Attachment 5: SUMMARY REVIEW DRAFT SOI - NEW ZEALAND LOCAL GOVERNMENT
FUNDING AGENCY [NZLGFA]

Key Activities set out in the draft SOl 2018 -21
Objectives of NZLGFA
Principal Objectives

In accordance with the Local Government Act 2002, in carrying on its business, the principal
objectives of LGFA will be to:

e Achieve the objectives and performance targets of the shareholders in LGFA (both
commercial and non-commercial) as specified in this SOI;

e Be a good employer;

e 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

e Conduct its affairs in accordance with sound business practice.

Primary Objectives

LGFA will operate with the primary objective of optimising the debt funding terms and conditions for
Participating Local Authorities. Among other things this includes:

e Providing savings in annual interest costs for all Participating Local Authorities on a relative
basis to other sources of financing;

e Making longer-term borrowings available to Participating Local Authorities;

e Enhancing the certainty of access to debt markets for Participating Local Authorities, subject
always to operating in accordance with sound business practice; and

o Offering more flexible lending terms to Participating Local Authorities.

LGFA will monitor the quality of the asset book so that it remains of a high standard by ensuring it
understands each Participating Local Authority’s financial position and the general issues confronting
the Local Government sector. This includes:

o LGFA will review each Participating Local Authority’s financial position, its financial headroom
under LGFA policies and endeavour to visit each Participating Local Authority on an annual
basis;

e LGFA will analyse finances at the Council group level where appropriate;

o LGFA will review its debt covenant methodology and assessment of council financial position
at group vs parent. LGFA will present its findings to councils at the LGFA Shareholder-
Borrower Day, including a comparison of LGFA methodology to that of the credit rating
agencies;

e LGFA will work closely with the Department of Internal Affairs (DIA), Office of the Auditor
General (OAG) and Local Government New Zealand (LGNZ) on sector and individual council
issues; and

o LGFA will take a proactive role to enhance the financial strength and depth of the local
government debt market.

Nature and Scope of Current Activities

LGFA will raise debt funding either domestically and/or offshore in either NZ dollars or foreign
currency and provide debt funding to New Zealand local authorities, and may undertake any other
activities considered by the Board of LGFA to be reasonably related or incidentally to, or in connection
with, that business.



The LGFA will only lend to local authorities that enter into all the relevant arrangements with it
(Participating Local Authorities) and comply with the LGFA’s lending policies.

In lending to Participating Local Authorities, LGFA will:

e Operate in a manner to ensure LGFA is successful and sustainable in the long-term;

¢ Educate and inform Participating Local Authorities on matters within the scope of LGFA’s
operations;

e Provide excellent service to Participating Local Authorities;

e Ensure excellent communication exists and be professional in its dealings with all its
stakeholders; and

e Ensure its products and services are delivered in a cost-effective manner.

Suggested shareholder feedback on the draft SOI

Council Feedback

Nature and Scope Council is satisfied

Performance Measurement Council is satisfied

Disclosures — Council is satisfied

Concerns Sch 8 Clause 9 LG Act 2002

Timeliness of forwarding draft Council is satisfied - Receipted 22 February
2018

Recommendations
Council is satisfied with the content of the SOI and no feedback on its content is required.



