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1 Statement of accounting policies 

a. Reporting entity 

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

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

The primary objective of LGF A is to optimise the 
debt funding terms and conditions for participating 
local authorities. 

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

The financial statements are as at and for the year 
ended 30 June 2018. 

These financial statements were authorised for issue 
by the Directors on 28 August 2018. 

b. Statement of compliance 

LGF A 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 . 
LGF A's bonds are quoted on the NZX Debt Market. 

LGF A 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). 

c. 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. 
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Functional and presentation currency 

The financial statements are presented in New 
Zealand dollars rounded to the nearest thousand, 
unless separately identified. The functional currency 
ofLGFA 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 been no changes in accounting policies. 

Early adoption standards and interpretations 

NZ IFRS 9: Financial Instruments. The first two 
phases of this new standard were approved by the 
Accounting Standards Review Board in November 
2009 and November 2010. These phases address the 
issues of classification and measurement of financial 
assets and financial liabilities. 

Standards not yet adopted 

LGF A does not consider any standards or 
interpretations in issue but not yet effective to have 
a significant impact on its financial statements. 
Those which may be relevant to LGF A are as 
follows: 

NZ IFRS 9: Financial Instruments (2014). Effective 
for LGFA for the financial year commencing 1 July 
2018. This standard aligns hedge accounting more 
closely with the risk management activities of the 
entity and introduces a new expected credit loss 
model for calculating impairment. The current 
estimated impact of transitioning to NZ IFRS 9 at 1 
July 2018 on the financial statements is a reduction 
in net assets not exceeding $100,000, primarily due 
to the introduction of impairment allowances. 

d. 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; 
cash in transit, bank accounts and deposits with an 
original maturity of no more than three months. 

Purchases and sales of all financial assets are 
accounted for at trade date. 
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At each balance date an assessment is made 
whether a financial asset or group of financial 
assets is impaired. A financial asset or a group of 
financial assets is impaired when objective evidence 
demonstrates that a loss event has occurred after the 
initial recognition of the asset(s) , and that the loss 
event has an impact on the future cash flows of the 
asset(s) that can be estimated reliably. 

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. 

e. Other assets 

Property, plant and equipment (PPE) 

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. 
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f. 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. 

g. Revenue and expenses 

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. 

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 . 
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139

Commitments and contingencies are disclosed 
exclusive of GST. 

h. Lease payments 

Payments made under operating leases are 
recognised in profit or loss on a straight-line basis 
over the term of the lease. Lease incentives received 
are recognised as an integral part of the total lease 
expense, over the term of the lease. 

i. Segment reporting 

LGF A operates in one segment being funding 
of participating local authorities in New Zealand. 

j. Judgements and estimations 

The preparation of these financial statements 
requires judgements, estimates and assumptions 
that affect the application of policies and reported 
amounts of assets and liabilities, and income and 
expenses. For example, the present value of large 
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cash flows that are predicted to occur a long time 
into the future depends critically on judgements 
regarding future cash flows, including inflation 
assumptions and the risk-free discount rate used to 
calculate present values. Refer note 2b for fair value 
determination for financial instruments. 

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. 

The estimates and underlying assumptions are 
reviewed on an ongoing basis. Revisions to 
accounting estimates are recognised in the period in 
which the estimate is revised, if the revision affects 
only that period, or in the period of the revision and 
future periods if the revision affects both current and 
future periods. Where these judgements significantly 
affect the amounts recognised in the financial 
statements they are described below and in the 
following notes. 

2 Analysis of financial assets and financial liabilities 

a. Categories of financial instruments 

Derivative financial instruments are the only 
instrument recognised in the statement of financial 
position at fair value. 

Derivative financial instruments are valued under 
level 2 of the following hierarchy. 

• Level 1 - Quoted market prices: Fair value based 
on quoted prices in active markets for identical 
assets or liabilities. 

• Level 2- Valuation techniques using observable 
market inputs: Fair value based on a valuation 
technique using other than quoted prices included 
within Level 1 that are observable for the asset 
or liability, either directly (as prices) or indirectly 
(derived from prices). 

• Level 3- Valuation techniques using significant 
non-observable market inputs: Fair value based on 
a valuation technique using inputs for the asset or 
liability that are not based on observable market 
data (unobservable inputs) . 

The fair value of derivative financial instruments is 
determined using a discounted cash flow analysis. 
Interest rates represent the most significant 
assumption used in valuing derivative financial 
instruments. The interest rates used to discount 
estimated cash flows are based on the New Zealand 
dollar swap curves at the reporting date . 
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Financial instruments recognised in the statement 
of financial position at amortised cost 

Fair values of financial instruments not recognised 
in the statement of financial position at fair value 
are determined for note disclosure as follows: 

Cash and bank, trade and other receivables, trade 
and other payables 

The carrying value of cash and bank, trade and other 
receivables, trade and other payables approximate 
their fair value as they are short-term instruments. 

Marketable securities and bonds 

The fair value of bonds and marketable securities are 
determined using the quoted price for the instrument 
(Fair value hierarchy level 1). 

Deposits 

The fair value for deposits is determined using a 
discounted cash flow analysis. The interest rates 
used to discount the estimated cash flows are based 
on current market interest rates (Fair value hierarchy 
level2). 

Loans to local government 

The fair value of loans to local government 
authorities is determined using a discounted cash 
flow analysis. The interest rates used to discount 
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the estimated cash flows are based on LGF A bond 
yields at the reporting date plus an appropriate 
credit spread to reflect the counterparty's credit risk 
(Fair value hierarchy level 2) . 

on LGF A bond yields at the reporting date (Fair 
value hierarchy level 2). 

Fair value of financial assets and financial liabilities 

Borrower notes 

The fair value of borrower notes is determined using 
a discounted cash flow analysis. The interest rates 
used to discount the estimated cash flows are based 

The fair value of financial assets and financial 
liabilities, together with the carrying amounts shown 
in the statement of financial position, are as follows: 

As at 30 June 2018 
in $000s 

Financial assets 

Cash and bank balances 

Trade and other receivables 

Loans to local government 

Marketable securities 

Deposits 

Derivatives 

Financial liabilities 

Trade and other payables 

Bills 

Bonds 

Borrower notes 

Bond repurchases 

Derivatives 

Financial 
liabilities at 

amortised 
cost 

444 

473,421 

8,101,004 

135,108 

6,183 

8,716,160 

Financial Financial Fair value 
assets at assets 

amortised measured at 
cost fair value in 

accordance 
with NZ !FRS 

9 

50,281 50,281 

7,975,728 8,224,666 

231,420 225,570 

201,114 202,061 

375,371 375,371 

8,458,543 375,371 9,077,949 

444 

473,467 

8,172,546 

134,956 

6,183 

54 ,286 54,286 

54,286 8,841,882 
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As at 30 June 2017 Financial Financial Financial Fair value 
in $000s liabilities at assets at assets 

amortised amortised measured at 

Financial assets 

Cash and bank balances 

Trade and other receivables 

Receivable unsettled bond repurchases 

Loans to local government 

Marketable securities 

Deposits 

Derivatives 

Financial liabilities 

cost cost 

49,919 

13,723 

7,783,932 

127,641 

149,949 

8,125,164 

fair value in 
accordance 

with NZ IFRS 
9 

364,953 

364,953 

49,919 

13,726 

8,031,625 

127,818 

150,559 

364,953 

8,738,600 

Trade and other payables 

Bills 

Bonds 

Borrower notes 

Bond repurchases 

453 

348,179 

7,865,708 

131,614 

25,682 

453 

348,296 

7,958,723 

131,109 

25 ,682 

Derivatives 65,660 65,660 

8,371,636 65,660 8,529,923 

b. Financial risk management 

The Board of Directors has overall responsibility for 
carrying out the business of LGF A in accordance with 
risk management policies, including those relating to 
investing, lending, borrowing and treasury activities. 
The use of financial instruments exposes LGF A to 
financial risks, the most significant being market 
risk, credit risk, and liquidity risk. The exposure and 
management of these risks is outlined below. 

Market risk 

Market risk is the risk that changes in market prices 
will affect LGF A's income or value of financial 
instruments. The most significant market risk which 
LGFA is exposed to is interest rate risk. LGFA has 
no significant exposure to foreign exchange risk. 
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Interest rate risk 

Interest rate risk is the risk that future cash flows or 
the fair value of financial instruments will decrease 
because of a change in market interest rates. LGF A 
is exposed to interest rate risk through its interest
bearing financial assets and liabilities. 

Interest rate risk is managed using Value at Risk 
(VaR) and Partial Differential Hedge (PDH) limits to 
mitigate the potential change in value of the balance 
sheet due to changes in interest rates. PDH risk 
measures the sensitivity of a portfolio to a one basis 
point change in underlying interest rates, whereas 
VaR measures the expected loss for a given period 
with a given confidence. 
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The table below indicates the earliest period in which interest-bearing financial instruments reprice. 

As at 30 June 2018 Face Less than 6 months 1-2 Years 2-5 Years Over 5 
in $000s value 6 Months - 1 Year Years 

I 

Financial assets 

Cash and bank balances 50,28 1 50,28 1 

Loans to local government 7,927,441 6,709,699 300,500 12,500 568,000 336,742 

Marketable securities 226, 593 152,196 26,897 27,500 20,000 

Deposits 199,000 130,000 69,000 

Financial liabilities 

Bills (475 ,000) (475 ,000) 

Bonds (7,719,000) - ( 1 ,240,000) (980,000) (3,119,000) (2 ,380,000) 

Borrower notes {123 ,062) (103,690) (4,696) (200) {9,088) (5 ,388) 

Bond repurchases 

Derivatives - (6 ,454,200) 936,200 938,750 2,516,250 2,063,000 

Total 86,253 9,286 87,901 (1,450) (23,838) 14,354 

Asat30June2017 Face Lessthan 6months 1-2Years 2-5Years OverS 
in $000s value 6 Months - 1 Year Years 

Financial assets 

Cash and bank balances 49,919 49,919 

Loans to local government 13,723 13,723 

Receivable unsettled bond repurchases 7,735,564 6,670,326 6,538 290,500 426,200 342,000 

Marketable securities 126,302 103,747 7,555 15,000 

Deposits 148,000 138,000 10,000 

Financial liabilities 

Bills (350,000) {325 ,000) (25,000) 

Bonds (7,505,000) (1 ,015,000) - (1 ,200,000) (2, 105,000) (3 , 185,000) 

Borrower notes (120, 198) {103,179) {80) {4,648) {6,819) (5,472) 

Bond repurchases (25,682) (25,682) 

Derivatives - (5 ,418,200) 909,200 1,666,250 2,842,750 

Total 72,628 88,654 (987) 10,052 ( 19,369) (5 , 722) 
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Interest rate sensitivity 

Changes in interest rates impact the fair value of 
fixed rate assets and liabilities, cash flows on floating 
rate assets and liabilities, and the fair value and cash 
flows of interest rate swaps. A change of 100 basis 
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points in interest rates at the reporting date would 
have increased/(decreased) profit or loss and equity 
by the amounts shown in the following table. This 
analysis assumes that all other variables remain 
constant. 

For the year ended 30 June 2018 2017 

in $000s 100 bps 100 bps 100 bps 100 bps 
increase decrease increase decrease 

$000s $000s $000s $000s 

Fair value sensitivity analysis 

Fixed rate assets 

Fixed rate liabilities 

Derivative financial instruments 

276,613 

{276,613) 

Cash flow sensitivity analysis 

Variable rate assets 64,806 

Variable rate liabilities {1,037) 

Derivative financial instruments (66,432) 

Credit risk 

Credit risk is the risk of financial loss if a 
counterparty to a financial instrument fails to 
meet its contractual obligations. LGFA is exposed 
to credit risk through its lending and investing 
activities. 

(2,663) 

Credit risk associated with lending activities is 
managed by requiring local authorities that borrow 
from LGF A to meet specific credit lending criteria 
and to provide security against the borrowing. 
The LGF A's credit risk framework restricts credit 
exposures to specific counterparties. 
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(281,357) 

281 ,357 

(64,806) 

1,037 

66,432 

2,663 

272,084 

(272,084) 

62 ,982 

(1,008) 

{63,867) 

(1,893) 

{277,500) 

277,500 

{62,982) 

1,008 

63,867 

1,893 

Credit risk associated with investing activities, 
excluding on-lending, is managed by only investing 
with New Zealand Government Agencies or 
counterparties that meet a minimum credit rating of 
A (Standard & Poor's equivalent). The LGFA's credit 
risk framework limits concentrations of credit risk 
for any single counterparty. 
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Exposure to credit risk 

LGFA monitors the concentration of credit risk by 
the type of counterparty. The carrying value and 
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maximum exposure to credit risk at the reporting 
date, before taking account of collateral or other 
credit enhancements, for significant counterparty 
types are shown in the table below. 

As at 30 June 2018 NZ NZ NZ Other Total 
in $000s government local registered counter- carrying 

agencies authorities banks parties value 
' 

Financial assets 

Cash and bank balances 49,773 508 50,2 81 

Trade and other receivables 

Loans to local government 7,975,728 7,975,728 

Marketable securities 60,988 43,807 109,544 17,081 231,420 

Deposits 201,114 201,114 

Derivatives 321 ,085 321,085 

431,846 8,019,535 311,166 17,081 8,779,628 

As at 30 June 2017 NZ NZ NZ Other Total 
in $000s government local registered counter- carrying 

agencies authorities banks parties value 

Financial assets 

Cash and bank balances 49,385 

Trade and other receivables 

Receivable unsettled bond repurchases 

Loans to local government 

Marketable securities 31,180 

Deposits 

Derivatives 364,953 

445,518 

Collateral and credit enhancements 

LGFA holds collateral against borrowings from local 
authorities in the form of debenture securities and 
guarantees. 

Credit quality of financial assets 

All financial assets are neither past due or impaired. 
The carrying value of the financial assets is expected 
to be recoverable. 

534 49,919 

13,723 

7,783,932 7,783,932 

16,937 34,845 44,679 127,641 

149,949 149,949 

364,953 

7,800,869 199,051 44,679 8,476,394 

Liquidity risk 

Liquidity risk is the risk that LGFA will encounter 
difficulty in meeting the obligations of its financial 
liabilities. LGF A manages liquidity risk by holding 
cash and a portfolio of liquid assets to meet 
obligations when they fall due. LGF A is required by 
policy to maintain sufficient liquidity (comprising a 
committed liquidity facility and holdings of cash and 
liquid investments) to meet all operating and funding 
commitments over a rolling 12-month period. 
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The New Zealand Debt Management Office 
(NZDMO) provides a committed liquidity facility 
that LGFA can draw upon to meet any exceptional 
and temporary liquidity shortfall. As at 30 June 
20 18, the undrawn committed liquidity facility was 
$600 million (20 17: $500 million) . 
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Contractual cash flows of financial instruments 

The contractual cash flows associated with financial 
assets and liabilities are shown in the table below. 

As at 30 June 2018 On Up to 3 3 months 1 year to More than Total Total 
in $000s demand months to 1 year 5 years 5 years contractual carrying 

cash flows value 

Financial assets 

Cash and bank balances 50,281 50,281 50,281 

Trade and other receivables 

Loans to local government 236,487 1,460,213 4,447,506 2,859,147 9,003 ,353 7,975,728 

Marketable securities 114,836 59,305 61 ,268 235,409 231 ,420 

Deposits 50,880 152,905 203 ,786 201 ,114 

Financial liabilities 

Trade and other payables (444) (444) (444) 

Bills - (375,000) (100,000) - (475 ,000) (473,421) 

Bonds (31 ,000) ( 1,558,213) ( 4,981 ,825) (2 ,747,625) (9,318,663) (7,878, 765) 

Bond repurchases (6 ,184) (6,184) (6 ,184) 

Borrower notes (23,639) (74,147) (52,889) (150,675) (135,108) 

Derivatives (15,961) 152,202 333 ,394 106,640 576,275 321 ,085 

49,837 (25,942) 142,774 (213,803) 165,273 118,138 285,707 
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As at 30 June 2017 On Up to 3 3 months 1 year to More than Total Total 
in $000s demand months to 1 year 5 years 5 years contractual carrying 

cash flows value 

Financial assets 

Cash and bank balances 49,919 49,919 49,919 

Trade and other receivables 

Receivable unsettled bond 13,723 13,723 13,723 
repurchases 

Loans to local government 211,716 1,135,725 4,077,315 3,388,036 8,812,791 7,783,932 

Marketable securities 58,808 54,569 15,750 129,126 127,641 

Deposits 34,762 116,848 151 ,611 149,949 

Financial liabilities 

Trade and other payables (453) (453) (453) 

Bills - (200,000) (150,000) - (350,000) (348,179) 

Bonds (30,000) (1,322,225) (4,225,800) (3 ,612,475) (9, 190,500) (7,865, 708) 

Bond repurchases (25,684) 

Borrower notes 

Derivatives (14,673) 

49,466 48,652 

c. Hedge accounting 

LGF A is exposed to interest rate risk from fixed rate 
borrowing and variable rate lending to councils. 
LGF A uses interest rate swaps to manage this 
interest rate risk. For hedge accounting purposes, 
LGF A has designated these swaps in fair value 
relationships to its fixed rate borrowing. 

(25,684) (25,684) 

(17,192) (66,814) (62,910) (146,916) (131 ,614) 

149,931 368,393 151,532 655,184 299,600 

(32,343) 168,844 (135,817) 98,802 53,126 

The gain or loss on the hedging instrument and 
the hedged item attributable to the hedged risk for 
fair value hedge relationships is shown in the table 
below. 

Asat30June 2018 2017 
in $000s Gain/(loss) Gain/(loss) 

Hedging instruments -interest rate swaps 

Hedged items attributable to the hedged risk 
- fixed rate bonds 

Hedged items attributable to the hedged risk 
- fixed rate bonds 

58,487 

(58,487) 

(174,572) 

174,572 
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The gains or losses on the hedging instrument 
(interest rate swaps) and the hedged item (bonds) 
are mapped to the same fair value account. For this 
reason, the statement of comprehensive income will 
only report any ineffectiveness arising from the fair 
value hedge. 
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d. Offsetting 

NZ lAS 32: Financial Instruments Presentation 
allows financial assets and liabilities to be offset 
only when there is a current legally enforceable 
right to set off the amounts and there is an intention 
either to settle on a net basis, or to realise the asset 
and settle the liability simultaneously. LGF A does 
not offset any amounts. The following table shows 
amounts subject to an enforceable master netting 
arrangement or similar agreement that are not offset 
in the statement of financial position: 

As at 30 June 2018 Derivative assets Derivative liabilities 
in $000s 

Gross amounts 375,371 54,286 

Amounts offset 

Carrying amounts 375,371 54,286 

Amounts that don't qualify for offsetting 

Financial assets and liabilities (54,286) (54,286) 

Collateral 

Net Amount 321,085 

As at 30 June 2017 Derivative assets Derivative liabilities 
in $000s 

Gross amounts 364,953 65,660 

Amounts offset 

Carrying amounts 364,953 65,660 

Amounts that don't qualify for offsetting 

Financial assets and liabilities (65 ,660) (65,660) 

Collateral 

Net Amount 299,293 
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3 Issuance and on-lending expenses 
Issuance and on-lending expenses are those costs that are incurred as a necessary expense to facilitate the 
ongoing issuance of LGF A debt securities. 

For the year ended 30 June 2018 2017 
in $000s 

NZDMO facility fee 706 442 

NZX 333 412 

Rating agency fees 577 547 

Legal fees for issuance 233 169 

Regulatory, registry, other fees 106 37 

Trustee fees 100 100 

Approved issuer levy! 1,975 1,795 

Information Services 154 138 

4,182 3,640 

1. The amount of Approved Issuer Levy is a function of the number of the offshore holders of LGF A bonds. 

4 Operating expenses 
Operating expenses are all other expenses that are not classified as 'Issuance and on-lending expenses.' 

For the year ended 30 June 2018 20 17 
in $000s 

Consultants1 

Directors fees 

Insurance 

Legal fees 

Other expenses 

Auditors' remuneration 

Statutory audit 

Advisory services 

Personnel 

Recruitment 

188 

377 

60 

88 

743 

87 

1,418 

20 

2,981 

51 

348 

60 

37 

875 

81 

4 

1,372 

2,828 

1. Consultants includes $119 for Treasury Systems Consultant (2017: $132). Previously, this cost was reported 
within Other expenses (with associated treasury systems costs) . 
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5 Loans to local government 

Asat30June 2018 2017 
in $000s Short-term Loans Short-term Loans 

loans loans 

Ashburton District Council 5,015 25,603 10,018 25,707 

Auckland Council 2,101 ,357 2,429,887 

Buller District Council 20,014 20,001 

Canterbury Regional Council 30,103 25,083 

Central Hawkes Bay District Council 2,027 

Christchurch City Council 85,273 1,573,566 96,280 1,485,304 

Far North District Council 40,130 30,121 

Gisbome District Council 37,275 27,085 

Gore District Council 6,014 11,064 6,023 11,034 

Greater Wellington Regional Council 306,302 280,702 

Grey District Council 20,446 20,551 

Hamilton City Council 366,483 351,028 

Hastings District Council 1,957 75 ,280 60,211 

Hauraki District Council 38,156 41,139 

Horizons Regional Council 20,035 10,013 

Horowhenua District Council 6,008 72,868 12,013 63,923 

Hurunui District Council 23,098 23,085 

Hutt City Council 4,996 152,802 97,727 

Kaipara District Council 4,925 40,174 8,925 43,172 

Kapiti Coast District Council 205,754 210,623 

Manawatu District Council 61,180 58,094 

Marlborough District Council 17,297 63 ,237 19,851 63,207 

Masterton District Council 52,234 2,006 52,209 

Matamata -Piako District Council 27,599 29,581 

Nelson City Council 60,239 55,201 

New Plymouth District Council 74,324 61,167 

Northland Regional Council 8,634 

Opotiki District Council 5,163 5,180 

Otorohanga District Council 6,120 9,178 

Palmerston North City Council 10,028 82,317 10,025 77,255 

Porirua City Council 61 ,754 28,608 

Queenstown Lakes District Council 10 ,096 75,954 7,070 86,177 

Rotorua District Council 150,266 1,001 114,976 

Selwyn District Council 15,021 35,050 
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5 Loans to local government (cant) 

Asat30June 2018 2017 
in $000s Short-term Loans Short-term Loans 

loans loans 

South Taranaki District Council 62 ,278 62,267 

South W airarapa District Council 17,629 4,034 13,586 

Stratford District Council 4,513 

Tararua District Council 2,011 15 ,064 1,004 10,033 

Tasman District Council 10,007 109,006 90,273 

Taupo District Council 125,430 125,417 

Tauranga City Council 362,3 08 347,207 

Thames-Coromandel District Council 45,175 35,061 

Timaru District Council 12,524 67,3 31 10,047 67,347 

Upper Hutt City Council 4,976 31 ,638 2,997 31 ,628 

W aikato District Council 80,382 80,265 

W aimakariri District Council 20,024 105,818 10,010 85,797 

W aipa District Council 13,016 13,015 

W aitomo District Council 10,066 25,086 5,022 25,027 

Wellington City Council 395 ,384 294,047 

Western Bay Of Plenty District Council 105,426 105,386 

Westland District Council 2,998 14,361 

Whakatane District Council 6,011 48,220 6,021 34,129 

Whanganui District Council 5,005 73 ,367 66,327 

Whangarei District Council 9,971 132,516 9,972 142,522 

235,202 7,740,526 222,318 7,561,614 
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6 Bills on issue 

As at 30 June 2018 in $000s 

Maturity date Face value Unamortised Accrued Total 
premium interest 

11 July 2018 50,000 (27) 49,973 

27 July 2018 25,000 (36) 24,964 

2 August 2018 125,000 (210) 124,790 

6 August 2018 25,000 (47) 24,953 

15 August 2018 50,000 (121) 49,879 

23 August 2018 25 ,000 (72) 24,928 

12 September 2018 50,000 (199) 49,801 

26 September 2018 25,000 (121) 24,879 

10 October 2018 25,000 (146) 24,854 

31 October 2018 25,000 (177) 24,823 

14 November 2018 25,000 (192) 24,808 

12 December 2018 25,000 (232) 24,768 

475,000 (1,579) 473,421 

As at 30 June 2017 in $000s 

Maturity date Face value Unamortised Accrued Total 
premium interest 

12-Jul-17 50,000 (30) 49,970 

4-Aug-17 25,000 (46) 24,954 

16-Aug-17 50,000 (129) 49,871 

13-Sep-17 50,000 (204) 49,796 

26-Sep-17 25,000 (126) 24,874 

11-0ct-17 25,000 (143) 24,857 

26-0ct-17 25,000 (172) 24,828 

15-Nov-17 25,000 (194) 24,806 

27-Nov-17 25,000 (223) 24,777 

13-Dec-17 25 ,000 (232) 24,768 

26-Jan-18 25,000 (322) 24,678 

350,000 (1,821) 348,179 
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7 Bonds on issue 
Bonds on issue do not include $400 million face value of issued LGF A bonds subscribed by LGF A and held 
as treasury stock. Refer Note 9: Treasury stock and bond repurchase transactions. 

As at 30 June 2018 in $000s 

Maturity date Face value Unamortised Accrued Fair value Total 
premium interest hedge 

adjustment 

15 March 2019 5% coupon 1,240,000 8,990 18,196 

15 April2020 3% coupon 980,000 (5 ,904) 6, 185 

15 May 2021 6% coupon 1,420,000 57,960 10,882 

14 April 2022 2.75% coupon 270,000 (223) 1,582 

15 April 2023 5.5% coupon 1,429,000 67,183 16,535 

15 April 2025 2.75% coupon 969,000 (44,090) 5,606 

15 April2027 4.5% coupon 1,056,000 35,890 9,997 

14 April 2033 3.5% coupon 355 ,000 {31,672) 2,648 

7,719,000 88,134 71,631 222,239 8,101 ,004 

As at 30 June 2017 in $000s 

Maturity date Face value Unamortised Accrued Fair value Total 
premium interest hedge 

adjustment 

15 December 2017 6% coupon 1,015,000 7,762 2,662 

15 March 2019 5% coupon 1,200,000 19,488 17,609 

15 April 2020 3% coupon 755,000 {12,47 1} 4,765 

15 May 2021 6% coupon 1,350,000 68,236 10,345 

15 April 2023 5.5% coupon 1,350,000 69,813 15,62 1 

15 April 2025 2. 75% coupon 660,000 (3 4,201) 3,818 

15 April2027 4.5% coupon 960,000 33,450 9,089 

14 April 2033 3.5% coupon 215 ,000 (20,650) 1,604 

Total 7,505,000 131,427 65,513 163,460 7,865,401 
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8 Borrower notes 
Borrower notes are subordinated debt instruments 
which are required to be held by each local authority 
that borrows from LGFA in an amount equal to 1.6% 
of the aggregate borrowings by that local authority. 

LGF A may convert borrower notes into redeemable 
shares if it has made calls for all unpaid capital to be 
paid in full and the LGF A Board determines it is still 
at risk of imminent default. 

9 Treasury stock and bond 
repurchase transactions 

Periodically, LGFA subscribes for LGFA bonds as 
part of its tender process and holds these bonds 
as treasury stock. LGF A bonds held by LGF A as 
treasury stock are derecognised at the time of issue 
and no liability is recognised in the statement of 
financial position. 

ATIACHMENT A 

As at 30 June 2018, treasury stock had been issued 
in the following maturities (in $000s): 

2018 2017 

15 March 2019 50,000 50,000 

15 April 2020 50,000 50,000 

15 May 2021 50,000 50,000 

15 April 2022 50,000 

15 April2023 50,000 50,000 

15 April2025 50,000 50,000 

15 April2027 50 ,000 50,000 

14 April 2033 50,000 50,000 

Total 400,000 350,000 

LGF A makes these treasury stock bonds available to banks authorised as its tender counterparties to borrow 
under short-term repurchase transactions. The objective of the bond lending facility is to assist with improving 
secondary market liquidity in LG FA bonds. Bonds lent to counterparties are disclosed as a separate stock 
lending liability on the face of the statement of financial position. 

Each month, LGF A notifies the market the amount of outstanding repurchase transactions and LGF A bonds 
held as treasury stock. 

As at 30 June 2018, bond repurchase transactions comprised: 

Maturity date 30 June 2018 30 June 2017 
Repurchase transactions Repurchase transactions 

15 March 2019 5% coupon 1,035 

15 April 2020 3% coupon 4,076 

15 May 2021 6% coupon 

14 April 2022 2.75% coupon 

15 April 2023 5.5% coupon 

15 April 2025 2. 75% coupon 9,981 

15 April 2027 4.5% coupon 1,072 15,701 

14 April 2033 3.5% coupon 

6,183 25,682 
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10 Reconciliation of net profit I (loss) to net cash flow from 
operating activities 

For the year ended 30 June in $000s 2018 2017 

Net profit/(loss) for the period 11 ,802 11,046 

Cash applied to loans to local government 11 {191 ,878) ( 1,385,002) 

Non-cash adjustments 

Amortisation and depreciation 1,083 438 

Working capital movements 

Net change in trade debtors and receivables (9) 271 

Net change in prepayments {17) (9) 

Net change in accruals (28) (39) 

Net Cash From operating activities ( 179,04 7) ( 1,3 73,295) 

11 LGFA December 2017 bond maturity 
The nominal value of the 15 December 2017 6% coupon bond maturity was $1,015 million. Loans to councils 
with nominal values totalling $879 million, and associated nominal borrower notes totalling $14 million, 
also matured on 15 December 2017. 
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12 Share Capital 
As at 30 June 2018, LGFA had 45 million ordinary shares on issue, 20 million of which remain uncalled. 
All ordinary shares rank equally with one vote attached to each ordinary share. Ordinary shares have a face 
value of $1 per share. 

Shareholder Information 

Registered holders of equity 2018 2017 
securities as at 30 June 

New Zealand Government 5,000,000 11.1% 5,000,000 11.1% 

Auckland Council 3,731 ,960 8.3% 3,731 ,960 8.3% 

Christchurch City Council 3,731 ,960 8.3% 3,731 ,960 8.3% 

Hamilton City Council 3,731 ,960 8.3% 3,731 ,960 8.3% 

Bay of Plenty Regional Council 3,731 ,958 8.3% 3,731 ,958 8.3% 

Greater Wellington Regional Council 3,731 ,958 8. 3% 3,731,958 8.3% 

Tasman District Council 3,731 ,958 8.3% 3,731 ,958 8.3% 

Tauranga City Council 3,731 ,958 8.3% 3,731 ,958 8.3% 

Wellington City Council 3,731 ,958 8.3% 3,731 ,958 8.3% 

Western Bay of Plenty District Council 3,731 ,9 58 8.3% 3,731 ,958 8.3% 

Whangarei District Council 1,492, 784 3.3% 1,492,784 3.3% 

Hastings District Council 746,392 1.7% 746,392 1.7% 

Marlborough District Council 400,000 0.9% 400,000 0.9% 

Selwyn District Council 373,196 0.8% 373,196 0.8% 

Gisborne District Council 200,000 0.4% 200,000 0.4% 

Hauraki District Council 200,000 0.4% 200,000 0.4% 

Horowhenua District Council 200,000 0.4% 200,000 0.4% 

Hutt City Council 200,000 0.4% 200,000 0.4% 

Kapiti Coast District Council 200,000 0.4% 200,000 0.4% 

Manawatu District Council 200,000 0.4% 200,000 0.4% 

Masterton District Council 200 ,000 0.4% 200,000 0.4% 

New Plymouth District Council 200 ,000 0.4% 200,000 0.4% 

Otorohanga District Council 200,000 0.4% 200,000 0.4% 

Palmerston North District Council 200,000 0.4% 200,000 0.4% 

South Taranaki District Council 200,000 0.4% 200,000 0.4% 

Taupo District Council 200,000 0.4% 200,000 0.4% 

Thames-Coromandel District Council 200,000 0.4% 200,000 0.4% 

W aimakariri District Council 200,000 0.4% 200,000 0.4% 

W aipa District Council 200,000 0.4% 200,000 0.4% 

Whakatane District Council 200,000 0.4% 200,000 0.4% 

Whanganui District Council 200,000 0.4% 200,000 0.4% 

45,000,000 100% 45,000,000 100% 
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Capital management 

LGFA's capital is equity, which comprises share 
capital and retained earnings. The objective of 
managing LGFA's equity is to ensure LGFA achieves 
its goals and objectives for which it has been 
established, whilst remaining a going concern. 

Dividend 

LGFA paid a dividend of$1,390,000 on 20 
September 2017, being $0.0556 per paid up share 
(2017: $1 ,392,500 on 14 October 2016, being 
$ 0.0557 per paid up share). 

13 Operating Leases 

As at 30 June 2018 2017 1 

in $000s 

Less than one year 

Between one and five years 

Total non-cancellable 
operating leases 

122 

263 

385 

1. Not disclosed in 2017 as lease obligations were 
suspended following 2016 Kaikoura earthquake. 

14 Other Assets 

Asat30June 2018 2017 
in $000s 

Property, plant and 
equipment 

Intangible assets2 

Total other assets 

609 760 

609 760 

2. Intangible assets comprise acquired and 
internally developed software costs incurred on the 
implementation of LGF A's treasury management 
system. 

15 Capital commitments 
As at 30 June 2018, there are no capital 
commitments. 

ATTACHMENT A 

16 Contingencies 
There are no contingent liabilities at balance date. 

1 7 Related parties 

Identity of related parties 

The Company is related to the local authorities set 
out in the Shareholder Information in Note 12. 

The Company operates under an annual Statement 
of Intent with the respective local authorities that 
sets out the intentions and expectations for LGFA's 
operations and lending to participating local 
authorities. 

Shareholding local authorities, and non-shareholder 
local authorities who borrow more than $20 million, 
are required to enter into a guarantee when they join 
or participate in LGF A. The guarantee is in respect 
of the payment obligations of other guaranteeing 
local authorities to the LGFA (cross guarantee) and 
of the LGFA itself. 

Related party transactions 

LG FA was established for the purpose of raising 
funds from the market to lend to participating 
councils. The lending to individual councils is 
disclosed in Note 5, and interest income recognised 
on this lending is shown in the statement of 
comprehensive income. 

The purchase of LGF A borrower notes by 
participating councils. Refer Note 8. 

NZDMO provides LGFA with a committed credit 
facility and is LGF A's derivatives counterparty. 

Transactions with key management personnel: 
Salaries $849,969 (20 17: $802,434) 

Fees paid to directors are disclosed in operating 
expenses in Note 4. 

18 Subsequent events 
Subsequent to balance date, LGF A has issued $285 
million in bonds through two tenders. 

Subsequent to balance date, on 28 August 2018, the 
Directors ofLGFA declared a dividend of$1 ,285,000 
($ 0.0514) per paid up share. 

Subsequent to balance date, on 13 July 2018, 
Standard and Poors' affirmed the local currency 
issuer rating ofLGFA at 'AA+/ A-1 +'and removed 
LGF A from Under Criteria Observation. 
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INDEPENDENT AUDITOR'S REPORT 

TO THE SHAREHOLDERS OF 

ATIACHMENT A 

NEW ZEALAND LOCAL GOVERNMENT FUNDING AGENCY LIMITED 

The Auditor-General is the auditor of New Zealand Local Government Funding Agency Limited 
(the company). The Auditor-General has appointed me, Brent Manning, using the staff and resources 
of KPMG, to carry out the audit of the financial statements and performance information of the 
company on his behalf. 

Opinion 

We have audited: 

the financial statements of the company on pages 45 to 68, that comprise the statement of financial 
position as at 30 June 2018, the statement of comprehensive income, statement of changes in 
equity and statement of cash flows for the year ended on that date and the notes to the financial 
statements that include accounting policies and other explanatory information; and 

the performance information of the company on pages 32 to 43 . 

In our opinion: 

the financial statements of the company on pages 45 to 68: 

present fairly, in all material respects: 

its financial position as at 30 June 20 18; and 

its financial performance and cash flows for the year then ended; and 

o comply with generally accepted accounting practice in New Zealand in accordance with New 
Zealand Generally Accepted Accounting Practice (NZ GAAP) and they comply with New 
Zealand equivalents to International Finacnial Reporting Standards and International Financial 
Reporting Standards (IFRS); and 

the performance information of the company on pages 32 to 43 presents fairly, in all material 
respects, the company's actual performance compared against the performance targets and other 
measures by which performance was judged in relation to the company's objectives for the year 
ended 30 June 2018. 

Our audit was completed on 28 August 2018. This is the date at which our opinion is expressed. 

The basis for our opinion is explained below. In addition, we outline the responsibilities of the Board of 
Directors and our responsibilities relating to the financial statements and the performance information, 
we comment on other information, and we explain our independence. 

Basis for our opinion 

We carried out our audit in accordance with the Auditor-General's Auditing Standards, which 
incorporate the Professional and Ethical Standards and the International Standards on Auditing (New 
Zealand) issued by the New Zealand Auditing and Assurance Standards Board. Our responsibilities 
under those standards are further described in the Responsibilities of the auditor section of our report. 

We have fulfilled our responsibilities in accordance with the Auditor-General's Auditing Standards. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 

Materiality 

The scope of our audit was influenced by our application of materiality. Materiality helped us 
to determine the nature, timing and extent of our audit procedures and to evaluate the effect of 
misstatements, both individually and on the financial statements as a whole. The materiality for the 
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