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1. Meeting Conduct

1.1 Karakia

The Chairperson will open the meeting with a karakia.

Whakataka te hau ki te uru, Cease oh winds of the west
Whakataka te hau ki te tonga. and of the south

Kia makinakina ki uta, Let the bracing breezes flow,

Kia mataratara ki tai. over the land and the sea.

E hi ake ana te atakura. Let the red-tipped dawn come

He tio, he huka, he hauhd. with a sharpened edge, a touch of frost,
Tihei Mauri Ora! a promise of a glorious day

At the appropriate time, the following karakia will be read to close the meeting.

Unuhia, unuhia, unuhia ki te uru tapu nui Draw on, draw on
Kia watea, kia mama, te ngakau, te tinana, Draw on the supreme sacredness

te wairua To clear, to free the heart, the body
| te ara takatu and the spirit of mankind

Koia ra e Rongo, whakairia ake ki runga Oh Rongo, above (symbol of peace)
Kia watea, kia watea Let this all be done in unity

Ae ra, kua watea!

1.2 Apologies
The Chairperson invites notice from members of:
1. Leave of absence for future meetings of the Wellington City Council; or

2. Apologies, including apologies for lateness and early departure from the meeting,
where leave of absence has not previously been granted.

1. 3 Announcements by the Mayor

1. 4 Conflict of Interest Declarations

Members are reminded of the need to be vigilant to stand aside from decision making when
a conflict arises between their role as a member and any private or other external interest
they might have.

1.5 Confirmation of Minutes
The minutes of the meeting held on 27 May 2020 will be put to the Council for confirmation.
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1. 6 Items not on the Agenda
The Chairperson will give notice of items not on the agenda as follows:

Matters Requiring Urgent Attention as Determined by Resolution of the Wellington City
Council

The Chairperson shall state to the meeting.

1. The reason why the item is not on the agenda; and

2. The reason why discussion of the item cannot be delayed until a subsequent meeting.
The item may be allowed onto the agenda by resolution of the Wellington City Council.
Minor Matters relating to the General Business of the Wellington City Council

The Chairperson shall state to the meeting that the item will be discussed, but no resolution,
decision, or recommendation may be made in respect of the item except to refer it to a
subsequent meeting of the Wellington City Council for further discussion.

1. 7 Public Participation

A maximum of 60 minutes is set aside for public participation at the commencement of any
meeting of the Council or committee that is open to the public. Under Standing Order 3.23.3
a written, oral or electronic application to address the meeting setting forth the subject, is
required to be lodged with the Chief Executive by 12.00 noon of the working day prior to the
meeting concerned, and subsequently approved by the Chairperson.
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2. General Business

LOCAL GOVERNMENT FUNDING AGENCY - NOTICE OF
SPECIAL GENERAL MEETING

Purpose

1. This report asks the Council to give approval to vote at the Special General Meeting of
Local Government Funding Agency.

Summary

2. The Local Government Funding Agency (LGFA) provides debt funding to local authorities.
The Council has an equity stake of 8.3% in the LGFA, is a borrower with long-term loans of
$536m and is a guarantor of losses incurred by the LGFA from borrower defaults.

3. A Shareholders’ Agreement establishes a Shareholders’ Council to advise shareholders on
relevant matters that require shareholder resolutions. The Shareholders’ Agreement also
contains foundation policies for LGFA lending. The Council’s appointee is Martin Read.

4. There are 54 Council guarantors of the LGFA's total lending, of which the Council has a 5.4%
share (based on a proportionate share of rates income). Total debt issued by the LGFA is
$10.4 billion, the LGFA currently has access to liquid assets of $1.56 billion.

5. The Board of Local Government Funding Agency (LGFA) has reviewed the foundation policy
covenants and is recommending to shareholders to amend the net debt to total revenue
financial covenant to 300% from 250% for the year ending 30 June 2021. The ratio would
gradually reduce to 280% by 30 June 2026.

6. All other LGFA covenants relating to net interest expense remain unchanged.

7. Council’s Treasury Policy requires amendment to align with LGFA's recommended change
to the net debt to total revenue covenant, subject to LGFA's shareholders approving
foundation policies.

Recommendation/s
That the Council:

1. Receives the information and the Local Government Funding Agency Notice of Special
General Meeting.

2. Approve the amendments to the foundation policies of the Local Government Funding
Agency.

3. Approve by way of proxy, Martin Read to attend the Special General Meeting to vote to
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approve the changes to the foundation policies

4.  Approve the amendment of Council’s Treasury Policy to align with the Local Government
Funding Agency foundation policy change to the LGFA net debt to revenue covenant,
subject to shareholders’ approval of 2. above.

Background

8.  Council's involvement in LGFA allows access to long-term funding and lower debt servicing
costs. LGFA was established primarily to support the local authority sector and in addition it
improves the depth in the New Zealand capital markets.

9.  The proposed increase to net debt to total revenue covenant provides financial flexibility to
manage Council’s large investment programme.

10.  Amendment to Foundation Policies require shareholders’ approval by way of an Ordinary
Resolution. This requires approval by a simple majority of more than 50% of votes of the
shareholders entitled to vote.

11.  Council's shareholding in the LGFA is 8.3% (paid up capital).

12.  When lending to local authorities, the LGFA sets covenants which local authority borrowers
must meet. The current and proposed covenants are shown in the table below:

Covenant Ratio Ratio
Current Proposed
Net Debt / Total Revenue 250% 300% to
280%
Net Interest / Total Revenue <20% <20%
Net Interest / Annual Rates Income <30% <30%
Liquidity >110% >110%

13.  Currently, borrowers are able to apply for bespoke financial covenants that exceed the
above targets. Loan agreements reached on bespoke terms require the approval of the
LGFA board only.

14.  The LGFA has two classes of local authority borrowers — those with long-term credit
ratings of ‘A’ equivalent or higher of which there are around 30 borrowing councils, and
the remaining 37 without. Of total loans on issue, 90.1% are to councils with credit
ratings.

Discussion

15. LGFA is proposing to raise its foundation policy covenant limit on net debt to total revenue

to 300% from 250%. This new covenant limit will be effective for the period ending 30 June
2021 and will then be gradually reduced to 280% by the year ending 30 June 2026.
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

The table below outline the proposed net debt to total revenue covenant by year:
Financial Year Ending Net Debt to Total Revenue

30 June 2021 <300%

30 June 2022 <300%

30 June 2023 <295%

30 June 2024 <290%

30 June 2025 <285%

30 June 2026 <280%

The objective of this proposed change is to provide councils with short to medium term
additional debt capacity to manage financial stress arising from the COVID-19 pandemic.

Over the longer term, the reduction to 280% by 30 June 2026 will allow additional capacity
to manage other local government funding challenges like infrastructure investment and
climate change.

The foundation policy covenants apply to councils with an external credit rating of ‘A’ or
higher. All rated Councils have a rating of A+ or higher, comprising 30 of the 67 borrowers
which have borrowed 90% of all LGFA lending.

A lower limit of 175% applies to the 37 unrated councils and no changes are proposed for
these councils. The LGFA has assessed these councils as having in general, better credit
quality than the councils with a credit rating.

The LGFA expects a maximum of five councils are likely to exceed the 250% covenant,
based on Long-term Plan expectations. These include growth councils — Auckland, Tauranga
and Hamilton which together could borrow up to an additional $1.27 billion to reach the
280% ceiling by 2026. The total extra borrowing capacity with these changes (with current
council revenues) is calculated to be $2.614 billion.

The LGFA has discussed the proposal with credit rating agencies who have advised that it
will not change the LGFA's overall rating of AA+ (and therefore its price of borrowing for
on-lending to local authorities will not increase as a result of the increased financial
covenant).

The proposed changes have been discussed with both Standard and Poor’s and Fitch Rating
agencies, by the LGFA, and they are comfortable with this proposed relaxation of the net
debt to total revenue covenant. They have assessed that it should not currently affect the
credit rating of the LGFA, however this excludes the impact on the credit rating of the
individual Council borrowers/guarantors etc.

These changes have also been discussed with LGFA Shareholders’ Council and they support
the proposal.

Council’s Treasury Policy is currently aligned to LGFA’s covenant net debt to total revenue
of 250%. Therefore, it is appropriate to now align with LGFA’s new proposed covenant in
the event shareholders approve the above proposal.

Iltem 2.1 Page 9
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26.

27.

28.

29.

The Wellington City Council (WCC) representative asked the Shareholders Council to seek
an independent analysis of the extra risk for guarantors by the proposed relaxation of the
covenant limits. A review was carried out by the LGFA and is attached in Appendix 5.

The WCC representative to the Shareholders Council has asked the Shareholders Council
and the LGFA to make a number of considerations for:

Whether it is appropriate for the Government to become a Guarantor (to sit alongside
their 11.1% shareholding) to complement the Government'’s request/support to
increase the covenants.

Differential pricing for those Councils going above the existing 250% debt:income ratio
covenant limit — so that those that increase the risk pay more for it, rather than the
proposal where the risk and pricing is shared across all borrowers.

Capping of joint and several type guarantees at the current 250% debt:income ratio
limit.
The LGFA and Shareholders Council have considered these factors but did not propose to

make any changes that specifically address these considerations.

On the basis these aspects have been raised and had these aspects considered, it is
recommended that it is appropriate that WCC continue to support the LGFA by approving
the proposed amendment to the foundation documents.

Next Actions

30.

31.

The WCC vote will vote at the Special General Meeting on 30 June 2020, the result will be
by way of a simple majority (over 50%).

If the vote is successful documentation changes will be required, which will be brought back
to Council.

Attachments

Attachment 1. 1. Notice of Special General Meeting § & Page 12
Attachment 2. 2. SGM Proxy Form § & Page 17
Attachment 3. 3. LGFA SGM Agenda { & Page 19
Attachment 4. 4. LGFA Amended Foundation Policies § ‘& Page 20
Attachment 5. 5. Risk Analysis of changes to Financial Covenants § & Page 24
Attachment 6. 6. LGFA Investor presentation - covenant changes § & Page 28
Author Martin Read, Manager Financial Strategy & Treasury

Authoriser Andy Matthews, Chief Financial Officer
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SUPPORTING INFORMATION

Engagement and Consultation
Not applicable.

Treaty of Waitangi considerations
Not applicable.

Financial implications
Matters considered in the report are considered to be of low significance, in terms of Council’s
Significance and Engagement Policy.

Policy and legislative implications
Changes to the Treasury Management Policy will be required to be consistent with this
change as noted in the report.

Risks / legal

This proposed increase to net debt to total revenue covenant provides additional debt capacity of
approximately $2.6 billion (based on current Council revenues) or $2.35 billion based on a 10%
reduction in Council revenues.

Although this change of allowing councils with high debt to borrow additional debt may add
downward pressure to their individual council ratings, this is not expected to impact on LGFA's
credit rating in the short term.

A risk assessment from the LGFA is attached to this report in attachment 5.
Climate Change impact and considerations

Additional debt capacity will be created with this change to fund local government funding
challenges like climate change

Communications Plan
Not applicable.

Health and Safety Impact considered
Not applicable.
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REVOCATION OF DELEGATIONS FOR DECISION-MAKING
DUE TO COVID-19

Purpose

1.

This report asks the Council to revoke the emergency delegations and standing order
suspensions that were made at the Emergency Council meeting of 23 March 2020.

Summary

2.

At 23 March 2020 Emergency Council meeting Council put in place certain delegations
and amendments to standing orders to enable decision making throughout the COVID-
19 lockdown (Emergency Delegations). At that time Council also agreed that the
emergency delegations for decision-making due to COVID-19 would be reviewed when
the alert status reverted back to level 2.

3. Given that New Zealand now is at alert level 1, it is appropriate to revoke the
Emergency Delegations and revert to Council’'s normal delegations and Standing
Orders for decisions made into the future.

4, It is not intended that the revocation will have any effect on the decisions made and
actions taken under those Emergency Delegations.

Recommendation/s

That the Council:

1.
2.

Receive the information.

Agree to revoke the following Council delegations made to Strategy and Policy
Committee at the Emergency Council meeting of 23 March 2020 due to COVID-19
pandemic:

a. To approve Council strategy, policy and reserve management plans (clause 2(b))

b.  To remove chairpersons of committees and subcommittees and to remove
Portfolio Leaders (clause 2(c))

C. To approve the Local Governance Statement (clause 2(f))

d.  To determine whether or how to fill any extraordinary Council vacancies (Clause
2(9))

e. To appoint or remove trustees, directors or office holders to Council’'s Council-
Controlled Organisations (CCOs) and Council Organisations (COs), external
members to Committees and to other external bodies (clause 2(i))

f. In respect of the Wellington District Plan: (i) to approve the recommendation of
hearings commissioners on a proposed plan, plan change or variation (including
private plan change) and (ii) to approve a proposed plan or a change to a district
plan under clause 17 of the First Schedule of the Resource Management Act 1991
(clause 2()))
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g. To promote any legislation or significant amendments to legislation relating to
Wellington (e.g. a Local Bill) (clause 2(1))

h.  To exercise any authority which it has delegated to a committee, subcommittee
or officer, which is referred to it for decision (clause 2(m)).

Agree to revoke the suspension of standing order 6.4 so that the quorum of a
committee of a whole is reverted to that of the Council.

Note that the Epidemic Preparedness (COVID-19) Notice 2020 passed during COVID
alert level 4 (which enabled those attending via audio or audiovisual link to be counted
as present for the purposes of the quorum) will lapse on 25 June 2020
(https://gazette.govt.nz/notice/id/2020-go1368) and that standing orders 15.3, 15.4
and 15.5 will then revert to those set out in the Standing Orders.

Agree that the quorum for all committees and subcommittees of the Council be
reverted to the quorum set out in their terms of reference.

Agree to revoke the emergency delegations made to Mayor, Deputy Mayor and every
elected member (as alternates) at the Emergency Council meeting of 23 March 2020,
which gave all responsibilities, duties and powers of all Council, Council committees, or
subcommittees to the above elected members.

Note that the revocations contained in this paper will take affect from the date of these
resolutions and are not intended to affect the legality of any of the decisions made or
actions taken under the Emergency Delegations.

Background

5.

On 25 March, New Zealand went into lockdown under alert level 4 in response to the
Coronavirus (COVID-19) pandemic. The alert level was lowered to level 3 at 11:59 pm
on 27 April, with some lockdown restrictions partially lifted; and down to level 2 at
11:59 pm on 13 May, with no lockdown restrictions other than maintaining physical
distancing and gathering size limits. New Zealand moved down to level 1 at 11:59 pm
on 8 June, removing all remaining restrictions except border controls.

Options

6.

The Emergency Delegations must be reviewed (and revoked) as per the Council
resolution on 23 March 2020. While Council could allow the Emergency Delegations to
continue, officers believe that given New Zealand is at alert level 1, the changes and
delegations enabled under those Emergency Delegations are no longer appropriate.

Next Actions

7. No further action is required after the Council agrees to the recommendations.
Attachments
Nil
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SUPPORTING INFORMATION

Engagement and Consultation
Not applicable

Treaty of Waitangi considerations
Not applicable

Financial implications
There are no financial implications.

Policy and legislative implications

There are no legislative implications. It is worth noting however that the amendments that
were made to the Local Government Act 2002 will be repealed when the Epidemic
Preparedness (COVID-19) Notice 2020 expires or is revoked. The notice expires on 25 June
2020.

Risks / legal
Not applicable

Climate Change impact and considerations
Not applicable

Communications Plan
Not applicable

Health and Safety Impact considered

The attendance via audiovisual link has been incorporated in the meeting delivery services of
the Democracy Services team and elected members and members of the public can easily
participate in Council and committee meetings via audiovisual link. This addresses any health
concerns related to attending gatherings in person.
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3. Committee Reports

REPORT OF THE GRANTS SUBCOMMITTEE MEETING OF 23
JUNE 2020

The Grants Subcommittee meeting on 23 June 2020 is expected to make recommendations
to this Council meeting.

As the Grants Subcommittee meeting had not taken place when the agenda for the Council
meeting was published, the recommendations from the Subcommittee are not yet known.
The Subcommittee’s recommendations will be tabled at the beginning of the Council
meeting.

The officers’ recommendations to the Subcommittee may be viewed online at the following
address: https://wellington.govt.nz/your-council/meetings/committees/grants-
subcommittee/2020/06/23

Attachments
Nil
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4. Public Excluded

Recommendation

That the Council:

1. Pursuant to the provisions of the Local Government Official Information and

Meetings Act 1987, exclude the public from the following part of the

proceedings of this meeting namely:

General subject of the
matter to be considered

4.1 Public Excluded Report
of the Strategy and
Policy Committee
Meeting of 11 June
2020

Reasons for passing this
resolution in relation to
each matter

7(2)(h)

The withholding of the
information is necessary to
enable the local authority to
carry out, without prejudice
or disadvantage, commercial
activities.

7(2)()

The withholding of the
information is necessary to
prevent the disclosure or
use of official information
for improper gain or
improper advantage.

Ground(s) under section
48(1) for the passing of
this resolution

s48(1)(a)

That the public conduct of
this item would be likely to
result in the disclosure of
information for which good
reason for withholding
would exist under Section 7.
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