFA

New Zealand Local
Government Funding Agency

Te PUtea KGwanatanga a-rohe

25 June 2024

Dear LGFA stakeholder
Statement of Intent 2024-2027
Please find attached the Statement of Intent (SOI) for the 2024-27 period.
LGFA remains focused on delivering strong results for our council borrowers and shareholders.

For our borrowing councils and CCOs we seek to optimise funding terms and conditions by
e Achieving savings in borrowing costs
e Provide longer dated funding and
e Provide certainty of access to markets.

For our shareholders we are focused on
e Delivering a strong financial performance
e Monitoring asset quality and
e Enhancing our approach to treasury and risk management.

The following points regarding the 2024-27 SOI are worth noting:

e We are needing to strengthen the financial and capital position of LGFA given

o the weakening credit outlook for the sector!

o the additional borrowing by councils and CCOs that has led to increase borrowing
costs incurred by LGFA e.g. the cost of offshore issuance, Approved Issuer Levy, legal
and issuance expenses, a larger amount of liquid assets to ensure liquidity and NZX
listing fees.

We propose to do this by increasing the base on-lending margin by 5 bps (0.05%) and to
increase the Borrower Notes percentage to 5%. This will improve our profitability, retained
earnings, capital base and preserve our high level of creditworthiness.

e As with previous years, there remains uncertainty within the SOI forecasts relating to the
amount of both council loans and LGFA bonds outstanding as this depends upon the
magnitude and timing of council borrowing. The actual amount of borrowing will be
influenced by the ability of councils to deliver on the capex projections in their Long Term
Plans (“LTPs”), any cost increases as we well as the amount of Central Government
assistance in funded capex delivery.

e The Local Water Done Well reform programme (“LWDW”) is progressing with the second (of
three) Bills currently passing through Parliament. There remains uncertainty for the sector

1 S&P Global Ratings have placed twenty-one councils and two CCO on negative outlook, and they
comprise 39% of the LGFA loan book.

Item 9.1 - Appendix 1
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(and LGFA) as to the amount, timing and transition of assets, debt and revenue to the new
water organisations. We have assumed that any impact from LWDW is unlikely to occur until
the 2025-26 year. For our council borrowing and bond issuance forecasting purposes we
have used the latest Draft 2024-34 LTPs from councils (that incorporate water related
activities). The only adjustment made is that we have assumed that LGFA won’t be lending to
financially independent Water CCOs such as Watercare.

e The SOI performance targets are the same as the targets in the prior year SOl except we have
strengthened our focus on achieving sustainability outcomes and added performance targets
to our Industry Leadership and Engagement Objectives.

The changes made to the Final SOl compared to the Draft SOI that you received in February 2024 for
comment have been:

e We have increased our forecasts for council borrowing in the 2024-25, 2025-26 and 2026-27
financial years by $1.2 billion, $340 million, and $1.1 billion. We have increased our forecasts
for LGFA bond issuance by 2024-25, 2025-26 and 2026-27 financial years by $150 million,
$460 million, and $1.12 billion. We have increased our forecast for LGFA Bills on issue by
$500 million.

e Net Interest Income is forecast to increase in the 2024-25, 2025-26 and 2026-27 financial
years by $1.6 million, $1.3 million, and $14.5 million.

e Expenses are forecast to increase by $2.2 million in 2024-25, $2.9 million in 2025-26 and $3.4
million in 2026-27 with over half of the increase in expenses coming from increased
Approved Issuer Levy payments to Central Government from our offshore bond issuance.

e Forecast Net Operating Profit is forecast to decrease by $600k (2024-25) but increase by $8.4
million (2025-26) and $11.1 million (2026-27).

We remain committed to delivering the lowest possible borrowing cost to the sector, providing
certainty of access to funding and long dated tenors to councils while at the same time protecting

the interests of our guarantors and shareholders.

We thank you for your support of LGFA and please feel free to contact me if you have any questions
or require further clarification on anything relating to the SOI or LGFA in general.

Yours sincerely

Mark Butcher
Chief Executive

Item 9.1 - Appendix 1 Page 10
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1. Introduction

This Statement of Intent (SOI) sets out the nature and scope of the activities, objectives and performance targets for
the New Zealand Local Government Funding Agency Limited (LGFA) for the three-year period 1July 2024 to 30 June 2027.
LGFA is enabled under the Local Government Borrowing Act 2011 and is a council-controlled organisation (CCO) for the
purposes of the Local Government Act 2002.

The SOl is prepared in accordance with section 64(1) of the Local Government Act 2002.

Note: This SOI, including financial forecasts, assumes that there are no implications for LGFA from the Local Water
Done Well Reforms and council borrowing forecasts are based on Draft LTPs. We are awaiting further information
relating to the establishment of the Water CCOs; how Water CCOs are intending to structure their borrowing; how
the transition of revenue and debt will occur between our council members and Water CCOs, and the impact on

future council borrowing intentions.

2. Nature and scope of activities

LGFA raises debt funding for the purpose of providing debt financing to New Zealand local authorities and CCOs
(participating borrowers).

LGFA may raise debt funding either domestically and/or offshore in either NZ dollars or foreign currency.

LGFA only lends to participating borrowers that have entered into required relevant legal and operational
arrangements and comply with the LGFA’s lending policies.

In addition, LGFA may undertake any other activities considered by the LGFA Board to be reasonably related,
incidentally to, or in connection with, that business.

3. Our purpose Ta tatou kaupapa

Benefiting local communities through delivering efficient financing for local government.

Ka whiwhi painga nga hapori ma te whakarato putea totika ki nga kaunihera.

4. Our values O matau vara

We act with
integrity

E pono ana
matau

We are honest,
transparent and are
committed to doing
what is best for our
customers and our
company.

We are
customer
focused

E arotahi ana
matau ki te
kiritaki

Our customers
are our council

borrowers, investors,

and all other
organisations that
we deal with. We
listen to them and
actin their best
interests to deliver
results that make a
positive difference.

Statement of Intent // 2024 - 2027

We strive for
excellence

E whakapau
kaha matau kia
hiranga te mahi

We strive to excel
by delivering
financial products
and services that
are highly valued
at least cost while
seeking continuous
improvement in
everything we do.

We provide
leadership

He kaidarahi
matauv

We are here for our
stakeholders in being
strategically minded,
providing resilience
and executing

our strategy. We
embrace a high-
performance culture
and can be relied
upon to deliver
results.

We are
innovative

He auaha
matau

To meet our ever-
changing customer
requirements, we
will encourage
innovation and
provide a diverse
range of financial
products and
services.

02
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5. Foundation objectives

The Shareholders’ Agreement is a foundation document and states that, in accordance with the Local Government
Act, in carrying on its business the objectives of the Company will be to:

(a)achieve the objectives of the Shareholders (both commercial and non-commercial) as specified in the Statement of
Intent. The Shareholders agree that the Company shall carry on its business with a view to making a profit sufficient
to pay a dividend in accordance with the Dividend Policy, but that the primary objective of the Shareholders with
respect to the Company is that it optimises the terms and conditions of the debt funding it provides to Participating
Local Authorities;

(b)be a good employer;

(c) exhibit a sense of social and environmental responsibility by having regard to the interests of the community in
which it operates and by endeavouring to accommodate or encourage these when able to do so; and

(d)conduct its affairs in accordance with sound business practice.

This Statement of Intent sets out the company’s strategic priorities, together with associated objectives and
performance targets, which align with the foundation objectives and have been agreed with shareholders.

6. Strategic priorities

The following five strategic priorities encompass the foundation objectives and guide the LGFA Board and
management in determining our strategy, objectives and associated performance targets.

Governance, capability and business practice

LGFA is committed demonstrating best practice corporate governance underpinned by sound business practice to
ensure its long-term sustainability and success.

Optimising financing services for local government

LGFA's primary objective is to optimise the terms and conditions of the debt funding it provides to participating
borrowers. Amongst other things, LGFA will achieve this by delivering operational best practice and efficiency across
our lending products and services.

Environmental and social responsibility

LGFA recognises the risks inherent in climate change for councils and supports New Zealand’s shift to a low-carbon
economy. LGFA will exhibit a sense of social and environmental responsibility by having regard to the interests of the
community in which it operates and by endeavouring to accommodate or encourage these when able to do so.

Effective management of loans

LGFA will ensure its loan book remains at a high standard by ensuring it understands each participating borrower’s
financial position and managing assets within an appropriate risk management framework to ensure shareholder
value is not compromised.

Industry leadership and engagement

LGFA will take a proactive role to enhance the financial strength and depth of the local government debt market and
will work with key central government and local government stakeholders on sector issues.

Statement of Intent // 2024 - 2027 03
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7.0bjectives and performance targets
This section sets out LGFA’s objectives and performance targets for SOI 2024-2027.

The financial performance targets are focused on the 2024-2025 year and, as applicable, are based on the financial
forecasts outlined in section 8.

Governance, capability and business practice

Objectives How we measure our performance
Demonstrate best practice corporate The Annual Report outlines our compliance with the eight core
governance. principles underpinning the NZX Corporate Governance Best Practice

Code. The Shareholders’ Council has requested a focus on succession
planning for the Board.

Set and model high standards of ethical LGFA has adopted a formal Code of Ethics, incorporating its Conflicts
behaviour. of Interest and Code of Conduct policies, which sets out the standards
and values that directors and employees are expected to follow.

Achieve the shareholder-agreed objectives LGFA reports performance against objectives quarterly to
and performance targets specified in this shareholders and in our Annual and Half Year Reports.
Statement of Intent.

Ensure products and services offered to LGFA prepares annual operating budgets and monitors progress
participating borrowers are delivered in a against these monthly. Financial performance is reported quarterly to
cost-effective manner. shareholders and in our Annual and Half Year Reports.

Be a good employer by providing safe The Annual Report reports on our health and safety and wellbeing
working conditions, training and development  practices and policies, compliance with the Health and Safety at

and equal opportunities for staff Work Act, diversity and inclusion and capability and development.

Performance targets 2024-2025 target

Comply with the Shareholder Foundation Polices and the Board-approved No breaches
Treasury Policy at all times.

Maintain LGFA's credit rating equal to the New Zealand Government LGFA credit ratings equivalent to NZ
sovereign rating where both entities are rated by the same Rating Agency. Sovereign.

A succession plan be put in place for the Board and staff and be reviewed Plan established. Staff plan shared

annually. with board and Board Plan shared

with Shareholders’ Council

LGFA’s total operating income for the period to 30 June 2025. > $31.4 million

LGFA's total operating expenses (excluding AlL) for the period to 30 June 2025. < $11.5 million

Optimising financing services for local government

Objectives How we measure our performance
Provide interest cost savings relative to Measure LGFA issuance spreads against other high-grade issuers in
alternative sources of financing. the New Zealand domestic capital markets.
Offer flexible short and long-term lending Measure LGFA’s share of overall council borrowing.
products that meet the borrowing Survey participating borrowers on an annual basis.
requirements for borrowers.
Deliver operational best practice and Monitor settlements errors for new trades and cashflows.
efficiency for lending services. Survey participating borrowers on an annual basis.
Ensure certainty of access to debt markets, Maintain a vibrant primary and secondary market in LGFA bonds.
subject always to operating in accordance Monitor participation by investors at our tenders through bid-
with sound business practice. coverage ratios and successful issuance yield ranges.
Statement of Intent // 2024 - 2027 04
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Performance targets 2024-2025 target

Share of aggregate long-term debt funding to the Local Government sector. > 80%

Total lending to Participating Borrowers. > $23,957 million

Conduct an annual survey of Participating Borrowers who borrow from LGFA > 85% satisfaction score
as to the value added by LGFA to the borrowing activities.

Successfully refinance existing loans to councils and LGFA bond maturitiesas ~ 100%
they fall due.

Meet all lending requests from Participating Borrowers, where those 100%
requests meet LGFA operational and covenant requirements.

Environmental and social responsibility

Objectives How we measure our performance

Assist the local government sector in achieving LGFA is committed to assist borrowers financing of projects that

their sustainability and climate change promote environmental and social wellbeing in New Zealand and

objectives. to encourage a reduction in greenhouse gas emissions amongst
borrowers. Green, Social & Sustainability (GSS) loan and Climate
Action Loan applications from councils are appraised by the LGFA
Sustainability Committee, with approved loans monitored for
ongoing compliance.

Improve sustainability outcomes within LGFA. LGFA is committed to reducing our carbon emissions and formalised
processes to measure our greenhouse gas (GHG) emissions, as well
as management plans to reduce our company’s emissions.

Performance targets 2024-2025 target
Comply with the Health and Safety at Work Act 2015 No breaches.
Maintain Toit0 Carbon Zero certification Carbon-zero certification maintained.

Meet reduction targets outlined in our carbon reduction management plan. Reduction targets met.

Increase our GSS lending book and Climate Action Loans Two new GSS loans undertaken.

Three new borrowers enter into CALs.

Meet all mandatory climate reporting standards 100%

Provide annual seminar for councils updating them on latest sustainability One seminar for councils and CCOs
developments, climate change impact and LGFA reporting requirements

Effective management of loans

Objectives How we measure our performance
Proactively monitor and review each LGFA reviews all participating councils and CCOs financial
Participating Borrower’s financial position, statements on an annual basis and the agendas and
including its financial headroom under LGFA management reports on an ongoing basis for all councils on the
policies. LGFA borrower watch-list.
Analyse finances at the Council group level Participating borrowers are required to complete annual

where appropriate and report to shareholders. compliance certificates by the end of November each year.

Endeavour to meet each participating borrower  Number of participating borrowers visited in a year
annually, including meeting with elected
officials as required, or if requested

Ensure a smooth transition of water-related LGFA will be able to ensure the successful transition of existing

loans if the Local Water Done Well Reforms council water-related loans to the Water CCOs (if requested by
progresses over forecast period. a council)

Statement of Intent // 2024 - 2027 05
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Performance targets

2024-2025 target

Review each Participating Borrower’s financial position.

100%

Arrange to meet each Participating Borrower over a 15-month period,

100%

including meeting with elected officials as required, or if requested.

Industry leadership and engagement

Objectives

How we measure our performance

Take a proactive role to enhance the financial strength
and depth of the local government debt market and
work with key central government and local government
stakeholders on sector and individual council issues.

Assist the local government sector with significant
matters such as the Local Water Done Well Reforms and
Future for Local Government

Maintain productive relationships with central
government representatives.

Support councils and CCOs in the development of
reporting disclosures of the impacts of sector activity on
climate change.

Performance targets

Provide input into Local Water Done Well Legislation

Report on actions undertaken and progress made on
sector issues.

Identifying any legislative or Central Government policy
changes that may impact LGFA and undertake formal or
informal submissions.

Assist the local government sector with understanding
any legislative or Central Government policy changes
that may impact LGFA.

Report back on the alignment of LGFA and councils
climate and emissions reporting requirements

Report back in how we are helping smaller council’s
understand future reporting requirements.

2024-2025 target

Provide feedback to DIA and Treasury
during legislation drafting

Provide quarterly updates to shareholders and borrowers on sector

developments that are impacting LGFA

Four quarterly updates to councils
and CCOs

Meet annually with Infrastructure Commission, Local Government New
Zealand, Taituara, Water New Zealand, Infrastructure New Zealand, Crown
Infrastructure Partners, Department of Internal Affairs, Treasury and
Minister’s office to discuss sector issues from an LGFA perspective.

Nine meetings across stakeholders

8. Financial forecasts

LGFA’s financial forecasts for the three years to 30 June 2027:

Comprehensive income $m Jun 25 Jun 26 Jun 27
Net Interest income 299 39.6 415
Other operating income 1.5 1.5 1.5
Total operating income 3.4 411 43.0
Approved Issuer Levy 53 73 91
Issuance & onlending costs 4.3 4.6 4.7
Operating overhead 72 7.6 8.0
Issuance and operating expenses 16.8 19.6 21.8
P&L 14.5 21.5 21.2
Statement of Intent // 2024 - 2027 06
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Financial position (hominals) $m

Liquid assets portfolio 2,597 2,876 3,866
Loans to local government 23957 26,509 29,043
Total Assets 26,555 29,385 32,909
Bonds on issue (ex Treasury stock) 23,702 26,277 29,485
Bills on issue 1,850 1,850 1,850
Borrower notes 707 905 M4
Total Liabilities 26,259 29,032 32,449
Capital 25 25 25
Retained earnings 106 126 145
Dividend () @ 2
Shareholder equity 129 149 169

Ratios Jun 25 Jun 26 Jun 27
Liquid assets/funding liabilities 10.6% 10.6% 12.6%
Liquid assets/total assets 9.8% 9.8% N.7%
Net interest margin 0.12% 0.15% 0.14%
Cost to income ratio 53.7% 47.6% 50.6%
Return on average assets 0.05% 0.07% 0.06%
Shareholder equity/total assets 0.5% 0.5% 0.5%
Shareholder equity + BN/total assets 3.2% 3.6% 39%
Asset growth 13.3% 10.7% 12.0%
Loan growth 16.5% 10.7% 9.6%
Return on equity 12.5% 16.6% 14.2%
Capital ratio 15.8% 179% 19.5%

The above forecasts assume a gross bond issuance programme of $5.4 billion (FY25), $5.5 billion (FY26) and $5.9 billion
(FY27) based upon term lending to councils of $5.8 billion (FY25), $5.2 billion (FY26) and $6.2 billion (FY27).

Note there is a high level of uncertainty regarding the financial forecasts for both council borrowing and LGFA bond
issuance due to the uncertainty relating to the Local Water Done Well Reforms and the impact on councils.

Our council lending and LGFA bond issuance forecasts are based on the assumption that LGFA will be lending to the
proposed Water CCOs if they meet the qualifying criteria for LGFA membership as a CCO. We have assumed we will
not be lending to financially independent Water CCOs such as Watercare as they are unlikely to meet the qualifying
criteria. There have been no final decisions regarding the transfer mechanism for assets, liabilities and revenue from
councils to the proposed Water CCOs. We will update stakeholders on implications for LGFA as further information
becomes available, but this is not expected until late 2024.

The above forecasts assume a 5 bps increase in base lending margins to councils and CCOs and an increase in the
Borrower Notes as a percentage of loans to 5%. These changes will take place from 1July 2024. These changes have
been carefully considered by the LGFA board and are necessary to increase the capital strength of LGFA and to meet
the additional costs incurred by LGFA in financing the larger borrowing requirement of the sector.

9. Dividend policy

LGFA primary objective is to maximise benefits to participating borrowers rather than shareholders. Consequently, it is
intended to pay a limited dividend to shareholders.

The Board’s policy is to pay a dividend that provides an annual rate of return to shareholders equal to LGFA fixed rate
bond cost of funds plus 2.00% over the medium term.

At all times payment of any dividend will be discretionary and subject to the Board'’s legal obligations and views on
appropriate capital structure.
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10. Governance

Board

The Board is responsible for the strategic direction and control of LGFA’s activities. The Board guides and monitors the
business and affairs of LGFA, in accordance with the Companies Act 1993, the Local Government Act 2002, the Local
Government Borrowing Act 2011, the Company’s Constitution, the Shareholders’ Agreement for LGFA and this SOI.

The Board can comprise up to seven directors. Currently the board size is six directors with five being independent
directors and one being a non-independent director.

The Board’s approach to governance is to adopt best practice with respect to:
« The operation of the Board.

« The performance of the Board.

« Managing the relationship with the Company’s Chief Executive.

« Being accountable to all Shareholders.

All directors are required to comply with a formal Charter.

The Board will meet on a regular basis and no fewer than six times each year.

Shareholders’ Council

The Shareholders’ Council is made up of between five and ten appointees of the Shareholders (including an appointee
from the Crown). The role of the Shareholders’ Council is to:

« Review the performance of LGFA and the Board, and report to Shareholders on that performance on a periodic basis.

« Make recommendations to Shareholders as to the appointment, removal, replacement and remuneration of
directors.

+« Make recommendations to Shareholders as to any changes to policies, or the SOI, requiring their approval.

« Ensure all Shareholders are fully informed on LGFA matters and to coordinate Shareholders on governance decisions.

11. Information to be provided to Shareholders

The Board aims to ensure that Shareholders are informed of all major developments affecting LGFA’s state of affairs,
while at the same time recognising both LGFA’s obligations under NZX Listing Rules and that commercial sensitivity may
preclude certain information from being made public.

Annual Report
The LGFA's balance date is 30 June.

By 30 September each year, the Company will produce an Annual Report complying with Sections 67, 68 and 69 of the
Local Government Act 2002, the Companies Act 1993 and Financial Reporting Act 2013. The Annual Report will contain

the information necessary to enable an informed assessment of the operations of the company, and will include the
following information:

« Directors’ Report.

« Financial Statements incorporating a Statement of Financial Performance, Statement of Movements in Equity,
Statement of Financial Position, Statement of Cashflows, Statement of Accounting Policies and Notes to the
Accounts.

« Comparison of the LGFA's performance regarding the objectives and performance targets set out in the SOI, with an
explanation of any material variances.

« Auditor's Report on the financial statements and the performance targets.

« Any other information that the directors consider appropriate.

Half Yearly Report

By 28 February each year, the Company will produce a Half Yearly Report complying with Section 66 of the Local
Government Act 2002. The Half Yearly Report will include the following information:

« Directors’ commentary on operations for the relevant six-month period.

« Unaudited half-yearly Financial Statements incorporating a Statement of Financial Performance, Statement of
Movements in Equity, Statement of Financial Position and Statement of Cashflows.

Statement of Intent // 2024 - 2027 08

Item 9.1 - Appendix 1 Page 18



STRATEGY, OPERATIONS AND FINANCE COMMITTEE MEETING 14 NOVEMBER 2024
AGENDA

Quarterly Report

By 31January, 30 April, 31 July, and 31 October each year, the Company will produce a Quarterly Report. The Quarterly
Report will include the following information:

« Commentary on operations for the relevant quarter, including a summary of borrowing margins charged to
Participating Borrowers (in credit rating bands).

« Comparison of LGFA’s performance regarding the objectives and performance targets set out in the SOI, with an
explanation of any material variances.

« Analysis of the weighted average maturity of LGFA bonds outstanding.

« In the December Quarterly Report only, commentary on the Net Debt/Total Revenue percentage for each
Participating Local Authority that has borrowed from LGFA (as at the end of the preceding financial year).

« To the extent known by LGFA, details of all events of review in respect of any Participating Borrower that occurred
during the relevant quarter (including steps taken, or proposed to be taken, by LGFA in relation thereto).

« Details of any lending to CCOs during the quarter and the amount of CCO loans outstanding.

« Commentary on sustainability initiatives.

Statement of Intent

By 1 March in each year the Company will deliver to the Shareholders its draft SOI for the following year in the form
required by Clause 9(1) of Schedule 8 and Section 64(1) of the Local Government Act 2002.

Having considered any comments from the Shareholders received by 30 April, the Board will deliver the completed SOI
to the Shareholders on or before 30 June each year.

Climate Related Disclosures Reporting
LGFA will publish a Climate Related Disclosure Report by 30 September each year.

Shareholder Meetings

The Board will hold an Annual General Meeting between 30 September and 30 November each year to present the
Annual Report to all Shareholders.

The Company will hold a meeting with the Shareholders’ Council approximately every six months — prior to the Annual
General Meeting and after the Half Yearly Report has been submitted. Other meetings may be held by agreement
between the Board and the Shareholders’ Council.

12. Acquisition / divestment policy

LGFA will invest in securities in the ordinary course of business. It is expected that these securities will be debt securities.
These investments will be governed by LGFA’s lending and/or investment policies as approved by the Board and/or
Shareholders.

Any subscription, purchase or acquisition by LGFA of shares in a company or organisation will, if not within those
investment policies, require Shareholder approval other than as concerns the formation of wholly-owned subsidiaries
and the subscription of shares in such wholly-owned subsidiaries.

13. Activities for which compensation is sought from Shareholders

At the request of Shareholders, LGFA may (at its discretion) undertake activities that are not consistent with its normal
commercial objectives. Specific financial arrangements will be entered into to meet the full cost of providing such
activities.

Currently there are no activities for which compensation will be sought from Shareholders.

14. Commercial value of Shareholder’s investment

LGFA will seek to maximise benefits to Participating Local Authorities as Borrowers rather than Shareholders.

Subject to the Board’s views on the appropriate capital structure for LGFA, the Board’s intention will be to pay a
dividend that provides an annual rate of return to Principal Shareholders equal to LGFA fixed rate bond cost of funds
plus 2.00% over the medium term.
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As the Shareholders will have invested in the LGFA on the basis of this limited dividend, the Board considered that at
establishment the commercial value of LGFA was equal to the face value of the Shareholders’ paid up Principal Shares
- $25 million.

In the absence of any subsequent share transfers to the observed share transfers on 30 November 2012, the Board
considers the current commercial value of LGFA is at least equal to the face value of the Shareholders’ paid up
Principal Shares of $25 million. This equates to a value per share of $1.00.

15. Accounting policies

LGFA has adopted accounting policies that are in accordance with the New Zealand International Financial Reporting
Standards and generally accepted accounting practice. A Statement of accounting policies is attached to this SOI.

Statement of Accounting Policies

1. Reporting entity

The New Zealand Local Government Funding Agency Limited (LGFA) is a company registered under the Companies Act
1993 and is subject to the requirements of the Local Government Act 2002.

LGFA is controlled by participating local authorities and is a council-controlled organisation as defined under section 6
of the Local Government Act 2002. LGFA is a limited liability company incorporated and domiciled in New Zealand.

The primary objective of LGFA is to optimise the debt funding terms and conditions for participating borrowers.

The registered address of LGFA is Level 8, City Chambers, 142 Featherston Street, Wellington Central, Wellington 6011.

2. Statement of compliance

LGFA is an FMC reporting entity under the Financial Markets Conduct Act 2013 (FMCA). These financial statements have
been prepared in accordance with that Act and the Financial Reporting Act 2013. LGFA’s bonds are quoted on the NZX
Debt Market.

LGFA is a profit orientated entity as defined under the New Zealand Equivalents to International Financial Reporting
Standards (NZ IFRS).

The financial statements have been prepared in accordance with New Zealand Generally Accepted Accounting
Practice (NZ GAAP) and they comply with NZ IFRS and other applicable Financial Reporting Standard, as appropriate
for Tier 1 for-profit entities. The financial statements also comply with International Financial Reporting Standards (IFRS).

3. Basis of preparation

Measurement base

The financial statements have been prepared on a historical cost basis modified by the revaluation of certain assets
and liabilities.

The financial statements are prepared on an accrual basis.

Functional and presentation currency

The financial statements are presented in New Zealand dollars rounded to the nearest thousand, unless separately
identified. The functional currency of LGFA is New Zealand dollars.

Foreign currency conversions

Transactions denominated in foreign currency are translated into New Zealand dollars using exchange rates applied
on the trade date of the transaction.

Changes in accounting policies

There have no changes to accounting policies.

Early adoption standards and interpretations

LGFA has not early adopted any standards.

Standards not yet adopted

LGFA does not consider any standards or interpretations in issue but not yet effective to have a significant impact on
its financial statements.
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Financial instruments

Financial assets

Financial assets, other than derivatives, are recognised initially at fair value plus transaction costs and subsequently
measured at amortised cost using the effective interest rate method.

Cash and cash equivalents include cash on hand, bank accounts and deposits with an original maturity of no more
than three months.

Cash provided by LGFA as security for financial arrangements remains a financial asset of LGFA and is recognised as
cash pledged as collateral in the Statement of Financial Position, separate from cash and cash equivalents.

Purchases and sales of all financial assets are accounted for at trade date.

At each balance date, an expected credit loss assessment is performed for all financial assets and is calculated
as either:

« Credit losses that may arise from default events that are possible within the next 12 months, where no significant
increase in credit risk has arisen since acquisition of the asset, or

« Credit losses that may arise from default events that are possible over the expected life of the financial asset, where
a significant increase in credit risk has arisen since acquisition of the asset.

Impairment losses on financial assets will ordinarily be recognised on initial recognition as a 12-month expected loss
allowance and move to a lifetime expected loss allowance if there is a significant deterioration in credit risk since
acquisition.

Financial liabilities

Financial liabilities, other than derivatives, are recognised initially at fair value less transaction costs and subsequently
measured at amortised cost using the effective interest rate method.

Derivatives

Derivative financial instruments are recognised both initially and subsequently at fair value. They are reported as
either assets or liabilities depending on whether the derivative is in a net gain or net loss position respectively.

Fair value hedge

Where a derivative qualifies as a hedge of the exposure to changes in fair value of an asset or liability (fair value
hedge) any gain or loss on the derivative is recognised in profit and loss together with any changes in the fair value of
the hedged asset or liability.

The carrying amount of the hedged item is adjusted by the fair value gain or loss on the hedged item in respect of the
risk being hedged. Effective parts of the hedge are recognised in the same area of profit and loss as the hedged item.

Other assets

Property, plant and equipment
Items of property, plant and equipment are initially recorded at cost.

Depreciation is charged on a straight-line basis at rates calculated to allocate the cost or valuation of an item of
property, plant and equipment, less any estimated residual value, over its remaining useful life.

Intangible assets

Intangible assets comprise software and project costs incurred for the implementation of the treasury management
system. Capitalised computer software costs are amortised on a straight-line basis over the estimated useful life of
the software (three to seven years). Costs associated with maintaining computer software are recognised as expenses.

Other liabilities

Employee entitlements

Employee entitlements to salaries and wages, annual leave and other similar benefits are recognised in the profit and
loss when they accrue to employees.

Revenue

Interest income
Interest income is accrued using the effective interest rate method.

The effective interest rate exactly discounts estimated future cash receipts through the expected life of the financial
asset to that asset’s net carrying amount. The method applies this rate to the principal outstanding to determine
interest income each period.
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Expenses

Expenses are recognised in the period to which they relate.

Interest expense
Interest expense is accrued using the effective interest rate method.

The effective interest rate exactly discounts estimated future cash payments through the expected life of the financial
liability to that liability’s net carrying amount. The method applies this rate to the principal outstanding to determine
interest expense each period.

Income tax

LGFA is exempt from income tax under Section 14 of the Local Government Borrowing Act 2011.

Goods and services tax

All items in the financial statements are presented exclusive of goods and service tax (GST), except for receivables
and payables, which are presented on a GST-inclusive basis. Where GST is not recoverable as input tax, then it is
recognised as part of the related asset or expense.

The net amount of GST recoverable from, or payable to, the IRD is included as part of receivables or payables in the
statement of financial position.

The net GST paid to, or received from the IRD, including the GST relating to investing and financing activities, is classified
as a net operating cash flow in the statement of cash flows.

Commitments and contingencies are disclosed exclusive of GST.

Segment reporting
LGFA operates in one segment being funding of participating borrowers in New Zealand.

Judgements and estimations

The preparation of these financial statements requires judgements, estimates and assumptions that affect the
application of policies and reported amounts. For example, the fair value of financial instruments depends critically on
judgements regarding future cash flows, including inflation assumptions and the risk-free discount rate.

The estimates and associated assumptions are based on historical experience and various other factors that

are believed to be reasonable under the circumstances. Actual results may differ from these estimates and these
estimates and underlying assumptions are reviewed on an ongoing basis. Where these judgements significantly affect
the amounts recognised in the financial statements they are described in the following notes.
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LGFA

New Zealand Local
Government Funding Agency

Te PUtea KGwanatanga a-rohe

29 August 2024

Dear Shareholder,

LGFA 2024 Annual Report

The LGFA Annual Report for the 12-month period to 30 June 2024 is now available from the LGFA
website: LGFA 2024 Annual Report

We are pleased to highlight another positive year for LGFA that included several achievements.
1. Financial and operational performance.

Financial performance was strong with Net Operating Profit of $10.05 million compared to
$2.5 million for the prior year. The prior year profit was abnormally low (due to the sharp
rise in interest rates) and it is pleasing that we are back to where we have been on a
historical basis.

Both our total operating income and operating expenses were higher than the Statement of
Intent (SOI) forecast due to the larger than expected council and Council Controlled
Organisation (CCO) borrowing and LGFA bond issuance activity. Both lending and bond
issuance were record amounts.

We met 15 out of 18 performance objectives and our achievements were recognised
through numerous awards from KangaNews, INFINZ, Treasury Managment International, and
Environmental Finance.

2. We made longer dated borrowing options available to an increased number of council and
CCO borrowers.

As at 30 June 2024, LGFA had loans outstanding of $20.55 billion, an increase of $4.24 billion
over the financial year, with the longest dated loans available out to 13 years (2037). Over
the financial year, we approved two new CCO members, lifting total members to 77 councils
and 5 CCOs. Over the financial year, LGFA lent a record $6.1 billion to the sector (up 56% on
the prior year) and provided 90% of the sector borrowing. We are appreciative of the
ongoing support from our borrowing members.

New Zealand Local Government Funding Agency Limited
Auckland Level 7, The Shortland Centre, 55 Shortland Street
Wellington Level 11, City Chambers, 142 Featherston Street

PO Box 5704, Lambton Quay, Wellington 6145 | Phone +64 4 974 6530
Igfa.co.nz
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New products and increasing focus on sustainability.

We issued a record NZ$6.5 billion equivalent of bonds over the financial year. A highlight was
our inaugural foreign currency issuance under our AUD Medium Term Note (MTN) and Euro
Commercial Paper (ECP) Programmes. Issuing foreign currency securities assists our issuance
strategy by diversifying our funding sources beyond the NZD market. All foreign currency
borrowing is hedged back into NZD to remove any foreign exchange rate risk.

An increased number of councils and CCOs utilised our sustainable lending products. We
grew our sustainable loans to councils and CCOs by $2.3 billion and were 15.3% of total

outstanding loans as at 30 June 2024.

We have also published our inaugural Climate Related Disclosures (CRD) Report that sets out
our progress to date with incorporating climate related risks and opportunities across our
governance, strategy, and risk management functions. The report is available on our website:

LGFA Climate Related Disclosures 2024

4, A dividend payment of 6.85% for shareholders.

The financial strength of LGFA has been affirmed with total assets of $23.5 billion and
shareholder equity of $113.2 million as at 30 June 2024. A $1,842,500 dividend has been
declared by the LGFA Board for the year ended 30 June 2024 and a dividend notice will be
sent to you shortly. The dividend rate is $0.0737 per paid up share and will be paid to you on

Monday 2" September 2024.

Our Annual General Meeting (AGM) will be held on Tuesday 19 November 2024 in Wellington (with a
virtual attendance option). We will send out a Notice of AGM by Friday 20 September 2024.

Please do not hesitate to contact me if you have any comments or questions.

Kind regards

MAL T=AL

Mark Butcher
Chief Executive

New Zealand Local Government Funding Agency Limited
Auckland Level 7, The Shortland Centre, 55 Shortland Street
Wellington Level 11, City Chambers, 142 Featherston Street

PO Box 5704, Lambton Quay, Wellington 6145 | Phone +64 4 974 6530
Igfa.co.nz
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ANNUAL REPORT 30 June 2024

4 Mb

Benefiting communities through
delivering efflment fmancmg for
local government.

i

New Zealand Local
Government Funding Agency
Te PUtea Kdwanatanga d-rohe
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Message from the Chair
and Chief Executive
He karere maii te Toihau

me te Tumuaki

2023-24 Financial and
operational performance

Total interest income for the financial year of
NZ$1,213 million increased 59% over the 2022-23
result of NZ$763.6 million. Net operating profit of
NZ$10.05 million increased 301% on the 2022-23
result of NZ$2.5 million. The prior year result was
negatively impacted by the sharp rise in interest
rates.

Total operating income of NZ$$21.8 million was
above the Statement of Intent (SOI) forecast

of NZ$19.2 million due to larger than expected
council and CCO lending and higher interest
rates than forecast.

Operating expenses at NZ$11.8 million were
NZ$1.7 million above the SOI budget. Operating
expenses were higher than forecast due to
Approved Issuer Levy payments to central
government for our offshore issuance, as well as
higher NZX and legal fees related to increased
levels of bond issuance and lending to members.

Over the year, LGFA operations processed

over 16,000 transactions with total gross cash
flows of NZ$83 billion. Where possible, LGFA
employ straight-through processing to minimise

Back to contents

operational risk across our treasury operations.
Improving our information technology control
environment to mitigate emerging risks from
cyber threats was another key focus over

the past year. Independent consultants were
engaged to review our cyber control environment
for compliance against best practice cyber risk
controls and were comfortable with our controls.
There were no cyber issues.

We achieved fifteen out of our eighteen
performance objectives, with the only objectives
missed being operating expenses, driven by
higher levels of issuance and onlending than
forecast, and a lower number of new Green, Social
and Sustainability (GSS) loans than forecast. Our
objective for meeting Global Reporting Initiative
reporting requirements was superseded by our
inaugural climate-related disclosures under the
Aotearoa New Zealand Climate Standards.

We continue to support the sector and promote
best practice via sponsoring the LGFA Taituara
Local Government Excellence Awards and other
Taituara events. We also held quarterly business
updates, the annual shareholder borrower day and
economic updates for council and CCO members.

For the year ended 30 June 2024
The 2023-24 year was a standout year for LGFA.

Annual lending to the sector increased by 56%
to a record NZ$6.1billion and we provided 90%
of council borrowing during the year.

An increased number of councils utilised our
sustainable lending products. Our sustainable
loans comprised 27% of new lending during the
year and were 15.3% of total outstanding loans
as at 30 June 2024.

Two new Council-Controlled Organisations
(CCOs) were added as members which now
provides a blueprint for future lending to
Water CCOs.

We diversified our sources of borrowing
into offshore markets to meet the growing

Borrowing activity

LGFA issued an equivalent of NZ$6.5 billion of
bonds over the financial year (an increase of NZ$3
billion over 2022-23). As at June 2024, our bonds
on issue totalled NZ$21.08 billion, comprising:

« NZz$18.2 billion of NZD bonds across ten
maturities between 2024 to 2037, and

« NZ$2.9 billion of AUD bonds (A$2.65 billion)
across four maturities between 2027 and 2034.

The highlight for the year was the inaugural
foreign currency issuance under our AUD Medium
Term Note (MTN) and Euro Commercial Paper
(ECP) Programmes. Issuing foreign currency
securities assists our issuance strategy by
diversifying our funding sources beyond the NZD
market. As at 30 June, we had established a yield
curve of four AUD bond maturities and issued
US$506 million under our ECP programme.

We would prefer to extend our yield curve
beyond the existing 13 years (2037), but this
remains difficult to implement until our council
and CCO members borrow for longer tenors. The
average term of our bond issuance during the
year at 5.9 years was longer than the prior year
of 5.5 years. This remains shorter than where we
would like to be as a longer term of debt reduces
our refinancing risk.

financing requirements of the sector as we
have outgrown the domestic bond market.
Our Nz$6.5 billion of issuance was a record
amount with an equivalent NZ$2.9 billion
sourced from offshore markets.

LGFA worked closely with Central Government
on a package for delivery of an expanded
range of financing options for council water
entities culminating in the post balance date
announcement regarding Water CCO lending
and lending to high growth councils.

Our efforts and achievements were
acknowledged through receiving multiple
domestic and global awards.

We continue to foster strong relationships with
international investors. Offshore investors

who have increased their holdings of our NZD
bonds by $500 million over the year, totalling
$6.7 billion at year end - an equivalent of 37% of
NZD bonds on issue. Combined with the A$2.65
billion of AUD bonds, our offshore investor base
now holds 45% of total LGFA bonds on issue.

While there was significant volatility in yields,
over the year the change was muted with 2027
LGFA bond yields falling 39 basis points (bps)
over the year (after trading a 124 bps range) and
20837 LGFA bond yields falling a mere 4 bps over
the year (after trading a 146 bps range).

Over the year, the interest rate spread at which
LGFA bonds trade narrowed against New
Zealand Government Bonds (NZGB) but widened
over interest rate swaps. Our spreads to NZGB
narrowed between 9 bps (2037 bond) and 23
bps (2029 bond) while spreads to swap moved
between ‘no change’ (2026 bond) and 14 bps
(2035 bond). This change was similar to the
spread movements on other high-grade issuers
where the additional supply of NZGBs has been
the dominating influence on the domestic bond
market.

Message from the Chair and Chief Executive LGFA Annual Report 2024 3
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Lending to members

Over the past year, we added two new CCO
members, Whanganui District Council Holdings,
and Infrastructure Holdings, bringing total CCO
membership to five. Our seventy-seven council
members represent all councils, except for
Chatham Islands District Council.

Long-dated lending over the year totalled a
record NZ$6.15 billion as members refinanced
their 2024 loans and increased borrowing to
finance infrastructure projects. Our lending over
the year represented an estimated 90% of all
council borrowing, a pleasing increase compared
to the long-term average of 77%.

The average tenor of long-dated borrowing by
members of 4.9 years over the year was shorter
than last year’s 5.2 years.

Short-dated lending for terms less than 12 months
continues to be well supported by members. As

at 30 June 2024, there was NZ$597 million of
short-term loans outstanding to thirty-seven
members, a 9% increase over the prior year of
NZ$548 million to thirty-seven members.

Local Water Done Well
Programme and Ratepayer
Assistance Scheme

Central Government's Local Water Done Well
Programme will have a significant impact on
the local government sector. Over the year,
LGFA worked with Central Government and
our shareholders to help drive reforms and
develop options for financing council and Water
CCOs. Since the 30 June 2024 balance date,
the Minister of Local Government and LGFA
announced that LGFA will lend to Water CCOs
and will contemplate providing more financing
headroom to high growth councils.

In addition, LGFA continues to assist the local

government sector-led initiative for developing a
Ratepayer Assistance Scheme with the objective
of providing financial relief options to ratepayers.

New products and initiatives

We have seen pleasing growth in the amount of
sustainable lending over the past year.

Back to contents

We introduced the Climate Action Loan (CAL)
lending product to members in December

2022. A CAL provides a discounted loan margin
if a borrower has a greenhouse gas emission
reduction plan in place and is meeting its
reduction targets. Over the year we approved
four new members for CALs and undertook
NZ$2.22 billion of CAL loans, taking the CAL
loan total to NZ$2.74 billion across seven eligible
members at year end.

The GSS lending product, launched in October
2021, totalled NZ$572 million of loans to six
members as at 30 June 2024, a growth of NZ$83
million, with one new borrower over the year.

Over the year, the level of member standby
facilities increased by NZ$20 million to NZ$747
million at year end, which is just below our cap of
NZ$750 million.

Acknowledgements

Over the past year, LGFA has received numerous
awards and accolades from KangaNews,
INFINZ, Treasury Management International,
FinanceAsia and Environmental Finance. LGFA's
work and success cannot be achieved without
the support of the Minister of Local Government
and Minister of Finance, The Treasury,
Department of Internal Affairs, our Shareholders
Councll, fellow directors and our staff, all whose
efforts and support we acknowledge.

We want to acknowledge Anthony Quirk who
retired as an Independent Director at the
November 2023 AGM. Anthony served on the
LGFA Board for six years and made a valued
contribution to the success of LGFA during his
tenure.

We believe LGFA's future remains positive and
look forward to working with all stakeholders in
the year ahead.

@” Mhe =R

Craig Stobo Mark Butcher
Chair Chief Executive

Taituara LGFA Local Government Excellence Awards

Heretaunga Water Discovery Centre (entered as
Waiaroha) is a state-of-the-art water treatment
plant and discovery centre built in the centre

of Hastings. Waiaroha provides a hands-on
learning experience that builds understanding
that water is critical to survival and that the
three waters are an integrated whole.

It is the final major element in Hastings
District Council’s Drinking Water Strategy,
developed in the wake of the 2016 Havelock
North drinking water crisis to fulfil Council’s
commitment to residents that it would make
safe drinking water its number one priority.

Hastings District Council major projects
director Graeme Hansen said it was very
rewarding to have what was a large and
challenging project recognised. “This was first
and foremost a project focused on ensuring
our community had access to clean, safe,
resilient drinking water. What was achieved,
with the support of Ngati Kahungunu and

Government funding, is so much more. “It's
also an educational facility that brings the
treatment process out into the open to give
people a real insight into what goes into
providing safe drinking water, at the same
time sharing the knowledge and creativity
of Ngati Kahungunu through on-site art and
storytelling. Our thanks go to our project
partner Ngati Kahungunu, as well as our
staff team, consultants and contractors who
brought the project to life.”

The judges commented “Waiarohais a

world first meld of education, community
engagement, place-making, and state-of-the-
art water management in a single project. The
promotion of a mix of wellbeing outcomes,
innovative thinking, and recognising an
opportunity from what might have otherwise
been seen as a challenge all go to the very
purpose of local government and the values
that Taituara champions through these awards”.
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Performance highlights
Ko nga tino hua

Total assets
at 30 June 2024

$23,507

million

Shareholder funds
at 30 June 2024

$113

million

Back to contents

2018

2018

2019

2019

2020

2020

2021

2021

2022

2022

2023

million

2023

$23,507

million

2024

2024

Bonds issued over the Interest 0
financial year income A 5 9 /0
nzp $3,630 mitiion SIS
AUD $2,6 5 O million million
Lending to members Net operating 0
over the financial year profit A 3 01 /0
6,095 10.05 GEmar
y u 2022-23 year
gross lending, million million
Liquidity
As 30 June 2024 Borrower notes
Borrower
$473 million $1,000 million notes are
Cash Treasury stock for subordinated
repurchase debt
$1,397 million REETS
Marketable securities $1,500 million ol
o Government committed LGFA may
aé?so :‘i;gw" liquidity facility A
P redeemable
shares under
prescribed

Fully paid shares

$25

million

Retained earnings

$89

million

circumstances.

$492

million
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About us
Mo matou

Incorporated Enabled Council-controlled

on1December 2011 under by Local Government organisation

the Companies Act 1993 Borrowing Act 2011 under the Local
Government Act 2002

Ownership

20%

45

million ordinary
shares on
issue

31

shareholders

New Zealand
Government
and councils.

2 O million

of which remain uncalled

80%

30 Councils

4 Backto contents

New Zealand
Government

Share ownership
is restricted to

New Zealand Local Government Funding Agency
Ltd (LGFA) specialises in financing the New
Zealand local government sector, the primary
objective being to optimise the terms and
conditions of the debt funding it provides to
participating borrowers.

LGFA was established to raise debt on behalf of
councils on terms that are more favourable to
them than if they raised the debt themselves.
Since establishment, LGFA has expanded its

Credit rating
at 30 June 2024

Domestic Currency

AAA Stable outlook

Foreign Currency AA+
Stable outlook

Guarantee structure

All shareholder
councils are guarantors
as well as councils with
borrowings over $20
million.

guarantors.

The New Zealand Government is not a guarantor.

LGFA's securities
obligations are
guaranteed by council

product suite to include short-dated lending,
bespoke lending, standby facilities, sustainable
financing alternatives and lending to CCOs. LGFA
membership has grown to include 77

out of the 78 councils in New Zealand and has
provided 90% of NZD council borrowing in the
year to 30 June 2024.

Please refer to our website Igfa.co.nz for more
information on LGFA, including our Statement of
Intent and Quarterly Reports.

Domestic Currency

‘ “ ‘ Stable outlook

Foreign Currency AA+
Positive outlook

A council's obligations
under the guarantee
are secured against
rates revenue.

About us LGFA Annual Report 2024 6
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Bonds listed on NZX
Debt Market

Governance overview

The Shareholders’ Council

The Shareholders’ Council comprises ten appointees from shareholders.
The role of the Shareholders’ Council is to:

Review and report performance of LGFA and the Board;

Recommend to Shareholders as to the
of directors;

Recommend to Shareholders as to any changes to policles, or the Statement of Intent (SOI),
requiring their approval;

The Board

The Board comprises five independent directors and one non-
independent director. The Board is responsible for the strategic
direction and control of LGFA's activities. The Board guides and

and i monitors the business and affairs of LGFA, in accordance with the:

¢ LGFA Constitution;

* LGFA Shareholder Agreement;

* LGFA Annual Statement of Intent.

Issue of securities
to the public under
the Financial
Markets Conduct
Act and regulated by
Financial Markets
Authority

¢ Local Government Act 2002;

« Local Government Borrowing Act 2011;
« Companies Act1993;

Please refer to page 25.

Update Shareholders on LGFA matters and to coordinate Shareholders on governance decisions.
Please refer to page 28.

Supervised by
independent
trustee: Trustees
Executors

Our history

by financial year ended

Climate Action Loans
offered to members

S&P AAA credit
rating achieved

KangaNews NZ
Domestic Issuer of
the Year - 2012

Bespoke
lending
introduced

Bond lending
facility established
October 2016

Inaugural
syndication ($1b)

Toitd ZeroCarbon
certification

Inaugural Sustainable
Financing Bond issue
($1.1b)

INFINZ award
for Best Bond
issue of 2012

Implemented
Treasury
Management System
and transitioned
outsourced services
from NZDMO

KangaNews
New Zealand Issuer
of the Year 2022

Inaugural LGFA
Borrowers’ Forum

2012

2013 2014 2015 ¥10) () 2017 2018 2019 2020 2021 2022 2023 2024

KangaNews. A record five

10 year anniversary awards at 2023 Awards

Green, social and
sustainability lending
offered to members

Environmental Finance.
2024 Sustainability bond of
the year - supranational

LGFA Bonds listed on
NZX November 2015

KangaNews.
NZ Domestic Bond
Deal of the Year

Commenced LGFA
Bill issuance

Commenced lending
to Council-controlled
Organisations

Inaugural AUD bond issue

Inaugural ECP issue
Commenced

Commenced bond
issuance February 2012

Inaugural dividend
of $1.5m declared

short-term lending
to councils

Transitioned to Financial
Markets Conduct Act

First LGFA bond
not matched to
aNew Zealand
Government bond
maturity

Reserve Bank adds
LGFA bonds to its
Large Scale Asset

Purchase programme.

April 2020

Future Director
programme launched

Record $3.9 billion
bonds issued in year

Sustainable Loan Asset
Pool reached $3bn

INFINZ Excellence in
Treasury Award

About us LGFA Annual Report 2024
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LGFA bonds on issue
Ko nga putea taurewa
pumau kua tukuna e te LGFA

NZD bonds on issue
At 30 June 2024 : NZD 19,190 million

NZD milllion, face value
Includes NZD 1,000 million treasury stock (refer note 17, page 47,

2,819 2,855

Maturity Apr Apr Apr May Apr May May Apr May Apr
2025 2026 2027 2028 2029 2030 2031 2033 2035 2037

Coupon 2.75% 1.50% 4.50% 2.25% 1.50% 4.50% 2.25% 3.50% 3.00% 2.00%

NzZXCode LGFO70 LGF120 LGF060 LGF150 LGF110 LGF170 LGF140 LGFO80 LGF160 LGF130

H Vanillabond M Sustainable financing bond

A Backtocontents

LGFA issues NZD and AUD denominated bonds

For NZD issuance, LGFA typically issues a new
bond maturity via an initial syndication and then

through ongoing regular scheduled bond tenders.

Preferred bond tender sizes are between NZD
150 million to NZD 200 million with at least
three bond maturities offered at each tender.
Approved Issuer Levy is paid on behalf of
offshore holders.

Target issuance of NZD 1 billion minimum per
bond maturity over time with a cap of NZD 3
billion per NZD bond maturity.

AUD bonds on issue
At 30 June 2024 : AUD 2,650 million

AUD mlllion, face value

1,000
500

Maturity Sep Aug Nov Mar
2027 2028 2030 2034

Coupon 4.40% 4.70% 5.10% 5.00%

All LGFA NZD retail bonds are listed on the NZX.

LGFA undertakes AUD bond issuance to
diversify its sources of financing and broaden
our investor base.

For AUD issuance, LGFA typically issues a new
bond maturity via an initial syndication and then
increases the amount on issue via a further
syndication.

« Target issuance of AUD 1 billion per bond
maturity.

« AUD proceeds are swapped back into NZD to
remove foreign currency and interest rate risk.

Pool side at Wai o Rua, Stratford Aquatic Centre,
Stratford District Council

LGFA bonds on issue LGFA Annual Report 2024
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2023-24 NZD bond issuance 2023-24 AUD bond issuance
by maturity by maturity s
NZD million, face value AUD million, face value NZD 3’73 0 mllllon

AUD 2’6 50 million

LGFA is New Zealand’s:

» largestissuer of NZD bonds
(excluding New Zealand

Government)
* largestissuer of debt listed
Apr2025 Apr2026 Apr2027 May2028 Apr2029 May2030 May2031 Apr2033 May2035 Apr2037 Sep 2027 Aug 2028 Nov2030 Mar2034 o]} the NzZX
M Issued by tender: 1,580 M Issued by syndication: 2,150 M Issued by syndication: 2,650
. 1,400 .

2023-24 NZD bond issuance 2023-24 AUD bond issuance

by month by month

NZD million, face value AUD million, face value

AUD Sep 2027
4.40%

AUD Aug 2028
4.70%

AUD Nov 2030
5.10%

AUD Mar 2034
5.00%

Jul 2023 Aug 2023 Sep 2023 Oct2023 Nov 2023 Dec 2023 Jan 2024 Feb 2024 Mar 2024 Apr 2024 May 2024 Aug 2023 Nov 2023 Mar2024
Tender  Tender Synd Tender Tender Tender  Tender Tender Synd Synd Synd Synd
4 Backto contents LGFA bonds on issue LGFA Annual Report 2024 9
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LGFA bonds outstanding at 30 June by year

2012

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

B NZD million, face value B AUD million, face value

RN gy o

o

holders by investér groupas at 30 June2

0,

w»

36.9%

Offshore

airio Wetlands,

4 " Backto contents

Largest issuers of NZD bonds by outstandings

excluding the New Zealand Government, as at 30 June 2024 (NZD million)

LGFA

World Bank

Housing New Zealand Limited
Asian Development Bank
Westpac Bank Group

Bank of New Zealand/NAB
International Finance Corp
ASB Bank/CBA Group
Kiwbank

Inter-American Development Bank

30.2%

Domestic banks

65.7%

New Zealand Europe, Middle East, Asia

Domestic institutional

19,190

LGFA estimate, based on aggregation of Bloomberg sourced data.

52% 5.0%
Domestic RBNZ -
retail 3

4%
US and
Canada

LGFA bonds on issue LGFA Annual Report 2024 10
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LGFA members
Ko nga LGFA e noho
mema ana

Loans to Auckland
Council are limited
to a maximum of

40%

of total loans

99%

of total loans
are to guarantor
councils

AMOUNT % OF TOTAL
BORROWED BORROWINGS

TOP 10 MEMBER BORROWERS

NZD MILLION
Auckland Council 3,665 17.8%
Christchurch City Council 2,512 12.2%
Wellington City Council 1,596 7.8%
Tauranga City Council 1,051 5.1%
Hamilton City Council 951 4.6%
Greater Wellington Regional Council 941 4.6%
Queenstown Lakes District Council 651 3.2%
Hutt City Council 516 2.5%
Rotorua District Council 451 2.2%
Hastings District Council 397 1.9%
12,721 61.9%

4 Backto contents

As at 30 June 2024

LGFA operates with the primary objective to optimise the terms and
conditions of the debt funding it provides to participating borrowers.

Among other things this includes:

Providing savings in annual interest costs

Offering short and long term borrowings with
flexible lending terms

Enhancing the certainty of debt markets

Being the funder of choice for New Zealand
councils.

To become a LGFA member, a council or CCO
is required to complete a formal application.
Following an application for membership,
LGFA management completes a review of
the prospective member’s financial position

72

member councils
were guarantors

30

member councils
are shareholders

Over the 12 months to 30 June 2024

$6,095

million of long term loans

At 30 June 2024

$597

million of short term loans

were issued to

74

members

across

486

were outstanding to

36

members

individual term loans

Member councils are
required to comply
with LGFA financial
covenants at all times

and its ability to comply with LGFA's financial
covenants, which is considered by the Board
who approve all council memberships. All
member councils are required to complete a
compliance certificate each year which certifies
that the council has complied with LGFA's
financial covenants. In addition, LGFA monitors
all members’ annual reports, annual plans and
long term plans on an ongoing basis to ensure
that the financial forecasts are consistent with
the LGFA financial covenants.

Participating councils and Council-controlled
organisations are collectively referred to as
LGFA members.

5

member
CCOs

with an average term of

4.87

years

90%

LGFA’s estimated market share
of local government debt

LGFA members LGFA Annual Report 2024 11
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AGENDA

10 TE WHAKAU | NGA AMIKI | CONFIRMATION OF MINUTES

10.1 CONFIRMATION OF MINUTES
Author: Jessica Mackman, Senior Advisor Governance
Authoriser: Kris Pervan, Group Manager Strategy & Growth

TAUNAKITANGA | RECOMMENDATIONS

That the minutes of the Strategy, Operations and Finance Committee meeting of 24
October 2024 be accepted as a true and correct record.

NGA APITIHANGA | ATTACHMENTS
1. Minutes of Strategy, Operations and Finance Committee Meeting of 24 October 2024 [

Item 10.1 Page 82
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11 PURONGO KAORE E WATEA KI TE MAREA | PUBLIC EXCLUDED REPORTS

RESOLUTION TO EXCLUDE THE PUBLIC

PUBLIC EXCLUDED RESOLUTION

That, pursuant to Section 48 of the Local Government Official Information and Meetings Act 1987,
the public now be excluded from the meeting for the reasons given below, while the following

matters are considered.

The general subject matter of each matter to be considered while the public is excluded, the
reason for passing this resolution in relation to each matter, and the specific grounds under
section 48(1) of the Local Government Official Information and Meetings Act 1987 for the passing

of this resolution are as follows:

General subject of each
matter to be considered

Reason for passing this
resolution in relation to
each matter

Ground(s) under section
48 for the passing of this
resolution

11.1 - 2024 Community and
Affordable Housing Seed
Fund - Additional Funding
Request and Summary of
Successful Applicants

Section 7(2)(b)(ii) - the
withholding of the information
is necessary to protect
information where the making
available of the information
would be likely unreasonably
to prejudice the commercial
position of the person who
supplied or who is the subject
of the information

Section 48(1)(a)(i) - the
public conduct of the
relevant part of the
proceedings of the meeting
would be likely to result in
the disclosure of information
for which good reason for
withholding would exist
under section 6 or section 7

Page 86
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AGENDA

12 KARAKIA WHAKAMUTUNGA | CLOSING KARAKIA

Kia tau nga manaakitanga ki runga i a

tatou katoa,

Kia hua ai te makihikihi, e kT ana

Kia toi te kupu

Kia toi te reo

Kia toi te wairua

Kia tau te mauri

Ki roto i a matou mahi katoa i ténei ra

Haumi e! Hui e! Taiki e!

May blessings be upon us all,

And our business be successful.

So that our words endure,

And our language endures,

May the spirit be strong,

May mauri be settled and in balance,
Among the activities we will do today

Join, gather, and unite! Forward together!
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