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Financial Strategy 
Introduction 
Council must under the Local Government Act 2002, manage its revenues, expenses, assets, 
liabilities and general financial dealings prudently and in a manner that sustainably promotes 
the current and future interests of the community.  

The Financial Strategy is an important component of the Long Term Plan that demonstrates 
how Council will: 

 Ensure that the levels of rates and borrowing are financially sustainable and kept within 
pre-set limits. 

 Maintain levels of service. 

 Maintain the assets it owns on behalf of the community. 

 Provide for growth and changing demand patterns within the District. 

 Fund improvements to infrastructural and other community facilities. 

 Manage Council’s investments and liabilities. 

In preparing the Draft Long Term Plan and this Financial Strategy, Council has considered how 
to balance: 

 The levels of service to be provided and the cost of achieving and maintaining them 
during periods of growth. 

 The priorities and timing of expenditure across all activities, especially expenditure of a 
capital nature. 

 The proposed levels of rates and charges across the full 10 year period of the Long Term 
Plan and their impact on the community. 

 The proposed level of borrowing that current and future ratepayers will need to service. 

Overall Council considers that it has successfully balanced these four key elements in 
preparing the Draft Long Term Plan, but welcomes the community’s input on how the current 
result contained in this Draft Long Term Plan can be improved. 

Strategic Direction of Council 
Council’s Mission Statement is set out on page ???  and Community Outcomes are set out on 
pages ??? of this Plan.  Each Activity in this Long Term Plan identifies the outcomes that it 
contributes to.  

Outline of Factors that are Expected to have a 
Significant Impact on the Long Term Plan 
1. Environment 

Marlborough provides a unique lifestyle opportunity for residents and visitors with the 
full range of geological features from mountains to fertile plains, rivers and the 
magnificent Marlborough Sounds, coupled with high sunshine hours and available water.  
These features support a wide range of business and leisure opportunities.  Business 
opportunities have predominantly centred on “land” based activities i.e.  viticulture, 
forestry, horticulture, pastoral farming, aquaculture, tourism and the servicing sectors.  
The common thread for almost all these activities is having a quality environment and 
maintaining it.  Availability of quality water is also a key factor. 

2. Global Financial Crisis and Markets 
The major industries identified above rely upon favourable international markets to 
provide a strong economic foundation for the District.  The current international 
situation and the relatively high New Zealand dollar are having a significant impact on the 
District’s ability to obtain good returns for its products and the ability to attract 
international visitors.  However, the high New Zealand dollar does have some advantages 
for Council as it helps reduce the cost of petroleum products, diesel and bitumen in 
particular which are major components of our roading and contracting costs.   

The global financial crisis (GFC) is ongoing. While there are signs of improvement, a 
number of countries, particularly in Europe and Japan are still planning major 
interventions to address their economic issues. As it has in the past, the continuing GFC 
has the potential to impact upon the cost of borrowing by New Zealand, the four major 
banks, Local Government Funding Agency (LGFA) and ultimately Council.  

Council in its interest rate assumption has taken a conservative position when compared 
with historically low current market rates.  However, the Reserve Bank and other 
economic commentators continue to forecast interest rate increases, it is just the timing 
that varies. By adopting the approach that it has, Council is optimistic that it can avoid 
future interest rate driven rates increases. 

Unfortunately because of Council’s good financial position, it has a reduced ability to lock 
in long term interest rates for its borrowings.  Other Councils, with higher base levels of 
debt, can lock in large portions of the debt levels they are forecasting over the next 10 
years. Council will be exposed to prevailing interest rates when it increases debt. 
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3. Inflation Projections 
Council, along with the majority of other Councils in New Zealand use inflation 
projections provided by Business Economic Research Limited (BERL).  These projections 
are used to inflate Council’s forecast operating and capital expenditure in years two to 10 
of the Long Term Plan.   

BERL prepares projections for road, property, water, energy, staff, earth-moving, pipe 
lines and private sector wages. These are consolidated into an overall Local Government 
Cost Index (LGCI). To generate its forecasts, BERL estimate relationships based on 
historic data between price indices and a set of driver economic variables (e.g. GDP, 
employment, oil prices, construction, investment and CPI).  

Currently BERL are forecasting the following combined increases in its LGCI: 

Forecast BERL LGCI 
15-16 16-17 17-18 18-19 19-20 20-21 21-22 22-23 23-24 24-25 

2.24 2.45 2.53 2.61 2.75 2.90 3.04 3.19 3.36 3.53 

 
These increases make up a significant portion of the proposed rates increase over 10 
years of the Long Term Plan contained on page 4 of this Strategy. 

4. Growth 
The number of people in the District, (both permanent residents and visitors), where 
they choose to live and the growth in economic activity directly affects the demand for 
land for development, infrastructure and other services the Council provides.  This 
growth underpins land use planning, infrastructure developments, where and when new 
services and facilities are required and their cost. 

Census information on population growth has been analysed from 1991 to 2006, updated 
for the 2011 Department of Statistics Projections and aligned to the 2013 Census.  
During this period overall growth in Marlborough was approaching 2% per annum 
although with some significant variations.  The Waikawa area saw population rise by an 
average of 5.5% whilst the usual resident population of Seddon decreased by 0.8%. 

Internal population growth in the region is fairly low for a number of demographic 
reasons.  Growth is therefore more dependent upon migration into and out of the area 
which in turn is influenced by prevailing economic and political factors.  These are difficult 
to predict with any degree of certainty.  Major factors such as the international market 
demand for Marlborough wines, the future rebuild of Canterbury following the 
earthquakes and the redevelopment of Port Marlborough following Government’s 
decision to retain the ferry terminal in Picton are compounded by decisions of multi-
nationals, small businesses and individual traders. 

For the purpose of long term planning, the sum total of all the influencing factors have 
been aggregated to high, medium or low growth projections.  A simplified version of a 
growth prediction graph of population in the District is shown below in the graph 
“Marlborough Usually Resident Population”.   

 

Graphing the past population trends helps projections to be made of future growth.  In 
addition, the census information has provided intelligence on the number of 
properties, household size, occupancy rates and an estimation of transient visitors.   

Since the last (2006) Census, population growth has slowly dramatically (see above 
graph). The Census results also show that the average number of occupiers per 
dwelling continues to decrease.  The result is that the rate of growth in dwellings is 
higher than population growth.   See below for a comparison graph of forecast 
population and dwellings.  
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For planning purposes a growth rate at or slightly above the medium growth scenario has 
been adopted.  The reasons for taking this position are twofold: 

1. To take account of historic levels of growth which are almost double the current 
projections;  and 

2. To allow a contingency in infrastructure construction planning.  It is comparatively 
easy to slow a major infrastructure project if the demand is below forecast levels.  
However, it is virtually impossible to accelerate a significant capital project because of 
the consultation, land access, regulatory, design and tendering requirements that must 
be worked through before construction can start.  

Council believes, that as development increases the consumption of its current infrastructure 
capacity and accelerates the requirement for new infrastructure, that developers should bear 
the cost of this increased demand. 

Through the application of its Development Contributions and Financial Contributions Policies 
Council is seeking to fund the cost of this additional infrastructure and reduce the potential 
for additional burden on the ratepayer. 

Undertaking development in a planned co-ordinated manner can reduce costs as 
infrastructure development is not responding to “adhoc requests” for isolated, scattered 
piecemeal development. Responding to adhoc development can mean that parts of the 
infrastructure networks are replaced earlier in their life than optimum while allowing other 
parts of the network to remain comparatively underutilised. 

Population projections were used to inform a major consultative process with both the public 
and Council staff to investigate land areas that have the potential to be developed into urban 
growth pockets.  Recent Plan changes have resulted in the zoning of additional land in the  
north western and south western peripheries of Blenheim as the areas most capable of 
accommodating future urban growth. When looking at growth it is also important to look at 
the demographics that make it up.  As identified in the “Key Issues Facing Council” section of 
the Long Term Plan the percentage of the population aged over 65 is projected to double 
from around 15% to 30% of the District’s population by 2031.  Over time, it is likely that this 
will alter the demands for particular Council services and raise affordability issues as a large 
percentage of this group are on relatively fixed incomes. 

Balancing the Budget 
The Council is required under the Local Government Act 2002 to ensure that each year’s 
projected operating revenues are set at a level sufficient to meet that year’s projected 

operating expenses ie:  Council must demonstrate financial prudence. 

In assessing financial prudence consideration is to be given to: 

 The estimated expenses of achieving and maintaining the predicted levels of service 
provision set out in the Long Term Plan, including the estimated expenses associated with 
maintaining the service capacity and integrity of the assets throughout their useful life; 

 The projected revenue available to fund the estimated expenses associated with 
maintaining the service capacity and integrity of assets throughout their useful life; 

 The equitable allocation of responsibility for funding the provision and maintenance of 
assets and facilities throughout their useful life; 

 The funding and financial policies. 

During the development of the 2015-25 Long Term Plan, the Council considered how to 
maintain its current levels of service, operating expenditure and capital expenditure needed to 
replace existing assets and provide new infrastructure and facilities to meet the levels of 
growth that are forecast within the ten years of the Long Term Plan.  The Long Term Plan as 
presented should for the majority of activities enable Council to maintain current levels of 
service. 

The Council is forecasting that its Activity expenditure will increase from $92 million in the 
2014-15 Annual Plan to $113 million (22.8%) for the 2024-25 financial year. The increase is 
due to a larger population that has to be serviced and the balance represents inflation and the 
effects of supplying either additional or improved services offset in part by the impact of 
deferring capital works.   

Borrowing over the period of the Long Term Plan will increase from $42.1 million shown in 
the 2014-15 Annual Plan to $122.2 million (gross) to help fund the proposed capital 
expenditure programme. Projected debt includes an allowance of $27M (30.5M inflated) for 
the development of an irrigation scheme in Flaxbourne.  It is intended that the debt servicing 
costs for the Flaxbourne Scheme will be met by a targeted rate on the subscribers to the 
Scheme, with no rating impact on other rate payers. 

Development contributions have been reviewed accordingly to fund growth related 
expenditure. The “Financial Trends and Summaries” section of the report below provide the 
extent of capital works and the funding sources. 

Under section 101 of the Local Government Act 2002, Council considered its financial 
management responsibilities where it must manage revenues, expenses, assets, liabilities, 
investments and general financial dealings prudently and in a manner that promotes the 
current and future interests of the community. The Council also considered whether it was 
sustainable to undertake the level of capital expenditure proposed in the Long Term Plan 
together with increased operating costs associated with the higher debt level. If the Council 
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has too much debt then future ratepayers will subsidise current ratepayers. If population 
growth, which is expected to fund the growth portion of assets incorporated into capital 
expenditure programme, does not occur or occurs at a slower rate, this may either increase 
rates or slow the delivery of capital projects. 

The policy of fully funding depreciation policy has been continued in the Long Term Plan and is 
considered an appropriate measure to ensure the concept of intergenerational equity is 
maintained. That is, current ratepayers will pay for its use and a share of its replacement cost 
in relation to the assets provided. 

In summary, the rate movements have been affected as a result of: 

 Price increases – cost adjustors (inflation) that have been applied to the estimates within 
the Long Term Plan. 

 Growth – while development contributions fund much of the growth related capital 
expenditure, additional developed land and services need to be maintained and add to the 
Councils operational expenditure. Generally the additional costs are met by the rates 
recovered from the extra ratepayers. 

 Service levels increases – for some services, such as water supply and sewerage, a greater 
total rate take will be required. 

 Depreciation and interest payments – the increased capital expenditure programme will 
mean that there will be a corresponding increase in depreciation and debt servicing costs.  

Given there is a need to raise a larger amount of debt funding, this will be reflected in higher 
interest costs that will be required to be met through fees and charges and rates. 

Rates, Rates Increases and Rate Increase Limit 
Council is very conscious of the impacts of rates increases in the community, the community’s 
wish to maintain or enhance current levels of service and the underlying cost drivers that 
Council has limited ability to control.  The underlying cost drivers particularly relate to the 
materials that go into building and maintaining infrastructural assets ie:  diesel, bitumen, pipes 
and other construction materials  and the remainder of the Capital Expenditure Programme.  
Council has reviewed the Capital Expenditure Programme and looked to defer projects where 
possible without significantly affecting levels of service. 

Existing Reserves and Development Contributions are the first sources for funding Capital 
Expenditure.  The balance is generally funded by loans.  Loans have a rating impact, but as 
their repayment is generally spread over 20 years it reduces the burden on current rates and 
spreads the costs over those future ratepayers who will also benefit from the asset being 
created.  Increased maintenance and operating costs also result.  

Because Council’s costs are not the same the cost faced by households eg:  food, housing, 
transportation etc as measured by the CPI, Council has decided to use the specifically 

developed Local Government Cost Index as its benchmark.  It has further decided that 
increases in total rates will not exceed the LGCI movement by more than 2%.  The 
following table shows forecast rates increases, LGCI movements and the difference between 
the two showing that Council has not exceeded the 2% stated above.   

 15-16 16-17 17-18 18-19 19-20 20-21 21-22 22-23 23-24 24-25 

Proposed Rates 
Movements 3.61 4.22 4.80 4.62 2.86 8.50 4.07 2.14 2.92 2.91 

Rates Cap 
(LGCI + 2%) 4.24 4.45 4.53 4.61 4.75 4.90 5.04 5.19 5.36 5.53 

Within/(Above) 
Rates Cap 

0.63  0.23  -0.27  -0.01  1.89  -3.60  0.97  3.05  2.44  2.62  

 
Over the 10 years of the plan, the average rate, after allowing for inflation and growth will 
increase from ?????? (GST inclusive) in 2014-15 to ?????? in 2024-25.  This is a ?????% movement 
over 10 years.   

The amounts shown above are the total rates increases throughout the Long Term Plan.  
There will be properties that will pay less and others that will pay more, depending on the 
services that they receive.  Samples for areas across the District are provided within the Long 
Term Plan, “Rates Movements” section. The other point to note is that while this document 
sets outs Council’s plans for the next 10 years, each year it reviews its priorities and need to 
undertake capital projects.  As a result of these reviews, Council has established a track 
record of having future years rates increases being less than the amounts signalled in this plan. 

Financial Trends and Summaries within the Ten Year Plan 
Operating Expenditure 
The following graph shows that total Activity operating expenditure is forecast to rise from 
$92 million in 2014-15 to $113 million in 2024-25 an increase of 22.8%%.  
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Operating Revenues 
Total Operating revenue (from the Funding Impact Statement) is forecast to rise from $92 
million in 2014-15 to $123 million in 2024-25, excluding internal interest. 

The following graph shows the sources of operating revenue throughout the Long Term Plan. 

 

 
 
Capital Expenditure 
The Council currently has assets worth in excess of $1.5 billion.  During the next 10 years the 
Council is planning to undertake capital expenditure of: 

$71.4 million to meet additional demand (including vested assets) 
$255.7 million to improve the levels of service 
$69.6 million to replace existing asset 
$396.7 million in total 

The graph below shows the amounts being spent on each capital expenditure category to 
meet community expectations (levels of service), replacement of existing assets and growth 
over the Long Term Plan.   The categorisations have been based on the predominant purpose 
of the project, however the funding calculation, especially in regard to the calculation of 
Development Contributions, is based on the actual category percentages applicable to each 
project 
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Capital Projects 
In each Activity section there is a list of major capital projects planned over the 10 years of 
the Long Term Plan. A number of these projects have been spread out to coincide with 
growth, need and/or affordability. 

Capital Funding Sources 
The following graph shows the capital funding sources planned to fund the capital expenditure.  

 
 
External Debt 
External debt is only raised after the use of development contributions, reserves and other 
funding sources have been used.  Despite using external debt as a last resort, gross borrowing 
is proposed to increase from the $42.1 million shown in the 2014-15 Annual Plan to $122.2 
million in the 2020-21 year, before decreasing to $109.6 million in 2024-25 year, to fund a 
$396.7 million capital program.  The biggest single contributor at $27M to this debt increase is 
the possible financing of the proposed Flaxbourne Irrigation Scheme. 

Note these values are Gross Debt, as Council plans to continue to hold at least $11 million of 

investments as part of its disaster recovery planning.  Funding is predominantly on a 20 year 
table mortgage basis.   

The graph below shows the trend over the Long Term Plan for each year’s rates, borrowings 
and capital expenditure.  This graph includes an allowance for price movements based on the 
BERL forecasts. Associated with the capital expenditure programme is a corresponding 
movement in loans required to fund this work. 

 

Debt Levels and Interest Costs 
The Council Treasury Policy includes the Investment and Liability Management Policies. The 
Council has determined maximum amounts and limits of debt. The table below shows a 
comparison of the limits in the policy compared to those proposed within the 10 Year Plan. 
The policy limits were determined in association with the Council’s Treasury Advisor. 

 Also included are the Local Government Funding Agency’s Covenants and how Council 
compares against each covenant. 



 
Financial Strategy 

 
 

7 | P a g e  

 

Policy Parameters and Covenants 
2015‐
16 

2016‐
17 

2017‐
18 

2018‐
19 

2019‐
20 

2020‐
21 

2021‐
22 

2022‐
23 

2023‐
24 

2024‐
25 
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Pa
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m
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Earnings before interest and tax has to 
be at least 2.25 (225%) times net 
interest  333.6% 240.7% 198.1% 182.9%  182.7% 211.3% 229.5% 253.9% 280.6% 305.8% 
Gross interest paid will not exceed 
12.5% of total operating revenue  3.9% 5.0% 6.1% 7.3%  8.1% 8.4% 8.5% 8.1% 7.7% 7.2% 

Net cash inflow from operating 
activities exceeds gross annual interest 
expense by at least two times (200%)  761.7% 598.5% 519.7% 432.9%  376.4% 378.2% 381.8% 396.5% 419.9% 450.3% 

Lo
ca
l G
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nd
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g 
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en
cy
 

Co
ve
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nt
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Net Debt < 175% of total revenue  50.2% 61.3% 76.0% 90.5%  94.7% 97.1% 92.0% 87.8% 81.8% 76.3% 

Net interest < 20% of total revenue  2.6% 3.6% 4.5% 5.5%  6.2% 6.4% 6.3% 6.0% 5.7% 5.3% 

Net interest < 25% of rates revenue  4.3% 5.9% 7.2% 8.7%  9.8% 9.8% 9.7% 9.3% 8.8% 8.2% 

Liquidity > 110%  140.9% 133.2% 126.7% 121.9%  120.4% 118.9% 119.2% 119.5% 120.3% 121.0% 
The above table shows that the Council is operating well within the guidelines contained in the 
Treasury Policy except for “Earnings before interest and tax has to be at least 2.25 (225%) 
times net interest” where Council is outside that parameter for the 2017-18 to 2020-21period 
Note: when Marlborough Regional Forestry Activities are included Council will be will be in 
compliance with this parameter. The Council is a shareholder and lender of the Local 
Government Funding Agency (LGFA). This has enabled Council to achieve a lower cost of 
funding. The Council also comfortably meets all the covenants the LGFA has set for Councils 
to borrow from it. 

Security on Borrowing 
The Council generally does not offer assets, other than a charge over rates or rate revenue as 
security for general borrowing programmes through its Debenture Trust Deed.  

Limit on Borrowing 
Borrowing is a means by which those who pay for the cost of providing an asset can be better 
matched with those who benefit from the use of these assets. 

Current ratepayers may form the view that borrowing is the answer to reducing rates 
increases.  However, borrowing is not without cost.  The immediate cost is interest.  The less 
obvious costs are: 

1. The loss of flexibility Council would face if debt levels rose too high.  At the extreme 
is the current situation in Europe where Sovereign nations are being directed to 
undertake certain actions by their bankers. 

2. Council and as a consequence, ratepayers are impacted upon more severely by 
increases in interest rates.  

As a result Council must also look to keep debt within acceptable levels.  The best way of 
doing this is to constrain capital expenditure.  Council has done this by deferring projects 
from their originally proposed dates.  

There are a number of benchmarks that exist for evaluating if Council’s proposed level of debt 
is too high, i.e.  the policy parameters contained in Council’s Liability Management Policy and 
the parameters set by the LGFA. 

As can be seen from the above table, Council easily meets the tests outlined above.  To 
ensure Council continues to meet these tests it is proposed that net debt (excluding the 
possible impact of the Flaxbourne Irrigation Scheme) remain below $100 million for the 
period of the Long Term Plan.  
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Interest Rate Risk 
The Council enters into hedging arrangements to mitigate against interest rate risk. However, 
as stated above, because of Council’s low level of current debt, it is unable to fix the interest 
rates for large amounts.  In the event that interest rates moved resulting in a 1% movement 
above that provided for in the 10 Year Plan, this would provide the following result: 

 15-16 16-17 17-18 18-19 19-20 20-21 21-22 22-23 23-24 24-25 

1% interest rate 
movement ($000) 

506 523 695 776 863 886 945 847 862 912 

Average cost per 
ratepayer ($) 

20 20 27 30 33 33 35 31 32 33 

 
Funding Depreciation 
Council intends to continue funding depreciation in accordance with its Revenue and Financing 
Policy (refer page ???).  The costs represented by depreciation will initially be used to repay 
the debt and then to finance new and replacement assets.  Any unused depreciation will be 
separately accounted for in the appropriate depreciation reserve. 

Operating Surpluses 
MDC also generates operating surpluses each year.  These accounting surpluses are driven 
primarily by: 

 The need to meet the principal repayments relating to increasing levels of internal and 
external debt that have arisen as a result of Council’s significant Capital Expenditure 
Programme;  and 

 That GAAP requires vested assets and capital contributions, including development 
contributions and NZTA financial assistance for roading capital works to be treated as 
operating revenue, as compared to capital funding.   

Any remaining surpluses will be used to defer the need for increasing debt. As a result of the 
significant recent expenditure on new assets, Council is currently in a period of low renewals.  
However, as these assets age, the need for renewals will increase, as shown in Council’s 
Infrastructure Strategy, particularly in the years post this Plan.  As a result, it is important for 
Council to retain a strong balance sheet and continue to fund depreciation. 

Equity Investments and Other Interests 
Council holds investments in: 

 MDC Holdings Limited and its subsidiaries. 

 Marlborough Regional Forestry. 

 Investment Bonds and Term Deposits. 

for a variety of reasons. 

MDC Holdings Limited 
MDC Holdings Limited was established to: 

 Separate Council’s commercial trading activities from the other functions it carries out;  

 Bring Council’s main trading activities into one structure;  and 

 Obtain commercial borrowing facilities at the most attractive rates possible.  

For the most part MDC Holdings Limited is charged with operating in a completely 
commercial manner.  As such the only significant target is to generate a tax paid return on 
opening shareholder’s funds of at least 7.0%.  This target is reviewed annually when Council 
considers the Company’s Statement of Intent.  

In addition to the commercial returns received, Council through MDC Holdings Limited’s 
subsidiaries (Port Marlborough NZ Limited and Marlborough Airport Limited) promotes 
Regional Economic Development as it provides means for the arrival and departure of visitors 
and the import and export of goods. 

Marlborough Regional Forestry 
The Council has an 88.5% ownership interest in Marlborough Regional Forestry (MRF), with 
Kaikoura District Council owning the remaining 11.5%.  MRF, a Joint Operating Committee of 
both Councils, has approximately 5,000 hectares of commercial forest with 4,321 hectares 
owned and the balance in predominantly leasehold title.  This forest is managed on a rotation 
period of approximately 30 years with minor variations in this period based on market 
conditions.  The forest had a value of $16.3 million as at 30 June 2014.  As a result of this 
holding Council is entitled to approximately 180,000 Emission Trading Units almost entirely 
from pre 1990 forest.  The current intention is to replant the forest following harvest.  
Providing the replanting policy is maintained MRF should not be required to surrender 
Emission Trading Units to meet the obligations imposed by the Emissions Trading Scheme on 
harvest.  As a result, Council may elect to sell its Units to assist in meeting a future funding 
need.   

Council is expecting to generate average cash proceeds of $1.5M per annum from its 
investment in MRF until the 2021 year.  Actual returns will vary depending on an 
internationally determined market price which Council has little control over.  In the 2022 
financial year no return is expected because if harvesting has gone to plan in earlier years, 
there will be no mature trees available to harvest.  

Council also has significantly smaller holdings of trees in its own right, but these are held 
predominantly for river protection and not for financial return.  

Investment Bonds and Term Deposits 
Council holds approximately $11 million of investment bonds and term deposits as part of its 
Disaster Recovery Planning.  It is expected that the rate of return received should not be too 
dissimilar the cost of Council’s external debt. 
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Local Government Funding Agency (LGFA) 
The Council is a shareholder/member of the LGFA. The LGFA is a Council Controlled 
Trading Organisation (“CCTO”) set up by specific legislation. A key objective of the LGFA is 
to provide a funding vehicle that would enable local authorities to borrow at lower interest 
margins than would otherwise be available. 

The LGFA is ‘AA+’ rated from Standard and Poor’s. This is the same as the New Zealand 
government’s domestic rating. 

All local authorities (but not Council Controlled Trading Organisations or Council Owned 
Organisations) are able to borrow from the LGFA. As at 30 June 2014 the LGFA had 
advanced $3.75B to local authorities, generating an estimated saving of approximately 0.2% in 
interest costs, The amount currently advanced Is now in excess of $4.5B. 

The LGFA’s policy is to pay a dividend that provides an annual rate of return to Shareholders 
equal to LGFA cost of funds plus 2.00% over the medium term.  The latest dividend was 7%.   


