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Important disclaimer

The information in this presentation has been prepared by Auckland Council for general information purposes only. By listening to or reading this presentation, you
acknowledge and agree to the contents of this disclaimer.

Auckland Council makes no representation or warranty as to the accuracy, adequacy, reliability, completeness or currency of any statements, estimates or opinions or other
information contained in this presentation. This presentation has been prepared in good faith but has not been independently verified. Certain information and data

contained in this presentation was derived by Auckland Council from other sources.

This presentation may contain forward-looking information including estimates, forecasts and projections. This forward-looking information speaks only as of the date of this
presentation and is based on assumptions which may or may not prove to be correct. No express or implied representations or warranties are, or will be, made by Auckland
Council or any other person as to the accuracy or completeness of this forward-looking information or the reasonableness of any assumptions that underpin it. The
forward-looking information involves known and unknown risks, uncertainties and other factors, which may cause actual results, performance or achievements to differ
materially from any future results, performance or achievements expressed or implied by this forward-looking information. Any opinions expressed in this presentation

reflect the judgement of Auckland Council as the date hereof, and do not bind Auckland Council.

This presentation does not, and is not intended to, constitute an offer, invitation or recommendation by Auckland Council to any person to subscribe for, purchase or
otherwise deal in any financial products. Any person considering investing in a financial product offered by Auckland Council must refer to the relevant offer document that
has been expressly issued by Auckland Council for that purpose and the disclosures provided expressly in connection with those financial products and should take their own
independent financial and legal advice on their proposed investment.

This presentation is proprietary to Auckland Council and may not be copied, distributed, disclosed or used without Auckland Council's express written consent.
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Financial position pre Covid-19

* Strong financial performance for 6 months to 31 Dec 2019

o Revenue $3.494 billion (up $233 million)

Operating cash flows $746 million (up $39 million)

Capital investment $1.282 billion (up $335 million)

Total assets $54.692 billion (up $1,819 billion from 30 June 2019)
Net debt $9.214 billion (up $547 million from 30 June 2019)
Debt/revenue ratio 245%

O O O O O

* Undrawn committed bank standby and revolving credit facility (RCF) $1.3 billion
* AA/Aa2 credit rating on stable outlook (S&P Global/Moody’s)
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Liquidity and borrowing

' o intentionally holding higher cash balances over disruption

Reserve Bank stimulus assisting capital market activity

$850 million of new borrowings in March/April:

o $150 million of commercial paper
o $500 million of 1 and 2-year FRNs (wholesale private placements)
o $200 million 2 and 9-year funding via LGFA

Continued domestic and offshore investor interest in short and some longer-term maturities
Standby and RCF remain undrawn

Auckland Council borrowings through LGFA represent 24.5% of LFGA borrowings (cap 40%)
o Approximately $2.1 billion of headroom
o LGFA bonds included in QE

Cash holdings as at 28 April 2020 approximately $250 million
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Implications of Covid-19

* Reduced revenue (public transport revenue, parking and infringement fees, non-
receipt of airport dividends, regional fuel tax, unpaid or deferred rates, regulatory

fees, event income and facilities revenue)

* Reduced operating expenditure (reduction in public transport services, pausing
spending on non-essential services during the lockdown, reductions in temporary

staff and contractors)

* Reduced capital expenditure (labour and supply chain disruptions impacting the

timing of capital projects)
Auckland &\»
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Short-term response

* Reduce spending on external contracts and contract staff in non-essential services
* Suspend non-essential work
* Suspend recruitment of permanent staff until further notice

* Redeploy under-utilised permanent staff into roles currently filled by contingent

workers
* Rates deferral option until 31 August 2020 for those in hardship

e Cancellation of quarter 4 Accommodation Provider Targeted Rate (APTR)

* Building on strong partnership with Central Government
Auckland &\»
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Financial implications — 30 June 2020

* Revenue down $250 million

* Operating expenditure down $100 million

* Reduced capital expenditure of $150
million

* Debt around $10 billion

 Debt to revenue ratio close to 270%
(compared to budget of 253%) on

reduced revenue
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Medium-term implications — FY 2020/21

 Dependent on length of the disruption
* Following scenarios agreed on a group basis and the financial impacts for the next

financial year were assessed under three scenarios

Adjusted status quo A rapid return to normal, minimal change to Annual Budget 2020/2021 aside from a
few already known impacts (airport dividends, cancelled events)

6 months disruption Disruption lasts from March to September 2020 with varying alert levels
12 months disruption Disruption lasts from March 2020 to March 2021

* Scenario’s based on best information at the end of March/early April
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Medium term implications — FY 2020/21 (cont)

Potential impacts on operating budgets are estimated as follows:

Adjusted status quo 6 months disruption 12 months disruption
Cash operating revenue -$120M -$450M -$650M
Cash operating expenditure -$30M -$200M -$300M

Net operating cashflow -S90M -$250M -$350M

Potential impacts on capital investment are estimated as follows:

Adjusted status quo 6 months disruption 12 months disruption
Capital delivery - -$300M -$1,000M
External capital funding = -$200M -$400M

Net capital funding requirement - -$100M -S600M
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Medium term implications — FY 2020/21 (cont)

The following charts show that debt ratio impacts would be temporary, reflecting the

projected temporary nature of the revenue impacts

Adjusted status quo
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Medium term implications — FY 2020/21 (cont)

6 months disruption 12 months disruption
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Under these scenarios:

* unable to achieve balanced budget for 2020/21
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Annual plan - key considerations
| short-termconsiderations | Long-term considerations ____

ANite e ELIAY o Affordable rates increase for next year e Affordability of rates increases for
e  Supporting those in financial hardship future generations

Financial e Balancing next year's budget by reducing e A sustainable approach to meeting

prudence non-essential spending ongoing costs from annual revenues
e Adhering to debt policy limit next year e  Ensuring debt levels remain prudent
over time relative to income
o6 nInllh[1sA " e  Continuing to deliver critical council e  Providing for adequate levels of
impacts services that our community relies on investment to address the challenges
e  Working with central government to of a r.apldly growing region (including
promote economic recovery in Auckland hﬁ)USI:g), congestion, environment and
climate
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Annual plan - approach

* Approach based on “most likely” scenario — close to 6-month disruption scenario
with most up to date assumptions

* Timing likely to be delayed — adoption not until 31 July 2020
e Priority to publicly consult
* Consider rates increase of either 2.5% or 3.5% for FY2021

* Expansion of the rates postponement policy to include businesses experiencing
financial hardship

* Suspension of APTR, and the expenditure that it would fund, until 31 March 2021
Auckland &\»
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Assumptions: Government decisions

_ More optimistic scenario Most likely scenario More pessimistic scenario

Alert level Level 1 by 1 July 2020 Levels 1 and 2 for whole Surge of cases leads to
No higher for whole year  financial year revert to level 3 or 4 for
two months

|_ul_| Aug | sept | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun
2 2 2 1 1 1 1 1 1 1 1 1

* Aligns with Treasury’s Scenario One

e Supported by economic commentary and outlooks from bank economists and
Auckland v~
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Annual plan — next steps

Update financials and
prepare consultation

Consideration of

. ) Public Consultation feedback and Decision- Adopt Annual Budget
materials with latest and set rates

. . makin
information 8
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Credit rating agencies

* AA/Aa2 from S&P and Moody’s both on “Stable” outlook (affirmed by Moody’s on 28
April 2020)

* Regular dialog with both agencies
e Rating underpinned by solid institutional framework of local government in NZ
* Pressure on key debt to revenue ratio likely in 2020/21

e Likely relevant factors:

o extent and term of duration

o credibility of assumptions and response
o temporary v permanent differences
®

other initiatives being pursued
Auckland v~
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Contact details

Acting Group Chief Financial Officer
Kevin Ramsay
Tel: + 649 890 7747

email: Kevin.Ramsay@aucklandcouncil.govt.nz

Group Treasurer
John Bishop
Tel: + 64 9 977 6598

email: john.bishop@aucklandcouncil.govt.nz

Funding Manager

Andrew John
Tel: + 64 9 977 6592

email: andrew.john@aucklandcouncil.govt.nz
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