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Foundation Information

1. Foundation Entity
Foundation North (the Foundation) is an “in perpetuity” Trust registered under the
Charitable Trusts Act 1957, and operates under the Community Trusts Act 1099,

As a Not for Profit Public Benefit Entity (PBE) domieiled in Auckland New Zealand, the
Foundation distributes grants to qualifying organisations in the Auckland and Northland
regions. Through its granting programme the Foundation seeks to enhance the lives of
people in its region by equitably sharing and managing its resources. As an in perpetuity
Trust its resources are held in trust for present and future generations domiciled in the
reglons.

2, Foundation Structure

The Foundation North Group consists of the Foundation and its subsidiary companies,
Foundation Nerth Grants Limited (Grants Limited), Centre for Social Impact New Zealand
Limited (CS1), Foundation North Property Holdings Limited and ASB Community Trust
Limited.

The Foundation owns the underlying Group's assets which include an investment portfolio
and land and buildings.

Grants Limited holds the Foundation's long term reserves for granting in times of
low/negative investment returns (Stabilisation Reserve) and current year Grant Reserves.
Grants are made from these reserves for approved projects under delegation by, or on
recommendation from the Foundation’s Board. Grant applications which are received from
qualifying organisations are evaluated against the Foundation’s funding programme
policies.

CS1 supports high engagement ventures funded by the Foundation through its Catalysts for
Change, Key Community Partnerships, GIFT and Community Support Grants Funding
Programmes. CSI also supports catalytie change ventures undertalen by philanthropic and
community organisations. During the year, the CSI governing body determined it would best
continue this work operating as a division of the Foundation, not as a stand-alone entity, C51
will continue supporting the philanthropic sector in this new way from 01 April 2020,

Foundation North Property Holdings Limited is the vehicle chosen to hold the Group's
future investments in NZ direct praperty, it has not yet commenced trading,

ASB Community Trust Limited is a dormant company.

3. Trustees

The Foundation is governed by a Board consisting of up to fifteen Trustees appointed by the
Minister of Finance. Trustees are appointed for a four year term and may, at the conclusion
of their term, be appointed for a further four year term, The Governance Charter provides
the framework under which the Board and its sub-committees operate,
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Trustees at 31 March 2020 were:

Trustee Date Appointed
John Slater (Chair) September 2o12
Murray Broadbelt September 2012
Kim Wright September 2012
Mel Hewitson (Deputy Chair) July 2016

Bhav Dhillon June 2017
Daniel Nakhle June 2047

Chris Severne June 2017
Brian Corban July 2018
Npaire Rae July 2018
Michelle Tsui July 2018

Romy Udanga July 2018

Naisi Chen June 2019
Maxine Shortland June 2019
Vanushi Walters June 2019
David Whyte June 2019

Trustee changes during the financial year were:

Lym Lim (Chair) June 2010 (Retired May 2019)
Alastair Bell (Deputy Chair) June zo11 (Retived May 2019)
Toni Millar June 2o11 (Retired May 2019)
Precious Clark October 2012 (Retired May 2019)

The Board's worldoad is allocated to the following sub-committees;

Investment Committee

Audit, Finance, Risk and Compliance Committee

Maori and Pacific Committee

Grants Committees for Community Support, Partnerships, Catalyst for Change
Innovation Committee

Gulf Innovation Fund Together (GIFT) Committes

Appointments and Remuneration Committee

& & & 5 & & @

During the year Trustees and staff were required to declare either a direct or indirect conflict
of interest in any matters being considered by the Foundation. Conflicts of interest are
recorded in a register of interests,

Clause 13 of the Foundation's Trust Deed provides that if a meeting of the Foundation Board
wonld fail for want of a quorum because of the number of Trustees with an interest in the
matter under consideration, then those Trustees who vote in favour of the matter must sign
a certificate for entry in the minutes certifying that the matter is in the best interests of the
Foundation. Details of the matter and the nature of the Trustees’ interest are required to be
included in the next financial statements of the Foundation, and such an instance is
disclosed at Mote 15 of the financial statements.
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4. Managemenl
The Leadership Group, led by Peter Tynan Chief Executive Officer *, consists of:

Liam Sheridan Chief Financial Officer

Nicola Brehaut Strategic Advisar

Chloe Harwood Strategy and Innovation Manager
Audry McLaren Community Funding Manager
Aroha Harris Pou Arvahi

Jade (Poh Gaild) Tang- Fthnie Diversity Strategy Activator
Taylor

#Jennifer Gill retired as CEO in August 2019 and was replaced by Peter Tynan,

5. Auditor
KPMG

6. Legal Counsel
Heimsath Alexander

7. Investment Advisor
Cambridge Associates LLC

8. Main Sources of Cash and Resources

The Foundation’s main source of funds is from returns on its diversified investment
portfolio. Since inception the portfolio has earned an annual net investment return of 7.3%.
The Foundation may also receive grants, donations, and bequests.

9. Contact Details
Physical Address: 50 Ponscnby Road, Grey Lynn, Auckland

Postal Address: PO Box 68 048, Wellesley Street, Aucldand 1141

Phone: 09 360 0201

Fax: 09 378 6054

Freephone:  oBoo 272 B78

e-mail: info@oundationnorth.org.nz

wehsite: www . foundationnorth.org.ng
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Statement of Service Performance

Organisational Background, Governance, Planning, Monitoring and
Evaluation

Foundation Governance

Foundation North operates under its Trust Deed (as amended) dated 18 June 2015 and the
Community Trusts Act 1999,

Board Membership

The Board of Trustees comprises of up to 15 Trustees appointed by the Minister of Finance
for a four year term.

Conflicts of Interest

It is recognised that Trustees will have a wide range of involvement with the community and
the potential for conflict of interest will arise from time to Hme,

To cover this eventuality, any Trustee who has an interest in any matter before the
Foundation must record that interest in the Foundation's Register of Interests,

That Trustee is not counted in the quorum present at the meeting. They may not vote in
respect of the matter they have an interest in and must absent themselves from any
discussion or consideration of it.

Before the conduet of business, the Chair of any meeting of the Trustees asks for the
disclosure of any interest in the upeoming business. The minutes of the meeting record any
disclosure of interest made, the entry in the Register of Interests of that disclosure and the
absence of the Trustee from the meeting while the matter is dealt with.

Board Committees 2019-20 Financial Year
The Board has sub-committees to assist with the operation of the Foundation:

Appointments and Remuneration Committee

This Committee assists the Board in discharging its responsibilities in the employment of a
CEO and CFO, other broader human reseurces issues and the appointment of the directors
and chairs of subsidiary companies and members of the Foundation’s standing committees,

Grants committes

This Committee review applications which have been assessed by the funding team and
make recommendations to the full Board of the Foundation, It also considers policy and
strategy development,

Investment comumnittee

This Committee considers the investment policy, objectives, strategies and asset allocations
of the Foundation and makes recommendations to the full Board. The committes reviews
the portfolio against benchmarks and fund managers’ performance against their
benchmarks.
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Audit, Finance, Risk and Compliance committee

This Committee reviews annual budgets and monthly and annual financial statements and
information prior to submission to the Board. 1t is also responsible for identifying, assessing
and managing business and organisational risk and assisting the Board in the discharge of
finaneial reporting responsibilities.

Maori and Pacific committes

This Committee assists the Board in developing and implementing the Foundation’s Maori
and Pacific strategies.

GIFT Committee

The objective of the GIFT Committee is to assist the Foundation in discharging its
responsihilities for matters relating specifically to the development and implementation of
Foundation’s Gulf Innovation Fund Together programme.

Innovation Commuittee

The objective of the Innovation Committee is to enhance the Foundation’s ability to create
positive outcomes for our region by exploring new ways of working using experimentation
and prototyping to maximise learning. The four areas of focus are:

s South Auckland innovation

e [mpact investmenl

e Innovation for Foundation North Priorities

o Support for innovation in the Pacific, Maori and Ethnic Diversity strategies

Strategic Goals

The Foundation has decided to foeus its grant making approach on the achievement of
identified outcomes and priorities. The need to report against the new strategic plan is the
principal element in our choice of relevant service information.
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Foundation North
Performance Report
For the year ended 31 March 2020

Consolidated Statement of Comprehensive Revenue and Expense

Revenme:
Revenue from Investments
Grants Written Back during the year

Grant Refunds Received during the year
Other Income

Total Revenue

Expenses:

Grants Committed to Community Groups

Other Funding Committed

Administration Expenses

Activity Costs

Fund Management, Custodian and Advisory Fees
Total Expenses

REPORTED (DEFICIT) / SURPLUS

NOTE

£

=

2020 2019
Booo 2000
19,484 93,465
309 2y
41 15
475 577
20,309 04,684
45,166 47,613
1,458 =
6,322 5,061
2,000 2,931
2,600 1,047
57577 47,452
(37,268) 47,232

The notes on pages 15 to 27 are an integral part of these consolidated financial statements.

11

&)



A

"SJUSUIATEIS [EIIURUL Pajepl[osuod 2531 10 1ed [e18a]ul ue atw Lz o) ST ssfed uo ssjou Ayl

FEERGES QT FOF Lhg'L6T [E4) 0457501 o obe'thh  bakiolt G0T'0Ls
- [GT5's) - 6ro's - - - -
- (zar'er) (ZE1'PT) - - - Fratye Eralg -
A X Fo il sEE'ly - - - . - "
ozl grI'tis wor'ole GEG 150'001 = gos'kd  s0¥e0E JOL'6LE
9g5Een 1 Lgo'thE ahb'ats 6EG 201501 =3 EEeh  STF00F GOTREE
- zab's - (a9Fe) - - - -
E (r6g'Ee) (TBg'Ex) - - hg'te 6g'eE -
{aoe't) (89E'LE) (BeT’LE) o = = v = =
L gzT'tob Cog'loe %6 oliESor TE 09'SS6 FaStoLE OTELE
000S o003 BT T 0003 Q003 0005 0004 o00g LT
aaTasay INTISTY
S EANTISIY smjdang wonEOTEAYY STARIE) sarasyy | repde) PP Endey
[E0L PRUIERFY RESY d0jRndasay  [RRUSD (| [e0E [Endeg [Liiieist]

Amby ul sa8uey)) JO JUIUIIIE]S PIIEPI[OSUC)

0T0T YOIB IS PIPUD IBIA I} 10
110d3y OUBULIOLIDJ
[R-ION uonepunog

610% ymepy 1€ soueeyg Suson

SAAdaEHY (Wolploy 19j5en 33K

FAIBEDY FUTUATUIELY ERde) 03 I9fstr],
sasuadig put snuassy aasuaEdmes maL
2107 [udy 1 aoueeq Fumadg

Q%0 Yarely 1t sowereg Jomo

sawrasay of(moly) JjsuR 1Ay

anasay anuRuRUE [oide) o) tapsurl]
sasnadiy pue anuassyg avsTagssdwe) ol
6108 Wdy T soueeg Sumxlg



Foundation North
Performance Report
For the year ended 31 March 2020

Consolidated Statement of Financial Position

ASSETS
Cash at Bank

Investinents

Fixed Assels
Other Assets

TOTAIL ASSETS
LIABIIITIES

Sundry Accounts Payable
Outstanding Grants Payable

TOTAL LIABILITIES

NET ASSETS AT 31 MARCH
Represented by:

Equity

Real (Inflation Adjusted) Capital

Reserves

EQUITY AT 31 MARCH

Approved on behalf of the Board:

o e
i

Board Chair BAOHZO20 12:28 pm

Date

NOTE

10

11

2020 2019
$#ooo H000
1,103 3,903
1,346,495 1,393,230
8,263 8,516
346 507
1,356,207 1,406,156
2,361 1,676
31,258 44,624
33,019 406,300
1,322,588 1,359,856
979,521 955,030
343,067 404,226
1,322,588 1,359,850
SEER A
Audit, Finance, Riglceandse an

Compliance Committee Chair

Date

The notes on pages 15 to 27 are an integral part of these consolidated financial statements.

13



Foundation North
Performance Report

For the year ended 31 March 2020

Consolidated Statement of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from:

Fund managers

Interest

Other Income

Total cash inflows from operating activities
Payments to:

Fund managers

Grants to community organisations
Suppliers, trustees and staff

Fund management and advisory fees

Total cash outflows from operating activities
Net cash outflow from operating activitios
CASH FLOWS FROM INVESTING ACTIVITIES
Receipts from:

Sale of Assets

Payments to:

Purchase of Assets
Met cash outflow from investing activities

Met cash outflow from activities
Add: Cash at Bank at 1 April

Cash at Banl at 31 March

2020 2019
So000 H0o00
285,760 217,111
45 50
1,268 1,066
aB7 082 218,297
{210,551) (165,818)
(58,223) (42,614}
{9,560) (8,003)
(2.488) {1,800}
{=89,8z0) (218,325)
(2,738) (o8)
1 =t}
(63) (175).
(6z]) (i75)
{2,800) (z73)
3,003 4,176
1,103 3903
14



Foundation North
Performance Report
For the year ended 31 March 2020

Notes to the Consolidated Statement of Cash Flows

1. Cash at Bank

Cash at bank consists of cash balances held with ASB Bank, and does not include cash or

deposits held by Fund Managers.

The Consolidated Statement of Cash Flows does not reflect the cash flows within Fund

Memnagers' portfolios.

2. Reconciliation of Reported Surplus to Net Cash Flows from Operaling

Activities
2020 2019
H$000 Hooo
Reported { Deficit)/Surplus (37,268) 47,232
Add: Non-cash Itemns
Amortisation, Depreciation, Impainment and . a
Disposal of Fixed Assets + Hio ot
Tnvestment income reinvested (19,484) (93,465)
Movements in working capital items:
Decrease /( Inereasa) in Other Assels 161 (60)
Inecrease in Sundry Accounts Payable 686 149
Decrease in Outstanding Grants Payable (13,366) (5,628)
Net Cash Inflows from Fund Managers 66,218 51,2073
53,599 45,754
Met Cash Outflow from aperaling activities ) (2,738) {a8)




Foundation North
Performance Report
Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

1. Reporting Entity
The Foundation is an “in perpetuity” charitable trust domiciled in New Zealand and incorporated
under the Charitable Trusts Act 1957 and operates under the Community Trusts Act 1999,

The Foundation comprises the Foundation and its subsidiary companies, Grants Limited, CSI,
Foundation North Property Holdings Limited (not yet trading) and ASH Community Trust
Limited.

2. Basis of Preparation
The Foundation's financial statements have been prepared on the following hasis:

Statement of Compliance:

The financial statements have been prepared in accordance with New Zealand Generally
Accepted Accounting Practice (NZ GAAP). They comply with Tier 1 PBE Accounting Standards
(Not-for-Profit) and with the provisions of the Communily Trusts Act 1999 and the Financial
Reporting Act 2013,

Functional and Presentation Currency:
These financial statements are prepared in New Zealand Dollars which is the presentation and
functional currency.

Basis of Measurement:

Except for financial assets and liabilities (designated at fair value through revenue or expense)
and land and buildings (which are revalued at five yearly intervals) historical cost is the basis of
measurement.

The financial statements have been prepared on a going conecern basis.

Estimates and Judgements:

Information about estimates and judgements made in applying accounting policies that have the
most signifieant effects on the amounts recognised in the financial statements is included in the

following notes:

Mote 7: Investments
Note 9: Fixed Assets
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Foundation North
Performance Report
Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

3. Revenue from Investments

Revenue from investments includes interest, dividends, and realised and unrealised gains and
losses related to investments classified as fair value through revenue and expense, Interest
received is recognised on an accrual basis applying the effective interest rate method. The impact
of COVID-1g on the Foundations revenue from investments is discussed in Note 8.

Revenue received from investments for the year is summarised as follows:

2020 2019

Soo0 fooo
Investment Revenue
Distributions and other Investment Ineome 32,386 33,875
Net Unrealised {Losses)/Gains (18,784) 37,754
Net Realised Gains 48,380 28,021
Net (Losses) from Foreign Exchange Contracts {42,408) {H,185)
Total Investnent Revenue 10.484 93,465

All financial assets are designated at fair value through Revenue or Expense upon initial
recognition.

4. Administration Expenses

2020 2019

$000 $o000
Audit fees 81 8o
Consulting and Tax advice (paid to KPMG - Auditors) * 11 17
Amortisation, Depreciation and Logs on Disposal 315 981
Employee Costs and Benefits 4,122 3719
Other costs 1,703 1,464
Total Administration Expenses 6,322 5,061

* During 2019 the $17,000 of non-audit wo'k is the Foundation's portion of a total of $32,000 of shared

consultaney advice between geveral other community trusts.

5. Activity Costs

Activity costs relate to third party operating costs incurred by subsidiary companies for client

service delivery and support services.

6. Grants Expense

Grants to eligible organisations are accounted for when they are approved by the Board.
Payments to grant recipients are made on the satisfaction of any restrietions or conditions which
may have been placed on the grant.

Grants that are no longer required or not fully utilised by grant recipients are disclosed separately

in the Consolidated Statement of Revenue and Expense as either Grants Written Back or Grant
Refunds Received,
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Foundation North
Performance Report
Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

Grants Approved ;::ﬁz ::;90

Grants Committed and dishursed 28,38q a2 73]
Grants Committed but unpaid 16,777 14,892
Total Grants approved and committed to Community Groups 45,1060 47,613

=, Investments

Investments meet the definition of financial instruments and are classified at fair value through
Profit and Loss upon initial recognition resulting in these assets being measured at fair value
through revenue or expense,

Transactions are recorded by Fund Managers on a trade date basis and are initially recognised at
the fair value of the consideration paid, After initial recognition investments are managed at
their fair value through revenue or expense. Revaluations are undertaken at each reporting date
hased on the methodalogies outlined in PBE IPSAS 29 Financilal Instruments: Recognition and
Measurement, All realised and unrealised gains and losses are recognised in the Consolidated
Statement of Comprehensive Revenue and Expense. Associated transaction costs are recognised
in revenue or expense as incurred.

Investments are derecognised only when the contractual rights to the eash flows arising from the
asset expires or are transferred and the transfer qualifies for derecognition.

Details of portfolio liguidity and COVID-19 are disclosed in note 8.

Investment Portfolio Construetion:

The portfolio is invested in pooled and segregated funds managed by 29 investment managers
(2019: 30) recommended by the Foundation's Investment Adviser Cambridge Associates LLC
and approved by the Investment Committee. The Foundation is not involved with the analysis,
sale or purchase of individual asset securities, Each asset grouping and the portfolio as a whole
is measured against an appropriate internationally accepted standard benchmark or index,

The portfolio is made up of four asset groupings:

« Growth Assets include hoth global listed equities (including New Zealand/Trans-Tasman
equities) and private equity.

s  Diversification Assets are included to reduce the volatility inherent in an equity-biased
portfolio, The returns from this asset class are not highly correlated to equity and fixed
income markets, thereby reducing the variability of returns without saerificing performance,
This asset class consists of Hedge Funds and Absolute Return Funds,

« Inflation Hedging Assets are included to provide insurance from an unexpected spike in
inflation. This asset class consists of listed and unlisted real assets which are sensitive to
inflation.

¢ Deflaion Hedging Assets are included to provide insurance against a prolonged
economic contraction. In order to fulfil its deflation hedging role, a significant proportion of
the allocation to Global (including New Zealand) Fized Interest will be in Sovereign
Securities. Cash is also ineluded in this asset grouping.
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Foundation North
Performance Report
Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

Transactions through the portfolio are summarised as follows:

2020 2019
S000 S000
Portfolio Transactions
Balanee as at 1 April 1,393,230 1,351,058
Movement in market value and investment income 19,484 93,465
Net withdrawals {66,219) (51,293)
Total Portfolio laﬁiﬁgﬂﬁ 1,393,230
At balance date the portfolio was made up of:
2020 2019
3000 $000
Portfolio Composition
Growth Assets 706,219 697,337
Diversification Assets 197,424 255,640
Inflation Hedging Assets 143,451 144,390
Deflation Hedging Assets 200,401 205,263
Tatal Portfolio 1,346,495 1,393,230

Foreign Currency:

Foreign currency transactions are recorded in New Zealand dollars at the spot rate applying at
the time of the transaction. All outstanding foreign currency balances at balance date are
translated to New Zealand dollars at the closing exchange rate for that day. The value of the
investment portfolio with currency exposure amounted to $1,031.2 million (2019: $1,068.7
million).

All realised and unrealised foreign currency gains and losses are recognised in the Consolidated
Statement of Comprehensive Revenue and Expense.

Fair Value Hierarchy:
PBE IPSAS 30 Finanelal Instruments: Disclosures requires the disclosure of financial assets
according to the Fair Value Hierarchy, There are three levels in the hierarchy:

e Level 11 quoted prices (unadjusted) which are regularly available to market
participants in active markets for identical assets and prices represent actual and
regularly oceurring market transactions on an arm’s length basis,

s Level 2: inputs other than guoted prices included within Level 1 that are ohservable for
the asset, either directly (i.e. as prices) or indirectly (i.e. derived from prices).

s Level 3: inputs for the asset that are not based on observable market data
(unohservable inputs).

19



Foundation North
Performance Reporl
Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

The Fair Value Hierarchy for the Investment Portfolio is:

2020 2010
Fair Valne Hierarchy S000 foon
Level 1 486,910 586,880
Level 2 553,088 624,207
Level 3 306,497 182,143
Total Porfolio 1,346,495 1,393,230
Movements in Level 3 Assets:
2020 2019
Level 3 So000 $o00
Opening Balance 182,143 100,328
Drawdowns (i.e. advances of capital to managers) 97,704 53,9134
Return of Capital from managers (17,187) (6,808)
Changes in Fair Value recognised in the
Consolidated Statement of Revenue and Expense 43,837 279
Closing Balance at 31 March 306,497 182,143

8. Risk Management and COVID-19 Commentary

Foundation North has an investment portfolio with well diversified geographic and industry
sector exposure. The current and ongoing COVID-1g pandemic has disrupted, and will continue
to disrupt, numerous industries and global supply chains to which the portfolio has an exposure,
Measures to mitigate the severity of the pandemie, such as restrictions on businesses, venues,
transport, movement and public gatherings of people, workplace closures, and the elosure of
public institutions such as sehools and universities will negatively affect economie activity world-
wide. These negative impacts to the portfolio are reflected in the investment valuations reported
at 31 March 2020, We currently expect the COVID-1g pandemie to continue to have an impact
on the Foundation's financial performance.

The COVID-1g pandemic has also heightened various finanecial risks, on an ongoing basis,
particularly with credit risk, liquidity risk and market risk, underlying the valuation of the
Foundation’s investments. The Foundation has assessed the fair value of its investment in Private
Equity Funds after taking advice from their investment advisor and the private equity fund
managers. Private Equity Fund investments, categorised as Level 3 investments in the Fair Value
Hierarchy above on this page, are typieally valued based on valuation models which use a
combination of observable and unobservable market data. Valuation models that employ
significant unobservable inputs require a higher degree of judgement and estimation in the
determination of fair value, This includes the selection of the appropriate valuation model to be
used, determination of expected future eash flows of the underlying private equity investment
being valued, and selection of appropriate discount rates.

Although the Foundation uses its best judgement, there are inherent limitations in any
estimation techniques. The Foundation regularly monitors the performance of its Private Equity
Funds investments, including an assessment of the historical accuracy of estimates against
audited financial results. The COVID-19 pandemic has introduced greater uncertainty around
the valuation of investments, and the fair value estimates presented are not necessarily indicative
of an amount the Foundation could realise in a current transaction. Future events will also affect
the estimates of fair value. The effect of such events on the estimates of fair value, including the
ultimate liquidation of investments, could he material to the financial statements.
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Foundation North
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Statement of Accounting Policies and Explanatory Noles
For the year ended 31 March 2020

The extent to which the COVID-1g pandemic impaets the Foundation's finaneial performance
and financial position will depend on future developments which are still evolving and highly
uncertain, At this time, therefore, it is not possible to estimate the longer-term effects that the
COVID-1g pandemic could have on the Foundation’s portfolio and financial performance.

The Foundation's income is generated from its investments which are used to fund its operations
and grant funding programmes. In response to the eurrent COVID-19 pandemic, the Foundation
has provided support to its grantees and community by implementing a range of granting
initiatives, using greater delegations to staff to enhance responsiveness to our community. These
inﬁ'[];aﬁms have been funded from within existing granting budgets and will not impact financial
atability.

Inherent risks arising from the Foundation's financial assets and liabilities are managed through
an ongoing process of identification, measurement and monitoring. Through its investing
activities the Foundation is exposed to credit risk, liquidity risk, and market risk {including
currency, interest rate and pricing risks).

Information regarding the fair value of assets and liabilities exposed to risk is regularly reported
to the management, the Audit, Finance, Risk and Compliance Committee, Investment Committee
and ultimately to the Foundation Board, Under normal cireumstances the Investment Portfolio
is regularly rebalanced to ensure that asset classes remain within the Strategic Asset Allocation
set out in the Foundation's Statement of Investment Policy and Objectives (SIP(].

Credit Risk:

Credit Risl arises where a counterparty fails to discharge an obligation which will result in a
financial loss to the Foundation,

The Foundation manages credit risks through:

e g diversified and non-correlated basket of investments across tradidonal and
alternative assets classes

» theuse of a multi-fund manager approach to portfolio investments
« compliance with mandate requirements of each investment

e Standard & Poor’s rating categories are used to manage the credit quality of the
Foundation’s Bond portfolios. At balance date the credit risk ratings of the Bond and
Cash portfolios were;
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Statement of Acecounting Policies and Explanatory Notes
For the year ended 31 March 2020

CCC, 2020

AAN to AA Asto A BEB+to B NR Other $000
New Zealand Bonds 93.7% 4.2% 2,1% 0.0% 207,633
Global Bonds 52.1% 20.5% 18.4% 0.0% 36,915
Cash f4.8% a5.0% 10.2% 0.0% 60,512
Total 305,060

2014

5000
Wew Zealand Bonds g2.5% 4.0% 2.6% 0.0% 218,649
Global Bonds 55.1% a4.0% 10.0% 0.0% 34,318
Cash 64.5% 22.6% 12,9% 0.0% 55685
Total 308,650

Liquidity Risk and Capital Maintenance:
The Foundation is an “in perpetuity” Trust. As such it protects its capital base by ensuring that

provision is made to counteract the effects of inflation erosion. This is explained further in Note
11

The Foundation manages its ability to meet current obligations through ensuring it maintains
liquidity within the portfolio. The portfolio maintains a minimum allocation to cash of 3%, At
balance date liquid assets (either cash or investments which could be realised in cash within
twelve months) totalled 70.0% (2o19: 72.2%).

Market Risk:

Market Risk arises from fluctuations in the firture value of cash flows from financial assets due
to changes in market variables such as interest rates, foreign currency exchange rates, and market
prices.

The exposure to market risk is managed through the policies set out in the Foundation's SIPO.

In order to understand the sensitivity to all market risks, the Foundation performs a value at risk
sensitivity analysis, This analysis combines interest, foreign currency and pricing risks to
determine the impact of volatility across each asset class in the investment portfolio and for the
portfolio as a whole. In applying this methodology there is a 68% probability (i.e. one standard
deviation either side of the mean) that the expected investment return from the portfolio is within
the range of:
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Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March zo20

2020 2019
Volatility minus 5.4% to plus 21.9%  minus 1.5% to plus 19.7%
Value Impact minus $45.8 Million to minus $21.0 Million to
plus $205.0 million plus $275.2 million

The overall effect of the Foundation's uncorrelated portfolio of investments is to reduce the
overall volatility and stabilise investment returns over time,

s Interest Rate Risk relates primarily to the Foundation's investment in bonds
which are held in both pooled and segregated accounts,

e Currency Risk arises when the Foundation is exposed to foreign currency risk both
directly through investments denominated in a foreign currency, and also indirectly
where fund managers invest in foreign currency securities,

The following are all hedged back to the New Zealand Dollar. Growth Assets (except
for Emerging Market and Private Equity Funds which are unhedged) are 81.1% and
Inflation Hedging Assets are 37.6% hedged respectively. Diversification Assets are
06.6% hedged. Global Fixed Interest investments are 100% hedged.

At balance date the exposure to currency risk was:

2020 2019

S000 fooo
Financial assets with eurrency exposure 1,035,222 1,068,716
Hedged currency exposure as at 31 March (532,056)  (558,550)
Unhedged cunency exposure at 31 March 499,166 510,166
North America 284,674 313,439
Europe 41,116 24,408
Asia 94,394 98,868
Oceania 68,950 42,352
Latin America 8451 13,172
Afviea & Middle Enst 8128 8,505
Russia 5,443 4,242
Unhedged currency exposure at 31 March 464,160 510,160

« Pricing Risk arises from an increase or decrease in the fair value of the
Foundation’s financial assets as a result of changes in market prices. The SIPO sets
out the asset allocation policy. The portfolio is rebalanced to align with these policies,
The composition of the investment portfolio is set out in Note 7.
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Statement of Accounting Policies and Explanatory Notes
For the year ended 31 March 2020

9. Fixed Assels

Land (50 — 52 Ponsonby Road) and buildings (Allendale House and Annexe 2013) are measured
at fair value at the date of revaluation less subsequent acenmulated depreciation and impairment
losses.

Valuations are performed at five yearly intervals. The last valuation was undertaken at 31 March
2018. This revaluation was based on the then current market value assessed by Seagar and
Partners (Aucldand) Limited taking account of estimated miarket rentals and eapitalisation rates.
The valuation took account of ohservable prices in active markets, Where estimates were used,
they were made on the basis of appropriate valuation techniques. Key assomptions included the
Category 1 New Zealand Historie Places Heritage rating on Allendale House, and oceupaney and
rental rates,

An increase in valuation is recorded in Other Comprehensive Revenue and eredited to the Asset
Revaluation Reserve Aceount in Foundation Equity. However, to the extent that the revaluation
increase reverses a revaluation decrease in the same class of asset previously recognised in
revenue or expense, the inerease in valuation is recognised in revenue or expense. A decreasein
a valuation is recognised in revenue or expense, except to the extent that it offsets an existing
credit balanee on the same asset class in the Asset Revaluation Reserve Aceount. Land and
Buildings were valued at $7.28 million (zo19: $7.28 million) being fair market value at 31 March
2019, as determined by the marlet valuation undertaken by registered property valuers.

Annexe 2013 is depreciated on a straight line basis over its useful life which is determined to be
50 years (2019: 50 vears)., Allendale House, which has a Category 1 New Zealand Historic Places
Heritage Rating, has not been depreciated since 31 March 2008 as the useful life of the asset is
considered indefinite,

Fixed Assets other than land and buildings are measured at cost, less accumulated depreciation
on a diminishing value basis over their expected useful life and impairment losses.

10. Grants Payable
Outstanding Grants are classified as other liabilities and are initially recognised at fair value and
subsequently at amortised cost using the effective interest rate method.

Committed bul unpaid Grants are recognised as liabilities once approved and communicated to
recipients. At balance date committed but unpaid grants totalled $31.3 million (2019: $44.6
million). The timing for the payment of these grants is uncertain and is considered current,

: 2020 2019
Outstanding Grants Payable %000 h
Grants Committed in previous years but unpaid (2020: 44, 2019 62) 14,481 29,732
Grants Committed but unpaid this year (2o20: 113, 2010 81) 16,777 14,8492
Total Grants outstanding as at 31 March 31,258 44,024
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For the year ended 31 March 2020

11. Foundation Equity
Foundation Equity eonsists of:

Real (Inflation Adjusted) Capital — the "in perpetuity” nature of the Foundation
requires Trustees to preserve Real Capital for the benefit of current and future
generations, The original ecapital arose from the sale of shares settled on the
Foundation in terms of the Trustee Banks Restructuring Act 1988, Each year
sufficient funds are set aside from Reserves to increase Real Capital by the annual
rate of inflation as measured by the Consumer Price Index,

The Real Inflation Proofed Capital and Reserves form the Foundation's Equity and
maintain its capital base. The Foundation is not permitted to make grants from its
Real (Inflation Proofed) Capital, Grants eannot therefore be committed at any time
when the Reserves are in deficit.

Asset Revaluation Reserve —any movement in this Reserve measures the
difference between the market value of land and buildings and their pre-valuation
carrying value,

Reserve for Grants — this Reserve is held for the purpose of providing a stable flow
of grants to the Foundation’s commumities during times of adverse investment
returns.

General Reserve — this Reserve is held to provide funds for future developments.

Retained Surplus — this Reserve is the accumulation of the Foundation's
comprehensive revenue and expense. Itis used to provide a stable flow of grants to
the Foundation's communities and to fund other reserves and capital.
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iz, Subsidiarvies

Subsidiaries are entities eomtrolled by the Foundation. Financial statements of the subsidiaries
are included in the financial statements from the date of control until the date that control ceases.
Uniform accounting policies have been used for like transactions. Intra-group balances and
revenue and expenses arising from intra-group activities are eliminated on consolidation. From
1 April 2020, the Centre For Social Impact New Zealand Ltd will not operate as a stand-alone
subsidiary, but as a division of the Foundation,

The following entilies form part of the Foundation group:

Name Interest | Incorporated | Principal Purpose Charity
Held Date Registration
ASB Community Trust | 100% 29 March 2001 Dormant company
Limited
Foundation North 100% 29 March 2001 | Grants for specific
Grants Limited charitable purposes CC3Boog
Centre For Social 100% 30 September | Assistance to
Impact New Zealand 2013 community
Limited organisations at both CCro226
governanee and
management levels
Foundation North 100% 26 April 2016 | Support the CC53445
Property Holdings Foundation's granting
Limited through investment in
real property

13. Related Parties
Trustees and Key Management Personnel (Leadership Group) are related parties.

Trustees are not employees of the Foundation. They are remunerated at rates set by the New
Zealand Government, Honoraria payments during the year to Board and Committee Chairs
totalled $111,950 (2019: $130,052). Honoraria payment during the year to other Trustees
totalled $174,817 (2019: $152,150),

Members of the Leadership Group only receive short term employment benefits, During the year
short term employment benefit payments to the Leadership Group totalled $1,166,857 (2019:
$1,005,052.

During the year ended March 2020, a piece of IT Equipment was sold to a member of key
management for $1,000.
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Trustee Liahiiity Insirance:

At their meeting on 25 November 2019 the Trustees resolved to effect Trustee Liability Insurance
for the sum of $10 million at a premium cost of $27,045 (2019; $24,950).

After due consideration of a report from the Foundation's insurance brokers and other velevant
information, all of the Trustees approved the purchase of the Trustee Liability Insurance by
resolution to that affect, along with signing a certificate, certifying that the transaction was in the
best interests of the Foundation,

14. Taxation
The Foundation is exempt from income tax and therefore no provision has been made in these
financial statements.

15. Capital Commitments and Contingent Liabilities

Al balanee date the Foundation had committed a total of $40 million to New Zealand private
equity funds. Of this sum a net $17,5 million has been drawn down to date (2019: $13.4 million).
The Foundation has a contingent liability for the remaining $22.5 million (2019: $6.6 million).

At balance date the Foundation had committed a total of A$89.0 million (NZ$91.9 million) to
Australian private equity/venture capital funds. (2019: A$78.0 (NZ$81.2 million). Of this sum
A%50.5 million (NZ$61.4 million) has been drawn down at balance date. (2019: A%$59.6 million
(NZ$41.2 million), The Foundation has a contingent liability for the remaining A$29.5 million
(NZ%30.5 million). (2019: A$38.4 million (NZ$40.0 million).

At balance date the Foundation had committed a total of US$211.0 million (NZ$355.9 million)
to US private equity/venture capital funds (2019: US$211.0 million (NZ5$309.4 million)). A net
cumulative amount of US$117.2 million (NZ$197.7 million) has been drawn down at balance date
(2019: US$79.9 million (NZ$117.1 million)). The Foundation has a contingent liability for the
remaining US$93.8 million (NZ$158.2 million) (2019: US$131.1 million (NZ$192.3 million)],

Al balanee date the Foundation had committed a total of Ezo.o million (NZ$37.0 million) (2019;
E20.0 million (2019: NZ$32.9 million)) to Euro denominated private equity funds, Of this sum
Eg.5 million (NZ$17.6 million) (2019: nil) has been drawn down at balance date. The Foundation
has a contingent lability for the remaining E10.5 million (NZ$19.4 million) (2019: E20.0 million
(NZ$32.9 million).

Calls on the Foundation's commitments are contingent on calls made by Fund Managers as
further investments are made, The timing of these calls is uneertain,

16. Material Events after Balance Date
There were no material events after balance date which required adjustment to the Financial
Statements for the year ended 31 March 2020 (2019: nil).

17. Applicable Accounting Standards Issued but not yet Effective
The following Standards are issued but not yet effective at balance date:

» PBEIFRS g Financial Instruments is effective for periods beginning on or after 1 January

2021. The amendment iz not expected to have a significant impact on the Foundation's
consolidated results, but will be reviewed again next financial year.
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To the Trustees of Foundation Morth

Report on the audit of the consolidated performance report
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== Basis for opinion

We conducted our audit in accordance with Intemational Standards on Auditing (New Zealand) ("1SAs (MZ)"), and
the audit of information PBE FRS 48 requires to be included in the statement of sarvice performance, in
accordance with the International Standard on Assurance Engagements (New Zealand) 3000 (Revised)
Assurance Engagerments (ther than Audits or Reviews of Historical Financial Information (" (ISAE (NZ) 3000")
We believa that the audit evidence we have cbtained is sufficient and appropriate to provide a basis for our
opinion,

We are independent of the Group in accordance with Professional and Ethical Standard 1 (Revised) Code of
Ethics for Assurance Fractitioners issued by the New Zealand Auditing and Assurance Standards Board and the
International Ethics Standards Board for Accountants’ Code of Ethics for Professional Accountants (the "IESBA
Code”), and we have fulfillad our other ethical responsibilities in accordance with these requirements and the
IESBA Code.

Our responsibilities under 15As (NZ) and ISAE (NZ) 3000 are further described in the "Auditor's responsibilities for
the audit of the consclidated performance report’ section of our repart. Qur firm has also provided other services
te the Group in relation 1o taxation advisory services during the year ended 371 March 2020, In addition to these
sarvicas, during 2014, the Foundation and our firm entered into a mamorandum of understanding (the
“Agreament”). Under this Agresmeant, the firm may provide professional advice, pro bono, to selected
beneficiaries as identified by the Foundation should these beneficiaries align with the objectives of the firm's
national communities programme. This Agreement does not represent a business relationship betwean the firm
and the Group, nor doas it create any obligation upon either party, howevar it may resull in our firm providing
sarvice, pro bono, to a grantee of the Group. Subject to certain restrictions, partners and employeas of our firm
may also deal with the Group on normal terms within the ardinary course of trading activities of the business of
the Group, Thiese matters have not impaired our independence as auditor of the Group. The firm has no other
ralationship with, or interest in, the Group.

B 2020 KEPMG, o Naw Fealéred partnership ant & meinbier ifm a! the KPMG netwak of indepssnddant
mgrnbar frms atf@atad with KPRG Infernational Goeperstive 1"EPMG Internatianal ™), a Swiss eniity
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v ] Emphasis of matter

We draw attention to Note B to the consolidated parformance report which describes that there is significant
uncartainty regarding the determination of fair values for the Foundation's private equily investments and
heightened financial risks due to the impacts of COVID-19. Our opinion is not modified in respect of this matter,

i —— Other information

The Trustees, on behalf of the group, are responsible for the other information included in the entity's
Performance Report. Our apinion on the consolidated performance raport doaes not cover the Foundation
Information and we do not exprass any farm of assurance conclusion thereon. In connection with our audit of
the consolidated performance report our responsibility is to read the Foundation Information and, in doing so,
consider whether the information is matenally inconsistent with the consolidated performance report ar our
knowledge obtained in the audit or otherwise appears materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatarment of this other infermation, we are required fo
report that fact. We have nothing 1o report in this regard.

$ . oo
[¥8 1 Use of this independent auditor’s report

This independent auditor's report is made solely to the Trustees as a body. Our audit work has been undartaken
50 that we might state to the Trustees those matters we are required to state to them in the independant
auditor’s report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
responsibility to anyone other than the Trustees as a body for our audit work, this independent auditor’s report,
or any of the opinions we have formed.

n Responsibilities of the Trustees for the consolidated performance
report
The Trustees, on behalf of the Foundation, are responsible for:

— the preparation and fair presentation of the consolidated performance report in accordanee with generally
accepted accounting practice in New Zealand (being Public Benefit Entity Standards (Not For Profit));

— implemeanting necessary internal control to enable the preparation of a consolidated performance report that
is fairly presented and free from material misstaterment, whether due 1o fraud or error;

— the preparation of a statement of service performance that complies with the requirements of PBE FRS 48,
and

— assessing the abllity to continue as a going concern. This includes disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless they either intend to liquidate or to
cease operations, or have no realistic alternative but to do so.

x £~ Auditor's responsibilities for the audit of the consolidated
performance report

Our objective is:

— to obtain reasonable assurance about whether the consolidated performance report as a whole is free from
material misstatement, whether due to fraud or arror;

— perform procedures to determine whether the service performance information required by PBE FRS 48 has
been suitably reported in the statement of service performance; and

— 1o issue an independent auditor's report that includes our opinicn.
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Reasonable assurance is a high level of assurance, but is not a guarantee thal an audit conducted in accordance
with 1845 NZ will always detect a material misstatement when it exists.,

Misstaternents can arise from fraud or error. They are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the basis of this
consolidated performance report.

A further description of our responsibilities for the audit of this consolidated performance report is located at the
External Reporting Board website at:

hittpi /ey

This description forms part of our independent auditor's report.

e

KPMG
Auckland

B August 2020
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