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financial statements as a whole was set at $61 million determined with reference to a benchmark 
of company Total Assets . We chose the benchmark because, in our view, this is a key measure of 
the company's performance. In addition, we also assess whether other matters that come to our 
attention during the audit would in our judgement change or influence the decisions of a reasonably 
knowledgeable person ('qualitative' materiality). 

Key Audit Matters 

Key audit matters are those matters that, in our professional judgement, were of most significance in 
our audit of the financial statements in the current period. We summarise below those matters and 
our key audit procedures to address those matters in order that the shareholders as a body may better 
understand the process by which we arrived at our audit opinion. Our procedures were undertaken in 
the context of and solely for the purpose of our statutory audit opinion on the financial statements as 
a whole and we do not express discrete opinions on separate elements of the financial statements. 

The key audit matter 

Existence and impairment of loans 

Refer to Note 5 to the Financial Statements. 

The loans LGF A has provided to local government 
make up over 90% of total assets. The loans 
are recognised at amortised cost and the 
nature of the counterparties is such that we do 
not consider these loans to be at high risk of 
significant misstatement. However, based on 
their materiality, and the judgement involved in 
assessing the credit worthiness of counterparties 
they are considered to be the area which had the 
greatest effect on our overall audit strategy and 
allocation of resources in planning and completing 
our audit. 

Application of hedge accounting 

Refer to Note 2 of the Financial Statements. 

LGFA enters into derivatives (interest rate swaps) 
to manage interest rate risk related to issuing fixed 
rate bonds. Fair value hedge accounting is applied 
where specific requirements are met around 
documentation of the hedge relationship and the 
relationship is demonstrated as being an effective 
hedge. Hedge accounting is complex, particularly 
in the area of whether the requirements (both 
initial and ongoing) for its application are met. 
Should the requirements for hedge accounting 
not be met, LGF A could experience significant 
volatility in the Statement of Comprehensive 
Income from changes in the fair value of the 
derivatives. 

Due to the size of the derivative positions and the 
complexity of hedge accounting we consider this 
to be a key audit matter. 
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How the matter was addressed in our audit 

Our audit procedures included: 

understanding the processes in place 
to assess borrowers and to record loan 
transactions. This included evaluating the 
control environment in place at LGFA. 

agreeing the 30 June 2018loan balances 
to external confirmations received from 
NZ Clear. 

assessing the borrowers' compliance with 
financial covenants. 

We did not identify any material differences in 
relation to the existence or impairment of loans. 

Our audit procedures included: 

agreeing the terms of the derivatives to the 
confirmation provided by the derivative 
counterparty. 

using our treasury valuation specialists we 
independently recalculated the fair value 
of all of the derivatives recorded by LG FA 

ensuring the hedge documentation 
supporting the application of hedge 
accounting was in accordance with relevant 
accounting standards. 

determining that management's hedge 
effectiveness calculations were correctly 
performed using appropriate source 
information. 

We did not identify any material differences in 
relation to the application of hedge accounting. 
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Responsibilities of the Board of Directors for the financial statements and the performance 
information 

The Board of Directors is responsible on behalf of the company for preparing financial statements 
that are fairly presented and that comply with generally accepted accounting practice in New Zealand. 
The Board of Directors is also responsible for preparing the performance information for the company. 

The Board of Directors is responsible for such internal control as it determines is necessary to enable 
it to prepare financial statements and performance information that are free from material misstatement, 
whether due to fraud or error. 

In preparing the financial statements and the performance information, the Board of Directors is 
responsible on behalf of the company for assessing the company's ability to continue as a going 
concern. The Board of Directors is also responsible for disclosing, as applicable, matters related to 
going concern and using the going concern basis of accounting, unless the Board of Directors intends 
to liquidate the company or to cease operations, or has no realistic alternative but to do so. 

The Board of Directors' responsibilities arise from the Local Government Act 2002. 

Responsibilities of the auditor for the audit of the financial statements and the performance 
information 

Our objectives are to obtain reasonable assurance about whether the financial statements and the 
performance information, as a whole are free from material misstatement, whether due to fraud or error, 
and to issue an auditor's report that includes our opinion. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit carried out in 
accordance with the Auditor-General's Auditing Standards will always detect a material misstatement 
when it exists. Misstatements are differences or omissions of amounts or disclosures, and can arise from 
fraud or error. Misstatements are considered material if, individually or in the aggregate, they could 
reasonably be expected to influence the decisions of shareholders, taken on the basis of these financial 
statements and the performance information. 

We did not evaluate the security and controls over the electronic publication of the financial statements 
and the performance information. 

As part of an audit in accordance with the Auditor-General's Auditing Standards, we exercise 
professional judgement and maintain professional scepticism throughout the audit. Also: 

We identify and assess the risks of material misstatement of the financial statements and the 
performance information, whether due to fraud or error, design and perform audit procedures 
responsive to those risks, and obtain audit evidence that is sufficient and appropriate to provide 
a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud 
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional 
omissions, misrepresentations, or the override of internal control. 

We obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the company's internal control. 

We evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Board of Directors. 

We evaluate the appropriateness of the reported performance information within the company's 
framework for reporting its performance. 

We conclude on the appropriateness of the use of the going concern basis of accounting by the 
Board of Directors and, based on the audit evidence obtained, whether a material uncertainty exists 
related to events or conditions that may cast significant doubt on the company's ability 
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to continue as a going concern. If we conclude that a material uncertainty exists we are required 
to draw attention in our auditor's report to the related disclosures in the financial statements 
and the performance information or, if such disclosures are inadequate, to modify our opinion. 
Our conclusions are based on the audit evidence obtained up to the date of our auditor's report. 
However, future events or conditions may cause the company to cease to continue as a going 
concern. 

We evaluate the overall presentation, structure and content of the financial statements and the 
performance information, including the disclosures, and whether the financial statements and 
the performance information represent the underlying transactions and events in a manner that 
achieves fair presentation. 

We communicate with the Board of Directors regarding, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in internal control 
that we identify during our audit. 

Our responsibilities arise from the Public Audit Act 2001. 

Other Information 

The Board of Directors is responsible for the other information. The other information comprises 
the information included on pages 4 to 31, but does not include the financial statements and the 
performance information, and our auditor's report thereon. 

Our opinion on the financial statements and the performance information does not cover the other 
information and we do not express any form of audit opinion or assurance conclusion thereon. 

In connection with our audit of the financial statements and the performance information, our 
responsibility is to read the other information. In doing so, we consider whether the other information is 
materially inconsistent with the financial statements and the performance information or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. If, based on our work, we 
conclude that there is a material misstatement of this other information, we are required to report that 
fact. We have nothing to report in this regard. 

Independence 

We are independent of the company in accordance with the independence requirements of the Auditor
General's Auditing Standards, which incorporate the independence requirements of Professional and 
Ethical Standard 1 (Revised): Code of Ethics for Assurance Practitioners issued by the New Zealand 
Auditing and Assurance Standards Board. 

Other than the audit, we have no relationship with, or interests in, the company. 

Brent Manning 
KPMG 
On behalf of the Auditor-General 
Wellington, New Zealand 
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Other disclosures 
Whakitanga 

Waivers from NZX Limited (NZX) 

LGFA's fixed rate bonds are quoted on the NZX 
Debt Market (LGFA Bonds). NZX has granted LGFA 
a number of waivers from the NZX Listing Rules. 

Waiver from Rule 3.2.1 

NZX has granted LGFA a waiver from NZX Listing 
Rule 3.2.1(a) to the extent that this requires the 
trust deed under which the LGFA Bonds are issued 
(Trust Deed) to provide that the appointment of a 
new trustee is to be approved by an extraordinary 
resolution of the holders of the Securities to which 
the Trust Deed relates. Effective from 10 May 2016, 
LGF A ceased to rely on this waiver as the Trust 
Deed was amended to comply with NZX Listing 
Rule 3.2.1(a) . 

Waiver from Rule 5.2.3 

NZX has granted LGFA a waiver from NZX Listing 
Rule 5.2.3 to the extent that this requires the LGFA 
Bonds to be held by at least 100 members of the 
public holding at least 25% of the number 
of securities of that class issued. 

The waiver from NZX Listing Rule 5.2.3 was 
provided on the conditions that: 

a. LGF A clearly and prominently disclose the 
waiver, its conditions and its implications in its 
annual reports and in each profile or Offering 
Document for the LGF A Bonds; 

b. LGF A will disclose market liquidity as a risk in 
each offering document (excluding any offering 
document referred to in paragraph (f) of the 
definition of "Offering Document" under NZX 
Listing Rule 1.6.1) for the LGFA Bonds; and 

c. the nature of LGFA's business and operations 
do not materially change from its business and 
operations as at the date of the waiver decision. 

The effect of the waiver is that the LG FA Bonds may 
not be widely held and there may be reduced market 
liquidity in the LGFA Bonds. 

Waiver from Rule 6.3.2 

NZX has granted LGFA a waiver from NZX Listing 
Rule 6.3.2 so that the deemed date of receipt 
of notices for a holder of LG FA Bonds who has 
supplied LGFA with an address outside of New 
Zealand, will be five working days after that notice 
is posted to that physical address. 

Donations 

No donations were made by LGF A during the year 
ended 30 June 2018. 

Net Tangible Assets 

Net tangible assets per $1 ,000 of listed bonds as 
at 30 June 2018 is $7.92 (20 17: $6.86). 

Earnings per security 

Earnings per security as at 30 June 2018 is $1.45 
(2017: $1.41). 

Amount per security of final dividends 

Not applicable 

Spread of Quoted Security holders 

Spread of bondholders (LGF020, LGF030, LGF040, 
LGF050, LGF060, LGF070, LGF080 and LGF090) 
as at 30 June 2018. 

Holding range Holder count Holding Holding 
quantity quantity % 

10,000 to 49,999 397 $10,194,000 0.13 

50,000 to 99,999 149 $10,519,000 0.13 

100,000 to 499,999 200 $43,272 ,000 0.53 

500,000 to 999,999 35 $24,897,000 0.31 

1,000,000 and above 70 $8,030,118,000 98.90 

Total 851 $8,119,000,000 100.00 
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Directory 
Rarangi tauwaea 

Postal address 

PO Box 5704 
Lambton Quay 
Wellington 6145 

Office hours 

Monday through Friday, 
09.00-17.30 hrs 

Except Public Holidays 

Street address 

~ 
§" 

l;f 
if 

142 Featherston Street j 
«; 

WELLINGTON 

Level8 
City Chambers 
142 Featherston Street 
Wellington 60 11 
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Phone 

+64 4 974 6530 

ATIACHMENT A 

Personnel e-mail addresses 

firstname .lastname@lgfa.co.nz 

Website 

www.lgfa.co.nz 

General enquiries 

lgfa@lgfa.co.nz 

9 53 Fort Street 

AUCKLAND 

LevelS 
Walker Wayland Centre 
53 Fort Street 
Auckland 10 10 

Custorns St E 
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Western Bay of Plenty District Council 
Private Bag 12803 
Tauranga 3143 

Attn : Kumaren Perumal 

DIVIDEND STATEMENT 

Record date: 
Payment date: 

Bank account to be credited: 
IRD Number: 

30 August 2018 
7 September 2018 

01-0434-0180600-00 
052-544-300 

FINAL DIVIDEND OF 5.14 CENTS PER SHARE 

Class of Security 
ORDINARY PAID UP 
SHARES 

I Holding I Payment Rate 

5.14c 

No imputation credit is attached or withholding tax deducted. 

Kind regards, 

Mark Butcher 

Chief Executive 

NEW ZEALAND LOCAL GOVERNMENT FUNDING AGENCY LIM ITED 

AUCKLAND Level 5 , Walker Wayland Centre, 53 Fort Street 

WELLINGTON Level 8, City Chambers, 142 Featherston Street 

I Dividend Amount 

PO Box 5704, Lambton Quay, Wellington 61451 PH +64 4 974 6530 I www.lgfa.co.nz 
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7 September 2018 

Open Session 

Chief Executive Information Pack Report for -
Aug 2018 

Purpose 

To provide Council with updates on the Chief Executive's meetings with Community Board 
Chairs and topics discussed. To provide information on the Chief Executive's meetings as 
attended on behalf of Council including those attended with His Worship the Mayor 

The following topics were discussed at the Community Board Chairpersons meetings with 
the Chief Executive officer held over the past 6 weeks: 

Chairperson Allan Sole - Waihi Beach Community Board 

• Compliance Monitoring and Plans for Bylaw Monitoring 2018/19 Summer 
• Maranui Estate Holding Pond 
• Maintenance of Waihi Beach Entrance points 
• CClV Installation 
• Speed Limits and Parking Bylaw 
• Beach Access 
• Broadlands Block Planting Plan 
• Athenree Homestead Insurance 

Chairperson Jenny Hobbs - Katikati 

• Forthcoming Opening of New Katikati Library 
• Memorial Hall Sound System 
• Pakeke Lions - Outdoor Gym Proposal 
• Katikati Taiao Event 
• Katikati Bird Walk Update 
• Parking Signage 
• Kotahi Lane Entrance/Exit Options 
• Suffrage Day 
• Talisman Wetland Improvements 

Chairperson Murray Grainger- Omokoroa Community Board 

• Proposed Interim Library and Service Centre 
• Omokoroa Point School Planting Project 
• Request for Footpath - Anderley Avenue 
• Western Avenue Concept Plan and Proposed Planting 
• Omokoroa Road Update 
• Omokoroa Road future tree scapejavenue planting 

Page I 
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Chairperson Shane Beech - Maketu Community Board 

• CCN Replacement at Maketu 
• Use of Community Centre 
• Upgrade to Intersection 
• Graffiti Art for Maketu Toilet Block and Water Tank 
• Kaituna Diversion Works - Impact on Roadways 
• Kaituna Boat Ramp Closure 
• StThomas Anglican Church 150 Celebrations 
• Gum Tree Removal 
• Surf Club Car Park Improvements 
• Maketu Cycleway Route 
• New Drinking Fountains 

Chairperson Peter Miller- Te Puke 

• Tactile Paving 
• Parking Lines in Jellicoe Street 
• Beatty Avenue Rubbish concerns 
• Te Puke Emergency Response Plan 
• Freedom Camping - issues in Commerce Lane 
• Placement of new CCN system in Commerce Lane 
• Community Board Consultation Meeting 

1. Additional Booked Engagements and Meetings attended by CEO 

31 July 

31 July 

08 Aug 

10 Aug 

17 Aug 

20 Aug 

24 Aug 
27 -31 Aug 

05 Sept 

05 Sept 

Sustainability with Unispace 

Meeting with Duarne Lankshear 

Meeting with Jeff Cook and Cllr Margaret Murray Benge 

LGNZ Three Waters Review Reference Group Meeting 

Scott Hamilton - Quayside Meeting 

KPMG CEO Outlook Round Table Dinner 

Coordinating Executive Group (CEG) Meeting 

CEO on leave 

CEAG Meeting re SLG 

NZKGI Meeting (CEOs) 
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7 September 2018 

Open Session 

2. Additional Booked Engagements and Meetings CEO attended with HWTM 

31 July 

31 July 

02 Aug 

03 Aug 

08 Aug 

09 Aug 

13 Aug 

14 Aug 

21 Aug 

23 Aug 

29 Aug 

04 Sept 

06 Sept 

06 Sept 

07 Sept 

07 Sept 

M' ·am Taris 

Mayor and CEO Meeting 

TECT Annual AGM 

Instep Young Leaders Workshop 

Annual Bay of Connections and Regional Growth Programme (RGS) 

Council CE/Mayors and Regional Chair Meeting (SmartGrowth) 

Preopening Visit Patuki Manawa 

Regional Growth Leadership Group (Whakatane) 

Barkes Corner Confidential Presentation to Councillors 

Official opening of the Patuki Manawa 

CEO Performance appraisal to Council 

Transport Matters Meeting (Mayors/Chair/CEOs & John Hutchings) 

FDS Meeting (Internal) 

CEO Confidential Workshop to discuss Barkes Corner with Council 

Western Bay Inc meeting (Mayors/Chair and CEOs) 

SmartGrowth Leadership Group Closed Workshop 

SmartGrowth Leadership Group Meeting 

hief Executive Officer 
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